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Finance  aces 
Gary  Wilson  and 
Al  Checchi  won 
Northwest  Airlines 
hat?  More 
of  course 
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Imagine  performing  250  million  ^^.^^ 
calculations  per  second.  ^^^^--^^""^ 


Nestled  amid  a  peaceful,  wooded  area  outside 
Tokyo,  scientists  at  the  Hitachi  Central  Research 
laboratory  venture  into  unexplored  regions  of  tech- 
nology on  a  daily  basis. 

It  was  here  they  made  a  historic  break- 
through: A  superconductive,  microcomputer  chip 
so  advanced,  it  s  decades  ahead  of  the  computers 
that  will  eventually  use  it. 

This  chip  contains  22,000  Josephson junctions. 
These  permit  processing  speeds  that  will  make 


today's  fastest  computers  seem  as  slow  as  abaci 
in  comparison. 

Hitachi  is  proud  of  our  etforts  here.  While 
many  dropped  from  the  race  to  master  this  con 
plex  technology,  we  forged  ahead. 

This  is  another  example  of  what  happens  w 
you  allow  people  to  unleash  their  imaginations 
Which  is  precisely  what  we  do.  As  a  US$48  bil 
international  corporationf  our  imagination  runs 
m  numerous  fields. 
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Imagine  an  elevator  that  runs  as 
fast  as  a  world-class  sprinner 


lecommunications.  Medical  equipment.  Sci- 
A.utomotive  components.  Our  20,000  prod- 
iclude  everything  from  washing  machines  to 
)n  microscopes. 

fe're  even  into  elevators.  Not  ordinary  lifts  of 
I.  Our  inverter-controlled  elevators  travel  at 
[eet  per  minute.  That's  more  than  five  times  fast- 
imost.We Ve  developed  1,800-feet-per- minute 
3rs,  too.  So  if  you're  headed  up  m  your  com- 
rtitaclii  may  soon  help  you  get  there  m  a  hurry. 


Perhaps  more  importantl)',  these  computerized 
elevators  know  at  what  times  traffic  is  heavy.  On 
ever)'  floor. 

So  they  anticipate  where  you  want  to  be.  Before 
you  reach  the  elevator  doors. 
Imagine  that. 

'UsS48  4y(T  million,  net  salfs  lor  ihf  year  ending  Maixh  31  LNS1=Y132 

0  HITACHI 

Hitachi,  Ltd.  Tokyo.  Japan 
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Today,  Navistar  is  the  leading  manufacturer  o 
duty  trucks  in  North  America.  And  just  what  will  w^ 
our  International  brand  of  trucks  still  further?  - 
Our  competitors  can  only  wait  nervously 
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THE  CUTTING  EDGE  OF  RESEARCH 


70   PREYING  ON  THE  PREDATOR: 

FORMER  EMPLOYEES,  COMPETITORS, 
BANKERS,  LAWYERS,  AND  EVEN 
LAWMAKERS  ARE  SWOOPING  DOWN 
TO  DIVVY  UP  DREXEL'S  SPOILS 


24   RATE  SHOCK  TAKES  A  WORLD  TOURt 
A  SURGE  IN  THE  COST  OF  MONEY  IN 
GERMANY  LANDS  WITH  A  THUMP  IN 
U.S.  MARKETS— AND  THE  FED  HAS  A 
WHOLE  NEW  ACT  TO  MASTER 


The  Corporation 

I  TAPPING  THE  TRASH  FLOW 

Recycling  is  tlie  newest  wrinkle 
in  Waste  Management's  bag,  even 
though  it  isn't  profitable  yet 

>  LANDFILL  U. 

They  take  all  this  garbage  seriously 

I  PITNEY  BOWES  GOES  LONG 

An  R&D  push  hampers  the  short  term 

Labor 

>  REVOLT  AT  THE  TEAMSTERS 

Lawsuits  and  rank-and-file  dissent 
may  finally  push  out  the  old  guard 


Marketing 


78  POUNCING  ON  JUNK 

The  F'eshbachs,  lions  of  short-selling 

79  INSIDE  WALL  STREET 

General  Cinema's  focus  on  Neiman 
A  sporting  play  in  Tokyo 
Betting  that  a  UAL  deal  will  fly 
101    INVESTMENT  FIGURES  OF  THE  WEEK 

Information  Processing 

82  IF  IT  AIN'T  BROKE  .. . 

Diving  demand  has  made  computer 
maintenance  a  cutthroat  business 
84  LONELY  COMPUTER  REPAIRMEN 

Heal  from  Japanese  rivals  has 
forged  more  reliable  U.  S.  machines 


91 


}  MADISON  AVENUE  EAST 

Ad  agencies  are  taking  the 
perestroika  challenge 

Finance 

»  THE  CREDITORS' BALL 

2,000  claimants  of  all  stripes  are 
already  squabbling  over  Drexel,  with 
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PRODUCTION 

Change  from  last  week:  0.2% 
Change  from  lost  year:  0.2% 

185   


LEADING 

Change  from  last  week:  -0.1% 
Change  from  last  year:  4.2% 

220   
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The  production  index  rose  slightly  for  the  week  ended  Feb.  10.  On  o  seasonally 
adjusted  bosis,  output  of  trucks,  lumber,  and  steel  increased.  Auto,  electric  power, 
and  poperboord  production  declined.  Output  of  crude-oil  refining,  cool,  paper,  and 
rail-freight  traffic  all  were  unchanged  from  the  previous  week.  Before  colculation  of 
the  four-week  moving  average,  the  index  dropped  sharply  to  175.2  from  176.2  in 
the  prior  week, 

ew  production  index  copyright  1990  by  McGraw-Hill  Inc 


June  Oct  F 

1989  1989  15 

The  leading  index  edged  down  a  notch  for  the  week  ended  Feb.  10.  T 
positive  signals  of  higher  stock  prices,  a  decline  in  the  number  of  business  failur 
and  faster  growth  rates  in  real  estate  loons  and  M2  just  offset  the  negate 
indicators  of  higher  bond  yields  and  foster  deceleration  in  materials  prices.  Bef<,i 
colculotion  of  the  four-week  moving  average,  the  index  increased  to  215.4  from 
reading  of  214  in  the  previous  week. 

Leoding  index  copyfight  1990  by  Center  for  Internotionol  Business  Cycle  Reseorch 


PRODUCTION  INDICATORS 


LIADING  INDICATORS 


Latest 
week 


Week  %  Change 
ago     year  ago 


latest 
week 


Week 
ago 


STEEl  (2/17)  thous.  of  net  tons 


1,812 


l,814ff 


-9.6      STOCK  PRICES  (2/ 1 6)  S&P  500 


332.14 


332.37 


AUTOS  (2/17)  units 


124,501      107,032r#   -21.1      CORPORATE  BOND  YIELD,  Aoo  (2/1 6) 


9.21% 


9.22% 


%Chi|e 

 X 

.t 


TRUCKS  (2/17)  units 


84,237      68,207r#  -115     INDUSTRIAL  MATERIALS  PRICES  (2/16) 


101.5 


101.8 


ELEQRIC  POWER  (2/17)  millions  of  kilowatt-hours 

53,780 

53,802  # 

-2.7 

CRUDE-OIL  REFINING  (2/17)  thous.  of  bbl./doy 

13,608 

1 3,624  # 

5.2 

COAL  (2/10)  thous.  of  net  tons 

20,844  # 

20,307 

16.1 

PAPERBOARD  (2/10)  thous.  of  tons 

744.2  # 

738.2r 

-0.6 

PAPER  (2/10)  thous.  of  tons 

757. 0# 

762. Or 

4.0 

LUMBER  (2/10)  millions  of  ft. 

542.4  # 

539.4 

32.2 

RAIL  FREIGHT  (2/10)  billions  of  ton-miles 

19.8# 

19.6 

3.7 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (2/21) 

145 

144 

127 

GERMAN  MARK  (2/21) 

1.67 

1.67 

1.83 

BRITISH  POUND  (2/21) 

1.71 

1.69 

1.76 

FRENCH  FRANC  (2/21) 

5.66 

5.69 

6.23 

CANADIAN  DOLLAR  (2/21) 

1.20 

1.21 

1.20 

SWISS  FRANC  (2/21) 

1.48 

1.49 

1.56 

MEXICAN  PESO  (2/21)' 

2,739 

2,733 

2,348 

Sources:  Mo|or  New  York  bonks.  Currencies  expressed 
British  pound  expressed  in  dollors. 

n  units  per  U 

S.  dollar,  except  for 

PRICES  ^ 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (2/2t)$/troy  oz. 

420.000 

416.600 

8.6 

STEEL  SCRAP  (2/20)     l  heavy,  $/ton 

103.50 

103.50 

-15.9 

FOODSTUFFS  (2/19)  index,  1 967  =  1 00 

212.8 

212.6 

-8.4 

COPPER  (2/17)  «/lb. 

110.6 

104.4 

-17.6 

ALUMINUM  (2/i7)y/ib. 

65.0 

65.0 

-34.0 

WHEAT  (2/17)  ?f2hard,  $/bu. 

4.13 

4.10 

-5.1 

COTTON  (2/17)  strict  low  middling  1-1/16  in.,  c/lb. 

65.49 

63.13 

19.5 

BUSINESS  FAILURES  (2/9) 


248 


255r 


REAL  ESTATE  LOANS  (2/7)  billions 


$359.9 


$358.6 


MONEY  SUPPLY,  M2  (2/5)  billions 


$3,254.3      $3,244.  Ir 


INITIAL  CLAIMS,  UNEMPLOYMENT  (2/3)  thous 


352 


368 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  {index-  1980=  100),  Di  - 
Brodstreet  (foilures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  sec< 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHIY  ECONOMIC  INDICATORS 


Sources:  London  Wed.  finol  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week.  Konsos  City  mkt.,  Memphis  mkt. 


latest 
month 

Month 
ago 

%Ch<|e 
year|« 

CONSUMER  PRICE  INDEX  (Jan.) 

127.4 

126.1 

REAL  GROSS  WEEKLY  PAY  (Jan.) 

$164.31 

$165.51 

-.9 

INDUSTRIAL  PRODUQION  (Jan.)  total  index 

140.9 

142.5r 

.1 

CAPACITY  UTILIZATION  (Jan  ) 

81.9% 

83.1  % 

-.8 

Sources:  BLS,  Federal  Reserve  Board 

MONETARY  INDICATORS  i 

Latest 
week 

Week 
ago 

%Ch<«< 
year)o 

MONEY  SUPPLY,  Ml  (2/5) 

$799.2 

$792.6r 

.5 

BANKS'  BUSINESS  LOANS  (2/7) 

321.2 

320.0r 

.8 

FREE  RESERVES  (2/7) 

436r 

575r 

-'.9 

NONFINANCIAl  COMMERCIAL  PAPER  (2/7) 

137.3 

132.9 

:.2 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
a  two-week  period  in  millions). 

ree  reserves. 

which  ore  expresse<Or 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Veo 
09 

FEDERAL  FUNDS  (2/20) 

8.24% 

8.21  % 

9.3% 

PRIME  (2/21) 

10.00 

10.00 

1 1 .0'f 

COMMERCIAL  PAPER  3-MONTH  (2/20) 

8.15 

8.12 

9.4  [ 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (2/2') 

8.25 

8.19 

9'^ 

EURODOLUR  3-MONTH  (2/14) 

8.20 

8.25 

9.5 

Sources:  Federal  Reserve  Boord,  First  Boston 

#  Raw  data  in  the  production  indicators  are  seasonally  ad|usted  in  computing  the  BW  index  (chort};  other  components  [estimated  and  not  listed)  include  machinery  and  defense  equiprrit. 
1  —  Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.         3  —  Free  market  value         NA  =  Not  available         r  =  revised         NM  =  Not  meaningful 
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sharing  the  genuine  warmth 
and  charm  of  Malaysia  with  the  world 


wherever  you  fly,  to  over  70  destinations  across  5  con- 
tinents, we'll  welcome  you  the  moment  you  step  on  board, 
as  we  would  an  honoured  guest  in  our  own  home,  sharing 
with  you  a  world  of  enchantment  that  is  Malaysia. 

You'll  enjoy  the  renowned  inflight  service  of  genuine 
warmth  and  charm  that  only  Malaysians  can  offer  on 
the  international  airline  with  a  modern  fleet  that  includes 
the  latest  747-400s. 

Experience  it  the  next  time  you  are  heading  for  the  Orient 
by  flying  any  of  our  5  weekly  flights  to  Malaysia  via 
Tokyo  or  Honolulu.  On  Malaysia  Airlines. 


ENCHANTMENT  WHEREVER  YOU  FLY 


AMMAN'AMSTERDAM'AUCKLAND'BANDAR  SERI  BECAWAN'BANCKOK'BEIIINC  IPEKINCI»BRISBANE'BRUSSELS'C0L0M8O'DELHI»DENPASAR'DUBAI'FRANKFURT'FUKU0KA 
'GUANGZHOU  (CANTONI'HAT  YAI'HO  CHI  MINH  CITY'HONC  KONC'HONOLUWISTANBUL'IAKARTA-IEDDAH'KARACHI'KUALA  LUMPUR'LONDON'LOS  ANCELES'MADRAS 
•MANILA'MAURITIUS'MEDAN'MELBOURNE'PARIS'PERTH'PHUKET'PONTIANAK'SEOUL'SINCAPORE-SYDNEY'TAIPEfTOKYO'ZURICH  &  JJ  DESTINATIONS  WITHIN  MALAYSIA 
FOR  RESERV.ATIONS  CONTACT  YOUR  FAVOURITE  TRAVEL  AGENT  OR  CALL  MALAYSIA  AIRLINES  LOS  ANGELES  TEL  12131  642-0849  OR  CALL  OUR 
TOLL-FREE  NO  I -800-42 1-864 1  SAN  FRANCISCO  TEL  1415)  788-0535  CHICAGO  TEL  1312)  943-0925  NEW  YORK  TEL  1212)  697-8994 

6A-CA 


Our  award- 
winning  chefs 
create  unfor- 
i^ettable  dining 
experiences. 


With  every  stay,  yuull  earn 
frequent  flyer  miles  on  selected 
airlines. 


For  the  discrimimnmg guest,  most 
Doubletree  Hotels  offer  a  luxurious 
concierge  level. 


Doubletree  Hotels  offer 
state-of-the-art  meeting  spac 


On  your  first  night,  >ou'|" 
enjoy  Doubletrees  signa[<e 
of  care— our  rich,  deliciQi 
chocolate  chip  cookies. 


Whenlbu 
Care, 
It  Shows. 


When  you  care,  your  hotels  are 
monuments  to  comfort  and  luxury. 
^Dur  rooms  and  all  your  facilities  are 
well-appointed  and  distinctively 
designed. 

And,  when  you  care,  your  cui- 
sine is  nothing  less  than  memorable. 
Everything  prepared  exceeds  your 
guests'  expectations. 

Finally,  when  you  care,  your  ser- 
vice is  exceptional.  Always  attentive. 
Youv  entire  staff  goes  out  of  its  way 
to  make  your  guests  feel  special  and, 
of  course,  right  at  home. 

That's  the  kind  of  care  that  goes 
into  every  Doubletree  Hotel.  And  it 
not  only  shows,  it  shines. 

For  reservations,  call  your  travel 
professional  or  1'800'528'0444. 


DOUBLETREE  HOGTELS 


WHEN  YOU  CARE,  IT  SHOWS. 


Albuquerque  •  Atlanta  ♦  Austin  ♦  Colorado  Springs  (Opens  1990)  •  Dallas(3)  ♦  Denver  ♦  Houston(3)  ■ 
Kansas  City  ♦  Los  Angeles  »  Louisville  (The  Seelhach)  ♦  Miami  ♦  Monterey  ♦  Nashville  ♦  New  Orlear 
Orange  County  ♦  Palm  Springs  •  Pasadena  •  Phoenix  ♦  St.  Louis  ♦  Salt  Lake  City  ♦  San  Diego  ♦  Sant; " 
Seartle(2)  ♦  Tucson  •  Tulsa(2)  •  Vail  •  Ventura 

Or  stay  with  Compri  Hotels  by  Doubletree,  antrther  tine  MetLife"  Company.  Call  1-800-4-COMPRl.  1 


6B-CA 


Opportunity 
Found 


In  search  of  financial  security. 
Somewhere  amidst  the  rise 
and  fall  of  investment 
alternatives  there  exists  a 
steady  course,  but  how 
do  you  find  it?  At 
Van  Kampen  Merritt,  we 
believe  in  a  disciplined, 
prudent  approach.  We  call 
it  investing  with  a  sense 
of  direction. 

Our  innovative  investment 
products  are  created  with 
market  wisdom  and  carefully 
managed  to  help  put  you 
within  clear  view  of  your 
financial  goals. 

We  have  sponsored  over 
$21  billion  in  unit  trusts  and 
mutual  funds.  Whether  your 
objective  is  insured  tax-free 
income,  asset  management, 
municipal  or  even  health 
care  financing,  these 
products,  services  and 
programs  are  designed  to 
point  you  towards  a 
responsible  course.  And  as  a 
Xerox  Financial  Services 
Company,  we're  backed  by 
considerable  resources. 
Look  for  the  bright  light  of 
opportunity.  Look  to 
Van  Kampen  Merritt. 

For  more  inform  ation  on 
Van  Kampen  Merritt  invest- 
ment products,  including 
charges  and  eoqpenses,  please 
contact  your  investmen  t  repre- 
sentative for  a  prospectus.  Read 
it  carefully  before  you  in  vest  or 
sendmoney.  Or  call 
1-800-DIAL-VKM  ext.  1001. 
In  Georgia,  call 
1-800-633-2252  ext.  1001. 

Mutual  Funds,  Un  it  Trusts, 
Municipal  and  Health  Care 
Finance,  Capital  Markets, 
Asset  Management,  Precious 
Metals,  Xerox  Life  Products. 
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Van  Kampen  Merritt 
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Lots  of  people  are  working  to  get  kids  off  the  street. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  And  a  lot  of  people  work  very 
hard  to  put  them  there.  Drug  dealers  with  dirty  needles. 
Pimps  who  rule  with  a  fist.  Child  molesters  in  expen- 
sive cars.  Fortunately,  Larkin  Street  is  working  to  get 
kids  off  the  street,  too.  With  food,  clothing,  medical 
care,  professional  counseling— and  lots  of  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 
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'THE  REAL  TEST  OF 

PRESIDENTIAL  CHARACTER'  

Rep:arding  your  article  "The  foreign 
policy  thing:  How  long  will  Bush's 
luck  hold  out?"  (Washington  Outlook, 
Dec.  25),  based  on  my  experience  both  in 
the  Senate  and  at  the  White  House,  it 
seems  to  me  that  luck  has  very  little  to 
do  with  it.  The  real  test  of  Presidential 
character  is  how  well  a  President  can 
play  the  hand  that  he  is  dealt.  I  think 
George  Bush  has  handled  himself  ex- 
tremely well  in  the  face  of  a  confronta- 
tional Congress  and  in  dealing  calmly 
but  forcefully  with  unfolding  new  for- 
eign policy  dynamics  which  have  not 
confronted  a  President  since  World  War 
H.  He  deserves  high  marks  as  an  effec- 
tive President  both  at  home  and  abroad. 

Howard  H.  Baker  Jr. 
Huntsville,  Tenn. 

THE  TRADE  WARRIOR  NEEDS 
TO  RETHINK  HER  BATTLE  PLAN 

If  Carla  A.  Hills  is  only  fighting  to 
"open  foreign  doors  to  U.  S.  goods" 
("Carla  Hills,  trade  warrior,"  Cover  Sto- 
ry, Jan.  22),  then  the  war  is  already  lost. 
What  America  needs  is  a  level  playing 
field  in  the  mercantile  world,  one  on 
which  structural  and  cultural  barriers 
are  addressed  equally.  For  example,  the 
policy  must  address  some  or  all  of  the 
following:  value-added  tax  rebates  to  en- 
courage export;  tax  and  other  subsidies 
to  reward  export;  simplified  government 
paperwork  on  trade  matters;  selective 
tariffs;  restrictive  product  requirements; 
government-supported  investments;  pro- 
tectionist patent  laws  and  procedures; 
government-paid  research  (the  product 
of  which  is  given  free  to  private  indus- 
try); government  purchases  restricted  to 
domestic  producers;  and  liberal  antitrust 
laws  and  practices. 

There  are  at  least  two  ways  to  ap- 
proach the  problem:  positive  (equal 
treatment  for  American  companies)  or 
negative  (sanctions  against  those  coun- 
tries that  use  these  measures).  I  propose 
that  both  approaches  are  necessary.  If 
Ambassador  Hills  believes  that  sim- 
plifying distribution  systems  in  Japan 
and  lowering  tariffs  in  Europe  will  do 


the  trick,  she  is  fooling  only  herself. 

Let's  stop  blindly  following  the  naive 
policy  that  has  made  us  the  mercantile 
world's  laughingstock  and  biggest  debt- 
or. As  a  businessman,  I  want  support, 
not  stupidity;  fairness,  not  folly. 

Efrem  Lieber 
Wilmington,  Del. 

While  Carla  Hills  may  have 
achieved  many  things  in  her  life, 
I  would  like  to  correct  one  accomplish- 
ment which  you  erroneously  attribute  to 
her:  Chevron  did  not  name  a  supertank- 
er after  her. 

The  ship  that  you  show  in  your  Jan.  22 
issue  in  the  table  of  contents  is  a  35,000- 
ton  handy-size  tanker,  a  far  cry  from  the 
industry  standard  of  200,000  tons  needed 
to  attain  supertanker  status.  In  fact,  the 
Carla  A.  Hills  pictured  is  a  mere  T/'-  the 
size  of  the  largest  supertanker  sailing 
today. 

James  S.  Tisch 
Executive  Vice-President 
Loews  Corp. 
New  York 

HAS  BURGER  KING  FOUND 

ITS  FOCUS  AT  LAST?  

Your  article  "Tempers  are  sizzling 
over  Burger  King's  new  ads"  (The 
Corjjoration,  Feb.  12)  shocked  and  an- 
gered us  because  its  tenor  unfairly  indi- 
cated an  atmosphere  of  widespread  dis- 
agreement between  the  franchisees  and 
the  management  of  Burger  King.  This  is 
not  the  case. 

Although  we  spent  more  than  one 
hour  talking  with  your  reporter  about 
Burger  King  and  its  overall  marketing 
strategy,  you  focused  on  one  aspect  of 
marketing — TV  advertising.  For  many 
reasons,  we  believe  the  company  should 
stick  with  its  current  advertising  cam- 
paign, "Sometimes  you  gotta  break  the 
rules,"  which  was  launched  in  October, 
1989.  Your  article  failed  to  mention  sev- 
eral successful  marketing  initiatives 
(e.g.,  new  products,  new  menu  boards, 
and  merchandising  programs)  which 
have  the  enthusiastic  support  of  the 
Burger  King  franchise  community. 

To  state  that  "Burger  King  can  only 
expect  more  dissension  in  its  ranks"  is 
an  absolutely  false  forecast.  Of  course. 
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we  face  tough  challenges.  But  we  face 
them  confidently  and  we  face  them  to- 
gether— the  franchisees  and  the  new 
Burger  King  management  team. 

Jack  Eberly 
Dick  Fors 
Don  White 

National  Franchisee  Advisory  Council 
Burger  King  Corp. 

Miami 

The  dismay  and  confusion  surround- 
ing Burger  King's  new  advertising 
campaign  highlights  today's  trend  in  ad- 
vertising-by-committee, which  generates 
antiseptic  or  illogical  messages  for  an 
increasingly  data-hungry  audience. 

Franchisee  Dan  Trierweiler's  com- 
ments accurately  reflect  the  frustration 
felt  on  the  front  lines  by  businesspeople 
who  are  forced  to  shoulder  the  market- 
ing load  of  unenlightened  leadership. 
Burger  King  marketeer  Gary  Langstaff 
might  have  faith  in  the  concept  that 
"Sometimes  you  gotta  break  the  rules," 
but  to  sell  fast  food,  or  anything  else  in 
a  crowded,  competitive  world,  sometimes 
you've  got  to  follow  them,  too. 

Robert  E.  Kutzli 
President 
Kutzli  &  Associates 
Grand  Rapids 

RECOUNTING  THE  NUMBERS 

ON  LEXUS  

In  "Lexus:  Cruising  along  in  the  pass- 
ing lane"  (Readers  Report,  Feb.  12), 
James  Olson  of  Toyota  avidly  defended 
the  first  four  months  of  Lexus  sales. 

While  Olson's  enthusiasm  is  well 
founded,  his  facts  are  wrong.  He  stated 
[that]  Lexus  sales  of  16,302  cars  be- 
tween September  and  yearend  "outsold 
...  all  of  Volvo,"  among  others.  For  the 
benefit  of  your  readers  and  for  the  sake 
of  accuracy,  Volvo  sold  29,572  cars  dur- 
ing this  period. 

Robert  C.  Austin 
Public  Relations 
Volvo  Cars  of  North  America 
Rockleigh,  N.J. 

HART'S  FOREIGN  POLICY  IDEAS 
WERE  'QUITE  PRESCIENT'  

■ read  your  piece  on  Gary  Hart  with 
great  interest  ("Gary  Hart  is  back — in 
business,"  People,  Feb.  12).  One  thing 
puzzled  me,  though.  Who  on  earth  is  this 
character  Mark  Siegel — identified  as  a 
"former  Democratic  National  Committee 
member" — to  ridicule  Hart's  "bona  fi- 
des" in  foreign  policy? 

Hart  was  a  leading  member  of  the 
Intelligence  and  Armed  Services  commit- 
tees during  his  dozen  years  in  the  Sen- 
ate. He  was  a  respected  author  and  ac- 


knowledged expert  on  defense  strategy. 
His  1986  Georgetown  lectures  calling  for 
a  new  foreign  policy  of  "enlightened  en- 
gagement" were  widely  praised  at  the 
time  and  now  appear  quite  prescient  in 
light  of  the  changes  taking  place  around 
the  world.  In  contrast,  Siegel  (who  is 
actually  a  Washington  lobbyist  and  mys- 
teriously oft-quoted  member  of  the  Dem- 
ocrats' old  guard)  seems  sadly  under- 
qualified  even  to  comment  on  Hart's 
credentials. 

Bill  Bradley 
Sacramento 

TAX  JAPAN  INC'S 

SUBSIDIZED  PRICES  

■ believe  in  free  trade,  but  it  must  be 
combined  with  fair  trade  ("The  future 
of  Silicon  Valley,"  Cover  Story,  Feb.  5). 
As  stated  in  your  article,  Japanese  man- 
ufacturers charge  much  higher  prices  at 
home  to  subsidize  below-cost  prices  in 
the  U.  S.  I  suggest  a  simple  method  of 
stopping  this  practice.  Make  up  the  dif- 
ference with  an  automatic  import  tax  on 
any  product  that  sells  at  a  higher  retail 
price  in  the  home  country  than  in  the 
U.  S.  For  example,  in  1981  I  bought  a 
Minolta  camera  from  J.  C.  Penney  for 
$59.95.  A  week  later  I  was  in  Tokyo,  and 
the  lowest  price  I  could  find  for  the 
same  camera  was  $103  in  the  tax-free 
shops.  Under  my  suggestion,  an  auto- 
matic import  tax  of  72%-  would  have 
been  imposed  on  that  Minolta  camera. 

Regardless  of  implementation  of  other 
items  in  Silicon  Valley's  recipe,  our  man- 
ufacturers will  never  be  able  to  compete 
with  subsidized  prices. 

William  E.  Fox 
Wrightsville  Beach,  N.  C. 

WHY  ISN'T  ALUMINUM 

IN  fORD'S  FUTURE?  

■ read  with  interest  your  commentary 
"Tinfoil  lizzies:  Here  come  aluminum 
cars"  (Top  of  the  News,  Jan.  29).  The 
concept  of  an  aluminum  space  frame — 
and  its  longevity — appeals  to  me.  But 
there  is  definitely  an  implied  problem 
that  the  article  does  not  discuss.  Why 
are  all  the  manufacturers  who  are  plan- 
ning to  use  Alcoa's  concept  on  a  limited 
basis  foreign  automobile  manufactur- 
ers— Audi,  Honda,  BMW,  etc.?  Ford's 
comment  was  that  "there's  going  to  be 
no  rush  to  use  [aluminum]  on  a  whole- 
sale commercial  basis." 

This  sounds  like  something  we've  all 
heard  before:  U.  S.  technology  capital- 
ized on  by  foreign  entrepreneurs  using 
it  to  develop  profitable  world  markets. 

I  grew  up  in  Detroit  and  was  at  one 
time  proud  to  be  from  the  automobile 
capital  of  the  world.  I  invested  in  Ameri- 


can autos  until,  after  owning  one  (i 
two  years,  the  doors  succumbed  to  c!^ 
rosion.  The  manufacturer  refused  to  > 
place  them  because  the  auto  suppose^ 
had  been  driven  too  many  miles.  :, 
When  did  you  say  that  an  aluminii-' 
frame  Honda,  Audi,  or  BMW  would  e 
available? 

Frederick  J.  Balli 
Radcliff, 

MAYBE  CADILLAC  SHOULD  ADJUST 

ITS  FOCUS  GROUP 

_  ( 

^^id  I  read  this  correctly?  Accordi.'; 
B^to  "The  boulevard  barge  is  cruisi: 
again"  (The  Corporation,  Feb.  5),  it  lots, 
as  though  General  Motors  is  counti^t 
the  number  of  import  owners  in  its  focsj 
groups  and  concluding  that  "a  startlij 
50%"  would  consider  buying  a  Cadilld; 

Any  undergraduate  who  has  taker"^ 
first-level  marketing  research  course  (is- 
tell  you  that  focus  groups  are  a  quali'^ 
five  research  method,  not  a  quantitatisj 
Counting  the  numbers  who  feel  one  wi 
or  another  is  a  classic  abuse  of  the  | 
cus-group  technique.  Those  who  work 
marketing  are  normally  familiar  w 
what  focus  groups  can  and  cannot  ( 
but  either  your  reporter  heard  wrong, 
GM  is  even  worse  off  than  I  thought. 

Mark  B.  Tray: 
Director  of  Quantitative  Servic 
National  Market  Measures  Ii 
Mayfield  Village,  01 

YOU  PICK  ON  COUNTRY  MUSIC, 
I'LL  BUST  YOUR  BOTTOM  LINE 


^8 


n 


You  err  badly  in  presuming  BU.SINE 
WEEK  readers  prefer  classical  mu; 
exclusively  ("Banishing  ghastly  mu; 
from  your  car  radio,"  Developments 
Watch,  Feb.  12).  If  the  truth  be  know 
BUSINESS  week's  editorial  staff  would 
astounded  to  learn  the  extent  to  whikj 
country  music  wafts  in  the  backgroui 
of  executive  suites  and  of  the  mairj 
chiefs  in  corner  offices  who  prefer  ji 
accompaniment  when  tooling  along  i 
the  open  road. 

Country  is  a  legitimate  musical  ;t 
form,  infinitely  more  varied  than  most- 
with  many  redeeming  qualities.  I  reset 
the  bigotry  of  your  reporters'  Johni- 
one-note  denigration  of  a  genre — and  1 
country  music  lovers  by  implication- 
simply  because  it  is  outside  their  snc-  ■ 
bish  musical  frame  of  preference.      ,  j 
Peter  Kushkowd  \ 
Haddam,  (.  I 


k 


Letters  to  the  Editor  should  be  sent  to  Read<s 
Report,  Business  Week,  1221  Avenue  of  the  Arni- 
cas, New  York,  N  Y.  10020,  Fax  (212)  512-44', 
Telex:  12-7960,  IntI,  4998204,  All  letters  must  - 
elude  an  address  and  daytime  and  evening  ter 
phone  numbers.  We  reserve  the  right  to  edit  lett^S 
for  clarity  and  space. 
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If  iimiagirig  local  afifeirs 
from  afer  worked,  there  rti^t 
still  be  a  Britisli  Empire. 


King  George  III  and  a 
few  of  his  royal  descendants 
would  probably  agree,  some 
things  just  can't  be  run  from 
a  distance.  A  lesson  from  the 
history  books  that  applies  to 
working  with  provider  net- 
works in  any  multistate 
managed  care  program. 


Till'  \asl  thing  vi'u  ncai  ls  to  put  down  tin 
anplowe  revolt  ova'  a  provider  network  that'i 
here  today  but  gone  tomorrow. 

Because  once  there  are 
contracts  with  local  doctors 
and  hospitals,  someone 
needs  to  be  there  to  manage 
the  networks  expertly.  To 


understand  what  access 
means  to  people  locally.  To 
work  face  to  face  with  doc- 
tors on  the  quality  of  care. 

We  know,  because  ^ 
for  the  past  60  years 
we've  had  more  experi- 
ence managing  provider 
networks  than  anyone  ^ 
else.  Blue  Cross  and  Blue 
Shield  Plans  are  located  in 
communities  throughout 
the  country,  with  experts 
who  manage  the  local  health 
care  delivery  system  firsthand 

Experience  has  taught 
us  that  you  can't  build  a  cost 
effective  provider  network 
vvdthout  being  selective 
with  doctors  and  hospitals. 
So  we  have  contracting  guide- 
lines that  consider  their 


what's  eustomar\  m  New  York 
ivn  l  nccessarilv  their  cup  of  tea 
in  K'uiiviis  (  i(\ 


credentials,  performance, 
and  patient  access. 

And  because  we  have 
over  15  milfion  people  who 
currendy        ,  '^)!(\ 
receive  care    -  "^^^ 
under  our 
national 
managed 
care  programs,  we  have  the 
leverage  to  maintain  effective 
provider  relationships. That 
gets  us  better  cooperation  in 
utilization  management  and 
quality  assurance  programs. 

All  of  which  adds  up  to 
a  program  that  delivers  more 
cost  effective  health  care 
through  a  provider  network 
your  employees  can  feel 
comfortable  using.  And  our 
most  recent  managed  care 
survey  showed  a  member 
satisfaction  rate  of  95%. 

But  while  managing 
local  provider  networks  is 
our  forte,  our  experience  in 
organizing  these  net- 
works into  programs 
for  over  100  major 
national  employers 
is  unparalleled. 

\^i(h  1)111  itumaged  tuie  piogriim'i  \oui 
mplovees  get  ejpcient  dehvery  oj  health 
care  covmige,  no  niatta  where  thev  live 

So  if  your  company  has 
employees  in  more  than  one 
state,  and  you're  looking  for 
a  specialist  who  can  experdy 
manage  your  program  across 
the  country,  just  call  1-800- 
426-2583.  After  aU,  if  man- 
agement from  a  distance 
was  such  a  good  idea,  we 
might  all  be  taking  tea  in  the 
after- 


noon. 


Blue  Cross 
Blue  Shield , 


A  CLASSIC 

BUSINESS  BOOKSHELF 


usiness  books  keep  getting  hot- 
■  ter.  A  trio  of  tliem  currently 
crowds  the  top  of  The  New  York 
Times  best-seller  list.  Bookstore  shelves 
are  groaning  under  a  proliferation  of 
business  titles,  ranging  from  tales  from 
the  front  line  to  advice  on  winning  a 
corner  office.  This  month  will  even  see 
the  launch  of — would  you  believe? — 
Business  Books  and  Audio  Review,  de- 
voted exclusively  to  books  and  tapes  on 
the  subject. 

Unfortunately,  the  majority  of  new 
business  titles  are  dreadful  throwaways 
containing  a  handful  of  disposable  ideas. 
So  the  busy  executive  is  left  in  a  quan- 
dary. Are  there  business  books  that 
should  l)e  read?  Which  ones  are  they? 
BUSINESS  WEKK  surveyed  the  literature 
of  management  to  come  up  with  a  book- 
shelf of  indispensable  reading — a  sort  of 
core  curriculum  of  management  literacy. 
You  might  not  tuck  these  10  titles  in 
your  bag  for  a  trip  to  a  desert  island. 
Still,  they  all  entertain,  as  well  as  lend 
perspective  and  guidance. 

The  list  encompasses  autobiography, 
journalism,  futurism,  and  advice.  But 
you  won't  find  any  fiction  here.  Such 
classics  as  Sinclair  Lewis'  Babbitt  and 
Upton  Sinclair's  The  Jungle,  however 
exemplary  as  literature,  are  dreary  por- 
traits of  greed  and  opportunism.  And 
several  well-known  management  books, 
notably  William  H.  Whyte  Jr.'s  The  Or- 
ganization Man  and  Chester  I.  Bar- 


nard's deadly  Functions  of  the  Execu- 
tive, have  little  meaning  today. 
Similarly,  people  still  refer  to  "Taylor- 
ism,"  but  no  one  reads  Frederick  W. 
Taylor,  the  "father  of  scientific  manage- 
ment," because  his  writings  have  largely 
become  irrelevant. 

All  the  books  chosen  are  intended  to 
provide  advice  and  direction  for  people 
who  run  companies.  Even  the  titles  that 
are  primarily  of  historical  interest  hold 
lessons  for  today.  With  the  exception  of 
Peter  F.  Drucker's  Adventures  of  a  By- 
stander, all  are  still  in  print  in  hardcover 
or  i.)ai.)eii)ack. 

■  My  Years  with  General  Motors  by  Al- 
fred P.  Sloan  Jr.;  Doubleday  &  Co.;  1963. 
This  classic  memoir  by  the  most  famous 
professional  manager  in  American  busi- 
ness history  was  perhaps  the  first  CEO 
autobiography  of  any  consequence.  It 
bears  little  resemblance  to  the  gossipy, 
behind-the-scenes  tales  that  now  domi- 
nate the  genre.  Sloan's  book  focuses  on 
the  business  decisions,  structure,  and 
policies  that  allowed  <;m  to  become  the 


Ten  books  on  management 
that  entertain 
as  well  as  lend 

perspective  and  guidance 


largest  industrial  complex  in  the  worj 
Noting  the  extremely  impersonal  qual| 
of  Sloan's  story,  management  savant  ^ 
ter  Drucker  has  called  this  "perhaps  tl 
most  interesting,  most  revealing,  tl 
also  the  most  frustrating  book  on  bul 
ness  ever  written  by  a  businessman.'] 

■  On  a  Clear  Day  You  Can  See  Geneij 
Motors  by  J.  Patrick  Wright;  Wright 
terprises;  1979.  Here's  John  Z.  DeLJ 
ean's  devastating  chronicle  of  life  insj 
the   automotive   giant  as  related 
Wright,  who  once  headed  BW's  Detrj 
bureau.  Pair  it  with  Sloan,  and  you  ha 
a  literary  duel  of  perspectives  on 
Wright's  book  is  a  timeless  examinatj 
of  what  happens  when  a  large  organi; 
tion  gets  hardening  of  the  arteries,  esj 
cially  the  impact  on  managers  and  q 
ployees.  It's  vastly  superior  to 
superficial  lacocca.  which  provides  so  i 
tie  insight  into  business  and  decisij 
making  that  it  hardly  qualifies  as  a  bi| 
ness  book. 

■  The  Soul  of  a  New  Machine  by  Trs 

Kidder;  Little,  Brown  &  Co.;  1981.  K| 
der  won  a  Pulitzer  prize  for  this  talel 
the  creation  of  a  computer  at  Data  G] 
eral  Corp.  Few  authors  have  managed! 
capture  the  exhilaration  and  frustratj 
involved  in  the  birth  of  a  business  prl 
uct.  Kidder's  treatment  of  this  peojf 
intensive  process  and  the  entreprenel 
ial  culture  that  revolves  around  it| 
unrivaled. 

■  Indecent  Exposure  by  David  McCl 
tick;  William  Morrow  &  Co.;  1982.  Wif 
Kidder's  Soul  brings  you  much  of 
unrestrained  joy  of  business,  this  exp^ 
of  the  sordid  battle  for  control  of  Coli 
bia  Pictures  provides  a  fascinatj 
glimpse  of  business'  dark  side.  It's 
of  the  best-reported  and  best-writj 
business  adventures  ever  published. 

■  In  Search  of  Excellence  by  Thomas] 
Peters  and  Robert  H.  Waterman 
Harper  &  Row;  1982.  Hailed  for  its  el 
ity,  derided  for  its  simplicity,  this  isl 
once  the  most  overrated  and  the  m| 
underrated   management  book  of 
time.  It  can't  be  ignored  because  ofl 
phenomenal  impact  and  its  own  exj 
lence.  Sure,  some  of  the  companies 
authors  praised  later  faltered.  Sj 
you'd  be  hard-pressed  to  find  a  bell 
primer  on  the  evolution  and  practice 
management.  Just  don't  get  too  caril 
away  with  those  eight  precepts  of  ex| 
lence.  There  is  more  to  good  per 
mance  than  that. 

■  Competitive  Advantage  by  Michaelj 
Porter;  Free  Press;  1985.  Porter's  mo 
of  the  "value  chain"  has  become  one 
the  bag  of  tools  every  MBA  should  gii 
uate  with.  Essentially,  Porter  offer! 
way  to  add  value  to  your  products  | 
analyzing  and  learning  from  your  c| 
petition.  Management  consultants  hj 
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When  it  comes  to  room  service, 
the  Prince  never  sleeps. 

At  Prince  Hotels,  our  24-hour  room  service  awaits  you  with 
extraordinary  cuisine  and  courtesy,  no  matter  what  hour  you  arrive 
And  this  IS  merely  one  of  the  great  pleasures  you  will  discover  in  the  spirit  of  the  Prince, 
at  more  than  fifty  outstanding  hotels  throughout  japan  and  around  the  world, 

®  PRINCE  HOTELS 

USA  800-542-8686/CANADA  800-268-7677/NEW  YORK  212-8B9-5928/LOS  ANGELES  213-689-4800/ 
TORONTO  416'444-251l.'VANCOUVER  604-733-3177 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
/  f    M      '  "eet/s  a  new  front  line! 


6^ 


CALL  EH-  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

BGJL  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg. 170(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


S5\ 


E<Jucatlonal  A»slstance  Ltd.  m 

PO  BOX  3021 -GLEN  ELLYN,  ILl  INOIS  60138-FAX  (312)  690  0565 


For  More  Details 
Call  .312-6904)010 
Peter  Roskam 
Executive  Director 


made  millions  by  applying  the  autho 
competitive  logic  to  one  company  at" 
another. 

■  Adventures  of  a  Bystander  by  Pel^r 

Drueker;     Harper    &     Row;  19' 
Drucker's  McDiagement:  Tasks,  Pr 
tices.  Responsibilities  has  become  as 
portant  to  a  generation  of  U.  S.  man: 
ers  as  Dr.  Speck's  Baby  and  Ch 
Care  was  for  a  generation  (or  more) 
parents.  Both  produced  a  lot  of  spoi 
children.  Adventures  of  a  Bystand 
Drucker's  freewheeling  self-portr; 
provides  entertaining  and  insightful 
servations  about  business  and  politi 
figures  and  lively  anecdotes  ab( 
Drucker's  life  and  work  as  a  mana 
ment  philosopher  and  consultant.  If  j 
were  going  to  have  dinner  with  Druck 
you'd  want  to  sit  and  chat  with 
charming,   provocative   raconteur  w 
wrote  Adventures,  not  the  author 
Managemoit. 

■  Profiles  of  the  Future  by  Arthur 
Clarke;  Holt,  Rinehart  &  Winston;  19 
This  is  one  of  banker  Walter  B.  W 
ton's  favorite  books,  and  with  good  r 
son.  In  Profiles,  Clarke — best  known 
his  sci-fi  masterpieces — explores  h 
science  will  change  the  way  we  live 
work.  The  book  forces  executives 
change  their  thinking,  applying  the  lo 
of  science  to  the  world  of  busint 
Clarke's  entertaining  ruminations  h  iBta 


I 
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up  remarkably  well — and  lend  supp 
to  those  business  idealists  who  s 
dream. 

■  The  Third  Wave  by  Alvin  Toffler;  \ 
liam  Morrow;  1980.  If  Sloan  offers  a 
ed,  though  historically  important,  v: 
of  the  U.S.  corporation,  Toffler's  vis 
is  imperishably  fresh.  His  earlier  Futi 
Shock  is  better  known,  but  The  Th 
Wa  ve  is  broader  in  scope  and  more  J 
ward-looking.  As  Toffler  views  histc 
the  first  wave  was  launched  by  the  a: 
cultural  revolution;  the  second,  by  lie 
industrial  revolution.  We're  still  strg- 
gling  through  the  third — marked  by  ie 
information  explosion,  the  demise  of  le 
nuclear  family,  and  more — which  is  viyl 
this  book  is  still  an  indispensable  ridi 
map  for  the  present  and  the  future.  . 

■  Berkshire  Hathaway  Annual  Repos. 
Forget  Graham  and  Dodd's  classic  Seu-\ 
rity  Analysis.  If  you  believe  your  jotisj 
a  manager  is  to  create  value,  you'll  h?6 
more  fun  hearing  it  from  Warren  5 
Buffett,  the  world's  most  famous  in^s- 
tor  and  a  Graham  and  Dodd  devo  e 
Buffett's  pithy  annual  reports 
packed  with  more  interesting  prose  ;ici 
commonsense  advice  on  managemot 
and  markets  than  any  single  book  yoire 
likely  to  find  in  a  mall  bookstore. 

BY  JOHN  A.  BYHE 
Associate  Editor  Byrne  heads  Bt'SINSS 
week's  management  coverage. 
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OF  IHE  YEAR 


BUSINESS 
MANAGERS 


Products,  systems,  services:  Industry 
leaders  will  be  at  INTERFACE  "90 
PLUS.  You'll  find  all  the  products 
and  services  to  make 
your  company  more 
productive  and  efficient 
—today  and  tomorrow. 

Business  Week 


Conference  Sessions: 
Learn  the  strategies  to 
implement  solid  commu- 
nications solutions.  Hear 
about  emerging  technolo- 
gies that  will  help  you  plan 
smarter.  Meaty  tutorials 
specifically  for  business  managers 
will  help  you  assess  the  cost- 
benefits  new  technologies  will  have 
for  your  company. 

Conference  tracks  include: 
Wide  Area  Networks  •  Voice  Tech- 
nology •  Local  Area  Networks  • 
Personal  Computers  and  Workstations 

•  ISDN  •  Wiring  Problems  and 
Solutions  •  Information  in  the  '90s 

•  Network  Planning  and  Design 

•  Strategies  for  Systems  Integration 

•  Tutorials:  Back  to  Basics 


Revolutionary  is  the  only  way  to 
describe  the  communications  industry. 
How  to  keep  abreast?  Where  to  com- 
pare products  and  systems?  Why,  at 
INTERFACE  '90  PLUS,  March  6-8 
in  Dallas,  of  course! 

Start  with  the  keynote  address 
from  MCI  founder  and  Chairman 

Bill  McGowan.  Share 
his  vision  of  the 
information  age.  Its 
promise,  perils,  and 
opportunities. 

Add  perspective 
gleaned  from  more 
than  50  conference 
sessions  directed  by 
Business  Week,  the 
world's  leading 
business  weekly. 
See  new  products  and  systems— 
hundreds  of  them.  Talk  with  innova- 
tors, technical  wizards,  strategists  and 
the  marketing  and  sales  pros.  Only 
at  INTERFACE  '90  PLUS- where 
communications  for  the  '90s  begin, 
and  the  21st  century  unfolds. 

For  information  and  reservations: 
CALL  (617)  449-8938 
FAX:  (617)  449-2674 


CE'90 


EVENT 


Business 


TECHNOLOGY 
MANAGERS 

Products,  systems,  services:  Get 
in-depth  answers  from  the  experts. 
Compare  the  pros  and  cons  of  multi- 
ple vendor  solutions.  Test-drive  new 
products:  personal  computers  and 
software;  voice  and  image  systems; 
LANs  and  WANs.  The  entire  spec- 
trum will  be  at  INTERFACE  '90 
PLUS. 

Business  Week  Technical  Confer- 
ence: More  than  75  hours  of  sophisti- 
cated technical  sessions  just  for  you  — 
to  freshen  your  technical  acumen  and 
help  you  become  a  more  insightful 
strategic  planner,  an  asset  within  your 
company. 

User  Group  and  Association  Meet- 
ings: Rub  shoulders,  exchange  ideas, 
seek  advice  from  the  industry's 
technical  movers  and  shakers,  MIS 
executives  from  large  companies  and 
from  innovative  LAN  Managers. 

Dallas  Convention  Center 
March  6-8,  1990 


Produced  by 

HTHE  INTERFACE  GROUP  Inc. 

World's  Leading  Independent  Producer  of 
Conferences  and  Expositions 


EXPOSITION  AND  CONFERENCE 


MARCH  6-8.  DALLAS 
YOU'RE  INVITED! 


AnIBMAS/^00  mid-  | 
range  computer  runs  i, 
over  5000  applicationsk 
to  help  YOU  ruii  your  \ 
kind  of  "business.  i 


The  last  thing  a  small  busi- 
ness needs  is  a  computer  solution 
based  on  tj'e  idea  of  smallness. 


Yet  you  hear  things  like,  "h's 
the  j)erfect  inventory  package  lor 
small  businessr  as  if  inventories 
of  car  dealers,  grocei"y  stores  and 
real  estate  brokers  had  much  in 
common. 

So,  when  we  talk  about  our 
/\j)plication  System/4 0(1"  the  ques- 
tion ''What  do  you  do?  '  comes 
way  before  "How  big  are  you?" 


l^he  IBM  AS/400  runs  over  5,(p' 
applications,  so  the  first  order  t 
business  is  choosing  the  one  t  a 
best  for  you. 

Retailers,  manufacturers 
distributors,  law  firms,  banks, 
school  boards,  you  name  it,  Cc| 
all  find  powerful,  proven  AwS/4V 
software  designed  to  meet  the' 
special  needs. 


•Source  SierraWOO  OalaSa-ip    'c,  1990  IBM  Corporation  IBM  and  400  ate  fegislered  trademarks,  and  Application  Svstem/400  and  AS/400  ate  trademarl^  of  IC'-' 


And  no  matter  liow  big  your 
AS/400  gets  (from  a  few  users  to 
hundreds),  the  software  you 
started  with  will  always  be  able  to 
serve  you. 

What's  more,  an  AS/400  is 
easy:  to  learn,  to  use  and  (starting 
around  $25,000)  to  pay  for. 
Which  helps  to  explain  why  in  a 
major  survey  of  midrange  system 


owners,  the  AS/400  users  showed 
the  highest  level  of  satisfactionr 

lb  learn  more,  call  us  at 
1-800-365-4  IBM. 

The  IBM  AS/400.  Its  tlie 
solution  that  recognizes  what  all 
small  businesses  have  in 
common.  — ^  — 

^  ^^^^^  ■■!■ 
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conomic  Viewpoint 


A  BOUQUET, 
PLEASE,  FOR 
THE  EUROPEAN 
COMMUNITY 


BY  ROBERT  KUTTNER 


With  the  passing  of 
the  cold  war,  economics 
becomes  the  new  high 
politics,  and  the  EC's 
lack  of  military  forces 
ceases  to  be  a  disadvantage 
to  the  emerging  superstate 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENr  FOR  THE  NEW  REPUBLIC 
AND  CO-EDITOR  OF  the  AMERICAN  PROSPECT 


Let  us  now  praise  the  European 
Community.  The  12-nation  Common 
Market  is  one  of  the  unsung  heroes 
of  the  detente  now  reshaping  the  Conti- 
nent. In  the  first  place,  given  Germany's 
jaclcbooted  past,  the  only  reason  a  reuni- 
fied Germany  is  politically  and  militarily 
thinkable  to  either  the  U.  S.  or  the  Soviet 
Union  is  that,  for  better  than  30  years, 
West  Germany  has  been  a  good  Europe- 
an citizen  through  the  EC.  As  West  Ger- 
man Foreign  Minister  Hans-Dietrich 
Genscher  said  so  eloquently  as  the  blue- 
print for  German  unification  was  un- 
veiled: "We  seek  a  European  Germany, 
not  a  German  Europe." 

The  EC  has  allowed  longtime  enemies 
to  merge  their  nationalism  into  a  larger 
whole  and  smaller  neighbors  to  feel  se- 
cure. France,  for  the  first  time  since  Na- 
poleon, gets  to  project  her  own  version 
of  grandeur  onto  a  greater  Europe  with 
a  vaguely  Gallic  flavor.  The  Germans 
can  view  the  EC  as  their  long-sought 
"Mitteleuropa."  Even  little  Luxembourg 
can  enjoy  proxy  grandiosity. 

Second,  though  American  right-wing- 
ers keep  giving  the  Reagan  Administra- 
tion credit  for  bringing  communism  to 
its  knees,  the  reality  is  rather  more  com- 
plicated. Think  of  it  as  a  nice  cop/bad 
cop  act.  Ronald  Reagan's  bellicosity  did 
squeeze  Mikhail  Gorbachev  by  intensify- 
ing a  costly  arms  race.  On  the  other 
hand,  European  federalists  since  Charles 
de  Gaulle  and  Willy  Brandt  have  been 
talking  of  a  Europe  "from  the  Atlantic 
to  the  Urals"  and  an  ostpolitik  of  de- 
tente with  the  Soviets.  During  the  1980s, 
Europe  gained  big  visions  of  economic 
union  and  lost  its  enthusiasm  for  cold 
war.  That  posture  helped  convince  the 
Soviets  that  Western  Europe  was  no 
threat,  that  military  disengagement  was 
possible,  and  that  they  had  little  to  gain 
from  a  continued  arms  race.  Reaganism 
without  the  counter-balance  of  ostpoli- 
tik was  only  a  recipe  for  more  cold  war. 
MIXED  EMOTIONS.  Third,  Soviet  disen- 
gagement from  East  Europe  would  have 
been  far  more  awkward  without  an  EC. 
At  last  year's  summit,  the  Atlantic  allies 
shrewdly  assigned  the  EC  the  lead  in  the 
economic  reconstruction  of  former  Sovi- 
et satellites.  Having  the  Brussels-based 
European  Commission,  which  has  no 
army,  fill  the  vacuum  in  Warsaw  and 
Budapest  allowed  Moscow  a  more  digni- 
fied retreat.  Given  the  legacy  of  great- 
jjower  tensions,  the  Russians  could  hard- 
ly have  let  the  U.  S.  play  a  leading  role. 

The  European  Community  is  the  out- 
standing example  of  statecraft  of  the 
past  quarter  century.  And  the  next  quar- 
ter century  is  likely  to  see  not  just  a 
common  market,  but  a  common  Europe- 
an currency  and,  increasingly,  a  federat- 
ed European  government.  The  EC  al- 


ready handles  all  trade  policy,  e 
agricultural  policy,  and  most  commerci 
policy  for  its  member  nations.  With  tl 
passing  of  the  cold  war,  economics  b 
comes  the  new  high  politics.  It  ceases 
be  a  liability  that  the  European  Comm 
nity,  as  an  emerging  superstate,  has  \ 
army  or  navy.  On  the  contrary,  it  t 
comes  a  definite  advantage. 

The  EC,  unlike  the  U.  S.  under  Ronaj 
Reagan  and  George  Bush,  believes  in, 
mixed  economy,  with  an  advanced  w 
fare  state,  protections  for  organized  ' 
bor,  and  active  involvement  of  gover 
ment  in  technology,  transportation,  ail 
industrial  and  social  planning.  In  Bui| 
Administration  circles,  Brussels  is  ofttj 
criticized  as  representing  "statism"  'i 
"Fortress  Europe."  This  is  laissez-fai;! 
blather.  As  a  nation  that  was  present 
the  creation  of  postwar  Europe,  Ameriii 
experiences  complex  Oedipal  feelings  Ej 
pride  mixed  with  rivalry  as  Euroji 
comes  of  age.  Although  the  EC  practic; 
a  slightly  different  brand  of  capitaliM 
than  America's,  it  is  less  a  fortress  th ! 
a  bridge — and  a  damned  useful  one,  r 
that.  The  naysayers  now  doubt  whethr 
the  vision  of  Europe  1992  is  compatilj 
with  the  new  German  role  east  of 
Oder/Neisse.  Let's  hope  they're  wroi , 
for  the  EC  is  now  more  crucial  than  evi 
BUFFER  ZONE.  In  the  closing  months  f 
World  War  II,  Roosevelt  and  then  Ti- 
man  looked  to  Europe  as  a  third  foi? 
that  would  defend  itself,  keep  the  t'j 
superpowers  from  clashing  with  eai 
other,  and  make  it  unnecessary  for  t? 
U.  S.  to  keep  a  permanent  military  pr- 
ence  on  European  soil.  But  Stalinist  » 
pansionism,  West  Europe's  own  \\i 
damage,  and  the  strategy  of  the  Atlanc 
alliance  intervened.  Half  a  century  lat 
we  are  only  now  coming  full  circle,  o 
the  European  third  force  that  Roosevt 
imagined  for  1945,  with  a  Franco-(;' 
man  entente  at  Europe's  center. 

For  this  outcome,  we  can  give  cre  i 
to  George  Kennan's  vision  of  contiu 
ment,  Germany's  own  recent  peace  il 
past,  and  Gorbachev's  astounding  dti 
sion  to  make  a  virtue  of  necessity.  V 
can  give  some  credit  to  NATO,  too.  Ii 
even  more  credit  belongs  to  Western  h 
rope's  long  roster  of  farsighted,  hoi; 
grown  federalists.  We  Americans,  alt 
time  when  most  of  us  were  Englishmi 
invented  federalism  and  grasped  its  c  i 
nection  to  political  democracy.  But  pcc- 
war  European  federalism,  based  |b  j 
gradual  unification  of  sworn  national  \- ' 
emies,  is  an  even  more  remarka  e 
achievement. 

It  has  often  been  said  that  if  the  2(h 
was  the  American  Century,  the  21st  c»i- 
tury  would  likely  be  Asian.  But  it  n*' 
looks  as  if  old  Europe  has  a  pretty  g(d 
claim  to  that  new  title,  too. 
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Introducing  a  somewhat 

;hter  cellular  phone. 

1 

At  14  ounces  light.  2.3  inches  narrow.  7.2  inches  short  and  a  mere  inch  thin,  the  NEC 
Portable  Phone  may  be  the  easiest  way  to  carry  a  conversation.  It  can  go  from  a  car  to  a 
boat  to  a  pocket  in  seconds.  And  with  a  talk  time  of  80  minutes  (or  18  hours  standby)  and 
digital  clock  with  automatic  wake-up  features,  there's  only  one  smart  thing  to  do.  Pick  up  the 
phone.  For  more  infoniiation  and  where  to  buy  an  NEC  Portable  Phone,  call  1  -800-643-8820. 

NEC 

The  fuel  of  flight.  For  a  winged  acrobat 
weighing  only  one-tenth  of  an  ounce,  it's 
almost  pure  nectar.  For  a  367-ton  jetliner, 
it's  prime  aviation  fuel,  about  18,000 
gallons  of  it,  to  carry  450  people  from 
New  York  to  Los  Angeles.  This  year, 
BP  America  will  supply  1.6  billion  gallons 
of  aviation  fuel  to  300  airports  across 
the  countryy  which  makes  us  one  of  the 
nation's  largest  suppliers.  And  helps  to 
keep  175  different  airlines  humming. 


AMERICA 

200  Public  Sq.  Cleveland.  OH  441 14 


conomic  Trends 


BY  GENE  KORETZ 


DEFICIT  DOCTORS 

CAN'T  RELY 

ON  SOCIAL  SECURITY 


The  irony  of  the  latest  uproar  over 
using  the  Social  Security  surplus  to 
paper  over  the  federal  deficit  is  that  the 
biggest  impact  on  deficit  reduction  is  al- 
ready behind  us,  observes  economist  Su- 
san M.  Hering  of  Salomon  Brothers  Inc. 
From  fiscal  1986  through  1989,  she  says, 
the  cash  surpluses  in  the  old-age  and 
disability-insurance  trust  funds  grew  by 
some  $12  billion  annually.  But  for  fiscal 
1990  through  1995,  these  surpluses — the 
difference  between  benefit  outlays  and 
payroll-tax  receipts — will  rise  by  only 
about  $5  billion  a  year.  The  rest  of  the 
Social  Security  surplus,  which  consists 
largely  of  interest  payments  credited  to 
the  trust  funds  by  the  Treasury,  doesn't 
affect  the  federal  deficit  since  it's  a 
bookkeeping  entry  from  one  agency  to 
another. 

Meanwhile,  the  surplus  of  the  third 
Social  Security  trust  fund,  which  covers 
hospital  insurance  under  medicare,  is 
shrinking  significantly,  and  the  fund  is 
expected  to  be  bleeding  red  ink  within  a 
few  years.  The  upshot,  says  Hering,  is 
that  "from  here  on  in,  the  combined  So- 
cial Security  trust  funds  will  be  offering 
less  and  less  help  to  those  trying  to  re- 
duce the  federal  deficit." 


LIVING  ALONE 

CAN  BE  HAZARDOUS 

TO  YOUR  HEALTH 


Are  radical  changes  in  Americans' 
living  patterns  having  an  adverse 
effect  on  the  nation's  health — and  thus 
on  its  health  bill?  Health  experts  and 
demographers  have  long  observed  that 
married  people  are  healthier  than  un- 
married people  and  that  death  rates — 
from  all  causes — are  consistently  higher 
among  single  and  socially  isolated  peo- 
ple. But  now,  in  light  of  the  continuing 
breakdown  of  traditional  social  relation- 
ships in  America,  such  observations  are 
drawing  new  attention. 

Demographers  predict,  for  example, 
that  107^  of  young  men  and  women  to- 
day will  never  marry  and  that  half  of 
those  who  do  will  divorce.  Some  377c  of 
adults  over  18  are  single,  and  roughly 
one-fourth  of  all  households  consist  of 
just  one  person.  One  child  in  four  is  born 
out  of  wedlock,  and  one-fourth  of  all 
children  now  live  with  a  single  parent. 
"The  evidence  suggests  that  trends  to- 


ward less  social  integration  among 
Americans  will  exact  an  increasing  toll 
in  terms  of  health  costs,"  says  sociolo- 
gist James  S.  House  of  the  University  of 
Michigan.  In  a  recent  issue  of  Economic 
Outlook  USA,  published  by  the  universi- 
ty's Institute  for  Social  Research,  House 
and  fellow  researchers  Karl  R.  Landis 
and  Debra  Uniberson  reviewed  a  num- 
ber of  recent  studies  that  point  to  a 
causal  relationship  between  poor  social 
relationships  and  poor  health. 

One  study  looked  at  a  random  sample 
of  4,775  adults  in  Alameda  County, 
Calif.,  who  were  between  30  and  65  in 
1965.  It  found  that  those  who  had  the 
weakest  social  ties — as  measured  by 
marital  status,  contacts  with  family  and 
friends,  and  church  and  other  group  af- 
filiations— had  significantly  higher  death 
rates  over  the  following  nine  years  than 
did  those  with  the  strongest  social  ties, 
even  after  adjustments  were  made  for 
age,  sex,  initial  health  status,  smoking, 


ARE  SOCIAL  TRENDS 
AFFECTING  HEALTH  COSTS? 
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physical  activity,  obesity,  and  other  fac- 
tors. Other  research  projects  in  the 
1970s  and  1980s  in  Michigan,  Sweden, 
and  Finland  turned  up  parallel  results: 
The  more  socially  isolated  people  were 
at  the  start  of  the  studies,  the  higher 
their  subsequent  mortality  rates. 

Similarly,  demographer  Barbara  Foley 
Wilson  and  health  statistician  Charlotte 
Schoenborn  of  the  National  Center  for 
Health  Statistics  reported  in  November's 
American  Demographics  that  a  1987 
government  health  survey  showed  that 
the  association  between  marital  status 
and  health  noted  in  earlier  surveys  has 
not  changed  "despite  dramatic  changes 
in  marriage  patterns."  Specifically,  mar- 
ried people  at  all  ages  are  still  more 
likely  to  say  their  health  is  good  or  ex- 
cellent, to  have  fewer  chronic  disabil- 
ities, and  to  spend  less  time  sick  in  bed. 

"As  the  unmarried  share  of  the  popu- 


lation grows,"  advise  Wilson  ar 
Schoenborn,  health  experts  should  tal 
these  data  into  account  "as  they  proje^ 
people's  medical  needs."  For  his  par 
House  points  out  that  recent  studi< 
suggest  that  mortality  rates  are  aboi 
1007'  to  3007  higher  for  socially  isolate 
men  and  507  to  1507  higher  for  social 
isolated  women  than  for  their  social 
integrated  counterparts.  "That's  rough 
in  the  same  ball  park  as  the  effects 
mortality  that  have  been  estimated  f( 
smoking,"  House  notes. 
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AUTO  OUTPUT 
SHOULD  REV  UP  GNP 
IN  THE  SPRING 
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The  mood  of  the  hard-pressed  au 
industry,  which  only  a  few  montl 
ago  was  traumatized  by  the  specter 
vanishing  demand,  is  startmg  to  n 
prove — and  the  change  suggests  th 
the  pace  of  economic  growth  will  quic 
en  significantly  next  quarter.  After  la 
guishing  at  a  6.2  million-unit  annual  ra 
in  the  fourth  quarter,  domestic  car  sal 
accelerated  smartly,  to  a  7.5  million  cl 
in  January,  and  hardly  slowed  in 
first  10  days  of  February. 

Counting  auto  imports  and  domestic 
ly  produced  light  trucks,  which  are  us 
more  and  more  as  car  substitutes.  Jar  fiM^ 
ary  sales  hit  a  14.8  million-unit  annu 
rate — their  best  performance  since  St 
tember  and  well  above  last  year's 
million  average.  "That's  good  news 
those  worried  about  collapsing  consum 
spending,"  says  economist  Sally  Kle 
man  of  Manufacturers  Hanover  Secu 
ties  Corp.  "It  indicates  that  househol 
still  have  the  wherewithal  and  desire 
buy  big-ticket  items — if  the  deal  is  sw( 
enough." 

It's  also  good  news  for  the  econonBffls.  pi 
When  car  sales  slumped  late  in  1989  %  \ 
the  wake  of  new-model  price  hikes  a 
incentive  reductions,  auto  makers 
production  enough  to  lessen  the  ecoi 
my's  growth  rate  in  the  fourth  quart 
by  half  a  percentage  point.  But  they  s 
didn't  act  fast  enough  to  prevent  inv( 
tories  from  soaring,  and  the  industry  < 
back  even  more  in  the  current  quart(  (lt|| 

Based  on  January's  output  and  asse 
bly  schedules  for  February  and  Man 
Kleinman  figures  the  auto  sector  v 
subtract  about  PA  percentage  poii 
from  gross  national  product  in  the  fi: 
quarter.  But  with  sales  outpacing  p; 
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duction  and  inventories  nearing  nornji 
levels,  auto  makers  are  almost  certainja 
build  more  cars  in  the  spring.  Suchji 
turnaround  could  add  about  two  perce^ 
age  points  to  the  economy's  growth  r;E 
in  the  second  quarter,  says  KleinmanP 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


low  DEMAND  MAY  PIERCE 
HE  EXPANSION'S  ARMOR 


rhe  unique  feature  of  this  87-month  expansion  has 
been  its  invincibility  in  times  of  trouble — its  resis- 
tance to  the  pressures  of  foreign  competition,  to 
)cks  from  Wall  Street,  and  to  recessions  in  various 
ustries  and  regions.  Its  armor  has  been  strong  de- 
nd.  Spending  by  consumers,  businesses,  or  foreigners 
i  always  been  there  to  cushion  the  blow.  But  now,  the 
»nomy  faces  a  growing  list  of  troubles  while  demand 
slowing — with  little  prospect  that  it  will  pick  up. 
nterest  rates  are  the  problem.  In  particular,  long-term 
es  are  rising.  That  will  put  a  lid  on  demand  for 
asing,  autos,  and  other  durable  goods  in  coming 
inths.  Rates  are  moving  higher  because  U.  S.  yields 
ist  compete  with  rising  foreign  rates  if  this  country  is 
keep  attracting  capital.  And  inflation  remains  enough 
a  concern  that  the  Federal  Reserve  Board  is  unlikely 
ease  monetary  policy  any  time  soon. 

Inflation  looked  anything  but 
tame  as  the  year  began.  Ex- 
tremely cold  weather  in  Decem- 
ber boosted  January  prices  for 
food  and  energy.  Prices  in  both 
of  those  categories  should  settle 
down  by  spring,  but  consumer 
inflation  elsewhere  is  likely  to 
remain  stubborn. 

Consumer  prices  jumped  1.17< 
in  January,  the  largest  gain  in 
IV2  years.  Food  and  energy  ac- 


PRICE  PRESSURES 
LRE  STILL  BUILDING 
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mted  for  607^^'  of  the  rise,  but  even  excluding  those 
Tiponents,  prices  were  up  0.67-.  During  the  past  three 
mths,  prices  of  nonfuel,  nonfood  items  rose  at  an 
nual  rate  of  5.3%,  an  acceleration  from  3.87'  over  the 
ivious  three  months  (chart).  That's  a  sign  that  higher 
lation  is  becoming  embedded  in  the  economy. 

rHE  FED  During  testimony  to  Congress  on  Feb.  20, 
HAY  KEEP  Fed  Chairman  Alan  Greenspan  strongly 
rHE  LID  ON  suggested  that  the  Fed  is  willing  to  toler- 
iROWTH  below-par  economic  growth  to  keep 

'lation  in  check.  He  outlined  the  Fed's  new  economic 
•ecast,  which  calls  for  growth  of  1.757  to  27  this  year, 
th  inflation  running  47  to  4.57.  Since  the  Fed  has  said 
it  4.57f  inflation  is  unacceptable,  its  forecast  implies 
it  growth  greater  than  27  is  also  unacceptable. 
But  the  longer  economic  growth  remains  sluggish,  the 
eater  the  chances  the  economy  will  slip  into  recession, 
le  of  the  biggest  problems  is  profits.  Although  the 
onomy  grew  2.47-  last  year,  corporate  earnings  slid 
arply.  The  reason:  Unit  labor  costs  in  1989  rose  faster 


than  prices  for  the  first  time  since  the  profit  squeeze  of 
1986.  And  1990  is  starting  out  the  same  way. 

If  demand  continues  at  its  subdued  pace,  companies 
that  can  raise  prices  will  do  so,  but  those  that  cannot  will 
have  to  cut  costs  by  trimming  payrolls.  Goods  producers, 
which  get  hit  hardest  by  higher  interest  rates,  will  have 
the  most  difficulty  raising  prices.  Consumer  prices  for 
goods,  excluding  food  and  energy,  rose  at  an  annual  rate 
of  only  3.47  during  the  past  three  months. 

Many  service  companies  will  find  it  easier  to  hike 
prices.  During  the  same  period,  service  inflation  has 
exceeded  67.  The  result:  1990  is  shaping  up  as  a  year  of 
sluggish  growth  with  little  improvement  in  inflation. 

DETROIT       The  easing  of  goods  inflation  is  a  result 

BEGAN  '90     of  the  auto-led  slowdown  in  manufactur- 

BY  HITTING    ing  and  the  sluggishness  in  housing. 

THE  BRAKES  Pressures  on  capacity  are  easing  as  fac- 
tory output  keeps  slowing  down.  However,  the  industrial 
sector  was  not  as  weak  as  the  latest  numbers  implied. 

Industrial  production  in  the  nation's  factories,  utilities, 
and  mines  fell  1.27  in  January,  the  steepest  drop  in 
nearly  four  years.  Capacity  utilization  dipped  from  83.17 
in  December  to  81.97,  the  lowest  in  more  than  two 
years.  Weather  and  the  huge  one-month  cutbacks  in  auto 
production  accounted  for  the  month's  sharp  declines. 

Car  output  fell  to  an  annual 
rate  of  only  4.1  million  in  Janu- 
ary from  6.2  million  in  Decem- 
ber as  Detroit  sought  to  reduce 
dealers'  inventories.  Combined 
with  new  incentives  to  buyers 
that  boosted  sales,  the  efforts 
were  successful.  Car  output  is 
scheduled  to  bounce  back  in 
February  and  March  (chart). 

As  a  result,  industrial  produc- 
tion is  likely  to  recover  in  Feb- 
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ruary.  With  car  sales  running  well  ahead  of  scheduled 
production,  auto  output  is  likely  to  pick  up  still  more  in 
the  second  quarter,  helping  to  buoy  overall  industrial 
output  this  spring.  But  with  demand  likely  to  remain 
sluggish,  the  industrial  sector  doesn't  have  much  incen- 
tive to  give  output  a  big  boost. 

Bad  weather  also  distorted  the  January  numbers.  De- 
cember was  the  fourth-coldest  since  1895,  and  January 
turned  out  to  be  the  warmest  on  record.  As  a  result, 
utility  production  swung  wildly,  jumping  6.3%  in  Decem- 
ber and  plunging  10.77'  in  January. 

Housing  starts  gyrated  just  the  opposite  way,  plum- 
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meting  6.9%  in  December  to  an  annual  rate  of  1.25 
million,  and  rising  a  record  29.6%  in  January  to  1.63 
million.  Starts  in  coming  months  are  likely  to  fall  back  to 
their  recent  trend  of  about  1.4  million.  Mortgage  rates 
have  already  risen  a  bit  since  the  beginning  of  the  year, 
and  any  further  increases  will  keep  builders  cautious. 


I STALEMATE  The  slowdown  in  domestic  demand  may 
ON  THE  at  least  have  a  beneficial  effect  on  the 
TRADE  trade  deficit  by  slowing  down  import 

FRONT  growth.  The  problem  is  that  exports  are 

also  slowing,  so  don't  expect  much  in  the  way  of  shrink- 
age in  this  year's  trade  gap. 

The  merchandise  trade  deficit  narrowed  sharply  in 
December,  but  that's  hardly  indicative  of  the  underlying 
trend.  It  fell  to  a  five-year  low  of  $7.2  billion  from 
November's  $10.3  billion.  But  the  decline  isn't  sustain- 
able because  the  December  combination  of  rising  exports 
and  falling  imports  won't  continue. 

Exports  did  advance  a  healthy  2.4%,  to  $31.1  billion, 
in  December.  But  much  of  that  came  from  a  $1  billion 
jump  in  aircraft  exports  as  shipments  rebounded  after 
the  Boeing  Co.  strike  ended.  Meanwhile,  imports  fell 
5.9%  to  $38.3  billion  in  December,  after  falling  1.5%'  in 
November.  The  drop  was  fairly  widespread  with  declines 
in  chemicals,  clothing,  and  electrical  machinery. 

Imports  probably  rebounded  in  January.  Oil  imports, 
which  fell  in  December,  increased  as  refiners  replenished 
inventories  depleted  during  December's  cold  snap.  Im- 
ports accounted  for  54%  of  U.  S  oil  consumption  in  Janu- 
ary. And  the  strong  January  rise  in  retail  sales  suggests 
that  consumer  demand  for  foreign  goods  rose,  too. 

For  exports,  the  outlook  depends  heavily  on  the  dol- 
lar's performance  in  foreign  currency  markets.  Since 
July,  the  dollar  has  weakened  against  the  major  Europe- 
an currencies.  This  suggests  that  U.  S.  goods  will  remain 
competitive  in  Western  Europe  while  Europe's  ship- 
ments to  the  U.  S.  grow  more  expensive.  So  our  trade 


deficit  with  those  countries  should  improve,  althou, 
probably  not  as  sharply  as  it  did  last  year. 

In  1989,  the  U.  S.  trade  deficit  with  Europe  narrow(| 
to  just  $1.3  billion  from  $12.6  billion  in  1988  (chart) 
fact,  the  improvenient  in  our  trade  with  Europe  accou: 
ed  for  nearly  all  of  the  $10  billion  shrinkage  in  laj 
year's  trade  deficit  to  $108.6  billion. 

But  the  dollar  has  strength- 
ened against  the  Japanese  yen. 
On  Feb.  20,  it  commanded  145 
yen,  compared  with  125.8  yen  a 
year  earlier.  This  shift,  plus  the 
cost  advantages  of  producers  in 
countries  such  as  Singapore  and 
Taiwan,  means  that  our  huge 
trade  deficits  with  the  industrial 
countries  of  Asia  won't  narrow 
much  this  year. 
Trade  improvement  with  oth 
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er  regions  will  probably  be  stymied  in  1990,  too.  Becau| 
of  economic  and  political  changes  in  Latin  America,  t! 
U.  S.  isn't  likely  to  boost  exports  much  to  those  cou] 
tries,  with  the  possible  exception  of  Mexico,  our  thirj 
largest  trading  partner. 

The  growing  U.  S.  reliance  on  foreign  oil  means  o 
trade  gap  with  OPEC  will  worsen,  as  it  did  last  year, 
although  some  analysts  are  optimistic  about  trade  pn 
pects  with  Eastern  Europe  and  the  Soviet  Union, 
shipments  to  these  countries  account  for  only  l.l 
of  our  exports.  So  growth  in  our  exports  there  won't 
much  to  help  the  overall  trade  picture. 

With  exports  already  slowing  down,  the  economy 
running  out  of  ways  to  grow.  Foreign  shipments  ro 
13%  last  year,  down  from  27%  in  1988.  Growth  in  1990 
probably  going  to  be  even  slower.  Moreover,  domes 
consumers  and  businesses  are  still  the  most  importa 
markets  for  American  producers.  But  higher  intert 
rates  threaten  to  dampen  domestic  demand,  as  well 


THE  WEEK  AHEAD 


DURABLE  GOODS  ORDERS 


Tuesday,  Feb.  27,  8: JO  a.m. 
New  orders  for  durable  g:oods  probably 
fell  by  about  47'  in  January,  reversing  a 
'.J.27'  rise  in  December.  A  drop  in  orders 
for  new  cars  contributed  to  the  e.xpected 
January  decline. 

GROSS  NATIONAL  PRODUCT  (REVISION) 

Wednesday,  Feb.  28,  8:30  a.m. 
The  consensus  is  that  fourth-quarter 
growth  in  the  real  gross  national  prod- 
uct was  little  changed  from  the  previous 
estimate  of  an  annual  rate  of  just  0..5''^. 
Upward  revisions  to  foreign  trade  and 
consumer  spending  offset  downward  ad- 
justments to  inventories  and  construc- 
tion. In  the  third  quarter,  the  economy 


expanded  at  a  healthier  37'  annual  pace, 
after  price  changes. 

NAPM  SURVEY  

Thursday,  Mar.  1,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  business  activity  index  in 
February  probably  didn't  move  far  from 
its  45.27o  level  in  January,  reflecting 
problems  in  durable-g'oods  industries. 

PERSONAL  INCOME  

Thursday,  Mar.  1.  10  a.m. 
Personal  income  probably  increased  a 
strong  0.77  in  January,  following  a  0.57f 
gain  in  December.  Rising  car  sales 
helped  to  lift  consumer  spending,  which 
probably  grew  by  about  0.87:  in  January, 
after  a  17  advance  in  December. 


CONSTRUCTION  SPENDING  

Thursday,  Mar.  1,  10  a.m. 
Construction  spending  in  January  prol 
bly  rebounded  with  a  1.57f  jump,  afi 
extremely  cold  weather  caused  buildil 
activity  to  drop  0.67?  in  December. 

LEADING  INDICATORS  

Friday,  Mar.  2,  8: JO  a.m. 
The  index  of  leading  indicators  likj 
rose  a  modest  0.47:  in  January.  In 
cember,  the  gain  was  a  healthier  0.8/j 

NEW  SINGLE-FAMILY  HOME  SALES 

Friday,  Mar  2,  10  a.m. 
New  home  sales  probably  rose  tol 
675,000  annual  rate  in  January  from  jf 
a  629,000  yearly  pace  in  December. 
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"Thank  you 
for  using  tAQ" 

Whenever  you're  calling  away  from  home 
and  you  hear,  "Thank  you  for  using  MCI',' 
you  can  be  sure  of  getting  a  full  range  of  the 
highest  quality  operator  services.  Whether 
you  need  help  with  a  person-to-person  or  col- 
lect call,  or  third  party  billing,  a  friendly  MCI 
operator  will  always  be  ready  to  handle  your 
connection.  And,  if  you're  using  your  local 
telephone  company  calling  card,  you  can  be 
confident  that  your  call  will  go  through 
quickly  and  efficiently  on  the  world's  most 
modern  network 


MCI  Operator  Services.  You  can  depend 
on  us.  For  more  information,  call 
1-800-888-0800. 
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AND  A  HICCUP  IN  ONE 
MARKET  IS  FELT  BY  All 


usinesses  and  consumers  across 
America  on  Feb.  20  got  a  glimpse 
'of  what  the  loss  of  global  eco- 
nomic leadership  could  mean  for  a  debt- 
strapped  U.  S. — and  they  can't  have 
liked  what  they  saw.  Spooked  by  sharply 
rising  interest  rate.s  in  West  Germany 
and  Japan,  U.  S.  bond  prices  tumbled  by 
2'',  sending  long-term  rates  to  a  nine- 
month  high.  Stocks  dived,  too. 

The  bloodletting  left  nervous  investors 
wondering  how  long  it  might  go  on. 
Odds  are  that  interest  rates  will  begin  to 
ease  by  spring,  as  the  political  and  eco- 
nomic turmoil  caused  by  reunification 
plans  in  Germany  and  elections  in  Japan 
settle  down.  But  the  U.  S.  markets,  now 
acutely  sensitive  to  every  hiccup  in 
Frankfurt  and  Tokyo,  could  be  in  for  a 
rough  ride.  "We've  talked  for  years 
about  the  volatility  of  a  global  financial 
market,"  says  Darwin  Beck,  economist 
at  First  Boston  Corp.  "Now,  it's  here." 

Unless  U.  S.  interest  rates  rise,  the 
dollar  might  fall  57'^  or  more  against  the 
Japanese  yen.  The  more-than-37f  drop  in 
Tokyo  stocks  on  Feb.  21 — the  third- 
worst  day  ever  for  that  exchange — 
won't  be  the  last  for  that  overheated 
market.  And  on  Wall  Street,  some  quan- 
titative analysts,  who  study  the  relation- 
ship between  corporate  earnings,  inter- 
est rates,  and  stock  prices,  now  believe 
that  the  New  York  market  is  overvalued 
by  as  much  as  10?^  to  157. 

As  the  U.  S.  economy  struggles  to 
pick  up  steam  this  spring,  American 
home  buyers  and  capital-goods  investors 
will  find  themselves  bidding  for  funds 
against  the  emerging  economies  of  East- 
ern Europe.  Allen  Sinai,  chief  economist 
at  Boston  Co.  Economic  Advisers  Inc., 
calculates  that  international  factors  ac- 
counted for  two-fifths  of  January's  half- 


THE  PUMPED-UP  TOKYO  STOCK  EXCHANGE  HAD  ITS  THIRD-WORST  DAY  EVER  ON  FEB.  21 


24  BUSINESS  WEEK/MARCH  5.  1990 


.  AND  THE  OVERHEATING  IN  JAPAN  ONLY  MAKES  GREENSPAN'S  BALANCING  ACT  TOUGHER 


point  hike  in  U.  S.  bond  rates.  "If  you're 
a  home  buyer,  you  don't  care  if  the  pres- 
sure is  domestic  or  foreign — the  bottom 
line  is  higher  rates,"  he  says. 

Most  of  the  surge  in  rates  started  in 
Germany.  The  rush  to  unify  East  Ger- 
many with  the  West — with  the  attendant 
high  costs  in  budget  deficits  and  mone- 
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tary  expansion — spooked  German  inve 
tors.  Fears  that  the  strictly  anti-inflaticfW 
Bundesbank  would  accecie  to  politic 
pressures  to  pump  out  West  Germ; 
marks  in  a  newly  unified  Germany  sei 
Frankfurt  bond  rates  toward  97 
eight-year  high. 

'EXAGGERATED.'  Yet  fears  of  soariri 
deficits  may  come  to  seem  overblown 
detiiils  of  Chancellor  Helmut  Kohl 
blueprint  for  reunification  emerge.  Bor 
is  counting  on  private  investment  to  he 
it  rebuild  the  East's  ramshackle  econ 
my.  Rapid  productivity  gains  in  the  Ea 
could  take  pressure  off  inflation,  whi 
cheap  East  German  labor  should  mu 
wage  demands  in  the  West.  "Inflatioi 
ary  expectations  are  extremely  exagge 
ated,"  maintains  a  Bundesbank  officia 

Frankfurt  investors  are  beginning 
realize  that.  The  German  bond  mark 
stabilized  on  Feb.  21.  Yet  rates  wor 
ease  much  until  after  East  Germanyl 
Mar.  18  elections.  Then,  German  anj  J 
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ts  expect  long  rates  to  ease  as  inves- 
■s  focus  anew  on  the  Bundesbank's 
ti-inflationary  credentials, 
lapan  faces  its  own  inflation  problem. 

staying  on  the  sidelines  since  its  last 
,e  hike  in  December,  Bank  of  Japan 
ve  many  traders  the  impression  that  it 
s  about  to  let  inflation  ignite.  With 
ce  increases  hitting  3%,  uncommonly 
;h  for  Japan,  unions  are  pressing  for 

wage  hikes  this  spring.  Despite  a 
•inking  trade  surplus,  the  Japanese 
I't  want  to  cut  back  on  the  $150  billion 
!y  invest  abroad  each  year,  so  they're 
rrowing  against  high-priced  real  es- 
e  and  stock  holdings.  "The  Bank  of 
Dan  has  joined  the  world  of  free-flow- 
;  capital — and  they've  found  it's  dou- 
!-edged,"  says  Robert  J.  Barbera, 
earson  Lehman  Hutton  Inc.'s  chief 
)nomist. 

\fter  the  ruling  Liberal  Democratic 
rty's  big  win  on  Feb.  18  (page  41), 
kyo  investors  figured  a  sharp  hike  in 
nk  of  Japan's  official  rates  was  sure 
follow.  Bond  prices  tumbled,  and 
icks  followed  suit.  With  money  market 
ids  paying  against  stock  yields  of 
%,  "there  is  no  reason  to  hold  Japa- 
56  equities,"  says  Tetsuo  Tsukimura 
Smith  Barney,  Harris  Upham  Interna- 
nai  in  Tokyo. 

NSTRAINTS.  Bank  of  Japan's  job  could 
made  easier  if  a  discount  rate  hike 
>ults  in  a  stronger  yen,  say,  138  yen  to 
}  dollar  vs.  the  current  145.  That 
luld  shift  part  of  the  inflationary  bur- 
a  back  to  the  U.  S.,  where  price  pres- 
res  have  already  proved  to  be  more 
ibborn  than  the  Federal  Reserve  Bank 
pected.  Consumer-goods  prices,  ex- 
iding  the  volatile  food  and  energy  sec- 
•s,  rose  at  a  3.4%  rate  in  the  three 
)nths  ended  in  January,  after  a  1.7% 
:e  six  months  earlier.  Prices  of  ser- 
:es  are  climbing  even  faster.  Fed 
airman  Alan  Greenspan  concedes  that 
3  Fed  has  only  capped,  not  reversed, 
ige  and  price  hikes  (box). 
Even  so,  U.  S.  bond  rates  are  likely  to 
ak  soon,  too.  Recent  economic  data 
ve  been  distorted  by  weather  and  la- 
r  strikes,  and  the  bond  markets  may 
an  realize  that  the  economy  has  been 
iaker  than  they  thought.  "If  you're 
tient,  slow  growth  will  bring  inflation 
wn,"  says  Michael  Moran  of  Daiwa 
curities  International. 
That's  not  what  the  stock  market 
mts  to  hear.  For  months,  the  Fed  has 
en  trying  to  beat  down  U.  S.  inflation 
running  the  economy  as  slowly  as  it 
red  without  falling  into  recession, 
ith  events  abroad  imposing  ever 
jhter  constraints  on  U.  S.  policy,  the 
id's  balancing  act — and  the  market's 
3od — is  only  going  to  get  tougher. 
By  Mike  McNamee  in  Washington,  with 
anca  Riemer  in  Paris,  Christopher  Far- 
II  in  New  York,  and  Robert  Neff  in  Tokyo 


Commentary/ by  Mike  McNamee 

THE  FED  IS  PLAYING  A  SMALLER  ROLE 
ON  A  BIGGER  WORLD  STAGE 


15-^ 


CHANGE  IN  CONSUMER 
PRICE  INDEX 


Alan  Greenspan  is  adamant  in  de- 
nying reports  of  strains  be- 
tween the  Federal  Reserve  and 
the  White  House.  "If  you  look  at  the 
overall  relationship,"  the  Fed  chairman 
recently  told  Congress,  "it's  been  ex- 
cellent." On  a  personal  level,  he's  right. 

But  where  it  counts,  in  economics, 
the  two  diverge  sharply.  While  the 
Bush  Administration  calls  for  economic 
growth  of  2.6'a  this  year,  the  Fed  sees 
no  more  than  2' v.  The  Fed  claims  it's 
going  to  beat  inflation  down  to  near 
zero  over  the  next  five  years,  while  the 
White  House  forecasts  inflation  at  well 
above  3%  through  1994.  The  Adminis- 
tration sees  a  budget  surplus  by  1993; 
by  the  Fed's  economic  assumptions, 
there  is  to  be  a  huge  deficit. 

In  the  past,  smart  money  would  bet 
on  the  Fed  to  wimp  out  and  loosen  the 
monetary  reins  in  an 
election  year.  In  the 
Fed's  75-year  history, 
tough  talk  on  infla- 
tion has  almost  al- 
ways lost  to  the  de- 
sire to  eke  out  a  bit 
more  growth.  And 
there's  surely  no  big 
public  demand  to 
crush  inflation:  To- 
day's 4.5'/'  price 
hikes  hardly  faze 
businesses  or  con- 
sumers, who  still 
shudder  at  memories 
of  double-digit  rates. 

But  the  Greenspan  Fed  appears  to 
be  sticking  to  its  guns  on  price  stabil- 
ity. When  the  economy  slid  into  the 
shadow  of  recession  in  December  and 
January,  the  Fed  didn't  panic  and 
pump  out  m.oney.  And  when  the  mar- 
kets get  over  this  inflation  scare,  the 
Fed  can  go  back  to  its  course  of  bring- 
ing interest  rates  down  gradually. 
HEROICS.  What  makes  this  Fed  differ- 
ent? The  most  important  reason  is  the 
experience  of  the  past  decade.  Chair- 
man Paul  A.  Volcker  kept  money  tight 
through  months  of  a  wrenching 
slump — and  emerged  as  a  hero  of  the 
war  on  inflation.  Greenspan  inherited 
those  gains  and  is  unwilling  to  sacrifice 
them  for  short-term  growth.  Moreover, 
the  economic  upheaval  of  the  1970s  and 
1980s  has  altered  the  environment  in 
which  the  Fed  operates.  Three  changes 
stand  out: 

■  No  one  believes  anymore  that  "just  a 
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little  inflation"  is  possible.  At  today's 
4.5%'  rate,  Greenspan  told  a  House  sub- 
committee on  Feb.  20,  "we're  in  an 
area  where  it's  very  easy  for  inflation 
to  start  accelerating.  And  once  infla- 
tion accelerates,  it's  very  difficult  to 
restrain."  Even  the  pro-growth  board 
members  appointed  by  President  Rea- 
gan agree.  "Complacency  with  the  cur- 
rent level  of  inflation  runs  a  real  risk 
of  financial  disruption,"  says  Fed  Gov- 
ernor Wayne  D.  Angell. 

Although  politicians  haven't  realized 
it,  economists  long  ago  gave  up  on  the 
notion  that  running  a  little  extra  infla- 
tion can  buy  a  little  less  unemploy- 
ment. Today,  the  Fed's  watchword  is 
that  inflation  causes  recessions. 

■  Global  markets  have  stripped  the 
U.  S.  of  its  ability  to  run  its  economy  in 
splendid  isolation.  The  world's  pace- 
setters are  the  low- 
inflation  economies 
of  Japan  and  West 
Germany.  "If  we 
conduct  our  affairs 
so  that  our  inflation 
is  higher  than  that  of 
Japan  and  Germany, 
we  run  the  risk  of 
undermining  the  role 
of  the  dollar  as  the 
world's  reserve  cur- 
rency," warns  New 
York  Fed  President 
E.  Gerald  Corrigan. 
If  the  U.  S.  had  to  fi- 
nance its  trade  defi- 
cits in  yen  instead  of  dollars,  Ameri- 
cans might  feel  what  Latin  American 
debtors  have  suffered. 

■  The  Fed  has  given  up  trying  to  do 
everything.  When  Congress  passed  the 
Humphrey-Hawkins  Act  12  years  ago, 
it  ordered  the  Fed  to  cut  unemploy- 
ment, hold  down  rates,  and  keep  the 
dollar  steady — all  while  whipping  infla- 
tion. Now,  the  Fed  knows  its  monetary 
controls  can  be  set  for  only  one  goal  at 
a  time.  "We  believe  inflation  is  more 
important  than  those  other  variables," 
Greenspan  told  the  House  panel. 

The  P'ed  itself  sees  little  progress 
against  inflation  in  1990.  It  will  likely 
have  lots  of  chances  to  follow  its  histo- 
ry and  let  inflation  get  out  of  control 
(chart).  But  George  Bush  shouldn't 
count  on  a  compliant  Fed  to  heed  his 
calls  for  faster  growth.  Not  only  is  this 
Fed  different,  but  the  world  is,  too. 

By  Mike  McNamee  in  Washington 
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Commentary/by  Howard  Gleckman 


MPITAL  GAINS:  BUSH  IS  USING  THE  WRONG  SALES  PITCH 


y  opposing  a  cut  in  the  Social 
■  Security  payroll  tax  at  the  same 
time  as  he  insists  that  taxes  on 
capital  gains  be  slashed,  President 
Bush  is  setting  himself  up  for  a  big 
political  headache.  He'll  probably  get  a 
capital-gains  reduction  in  some  form, 
but  only  after  a  bruising,  and  largely 
unnecessary,  battle  over  the  fairness 
of  the  tax  system. 

The  President  could  argue  that  low- 
er taxes  on  gains  will  offer  all  Ameri- 
cans the  benefits  of  a  productive  and 
more  competitive  economy.  And  the 
country  would  benefit  from  a  debate 
over  how  best  to  encourage  investment 
and  siuir  national  savings. 
'DEMAGOGUES.'  Instead,  Bush  is  water- 
ing down  his  capital-gains  case  by  try- 
ing to  promote  the  scheme  as  a  tax  cut 
for  the  middle  class — his  answer  to  the 
populist  appeal  of  a  payroll-tax  reduc- 
tion. He  has  gone  so  far  as  to  claim 
that  upper-income  taxpayers  wouldn't 
benefit  disproportionately  from  lower 
taxes  on  gains.  "I  am  sick  and  tired  of 
the  demagogues  who  call  this  a  tax  cut 
for  the  rich,"  he  recently  grumbled. 

Unfortunately  for  the  President,  the 
"demagogues"  seem  to  have  the 
facts  on  their  side.  The  profile  of 
the  typical  recipient  of  capital 
gains  that  emerges  from  a  fist- 
ful of  new  studies  is  at  sharp 
variance  with  the  picture  Ad- 
ministration lobbyists  are 
trying  to  paint. 

Economists  Lawrence 
Summers  of  Harvard 
University  and  Daniel 
Feenberg  of  the  National  Bureau 
of  Economic  Research  find  that  the 
recipient  of  capital  gains  most  like- 
ly is  a  very  rich  investor  in  either 
real  estate  or  securities.  A  little 
less  than  half  the  benefits  of  capi- 
tal-gains tax  cuts  would  go  to  own- 
ers of  corporate  stock.  A  like 
amount  would  go  to  real  estate 
buyers.  Only  a  "small  fraction" 
would  go  to  venture  capitalists  or 
small-business  owners,  according  to 
the  two  economists. 

Studies  by  the  Congressional 
Budget  Office  and  the  congressio- 
nal Joint  Tax  Committee  confirm 
thai  most  of  the  benefit  would  go 
to  ti;-  rich.  While  the  analyses 
massage  tlie  numbers  in  slightly 
different  ways,  the  bottom  line 


of  all  three  studies  is  the  same:  Tax- 
payers earning  $100,000  or  more — ap- 
proximately the  richest  2'/o — enjoy  at 
least  two-thirds  of  all  capital  gains 
(chart). 

The  Administration  has  argued  that 
these  numbers  are  misleading  because 
they  include  a  large  number  of  taxpay- 
ers who  are  temporarily  boosted  into 
the  top  brackets  when  they  take  a  gain 
on  the  sale  of  a  house  or  a  small  busi- 
ness. It's  what  Senator  Bill  Bradley  (D- 
N.J.)  calls  the  "hardware  store  argu- 
ment"— the  notion  that  cutting  capital- 
gains  taxes  favors  "the  guy  who  has  to 
sell  his  hardware  store  to  put  his  kids 
through  college." 

But  that  case,  too,  has  been  blown 
apart.  Economist  Joel  M.  Slemrod  of 
the  University  of  Michigan  looked  at 
tax  returns  from  1981  through  1984 
and  found  that  more  than  half  of  all 
capital  gains  were  claimed  by  investors 
who  took  profits  in  each  of  the  four 
vears.  The  one-shot  seller  realized  onlv 
10'^  of  all  gains." 
Looked  at  an- 
other way,  less 
than  0.5%  of 
taxpayers 


WHO  SCORES 
FROM  A  TAX  CUT 
ON  CAPITAL  GAINS 
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ported  gains  of  more  than  $50,000 
That's  the  kind  of  profit  you  wouL 
expect  to  see  from  the  sale  of  a  smal 
business. 

The  politically  inspired  design  of  tb 
Bush  plan  also  weakens  the  Presi- 
dent's ability  to  argue  for  a  capital 
gains  cut  on  the  basis  of  its  economic 
merits.  A  reduced  rate  that  applie: 
only  to  the  gains  on  future  investmen' 
would  maximize  the  economic  return, 
Instead,  the  Bush  plan,  by  cutting  thi 
gains  tax  on  existing  investments 
would  simply  reward  investors  for  pas 
savings  decisions. 

So  what's  at  work  here?  The  Admin 
istration  wants  a  tax  cut  that,  initially 
more  than  pays  for  itself.  By  sweeten 
ing  the  profitability  of  selling  off  exist 
ing  investments.  Bush's  rate  cut  wouL 
produce  an  immediate  surge  in  reve 
nues.  That  bubble  might  all  but  dis 
appear  if  only  new  investments  wen 
covered. 

'FAIRNESS'  TRAP.  Summers  and  Feen 
berg  calculate  tliat  at  least  75%  of  th( 
benefit  of  a  plan  such  as  Bush's  woul 
go  to  existing  investments.  In  addition 
almost  half  goes  to  real  estate,  whicl 
the  White  House  added  to  its  plan  ii 
order  to  gain  votes  in  Congress. 

Last  year,  Bush's  argument 
were  good  enough  to  persuade 
majority  of  Congress  to  back  a  cap 
ital-gains  cut.  It  took  a  Senate  fil 
buster  to  kill  the  bill. 

This  year,  however,  the  politic 
are  more  complicated.  Democrat! 
critics  of  a  capital-gains  cut  ar 
seizing  upon  proposals  to  cut  tb 
Social  Security  payroll  tax  oMPssI 
"working  Americans"  in  an  effor 
to  derail  capital  gains.  Bush  ha 
fallen  into  the  "fairness"  trap  b; 
defending  his  proposal  as  a  boon  b 
the  middle  class. 
If  the  President's  goal  is  encouflfci(>; 


DATA  JOINT  CONlMinEE  ON  TAXATION 


aging  savmgs  and  investment,  b 
ought  to  make  that  case.  The  undf 
niable  fact  is  that  rich  people  sav 
and  invest  far  more  than  every  on 
else.  And  the  most  efficient  way  t 
encourage  investment  is  to  provid 
incentives  to  those  most  likely  t 
use  them.  By  choosing  to  argu 
over  who  gets  the  benefits,  Bus 
has  given  his  opponents  an  oper 
ing — and  made  his  job  of  selling 
capital-gains  cut  a  lot  harder  than 
has  to  be. 


Hi! 
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:  ENVIRONMENT 


THLEHEM  STEEL  OVENS:  CONGRESS  WOULD  CLOSE  PLANTS  THAT  DON'T  MEET  NEW  STANDARDS 


HE  CLEAN-AIR  FIGHT 
lETS  DIRTIER 


an  Bush,  the  Democrats,  ecologists,  and  industry  hammer  out  a  deal? 


It's  not  a  formula  for  legislative  civili- 
ty. George  Bush  wants  to  burnish  his 
reputation  as  an  environmentalist, 
ipitol  Hill  Democrats  are  looking  for 
.  issue,  any  issue,  on  which  they  can 
at  the  President  in  this  election  year, 
id  dozens  of  clashing  regional  inter- 
ts  claim  economic  disaster  if  a  tough 
jan-air  bill  is  passed.  The  result:  an 
plosive  political  brew  that  has  turned 
forts  to  enact  a  sweeping  new  clean- 
f  law  into  one  of  the  biggest  lobbying 
awls  Washington  has  seen  in  years. 
Auto  companies,  utilities,  and  other  in- 
istries  shell  out  an  estimated  $33  bil- 
m  a  year  to  comply  with  clean-air  stat- 
:es — and  now  face  the  unhappy 
ospect  of  paying  billions  more.  Just 
iw  much  more  and  when  is  a  matter  of 
)t  dispute.  Senate  leaders  and  White 
ouse  strategists  are  huddled  in  closed- 
)or  sessions  to  hammier  out  a  compro- 
ise  between  the  Administration's  clean- 
r  bill  and  a  more  expensive  bipartisan 
easure  passed  in  November  by  the 
mate  Environment  &  Public  Works 
smmittee.  The  White  House  pegs  the 
b  for  its  measure  at  $20  billion — and 
le  Senate's  at  twice  that. 
Both  sides  agree  that  with  100  million 
mericans  still  inhaling  unhealthy  air, 
le  law  must  be  changed.  The  two  com- 
;ting  bills  target  three  areas  of  pollu- 
on:  acid  rain,  smog,  and  toxic  emis- 
ons.  But  the  Senate  version  is  tougher 


on  regulating  emissions  from  automo- 
biles and  shuttering  polluting  plants. 

The  debate  is  more  heated  than  most 
business-environmentalist  contretemps. 
It  pits  Detroit  carmakers  against  Texas 
oil  barons.  West  Virginia  coal  miners 
against  New  England  conservationists, 
and  Florida's  "clean"  utilities  against 
coal-burners  in  the  Midwest.  Lawmakers 
are  in  the  cross  fire,  unwilling  to  offend 
industrial  constituents — or  end  up  on  an 
environmental  group's  "dirty  dozen"  list. 
Says  Senator  Joseph  I.  Lieberman  (D- 
Conn.),  who  backs  the  Senate  bill:  "It's 
the  most  difficult  vote  of  the  year." 
TWO  PHASES.  One  of  the  fiercest  fights 
is  over  auto  emissions.  The  White  House 
would  lower  tail-pipe  fumes,  but  to  help 
carmakers,  it  also  wants  an  alternative- 
fuels  program  in  the  dirtiest  cities — 
something  the  oil  industry  has  opposed. 
The  Senate  bill  would  reduce  smog-caus- 
ing emissions  in  cars  via  two  phases  of 
tail-pipe  controls  for  hydrocarbons,  nitro- 
gen oxides,  and  carbon  monoxide.  And 
to  combat  global  warming,  the  Senate 
panel  would  restrict  carbon-dioxide  emis- 
sions and  raise  fuel  economy  standards. 

Auto  makers,  who  have  launched  a 
major  grass-roots  lobbying  effort,  say 
that  new  tail-pipe  limits,  which  would  go 
into  practice  in  2003,  could  add  $500  to  a 
car's  sticker  price.  And  carbon-dioxide 
cuts,  Ford  Motor  Co.  Vice-Chairman 
Harold  A.  Poling  told  employees  in  a 


letter,  would  mean  "we  will  be  unable  to 
build  in  volume  anything  larger  than  a 
Ford  Tempo  or  Mercury  Topaz  at  the 
end  of  the  decade." 

Detroit's  brethren  in  steel  also  are 
pulling  out  the  stops  to  weaken  Senate 
provisions  that  may  prove  costly.  Both 
bills  require  use  of  the  best  available 
technology  to  cut  toxic  emissions  from 
factories.  The  Administration  says  fur- 
ther cuts  would  have  to  be  economically 
feasible.  But  the  Senate  version,  based 
on  risk-assessment  techniques,  would  or- 
der companies  to  eliminate  cancer  risks 
of  more  than  one  in  a  million  to  plant 
neighbors.  Plants  that  don't  comply 
could  be  closed.  Steel  executives  are 
frantically  visiting  lawmakers,  complain- 
ing that  technology  to  comply  doesn't 
exist  and  faulting  the  bill's  risk  stan- 
dards. David  M.  Anderson,  Bethlehem 
Steel  Corp.'s  general  manager  of  envi- 
ronmental affairs,  fumes  that  the  bill 
relies  on  "wild-assed  guesses  and  could 
shut  down  an  entire  industry." 
BALANCING  ACT.  The  Administration  and 
the  Senate  differ  less  on  acid  rain.  But 
regional  infighting  is  plentiful.  Midwest- 
ern utilities  burning  high-sulfur  coal 
belch  emissions  that  cause  acid  rain, 
damaging  Northeastern  lakes  and  for- 
ests. These  plants  want  the  rest  of  the 
U.  S.  to  share  the  $4  billion  annual  clean- 
up bill.  They'll  get  help  from  Midwestern 
coal  suppliers,  who  want  to  save  these 
markets.  But  opposition  is  stiff  among 
low-sulfur  coal  interests  in  the  West  and 
"clean"  utilities  in  the  South  and  West. 
Representtitive  Robert  E.  Wise  Jr.  (D- 
W.  Va.)  is  irked  at  lawmakers  who  balk 
at  spreading  the  cleanup  costs.  "Those 
states  didn't  object  to  coming  to  West 
Virginia  to  ask  for  billions  to  bail  out  the 
savings  and  loan  industry,"  he  says. 

Balancing  all  this  with  environmental- 
ists' concerns  will  be  tough.  But  the 
faint  outlines  of  a  compromise  are 
emerging  from  the  political  smog.  If  the 
Hill-White  House  talks  succeed,  auto 
makers  may  get  the  global-warming  pro- 
visions excised.  Steel  and  chemical  com- 
panies might  be  permitted  to  compute 
risk  assessments  differently,  allowing 
for  some  more  emissions.  And  Midwest- 
erners  may  win  extensions  of  compli- 
ance deadlines.  More  wheeling  and  deal- 
ing is  guaranteed:  The  bill  still  must 
make  its  way  through  the  House. 

But  the  President  and  many  lawmak- 
ers have  invested  substantial  political 
capital  in  their  environmental  records. 
And  in  an  election  year,  no  one  wants  to 
face  the  voters  empty-handed.  So  despite 
the  wrangling,  the  odds  are  strong  that 
Washington  ultimately  will  break  a  de- 
cade-long stalemate  and  produce  a  sur- 
prisingly strong  new  clean-air  law. 

By  Vicky  Cahan  and  Paula  Dwyer  in 
Washington,  with  Gregory  L.  Miles  in  Pitts- 
burgh and  bureau  reports 
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THE  POSTAL  SERVICE  I 


THE  POST  OFFICE  WANTS 
EVERYONE  TO  PAY  FOR  ITS  MISTAKES 


Critics  cry  foul  as  a  record  loss  for  '90 — and  a  rate  hike  in  '91 — loom 


On  a  coffee  table  in  the  lOth-floor 
office  of  Postmaster  Genera! 
Anthony  M.  Frank,  a  framed 
[joster  points  out  to  visitors  that  it's  a 
federal  offense  to  assault  Postal  Service 
employees.  Frank  jokes  that  he  keeps  it 
there  as  a  small  foi'm  of  protection. 

He  may  need  it.  On  Mar.  6,  Frank  is 
expected  to  ask  the  Postal  Rate  Commis- 
sion for  a  rate  hike  of  about  20'a — well 
above  the  inflation  rate  since  the  last 
rise  in  1988.  The  increase,  which  would 
take  effect  in  February,  1991,  and  bump 
the  price  of  a  first-class  stamp  to  30$ 
(chart),  was  prompted  by  a  sharp  dive  in 
the  Postal  Service's  finances.  Net  in- 
come in  1989,  including  a  $436  million 
government  appropriation,  was  ${)1  mil- 
lion— $539  million  below  projections.  For 
1990,  the  Postal  Service  estimates  that  it 
will  notch  a  record  $1.6  billion  loss.  And 
some  of  the  nation's  largest  mailei's 
])lace  the  blame  on  Frank.  "We  expect 
rates  to  rise.  But  when  it's  the  result  of 
waste  and  inefficiency,  it's  intolerable," 
says  Gene  A.  Del  Polito,  executive  direc- 
tor of  the  Third  Class  Mail  Assn. 

Although  Frank  earned  a  reputation 
as  a  savvy  executive  when  he  headed 
Ford  Motor  Co.'s  First  Nationwide 
Bank,  he  is  stumbling  over  some  of  the 
same  problems  that  overwhelmed  many 
of   his   predecessors.   The  plodding 


changeover  to  a  new,  $1  billion  electron- 
ic mail-handling  system  has  hampered 
efforts  to  pare  annual  costs,  which  came 
in  $1.34  billion  above  projections  in  1989, 
according  to  the  General  Accounting  Of- 
fice. Meanwhile,  mail  volume  inched  u\)  a 
measly  0.4'a  ,  far  below  its  recent  annual 
I'ates  of  b7<;  as  such  rivals  as  Federal 
Express  Corp.  and  facsimile-machine  op- 
erators snatched  market  share. 
PAINFULLY  SLOW.  The  Postal  Service 
must  control  labor  costs,  which  account 
for  83''!  of  expenses.  But  during  Frank's 
two  years  at  the  helm,  progress  has 
been  painfully  slow.  A  December,  1989, 
audit  by  the  Postal  Inspection  Service 
found  that  the  Postal  Service  achieved 
only  about  a  third  of  the  expected  sav- 
ings from  the  big  bucks  spent  on  high- 
tech sorting  machines. 
At  20  of  the  22  sites 
reviewed,  mail  that 
should  have  been  pro- 
cessed by  the  new 
gear  was  diverted  to 
less-efficient  machines 
and  manual  process- 
ing. Why?  Mostly,  to 
keep  clerks  and  mail 
handlers  busy. 

The  GAO  blames  ar- 
chaic work  rules  that 
prevent   the  Postal 
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PLEASE,  MR.  POSTMAN, 
NOT  ANOTHER  PRICE  HIKE 


Service  from  slashing  staff  in  less-pn 
ductive  operations.  American  Post; 
Workers  Union  President  Morris  Billc 
bristles  at  what  he  considers  unfair  cril 
cism.  "The  name  of  the  game  appears 
be  to  blame  all  the  problems  of  the  Pos 
al  Service  on  workers,"  he  says. 

Frank  hopes  to  get  more  flexibilii 
when  five  major  union  contracts  expi] 
on  Nov.  20.  He  attended  the  nationl 
meetings  of  all  five  last  year,  and  h 
relations  with  the  unions  are  good.  Bi 
Frank  faces  tough  negotiations.  Or 
reason:  He  has  to  show  his  hand  befo: 
the  talks  begin.  That's  because  in  filir 
for  a  rate  increase,  the  Postmaster  h: 
to  estimate  future  labor  costs. 

As  he  prepares  for  the  talks,  Frank 
looking  for  ways  to  boost  revenues- 
which  last  year  rose  8.4%,  to  $38  billio 
Two  possibilities:  opening  drive-throuj 
windows  in  post  offices  and  sellir 
stamps  through  automated  tellers, 
stanch  losses  to  a  key  rival,  he's  rentir 
space  in  post  offices  to  a  fax  operatoi 
PENNIES  AND  DOLLARS.  These  measur 
won't  help  big  mailers,  who  are  gettii 
ready  for  fierce  combat  over  the  strt 
ture  of  the  new  rates.  The  Americ; 
Newspaper  Publishers  Assn.  is  pushii 
for  a  big  hike  in  third-class  rates.  Th 
could  drive  direct-mail  advertisers  bai 
to  the  publishers.  Third-class  mailers  a 
balking  at  the  prospect  of  higher  rat( 
which  they  contend  subsidize  first-cla 
mail.  Says  Richard  A.  Barton,  a  sen! 
vice-president  at  the  Direct  Marketi 
Assn.:  "It  may  seem  strange  to  arg 
over  0.2$  here  or  there,  but  that  c 
translate  into  millions  of  dollars." 

Most  mailers  wouldn't  mind  payi 
more  for  improved  delivery.  But  tha 
far  from  guaranteed.  This  summer,  t 
Postal  Service  is  adopting  a  plan  inter 
ed  to  provide  more  consistent  delivery 
that  service  between  two  given  poir 
will  always  take  the  same  amount 
time.  But  for  some  customers,  that  m 
mean  consistently  slower  service. 

Frank  insists  that  his  organization 
making  progress.  Productivity  is  "d: 
matically  higher"  in  1990,  he  says,  a 
the  payroll  has  been  slashed.  Yet  Frat 
is  raising  the  [jossibility  of  another  f 
crease  this  decade  k 
avoid  further  loss| 
The  last  time  the  Pi 
Office  raised  rati] 
growth  in  mail  tra: 
dropped  noticeably, 
the  same  reactii 
greets  Frank's  latlt 
hike,  it  will  be  an  o:i- 
nous  special-delivty 
message  for  the  posil 
bureaucracy. 

By  Mark  Leivynti 
Wanhingtou 
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EVISION I 


OUR  STARS  TEAM  UP 
0  LAUNCH  SKY  CABLE 


powerful  consortium  bets  big  on  direct  satellite  broadcasting 


decade  ago,  a  couple  of  media  vi- 
sionaries  bet  that  television  view- 
ers  would  defect  from  the  three 

:works  and  opt  for  a  high-tech  alter- 

tive,  one  that  could  deliver  high-quali- 

new  programming  directly  from  satel- 

!S  to  receivers  on  customers'  roofs. 

t  the  grand  strategies  of  Washing- 

I's  Communications  Satellite  Corp. 

i  Minneapolis'  Hubbard  Broadcasting 

/er  made  it  into  even  low  orbit.  Lack 
programming,  technological  know- 

w,   and  marketing 

ut  doomed  the  com- 

lies'  efforts. 

*^ow,  a  group  of  four 

•porate  powerhouses 

gambling  that  times 

ve  changed — and  that 

!  service  known  as  di- 

;t  broadcast  satellite 

iS)  is  ready  to  take 
On  Feb.  21,  General 

)tors'  Hughes  Com- 

mications  unit.  Gen- 
ii Electric's  National 

oadcasting  Co.  sub- 

liary,  media  mogul 

ipert  Murdoch's 

ws  Corp.,  and  cable 

mt  Cablevision  Sys- 

Tis  announced  that 

;y  plan  to  invest  $1 

lion  to  launch  a  DBS 

•vice  in  1993  called 

y  Cable.  The  consor- 

m  says  it  has  the  pro- 

amming,  technology, 

d  marketing  savvy  to 

ike  a  profit  where 

lers  failed  (table).  It 

>o  has  experience; 

irdoch's  Sky  Channel 

s  600,000  British  sub- 

'ibers.  "This  may  be 

i  moment  that  all  the 

IS   advocates  have 

en  waiting  for,"  says  Frederic  M.  See- 

1,  managing  director  for  media  invest- 

int  at  Shearson  Lehman  Hutton  Inc. 

tOWDED  FIELD.  Maybe,  but  Sky  Cable 

uld  face  a  crowded  field.  Since  1982, 

3  Federal  Communications  Commis- 

>n  has  awarded  construction  permits 

nine  companies  to  build  DBS  systems. 

le  group — called  K  Prime  Partners — 

11  beat  Sky  Cable  aloft.  A  joint  venture 

cable  giants  Tele-Communications  and 

me  Warner  along  with  GE  and  Conti- 

ntal  Cablevision,  K  Prime  Partners 


plans  to  begin  transmitting  10  channels 
of  superstation  signals  such  as  WTBS  and 
WOR-TV  in  about  six  months.  But  the  ser- 
vice will  use  a  larger  satellite  dish, 
which  may  not  be  attractive  to  custom- 
ers. And  it  will  target  rural  viewers  not 
currently  served  by  cable,  while  Sky  Ca- 
ble will  go  after  both  that  group  and 
well-wired  urban  customers. 

Sky  Cable  is  banking  on  its  Hughes- 
supplied  technology  to  give  it  a  techno- 
logical edge.  Hughes  already  has  FCC 


AN  ARTIST'S  RENDITION 
Ot  THE  HUGHES  SKY 
CASLE  SATELLITE 


WHAT  THE  PARTNERS  BRING 


GVBLEVISION  SYSTEMS  Operates  cable  services  in  11  states  (1.5  million  sub- 
scribers). Programming  capability  through  other  holdings  (all  these  are  co- 
owned  by  NBC  in  a  joint  venture  with  Cablevision  );  Bravo,  American  Movie 
Classics,  Sportschannel  America,  Consumer  News  and  Business  Channel 

HUGHES  COMMUHICATiONS  (subsidiary  of  Hughes  Aircraft)  Largest  supplier 
of  commercial  satellites  in  the  U.S.;  developed  technology  for  Sky  Cable 

NBC  (GENERAL  ELECTRIC)  In  addition  to  the  venture  with  Cablevision,  all  the 
programming  resources  of  NBC 

NEWS  CORP.  Holdings  include  The  Times  of  London,  TV  Guide,  Harper  & 
Row  Publishers,  and  the  Sky  Channel  in  Britain.  Programming  capabilities 
through  U.S.  holdings;  Twentieth  Century-Fox  Film,  Fox  Broadcasting 

DATA:  COMPANY  REPORTS 


approval  for  a  1993  launch  of  a  satellite 
so  powerful  that  subscribers  can  use 
tiny  receivers  to  pick  up  the  signal.  The 
dish  Hughes  has  designed  is  a  mere  12 
inches  scjuare,  while  most  existing  home 
dishes  measure  at  least  6  feet  across.  Its 
price  could  be  another  powerful  lure — a 
projected  $200  to  $300,  compared  with 
$1,000  or  more  for  dishes  now  on  the 
market.  One  drawback;  The  system 
would  broadcast  only  27  channels  initial- 
ly, expanding  eventually  to  108. 
Sky  Cable  won't  try  to  compete  on 


price — existing  cable  networks'  point  of 
greatest  vulnerability.  Fast-rising 
monthly  fees  are  largely  behind  the 
mounting  pressure  in  Washington  to  re- 
regulate  the  cable  industry.  Sky's  part- 
ners figure  that  if  they  can  sign  up  3 
million  customers  and  pull  in  enough  ad- 
vertising revenues,  they'll  break  even. 

Among  the  group's  most  powerful 
marketing  tools  is  Murdoch's  TV  Guide, 
which  could  give  Sky  Cable  an  early 
boost  with  discount  advertising  rates. 
And  Sky  Cable  has  Cablevision  Chair- 
man and  CEO  Charles  F.  Dolan  in  its 
corner.  He  believes  that  his  company 
and  other  cable  operators  will  install  the 
receivers  and  take  care  of  billing. 
PROGRAM  GAP.  That  leaves  program- 
ming as  perhaps  the  biggest  challenge — 
and  the  pitfall  that  crippled  previous  ef- 
forts. NBC  and  Murdoch's  20th  Century- 
Fox  studio  and  Fox  Broadcasting  Co. 

will  help — but  only  so 
far.  To  fill  108  channels, 
the  venture  plans  to  re- 
broadcast  existing  cable 
offerings.  Yet  that  will 
require  the  cooperation 
of  other  cable  TV  com- 
panies, which  is  by  no 
means  guaranteed. 
Notes  one  industry  in- 
sider; "The  cable  indus- 
try certainly  isn't  be- 
hind this." 

But  with  Congress  up 
in  arms  about  the  surge 
in  fees  and  threatening 
a  new  round  of  regula- 
tion, the  cable  industry 
is  reluctant  to  appear 
anticompetitive — and  it 
doesn't  want  to  pass  up 
a  new  business  opportu- 
nity. "It's  not  a  very 
good  time  for  them  to 
resist,"  says  Seegal. 

The  networks  and  ca- 
ble industry  sound  un- 
concerned about  the 
new  kid  on  the  air- 
waves. NBC  President 
Robert  C.  Wright 
doesn't  believe  the  ven- 
ture is  a  threat  to  the 
networks,  since  Sky  Ca- 
ble won't  offer  local 
programming.  James  P.  Mooney,  presi- 
dent of  the  National  Cable  Television 
Assn.,  wonders  if  the  new  service  will 
really  fly.  "It  could  be  a  way  of  losing  a 
lot  of  money,"  he  sniffs. 

Clearly,  Sky  Cable  is  a  risky  proposi- 
tion. But  if  program  sources  are  as 
bountiful  as  the  consortium  predicts,  and 
fickle  customers  continue  to  switch  loy- 
alties with  a  flick  of  the  remote-control, 
the  new  venture  has  a  fighting  chance. 

By  Mark  Lewyn  in  Washington  and 
Mark  handler  in  New  York 
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IT'S  ONE  SHARP  AD  CAMPAIGN, 
BUT  WHERE'S  THE  BLADE? 


With  supplies  scarce,  Gillette  struggles  to  fuel  demand  for  the  Sensor 


Sometimes,  advertising  works  all 
too  well.  Ask  Gillette  Co.  It  spent 
$3  million  to  plug  its  new  Sensor 
razor  during  the  Super  Bowl  on  Jan.  28 
and  millions  more  for  newspaper  promos 
and  additional  television  spots  through- 
out the  launch. 

Men  liked  the  pitch — a  lot.  And  now, 
Gillette  finds  itself  playing  the  role  of 
dinner-party  host  with  too  many  unex- 
pected guests:  It  hasn't  made  enough. 
At  Duane  Reade  stores  in 
New  York,  CVS  in  Boston, 
and  King  Soopers  in  Denver, 
among  many  others,  empty 
display  racks  attest  to  Gil- 
lette's miscalculation  of  de- 
mand. "They  did  a  super  pro- 
motion with  the  razor," 
observes  one  miffed  retail 
buyer.  "But  they  did  some 
bad  forecasting." 

That's  not  entirely  bad 
news,  of  course.  Gillette  says 
it  shipped  4.5  million  Sensor 
razors  to  U.  S.  retailers 
through  January,  and  the 
company  estimates  that  2 
million  of  those  already  are 
in  consumers'  bathrooms. 
"This  is  one  of  the  hottest 
items  in  health  and  beauty 
aids,"  says  E.xecutive  Vice- 
President  John  W.  Symons. 
"We  know  it,  and  the  trade 
knows  it."  While  Gillette  is 
looking  forward  to  1990  Sen- 
sor revenues  of  up  to  $175 
million.  Wall  Street  analysts 
expect  the  year's  sales  will 
be  closer  to  just  $100  mil- 
lion— and  perha])S  $280  mil- 
lion in  1991. 
DRY  SEASON.  But  Symons  admits  that 
Sensor  cartridges,  which  feature  two  in- 
dependent blades  suspended  on  plastic 
springs,  will  be  tough  to  find  until  mid- 
year, when  manufacturing  catches  up  to 
demand.  In  the  meantime,  retailers  are 
steaming.  Leon  Cohen,  senior  vice-presi- 
dent of  the  Duane  Reade  drugstore 
chain,  says  he  has  received  only  12'-'  of 
the  24,000  razors  he  needed.  Priced  at 
about  $3  each,  they  "didn't  last  three 
hours,"  he  adds. 

Retailers  say  Gillette  salesmen  have 
attributed  the  shortages  to  problems  at 
the  company's  South  Boston  plant.  (The 


cartridges,  which  contain  nine  parts 
each,  require  microlaser  welding  and 
complex  assembly  techniques.)  Symons 
denies  that  there  are  assembly-line  prob- 
lems. He  says  that  he  and  other  execu- 
tives simply  underestimated  the  effect 
of  the  media  hype  that  surrounded  Sen- 
sor's launch — an  outburst  he  says  was 
worth  $25  million  of  advertising. 

In  response,  Symons  has  diverted  pro- 
duction in  South  Boston,  some  of  which 


I' 


m 


had  been  earmarked  for  European  mar- 
kets, to  fill  orders  from  U.  S.  retailers. 
That  will  delay  the  Sensor's  launch  in 
Italy,  Spain,  and  Portugal  by  several 
months.  Gillette  also  will  install  manu- 
facturing lines  in  its  West  Berlin  factory 
eight  months  earlier  than  i>lanned.  And 


'This  is  one  of  the  hottest 
items  in  health  and  beauty 
aids — and  the  trade  knows  it' 


it's  pushing  15^^  of  its  $55  million  U.  J 
ad  budget  back  to  the  second  half  of  t] 
year. 

All  that  will  still  leave  many  consun 
ers  in  the  lurch.  Men  who  bought  Sense 
on  the  strength  of  Gillette's  appealing! 
romantic  advertising  say  that  they  lik 
the  shave.  But  that  enthusiasm  won  . — 
make  Gillette  any  money  if  cartridge 
can't  be  found.  Ralph  Barton  Jr.,  a  2Bff-''' 
year-old  marketing  executive,  tossed  oiBw^ 
his  disposable  razors  and  bought  a  SeJ-?!^ 
sor  in  Dedham,  Mass.  He  likes  the  w: 
it  clears  his  stubble,  but  the  store  didn 
have  any  replacement  blades  in  stoc 
"If  I  could  find  them,  I'd  have  bougl§:-iS 
them,"  he  says. 
HEALTHY  INTEREST.  The  shortage  is  moAait 
severe  among  high-volume  drugstoj 
chains  in  the  U.  S.  But  in  the  long  ru 
Gillette  probably  won't  lose  many  cu 
tomers.  With  65'/;  of  the  U. 
market,  it  owns  by  far  tl 
most  powerful  brand  name 
shaving.  Harvard  busineAi'A 
school  mai'keting  profess(  :r!ii;'i 
John  A.  Quelch,  among  ot 
ers,  says  that  the  compar  ^'H« 
"has  planted  interest  fair 
well,"  and  that  it  should  1 
able  to  maintain  demand  wi 
just  a  modicum  of  adverti 
ing  until  manufacturirftT  j, 
catches  up. 

But  Gillette  may  have 
soothe  ruffled  retailers  wpsid 
feel  they're  missing  out  < 
the  boom.  "Gillette's  certai 
ly  not  making  any  frieni 
out  there,"  says  L.  Russ- 
Moran,  a  vice-president  f 
product  management 
Warner-Lambert  Co.'s  Schi 
razor  subsidiary.  "We're  te 
ing  customers,   'If  Gillet 
can't  supply  them,  we  can. 
In  addition,  Symons  mu 
contend  with  retailers  wBkbi 
overorder  in  hopes  of  beati; 
the  allocation  system. 

Did  Gillette  promise  t 
much?  Symons  insists  his 
spending  on  Super  Bowl  Si^nj 
day  wasn't  wasted:  It  will  help  buildl  ! 
strong  image,  he  maintains,  for  such  i 
ture  Gillette  products  as  deodorants  ai 
after-shaves.  Indeed.  Gillette  intends  •) 
boost  its  1991  shaving  budget  by  5  ■ 
much  as  25*^^^. 

So  far,  all  that  advertising  has  had  t3 
desired  effect.  "This  was  something|  j 
was  conditioned  to  like,"  says  Mitl"i 
Heisler,  a  real  estate  developer  wf  I 
found  a  razor  at  a  pharmacy  in  Bloo»^ 
field,  N.  J.  And,  as  it  turns  out,  he  dcs 
like  it.  Now,  all  Gillette  has  to  do  s 
deliver  the  goods. 

By  Keith  H.  Hammonds  in  Bos>t 
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HE  CRASH  LANDIHG 

IF  A  DRUGMAKING  DAZZLER 


3lar  was  the  darling  of  generics — till  it  was  accused  of  doctoring  data 


■|obert  Shulman  was  a  master  at 

■^cultivating  a  sort  of  no-frills  cha- 
l^^risma.  As  chairman  and  CEO  of 
liar  Pharmaceutical  Co.,  he  wore  sport 
irts  and  raggedy  jeans  to  meetings 
th  investment  bankers.  To  reporters, 

v/ould  boast  of  starting  up  in  a  ga- 
ge, filling  vitamin  bottles  by  hand. 
Wall  Street  liked  his  style — not  to 
intion  the  gloriously  profitable  future 

foresaw.  As  he  announced  a  string  of 
w  products,  Bolar's  market  value 
Dre  than  doubled  in  1988,  to  $619  mil- 
n,  when  the  stock  hit  29  in 
e  second  quarter.  Shulman 
zzled  his  confreres  in  the 
neric-drug  industry  as  well. 
?  served  as  its  trade  associa- 
m's  federal  liaison  on  regu- 
;ion.  "He  was  the  darling," 
ys  one  competitor.  "I  was 
een  with  envy." 
No  one  envies  Bob  Shulman 
w.  Bolar  stock  is  trading 
low  9,  the  company  has 
lied  all  but  one  of  its  prod- 
ts  off  the  market,  and  it's 
set  on  all  sides  by  the  Food 

Drug  Administration,  the 
slice  Dept.,  congressional 
v'estigators,  and  sharehold- 
s  (table).  On  Feb.  16,  the  Se- 
rities  &  Exchange  Commis- 
)n  added  its  voice  to  the 
igry  chorus,  filing  suit 
:ainst  Bolar  and  Shulman 
r  misleading  shareholders. 
)lar  hasn't  responded  public- 

to  the  suit. 

HAKEN  UP.'  What  has 
arked  the  outrage  is  an  ap- 
.rent  pattern  of  hype  and 
ception  by  Bolar.  What  in- 
stors,  the  FDA,  and  even  Bo- 
r's  own  attorneys  didn't 
low  until  recently  was  that 
lulman  was  promoting  Bo- 
r  stock  on  the  basis  of  alleg- 
lly  faked  lab-test  results. 
Shulman  isn't  the  only  one 

trouble  as  a  result  of  his 
leged  activities.  While  no 
le  claims  patients  have  been 
jured,  the  FDA  is  under  fire 
r  not  picking  up  question- 
)le  activities  sooner.  And  the 
itire  generic-drug  industry 

under  a  cloud  of  suspicion, 
lys  one  fda  official:  "This 
IS  shaken  people  up." 


Bolar  officials  refused  to  comment  on 
any  aspect  of  this  story,  despite  repeat- 
ed phone  calls  and  a  letter  requesting  an 
interview.  In  the  past,  the  company  has 
fiercely  denied  any  wrongdoing,  blaming 
some  of  the  testing  troubles 
on  paperwork  snafus.  That 
posture  has  changed  since 
Jan.  19,  when  Bolar's  attor- 
neys disclosed  that  the  com- 
pany may  have  doctored  test 
data  submitted  to  the  FDA  as 
part  of  the  company's  appli- 


BOLAR  PHARMACEUTICAL: 
ACUTE  DISTRESS 


AUG.  3, 1989 


Bolar  reports  that  the  Food  &  Drug  Administration  suspects  it 
substituted  the  brand-name  version  of  the  blood  pressure  drug 
Dyazide  to  win  FDA  approval  to  sell  its  generic  formulation.  Bo 
lar  officials  "emphatically,  categorically"  deny  charges 


AUG.  4, 1989 


Bolar  shares  sink  more  than  20%.  hivestors  file  suit 


NOV.  20, 1989 


The  FDA  says  it  will  withdraw  approval  of  Bolar's  Dyazide 
equivalent — taking  away  access  to  a  $300  million  market 


JAN. 19, 1990 


Bolar's  attorney  concedes  that  the  company  had  used  false  doc 
uments  in  an  FDA  filing.  A  House  subcommittee  investigates 
the  company,  and  the  Justice  Dept.  opens  a  criminal  probe 


JAN.  25,1990 


The  Securities  &  Exchange  Commission  suspends  trading  in 
Bolar  stock  for  10  days.  When  it  resumes  trading,  it  drops  6 
points,  to  10% 


FEB.  7, 1990 


Bolar  says  it  will  end  shipment  of  all  generic  drugs 


FEB.  16. 1990 


The  SEC  files  suit,  alleging  that  Bolar  officials  violated  securi- 
ties law  by  releasing  misleading  information 

DATA:  BW 


cation  to  market  generic  drugs.  That 
statement  came  not  long  after  a  federal 
grand  jury  in  Baltimore  subpoenaed  key 
Bolar  employees.  On  advice  of  counsel, 
they  subsequently  stopped  cooperating 
with  congressional  investigators.  For  his 
part,  Shulman  has  stepped  aside  as  Bo- 
lar's chairman  and  CEO  and  now  serves 
only  as  a  director. 

'ONE-MAN  SHOW.'  That's  quite  a  come- 
down for  a  man  who  seemed  to  embody 
the  success  of  the  generic-drug  industry, 
once  a  $7  billion  business.  At  work,  say 
Bolar  executives,  Shulman  mixed  easily, 
dining  with  employees  in  the  cafeteria 
and  playing  poker  with  them 
in  off-hours.  He  also  handled 
nearly  every  phase  of  opera- 
tions, even  writing  press  re- 
leases. Says  one  Bolar  col- 
league: "He's  something  of  a 
one-man  show." 

Shulman  built  what  he  last 
.4pril  referred  to  as  "one  of 
the  most  respected  and  profit- 
able" generic-drug  companies. 
With  no  long-term  debt,  liabil- 
ities amounted  to  just  QA7'  of 
Bolar  shareholders'  equity  of 
.$157  million  for  the  third 
quarter  ended  Sept.  30,  1989. 
Before  its  troubles,  Bolar's 
1989  earnings  appeared  to  be 
heading  for  a  207^  increase,  to 
.■^.'^7  million  on  revenues  of 
•SloO  million,  estimates  He- 
iiiant  K.  Shah,  a  drug  analyst 
at  HKS  &  Co.  "We  viewed 
them  as  the  flagship  of  the 
industry,"  says  Martin 
Sperber,  chairman  of  Schein 
Pharmaceutical  Inc.  in  Port 
Washington,  N.  Y. 

Bolar  appeared  to  be  poised 
for  even  faster  growth,  fueled 
by  sales  of  its  generic  version 
of  Dyazide,  a  blood-pressure 
medicine  sold  by  SmithKline 
Beecham  Corjj.  Other  generic 
manufacturers  had  failed  to 
reproduce  the  drug's  compli- 
cated formula,  but  for  Bolar, 
success  came  easily.  In  1987, 
it  gained  approval  in  less  than 
six  months.  Sighs  one  aide  to 
Representative  John  D.  Din- 
gell  (D-Mich.),  who's  leading  a 
probe  of  Bolar:  "It  went 
through  like  a  greased  pig." 

Bolar's  profits  shot  sky- 
ward. In  1988,  Bolar's  first 
full  year  manufacturing  its 
generic  version,  SmithKline's 
Dyazide  sales  fell  45%.  Bo- 
lar's profits  nearly  doubled,  to 
$31  million,  on  revenues  of 
$128  million.  And,  says  one 
competitor,  Shulman  promised 
that  other  blockbuster  drugs 
were  just  months  away  from 
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approval.  With  such  prospects,  Bolar 
had  no  trouble  raising  $24.5  million  in  a 
June,  1988,  stock  offering. 

What  envious  competitors  didn't  see 
were  the  workings  of  Bolar's  test  lab. 
When  one  batch  of  the  generic  Dyazide 
failed  to  meet  the  FDA's  chemical-equiva- 
lency requirements,  says  Paul  Vogel,  the 
agency's  deputy  director  for  generic- 
drug  compliance,  Bolar  employees  used 
correction  fluid  to  reidentify  the  batch 
as  one  that  had  passed  the  test. 
FALSE  DOCUMENTS.  The  ruse  worked  un- 
til early  last  August,  when  a  congressio- 
nal committee  first  questioned  the  tests. 
Shulman  "unequivocally"  denied  any  im- 
propriety. In  newspaper  ads,  Bolar's  em- 
ployees proclaimed  their  "outrage"  at 
Dingell's  investigation. 

Meanwhile,  the  FDA  struggled  to  ob- 
tain from  Bolar  documents  supporting 
its  drug  applications.  Says  Vogel:  "Deal- 
ing with  them  had  always  been  tough 
sledding."  Finally,  the  company  submit- 
ted more  than  7,000  documents  to  fight 
the  FDA  claim  that  Bolar  had  altered 
testing  data.  But  on  Jan.  19,  Bolar's  at- 
torney sent  the  FDA  a  letter  withdrawing 
many  of  the  documents  filed.  The  rea- 
son: Some  may  have  been  falsified. 

At  that  point,  other  instances  of  ques- 
tionable testing  became  public.  One  ex- 
ample: Bolar  in  1982  passed  off  four 
batches  of  patented  drugs  as  its  own  by 
sanding  away  the  brand  name  on  the 
pills,  according  to  an  FDA  official  and 
correspondence  between  Bolar  and  its 
testing  lab.  The  outrage  was  general. 
Says  Alan  G.  Woodman,  then  president 
of  PharmaKinetics  Laboratories  Inc.  of 
Baltimore:  "I  was  mad.  I  had  felt  they 
were  the  American  success  story." 
FULL  HANDS.  Investors  are  also  feeling 
ill-used.  Several  have  filed  a  class  action 
charging  that  Shulman  withheld  damag- 
ing information  when  he  announced  Bo- 
lar's 1988  public  offering,  while  promis- 
ing new  drugs  that  never  materialized. 
And  the  SEC,  in  its  suit,  says  Bolar  and 
Shulman  misled  investors  about  the  ge- 
neric Dyazide  and  other  drugs  they  sold. 

Shulman  has  removed  himself  from 
the  line  of  fire.  Assuming  his  CEO  slot  is 
Lawrence  Raisfeld,  who  co-founded  Bo- 
lar 30  years  ago  with  Shulman.  Raisfeld 
has  his  hands  full.  All  but  5'^  of  Bolar's 
revenue  stream  has  dried  u\).  Any  cash 
that's  left  is  likely  to  be  swallowed  up  in 
litigation.  Says  David  Saks,  an  analyst 
at  Morgan,  Olmstead,  Kennedy  &  Gard- 
ner Inc.:  "I  don't  think  management 
knows  how  deep  the  black  hole  can  be." 

It's  a  hole  that  already  is  deeper  and 
darker  than  anyone  suspected.  Bolar 
shareholders  can  now  only  ask  if  there's 
any  way  out. 

By  Todd  Vogi'l  and  Lisa  Driscoll  in  New 
Haven,  iritli  John  Carey  in  Washington 


STRATEGIES  I 


WITHOUT  CASH,  PIPER  MAY  HAVE 
TROUBLE  KEEPING  ITS  NOSE  UP 


Lawsuits  and  low  margins  made  creditors  airsick — despite  rising  sales 


MILLAR  SUCCESSFULLY  REVIVED  THE  LOW  END  OF  THE  SMALL-AIRCRAFT  MARKET— FOR  A  WHILE 


Parked  outside  Piper  Aircraft 
Corp.'s  Vero  Beach  (Fla.)  head- 
quarters are  70  almost  finished 
airplanes.  Some  are  missing  propellers, 
others  brakes.  About  half,  say  company 
officials,  need  engines.  The  problem:  De- 
spite a  hefty  order  backlog  of  $150  mil- 
lion-plus. Piper  doesn't  have  the  cash  to 
pay  for  the  parts,  and  some  wary  suppli- 
ers are  curtailing  credit. 

The  cash  bind  threatens  to  wreck  the 
plan  M.  Stuart  Millar  hatched  when  he 
bought  Piper  three  years  back.  He  was 
out  to  revive  a  market,  not  just  a  compa- 
ny. Since  most  manufacturers  had  been 
scared  off  by  low  margins  and  costly 
product-liability  suits,  the  low  end  of  the 
small-aircraft  business  was  languishing. 

For  a  time,  Millar  appeared  to  be  suc- 
ceeding. But  now,  unless  Piper  gets  a 
cash  infusion,  it  plans  to  lay  off  125  out 
of  1,100  workers,  put  675  more  on  a  two- 
week  furlough,  and  cut  the  workweek  of 
nonproduction  employees.  In  January,  it 
furloughed  450  employees  indefinitely. 
CRUX  OF  THE  PROBLEM.  Piper  is  negotiat- 
ing with  "several"  financial  institutions, 
says  President  C.  Raymond  Johnson.  He 
wouldn't  discuss  the  privately  held  com- 
pany's cash  position,  but  clearly  the 
money  can't  come  too  soon.  Some  of  the 
company's  300  or  so  suppliers  are  ex- 
tending credit  on  a  day-by-day  basis  or 
have  cut  it  off  altogether.  Lacking  mate- 
rials, the  company  has  had  to  scale  back 
production  from  a  predicted  900  air- 
planes this  year  to  fewer  than  600.  And 
Piper  is  concentrating  on  its  money-mak- 
ers— the  higher-end  Malibu,  Seneca,  and 


Cheyenne  models — while  stretching  oi 
deliveries  of  its  loss-leader,  the  Cadet. 

That  plane,  a  two-seat  trainer,  is  i 
the  heart  of  Piper's  problems.  The  ai 
craft,  along  with  other  models,  was  su] 
posed  to  win  business  with  customei 
looking  to  replace  aging  training  fleeti 

The  strategy  worked — for  a  whil 
Piper's  sales  climbed  from  282  aircraft 
1987  to  621  last  year,  its  highest  levi 
since  1984.  And  Piper  snagged  big  cu 
tomers  such  as  All  Nippon  Airway 
Lufthansa,  and  Korean  Airways.  Bi 
the  Cadet's  1988  price  tag  of  $45,0( 
didn't  cover  overhead  costs — and  even  : 
its  current  $60,000  price,  the  plane  ju 
breaks  even.  "That  put  a  significai 
strain  on  cash  flow,"  Johnson  say 
"We're  a  victim  of  our  success."  To  ir 
prove  profit  margins  and  hedge  again; 
a  U.  S.  recession.  Piper  is  now  trying  ■ 
sell  more  high-end  planes  overseas. 

Still  hounding  Piper  is  the  produc 
liability  problem.  The  company  droppt 
its  insurance  and  has  on  staff  five  d 
fense  attorneys.  They  cost  less  than  i 
surance  premiums,  but  Piper  still  spen( 
some  $13  million  a  year  on  legal  costs 

Piper's  problems  don't  surprise  indu 
try  watchers.  Millar,  says  a  general  avi 
tion  executive,  "took  over  with  lots 
grand  dreams  and  plans.  But  he  unde 
estimated  the  product-liability  probler 
He  brought  out  too  many  planes  too  fa 
with  too  little  homework."  Now  tl 
question  is  whether  Millar  can  manage, 
midcourse  correction. 

By  Gail  DeGeorge  in  Miami,  wi 
Sandra  D.  Atchison  in  Denver 
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ANOTHER  GREAT  OFFER  FROM 
THE  EMPLOYEE-OWNERS  OF  AVIS.  INC. 

The  employee-owners  of  Avis  want 
you  to  experience  the  elegance  of  a 
Cadillac  Sedan  de  Ville  or  similar 
luxury-group  car  at  a  very  special 
rate.  With  SuperValue  Rates  and  fast 
service,  "We're  trying 
harder  than  ever "  to 
give  you  what  you  want 
in  a  rental  car 

The  rate  is  available 
at  participating  U.S. 
corporate  and  licensee 
locations  and  is  non- 
discountable  (rate  not 
available  in  Metro 
N.Y).  Cars  and  rate  are 


a  day  Cadillac 
Sedan  de  Ville. 
100  miles/day 
included.  30(t/m\\e  there- 
after. Optional  Collision 
Damage  Waiver  $12.95/ 
day  or  less.  Rate 
available  at  participating 
locations.  Offer  good 
through  May  21,1990 


subject  to  availability  and  must  be 
returned  to  renting  location. 
Blackout  periods  apply  There  is  no 
refueling  charge  if  you  return  your 
tank  full.  Renter  must  meet  Avis  age, 
driver  and  credit  requirements.  There 
is  an  extra  charge  for  additional 
drivers,  local  taxes,  optional 
Collision  Damage  Waiver,  Personal 
Accident  Insurance,  Personal  Effects 
Protection  and  Additional  Liability 
Insurance,  where  available. 

To  drive  this  elegant  bargain,  call 
Avis  at  1-800-331-1212,  or  your  travel 
consultant. 


AV/S 


We're  trying  harder  than  ever." 


Avis  features  GM  cars.  Cadillac  Sedan  de  Ville. 

©1990  Wizard  Co..  Inc. 


CHARITIES  I 


MORE  GIVERS  ARE 
ADDING  STRINGS 


Donors  want  a  say  in  just  where 
charities  spend  their  money 


The  American  Red  Cross  got  more 
than  it  bargained  for  when  dona- 
tions began  pouring  in  after  the 
Oct.  17  San  Francisco  Bay  Area  earth- 
qual<e — about  $40  niilhon  more,  in  fact. 
To  date,  the  Red  Cross  has  spent  $12 
miiUon  on  rehef  in  Northern  California. 
But  corporations,  individuals,  and  even 
foreign  governments  have  given  an  as- 
tounding $52.5  million  specifically  to 
help  quake  victims.  So  what  should  the 


CALIFORNIA'S  QUAKE  DREW  $52.5  MILLION  IN  GIFTS 


Red  Cross  do  with  the  remaining  funds? 

The  answer,  after  hearing  some  none- 
too-subtle  gripes  from  San  Francisco 
Mayor  Art  C.  Agnos,  is  to  keep  sending 
the  checks  to  California.  The  Red  Cross 
announced  on  Feb.  20  that  all  money 
designated  for  earthquake  relief  would 
go  into  a  special  fund  just  for  that.  Ag- 
nos observes  that  the  Red  Cross  is  still 
raising  money  by  selling  an  Earthquake 
Relief  Fund "  T-shirt,  but  he  adds:  "It 
does  not  say,  'We  may  or  may  not  use 
this  money  for  the  earthquake.'  " 

The  move  is  a  big  change  for  the  109- 
year-old  organization.  Ordinarily,  dona- 


tions after  a  disaster  go  wherever  they 
are  most  needed,  with  any  surplus  going 
into  a  general  reserve  for  future  crises. 
But  never  before  has  so  much  money 
come  in  so  quickly  that  it  overwhelmed 
immediate  needs.  "This  is  a  situation 
that's  unprecedented  in  the  history  of 
the  Red  Cross,"  says  American  Red 
Cross  Senior  Vice-President  Stephen  H. 
Richards. 

OUTPULLING  HUGO.  The  cold  fact  is  that 
the  more  news  coverage  a  disaster  re- 
ceives, the  more  donations  it  inspires. 
The  Red  Cross  has  spent  some  $55  mil- 
lion in  the  Carolinas  and  Caribbean  to 
aid  victims  of  last  September's  Hurri- 
cane Hugo  and  believes  the  total  tab 
eventually  will  hit  $72  million.  It  helped 
out  some  124,000  hurricane  victims,  com- 
pared with  about  14,000  earthquake  vic- 
tims. But  the  quake,  which  came  a 
month  later,  diverted  media  attention, 
with  the  result  that  Hugo 
wound  up  inspiring  just  $12 
million  in  donations. 

In  the  future,  the  Red  Cross 
may  have  to  do  better  at 
matching  Samaritans  and  vic- 
tims. Richards  says  the  earth- 
quake drove  home  the  message 
that  donors  increasingly  want  a 
say  in  how  their  money  is 
spent.  Other  charities  have  no- 
ticed the  change,  too.  "We  defi- 
nitely see  a  trend  in  donors 
wanting  to  make  a  choice," 
notes  Alison  W.  Halperin,  direc- 
tor of  donor  markets  for  United 
Way  of  America,  who  attri- 
butes it  to  growing  consumer 
awareness.  "The  word  'choice' 
pops  up  in  ad  after  ad  in  this 
country  every  day." 

The  San  Francisco  experience 
has  put  the  issue  on  the  Red 
Cross  agenda:  It  must  either 
ensure  that  designated  dona- 
tions go  where  givers  intend  or 
change  its  fund-raising  tactics 
to  leave  itself  the  option  of 
spending  the  money  elsewhere. 
For  some  donors,  at  least,  ei- 
ther approach  may  work.  Chev- 
ron Corp.  and  Pacific  Gas  &  Electric  Co., 
for  example,  gave  the  Red  Cross  $1  mil- 
lion and  $500,000,  respectively,  after  the 
earthquake.  But  both  companies  say 
they  don't  expect  the  money  to  be  re- 
turned if  the  Red  Cross  winds  up  with  a 
surplus.  They'd  rely  on  the  charity  to 
decide  where  it  could  best  be  used. 
"That's  why  you  have  an  organization 
like  the  Red  Cross,"  notes  William  G. 
"Grid"  Toland  III,  Chevron's  manager  of 
community  affairs.  "You  either  trust 
them  or  you  don't."  More  and  more,  that 
view  is  receding. 

By  Richard  Brandt  in  San  Francisco 


LOBBYING  1 


A  LEANER  LOBBY 
FOR  MAIN  STREET 


The  ailing  Chamber  of  Commera, 
cuts  staff  and  programs 


For  much  of  the  century,  the  U.  i 
Chamber  of  Commerce  has  stoo 
as  Main  Street's  champion  in  Was' 
ington.  But  like  much  of  industry,  tl 
Chamber  grew  fat,  taking  on  membei 
of  all  sizes.  That  left  the  venerab' 
group  vulnerable  to  such  nimbler  riv: 
trade  groups  as  the  National  Federatio 
of  Independent  Business. 

Now,  like  many  of  its  members,  tl 
Chamber  is  being  forced  to  slim  dow: 
On  Feb.  15,  Chamber  President  Richai 
L.  Lesher  broke  the  bad  news  to  staf 
ers  at  the  group's  Washington  hea 
quarters.  "After  a  long  and  in-dept 
analysis,"  Lesher  said  in  a  memo  o 
tained  by  BUSINESS  WEEK,  the  group  i; 
tends  to  lay  off  about  20  employee 
among  them  its  senior  lobbyist.  It  als 
plans  to  end  one  of  its  four  cable  tele\ 
sion  shows,  Ask  Waslmigton. 

The  Chamber  is  cutting  its  politic 
and  legislative  activities  in  large  part 
switch  resources  toward  recruiting  ne 
members.  "We're  just  sort  of  treadin 
water"  at  180,000  members,  says  the  o 
ganization's  spokesman,  Carl  Grant. 
'BLOATED.'  The  Chamber's  size,  while 
source  of  strength,  often  proves  a  hi 
drance,  as  the  group  finds  itself  spl 
along  big-business  or  small-busine, 
lines.  "You  can't  be  everj^thing  to  ; 
people,"  says  Donald  C.  Alexander, 
Chamber  tax-committee  member.  "MaF 
be  some  of  the  departments  had  gottt  | 
a  little  bloated." 

The  current  debate  over  a  payroll-tj;  \ 
cut  is  a  good  example.  The  Chamber  "I 
small-business  committee  favored  su  :i 
port  for  the  tax  cut  proposed  by  Senate  ij 
Daniel  P.  Moynihan  (D.-N.  Y.),  inside;  i| 
say,  while  its  tax  committee  opposed  i 
The  Chamber's  public  position  is  suppo. 
for  the  tax  cut,  coupled  with  offsettir' 
spending  cuts — a  move  no  one  expec.  ' 
Congress  to  make. 

Further  hurting  the  Chamber's  eff€-  . 
tiveness,   according   to   lobbyists,   h;-  1 
been  what  some  see  as  its  arroganc 
"There's  a  certain  hubris  over  there  th:  I 
'we  are  the  Chamber,  we  are  all-pow(  > 
ful,'  "  says  another  Washington  trac 
association's  head.  Now,  the  Chambei; 
confidence  seems  shaken.  But  as  mai' 
big  American  companies  have  learne, 
dieting  can  work  wonders. 

By  Tim  Smart  in  Washingtc. 
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ubsidiary  ol  Citicorp 


Wa  believe 
in  life  after  debt 


At  Citibank,  we  believe  leveraged  financing  can  help 
breathe  new  life  into  a  company,  giving  it  the  ability  to  more 
successfully  compete  in  today's  global  marketplace. 

Of  course.  Citibank  offers  more  than  just  financial 
resources.  Citibank  has  experience  in  virtually  every  industry 
Our  ability  to  provide  innovative  structuring  is  well-known,  as 
is  our  ability  to  close  transactions.  And  when  we  believe  in  a 
company,  we're  committed  to  establishing  relationships  that 
last  long  after  the  closing. 

These  are  just  a  few  reasons  why  our  clients  have  come 
to  believe  in  us. 

It 's  a  belief  that's  not  based  solely  on  faith,  but  on  more 
than  six  hundred  examples  of  living  proof. 


CITIBANKO 
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EDITED  BY  HARRIS  COLLINGWOOD 


A  HARD  BARGAIN 
FOR  GEORGIA-PACIFIC 


►  The  battle  royal  in  forest 
products  is  finally  over.  After 
four  bruising  months,  Great 
Northern  Nekoosa's  board  of 
directors  grudgingly  agreed 
on  Feb.  19  to  accept  a  sweet- 
ened bid  of  $65.75  a  share 
from  suitor  Georgia-Pacific. 
Great  Northern's  holdout  end- 
ed after  its  investment  bank- 
er, Goldman  Sachs,  deemed 
the  offer  adequate. 

Winning  comes  at  a  high 
price  for  Atlanta-based  Geor- 
gia-Pacific. It  must  pay  $3.7 
billion  for  Great  Northern 
stock — $157  million  more  than 
its  previous  $63-a-share  of- 
fer— as  well  as  $200  million  in 
fees  and  expenses.  It  also 
must  refinance  most  of  Great 
Northern's  $1.4  billion  in  ex- 
isting debt.  To  help  pay  the 
bills,  Georgia-Pacific  plans  to 
sell  some  of  Great  Northern's 
prime  assets,  including  plants 
in  Georgia,  Mississippi,  and 
Arkansas. 


GM  COMES  OUT 
OF  THE  WOODS 


►  General  Motors  won't  be 
bringing  back  the  Woody.  In 
1926,  (;m  set  up  Fisher  Lum- 
ber to  provide  the  wood  used 
in  cars  of  that  day.  Now  that 
real-wood  side  panels  are  a 
thing  of  the  distant  past,  G.\l 
is  transferring  about  57,000 
acres  of  Louisiana  farmland, 
bottomlands,  and  wetlands  to 
two  conservation  groups, 
which  will  preserve  the  land 
in  part  as  wildlife  habitats. 
While  part  of  the  land  will  be 
donated,  a  portion  will  be 
swapped  for  other  real  es- 
tate— and  used  for  new  car 
dealerships. 


spin  off  Castle's  Dole  Foods 
unit  to  shareholders.  Trading 
separately,  he  figures.  Dole 
and  Castle's  remaining  real 
estate  operations  can  fetch  a 
total  of  about  45.  Stockhold- 
ers will  be  happy — especially 
Chairman  Murdock,  whose 
own  stock  would  gain  more 
than  $200  million  if  he's  right. 
The  company  says  it  could 
complete  the  spin-off  by  June. 

But  Murdock  may  not  be 
done:  He  might  still  sell  Dole 
at  a  tasty  premium.  And  ana- 
lysts think  Murdock  may  en- 
large his  23' J  stake  in  the  real 
estate  unit — whose  Hawaiian 
land,  hotels,  and  golf  courses 
could  lure  Japanese  inves- 
tors— and  then  take  the  com- 
pany private. 


THE  FDIC  MAY 
SHOOT  THE  CHUTES 


►  The  government  is  thinking 
about  poking  a  hole  in  some 
bankers'  golden  parachutes. 
Federal  Deposit  Insurance 
Cor]j.  Chairman  William  Seid- 
man  says  his  agency  is  ex- 
ploring ways  to  restrict  the 
lucrative  severance  packages 
that  some  bank  and  thrift  ex- 
ecutives have  used  to  cushion 
their  falls  after  their  institu- 
tions fail. 

Curbing  the  parachutes 
would  instill  more  discipline  in 
the  industry,  Seidman  told  a 
House  Banking  Committee 
hearing  on  Feb.  21.  The  para- 
chute proposal  is  one  of  many 


SHY?  LONEIY?  6,000  POUNDS?  DON'T  DESPAI 


Elephants  are  among  the  most 
intelligent  and  sociable  of 
beasts.  But  zookeepers  some- 
times have  to  contend  with  an 
elephant  who's  just  not  a  joiner. 
That's  when  they  call  in  an  ex- 
pert in  elephant  socialization. 

John  Lehnhardt,  who  runs  the 
elephant  house  at  Washington's 
National  Zoo,  definitely  qualifies 
for  the  title.  He  has  spent  his 
career  tackling  problems  of  ele- 
phant etiquette.  His  current  client:  Toni,  a  24-year-old  fern 
standing  7  feet,  10  inches  at  the  shoulder  and  weighing 
demure  6,000  pounds.  She  hasn't  seen  another  creature  1 
hei'self  since  infancy,  says  Lehnhardt,  and  "she  doesn't  ev 
know  she's  an  elephant."  His  job  is  to  introduce  her  to  t 
three  females  she'll  soon  be  moving  in  with.  He  also  has 
teach  her  the  dos  and  don'ts  of  trunk-twining  and  other  socIuchesi 


graces.  Lehnhardt  says  he  follows  just  one  basic  precept  wh 
working  with  the  behemoths  in  his  charge:  "Be  very  carefu 


options  to  reduce  risk-taking 
under  scrutiny  by  the  P'DIC  in 
preparation  for  a  Treasury 
Dept.  study  on  federal  deposit 
insurance  due  in  1991. 


THE  S&L  FAILURE  THAT 
STUNNED  THE  STREET 


►  One  more  thrift  swooning 
into  government  conservator- 
ship would  hardly  qualify  as 
news,  except  this  one  stunned 
Wall  Street  pros.  On  Feb.  16, 
the  Office  of  Thrift  Supervi- 
sion took  control  of  Franklin 
Savings  Assn.  in  Ottawa, 
Kan.,  claiming  that  the  S&L 
had  improperly  deferred  $119 


BETTING  ON  A  BREAKUP 
AT  CASTLE  &  COOKE 


►  David  Murdock  figures  the 
parts  are  worth  more  than  the 
whole.  Stock  in  his  company, 
Castle  &  Cooke,  has  been 
trading  near  30.  He  wants  to 


million  in  futures-contrj 
losses.   Forcing  Franklin 
take  that  hit  in  one  y« 
wiped  out  its  capital. 

The  news  surprised 
Street      because  ErnAaces 
Fleischer,   Franklin's  fornafis. 
chairman  and  largest  sha 
holder,  adeptly  used  futu: 
and  exotic  mortgage  seci 
ties  to  build  the  thrift  fron 
tiny  institution  to  one  with 
most  $14   billion   in  asse 
Fleischer  says  federal  ai 
tors  are  changing  the 
counting  rules  retroactively 
charge  the  OTS  denies. 


FINALLY, 
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►  Tlie  exceptionally  bitter, 
month  strike  against  Pitts 
has  finally  come  to  an  end. 
Feb.  20,  the  United  M 
Workers  announced  that 
rank  and  file  at  Pittston  o\ 
ations  had  approved  a  n*' 
4 '/o -year  contract  by  neaj 
2  to  1.  "  ! 

Under  the  pact,  Pitts 
management  gains  the  rijj 
to  rearrange  shifts  so  t' 
mines  can  stay  open  24  ho 
a  day,  seven  days  a  week,  lie 
miners  gain  increased  job  b- 
curity  as  well  as  the  rightio 
fill  job  openings  at  nonun>n 
operations  with  laid-off  un>n 
members.  II 
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VHY  DEMOCRATS  STILL 

VANT  TO  WEAR  THE  UNION  LABEL 


Ithough  a  national  election  is  barely  eight  months 
away,  the  political  strategists  of  the  AFl^cio  have  their 
F^eyes  firmly  on  1992.  Not  on  the  Presidential  contest, 
lere  even  the  staunchly  Democratic  labor  chieftains  have  to 
te  George  Bush  a  strong  early  favorite.  But  union  politicos 
i  1992  as  crucial  to  maintaining  a  Democratic  Congress. 
Labor  political  directors,  gathered  in  Bal  Harbour,  Fla.,  for 
i  annual  AFL-CIO  winter  Executive  Council  meeting,  have 
ison  to  worry  about  '92.  Reapportionment  will  shift  a  num- 
r  of  Democratic  House  seats  in  the  Rust  Belt  to  the  more 
ipublican  territory  of  the  Sunbelt.  That  could  start  the  GOP 
wn  a  long  road  toward  control  of  the  House, 
id  in  Senate  races,  the  Democrats  must  defend 
of  the  34  seats  up. 

M  CHEST.  Working  closely  with  the  Democratic 
itional  Committee,  labor  has  fashioned  a  two- 
3nged  strategy  for  1990  to  defend  control  of 
pitol  Hill  in  1992.  The  AFI^CIO  is  throwing  its 
nsiderable  resources  behind  the  DNC's  Project 
3,  a  five-year-old  effort  to  boost  Democratic 
•ength  at  the  state  level.  Unions  hope  to  pro- 
le half  of  a  $2.5  million  war  chest  for  the  proj- 
t.  The  effort  targets  legislative  and  gubernato- 
.1  races  in  16  states,  including  California, 
Drida,  and  Texas.  Legislatures  and  governors 
11  control  the  drawing  of  new  congressional 
;tricts,  and  labor  wants  to  be  sure  that  the  new 
ips  are  as  favorable  as  possible  for  Democratic  candidates. 
Labor's  second  stratagem  is  aimed  at  the  Senate.  There's 
:le  chance  that  the  GOP  can  do  more  than  dent  the  Demo- 
its'  55-45  majority  this  year,  but  any  gains  could  position  the 
^publicans  to  recapture  the  Senate  in  1992.  "The  loss  of  even 
0  seats  could  put  the  Democrats  in  serious  jeopardy  in 
92,"  says  Loretta  Bowen,  political  director  for  the  Communi- 
tions  Workers  of  America.  Union  political  action  committees 
11  invest  heavily  to  aid  Democratic  Senators  Tom  Harkin  of 
wa,  Paul  Simon  of  Illinois,  Carl  M.  Levin  of  Michigan,  and 
aiborne  Pell  of  Rhode  Island  hold  seats  against  challenges. 


Although  the  unions  have  taken  their  knocks  over  the  past 
decade,  they  remain  a  potent  political  force.  The  political  action 
committees  of  the  AFl^ClO  and  five  of  its  largest  affiliates 
spent  more  than  $16.5  million  in  the  1988  elections.  And  labor 
can  still  turn  out  the  troops  to  staff  phone  banks  and  organize 
get-out-the-vote  campaigns. 

That's  one  reason  candidates  are  overcoming  a  reluctance  to 
be  too  closely  identified  with  organized  labor.  Only  six  years 
ago,  Gary  Hart's  attacks  on  the  AFI^CIO  as  a  "special  interest" 
helped  doom  labor-backed  Democratic  Presidential  nominee 
Walter  F.  Mondale. 

'IMPORTANT  ALLEGIANCE.'  The  new  enthusiasm  for 
labor  support  drew  a  stream  of  Democrats  to 
Florida  to  pay  homage  to  afl-CIO  President  Lane 
Kirkland  and  the  Executive  Council.  Many  were 
liberals  such  as  Simon,  who  is  in  a  tough  race 
against  Representative  Lynn  Martin  (R-Ill.),  and 
former  Atlanta  Mayor  Andrew  D.  Young,  who  is 
campaigning  for  the  Democratic  nomination  for 
governor. 

A  changing  public  mood  is  also  leading  more 
moderate  contenders  to  lean  on  labor.  The  unions, 
long  associated  with  such  narrow  legislative  is- 
sues as  changes  in  picketing  rules  and  regula- 
tions governing  organizing,  have  led  such  popular 
fights  as  the  campaigns  for  plant-closing  legisla- 
tion, child  care,  and  family  leave.  "This  is  a  very 
important  allegiance  for  me,"  says  former  Louisville  Mayor 
Harvey  Sloane,  who  came  to  Bal  Harbour  looking  for  help  in 
his  race  against  Senator  Mitch  McConnell  (R-Ky.)  this  fall. 
"My  campaign  is  about  working  families." 

That's  music  to  the  ears  of  union  officials,  who  worry  that  a 
younger  generation  of  Democratic  politicians  has  lost  interest 
in  labor's  causes.  Says  Geri  Palast,  political  director  of  the 
Service  Employees'  International  Union:  "We  need  to  show 
that  people  who  stand  squarely  on  the  labor  agenda  can  win 
elections." 

By  Susan  B.  Garland  in  Bal  Harbour,  Fla. 


IPITALWRAPUPI 


BEALTH  CARE 


IJ|#atch  for  a  rerun  of  the  fight 

wW  over  catastrophic-illness  insur- 
nce  on  Capitol  Hill.  Both  House  Ways 
i  Means  Committee  Chairman  Dan 
lostenkowski  (D-Ill.)  and  Senate  Fi- 
lance  Committee  Chairman  Lloyd 
Jentsen  (D-Tex.)  are  prepared  to  re- 
unite one  of  the  most  painful  legisla- 
ive  battles  of  1989.  They  think  Con- 
gress went  too  far  when  it  repealed  the 
nsurance  program  in  response  to  a  se- 
ller citizens'  revolt.  The  two  chairmen, 
>oth  strong  backers  of  the  original  bill 
>rotecting  the  elderly  against  financial- 
y  devastating  illnesses,  want  to  re- 
tore  some  limited  benefits.  But  they 


say  they  will  not  push  any  legislation 
unless  they  can  build  a  consensus  in 
advance  on  a  way  to  finance  it. 

AUTHORS  

Former  House  Speaker  Jim  Wright, 
driven  from  office  by  a  scandal 
over  book  royalties,  has  taken  up  the 
pen  again.  He  is  furiously  at  work  to 
beat  an  Apr.  1  deadline  for  a  book  on 
U.  S.  policy  toward  Central  America. 
Since  leaving  office,  Wright  has  been 
teaching  at  Texas  Christian  University 
and  giving  speeches  at  $10,000  a  pop. 
But  while  he  has  jotted  down  some 
memoirs,  he  so  far  has  resisted  en- 
treaties from  associates  to  write  an 
autobiography. 


MONEY  LAUNDERING 


The  Bank  of  Commerce  &  Credit  In- 
ternational ended  its  criminal  prob- 
lems by  pleading  guilty  to  money-laun- 
dering charges.  But  the  Luxembourg- 
based  bank  doesn't  seem  to  think  that 
the  difficulties  caused  by  its  Panamani- 
an operations  are  over.  BCCI  has  hired 
two  prominent  Washington  law  firms, 
both  of  which  were  involved  in  its  crim- 
inal defense,  to  represent  its  interests 
on  Capitol  Hill.  Many  in  Congress  have 
attacked  the  plea  bargain  for  letting 
BCCl  off  too  lightly.  And  lawmakers 
are  talking  of  legislation  that  would 
lift  the  U.  S.  charter  of  any  bank  con- 
victed of  laundering  drug  money. 


:hington  outlook 
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Until  Now, 

Laser  Printing  has  Been  Out  of  Reach  for 
Many  People  in  Business. 
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registered  trademark  of  Hewlett-Packard  Kpson  is  a  registered  trademark  of  Seiko  Hpson  Corp.  (Q  1990  Epson  America,  Inc  ,27HI)  Lomita  Blvd.,  foirance.CA  9(1505  (800)  922-8911. 


IRIKKI 


Opting  for  the  quality  of  a  laser  printer  has  just 
become  decidedly  easier.  Introducing  the  EPL-6000  laser 
printer  from  Epson? 

EPL,-6000  Now  $1499  Coming  from  the  company  with  the  longest  running 

success  in  the  printer  business,  reliability  is  a  given.  What's  more,  the  new  EPL-6000  is 
compatible  with  application  software  written  for  the  HP  LaserJet  Ilf 

As  for  value,  this  new  Epson  combines  solid,  businesslike 
performance  with  a  price  that  is  as  attractive  as  the  printing.  In 
fact,  for  quality,  reliability  and  value  in  a  laser  printer,  you 
could  say  Epson  has  the  solution  well  in  hand. 


I  EPSON 


WHEN  YOU'VE  GOT  AN  EPSON, 
YOU'VE  &OTA  LOT  OF  COMPANY. 
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JAPAN 


NOW  JAPAN  IS  GETTING  JUMPY 
ABOUT  QUALITY 
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As  glitches  appear  in  cars,  TVs,  and  computers,  some  experts  are  calling  its  reputation  into  questionr 


Tr 


A  SPATE  OF  RECENT  REGILLS  IN  JAPAN 


Company/Product 

Problem 

TOYOTA  LEXUS  AUTOMOBILES- 

Cruise  control,  brake  light 

MITSUBISHI  MOTORS  PAJERO  WAGON 

Accelerator 

mil'  TRUCKS 

Loose  bolt 

FUJI  HEAVY  REX  MINICARS 

Clutch  contact 

YAMAHA  VimO  MOTORCYCLES 

Fuel  leak 

HON&A  HORIZON  MOTORCYCLES 

Transmission  cog 

SEIKO  EPSON  LAPTOP  COMPUTERS 

Circuit  soldering 

TOSHIBA  TVS 

High-voltage  circuits 

PIONEER  ELECTRIC  TVS 

Circuit  soldering 

MATSUSHITA  TVS 

Transformer  insulation 

SONY  TVS 

High-voltage  circuits 

*The  only  recoil  affecting  the  U.S.  market 

DATA;  BW 

In  January  and  February,  Japanese 
television  makers  Matsushita,  Sony, 
Pioneer,  and  Toshiba  recalled  dozens 
of  models  that  smoked  or  caused  fires. 
That  followed  a  government  disclosure 
that  a  Pioneer  TV  set  may  have  caused 
Japan's  first  major  high-rise  apartment 
fire.  Then,  buyers  of  Seiko  Epson 
Corp.'s  laptop  computers  got  recall  no- 
tices because  t^e  machines  occasionally 
smoked.  About  100,000  Seikos  were 


pulled  in.  Meanwhile,  man- 
ufacturers recalled  several 
models  of  motorcycles  and 
autos,  and  Toyota's  new 
$35,000  Lexus  sedan  went 
back  to  dealers  in  the  U.  S. 
for  brake-light  and  cruise- 
control  problems. 

Could  Japan  be  losing  its 
much-vaunted  quality 
edge?  The  answer  is:  not 
yet.  But  concern  is  grow- 
ing. As  foreign  and  domes- 
tic rivals  rush  new  prod- 
ucts to  market  faster  than  ever,  and 
because  Japanese  manufacturers  must 
keep  cutting  costs,  experts  say,  they  are 
including  new  parts  and  materials  with- 
out sufficient  testing.  Imported  compo- 
nents from  other  parts  of  Asia  may  also 
be  part  of  the  problem.  Some  think  an 
erosion  of  the  work  ethic  is  to  blame. 
Says  Bill  Golomski,  a  Chicago  quality 
consultant:  "I've  met  people  who  have 
said,  'I've  stopped  buying  Japanese  elec- 


!w,  as 


tronics  components  . .  .  because  the  quali 
ty  seems  to  have  suffered.' " 

Some  older  Japanese  say  the  youngei  flier 
generation  lacks  dedication.  "Japanes( 
quality  is  going  downhill,"  says  Tadash 
Kagawa,  senior  managing  director  ai 
Daini  Denden  Inc.,  a  new  telecommuni 
cations  company.  "In  the  past,  Japanes(  il- 
factory  workers  who  handled  f inishecfifes  mi 
products  wore  gloves  to  keep  the  fina 
packaging  clean.  Nobody  bothers  witi 
that  now,  so  you've  got  fingerprints  al 
over  everything.'' 
FASTER,  FASTER.  Others  blame  high-tedi?fl  as  i 
design  and  engineering.  "Product  engi 
neers  are  operating  at  a  more  sophisti 
cated  level,  but  their  quality  control  lagi 
behind  that  of  factory  workers,"  sa 
Sadao  Maeda,  a  management  consult 
at  the  Kansai  Productivity  Cen1 
Maeda  and  other  experts  say  that 
maining  competitive  in  high  tech 
driving  down  costs  and  adjus 
shorter  product  cycles.  Admits  £ 
manager  at  a  major  chipmaker 
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ducts  must  be  cranked  out  at  a  faster 

faster  pace,  which  could  have  an 
id  on  thinking  problems  through." 
f  makers  involved  in  the  latest  surge 
•ecalls  also  blame  design.  They  fault 

spacing  and  insulation  of  parts, 
ch  allow  grime  to  accumulate  over 

years  and  be  ignited  by  electrical 
:harges.  Japanese  homes,  they  say, 

dustier  than  average  because  of  the 
ralence  of  rice-straw  matting  and  fu- 

mattresses. 

;ut  the  government,  which  spent  four 
ades  making  "made  in  Japan"  a  syn- 
m  for  quality,  isn't  accepting  ex- 
es. On  Feb.  16,  the  Ministry  of  Inter- 
ional  Trade  &  Industry  issued  a  rare, 
tten  "administrative  guidance"  ad- 
lishing  TV  manufacturers  to  revamp 
ir  quality-control  and  safety  assur- 
e  procedures  immediately.  Joining 
crash  campaign  is  the  Electronic  In- 
tries  Association  of  Japan,  which  set 
a  special  committee  in  mid-February 
grapple  with  the  TV  safety  question, 
e  worry  about  how  this  will  affect 
an's  quality  image,"  says  Tamotsu 
'ada,  manager  of  the  EIAJ's  Overseas 
)lic  Affairs  Office. 

.  FOR  THE  BEST?  In  fact,  there  is  evi- 
ce  that  the  quality  problem  may  be 
centrated  in  specific  products  that 
ie  it  appear  more  pervasive  than  it  is. 
autos,  defects  per  100  Japanese  cars 
I  in  the  U.  S.  have  dropped  from  131 
.987  to  121  in  1989,  according  to  J.  D. 
ver  &  Associates,  an  Agoura  Hills 
lif.)  market-research  firm.  That's  bet- 

than  any  U.  S.  carmaker's  record, 
anese  electronic  products  routinely 
rank  U.  S.  and  European  models  in 
;ing  by  the  Consumers  Union, 
^here  problems  do  arise,  experts 
h  as  Junji  Nogouchi,  executive  direc- 
of  the  Union  of  Japanese  Scientists 
engineers,  believe  the  glitches  may  be 
sed  by  Japan's  effort  to  move  to  a 
her  level  of  automated  manufactur- 
with  greater  offshore  procurement — 
;bangeover  that  he  ngues  can  be 
Dothed  out  over  tirne.  Also,  he  ob- 
ves,  as  the  scale  of  manufacturing 
s  larger,  finding  skilled  workers  be- 
les  more  of  problem. 
J.  S.  ann'.ysts  say  Japan's  vigorous 
'ernmei  .  and  industry  response  is 
ily  to  diminish  the  prospect  of  a  long- 
m  crisis.  "I  see  everything  that's  hap- 
led  as  reaffirming  that  the  Japanese 

more  fanatical  about  quality  than 
:r  before,"  says  A.  Blandon  Godfrey, 
lirman  of  the  Juran  Institute  in  Wil- 
,  Conn.,  a  leading  quality  consulting 
n.  "The  way  they're  reacting,  as  if 
y're  in  a  panic,  is  evidence  of  contin- 
1  commitment." 

>o  far,  the  recalls  have  been  over- 
elmingly  concentrated  in  Japan's  do- 
stic  market,  where  manufacturers  of- 
1  test  products  before  launching 


serious  export  drives.  And  in  the  recent 
U.  S.  recalls  of  Toyota's  Lexus,  the  com- 
pany provided  door-to-door  service  that 
quickly  took  care  of  the  problem  and 
had  little  effect  on  sales. 

But  fixing  mistakes  is  not  a  solution, 
and  the  Japanese  know  it.  That's  why 
the  government  has  landed  on  the  issue 


with  both  feet.  It  knows  that  Japanese 
companies  must  learn  to  manage  quality 
control  as  they  manufacture  globally — 
and  if  they  can,  their  competitive 
strength  will  be  greater  than  ever. 

By  Robert  Neff,  with  Neil  Gross,  in  To- 
kyo, William  J.  Holstein  in  New  York,  and 
bureau  reports 


JAPAN  I 


WHAT  THE  U.S.  LOST 

IN  THE  JAPANESE  ELECTIONS 


Weak  leaders  with  big  campaign  debts  are  unlikely  to  open  closed  doors 


TOKYO'S  STOCK  EXCHANGE:  WILL  DEREGULATION  SPEED  UP? 


Shrugging  off  last  year's  sex  and 
bribeiy  scandals,  Japanese  voters 
handed  the  ruling  Liberal  Demo- 
cratic Party  a  solid  majority  in  the  Diet's 
powerful  House  of  Representatives  on 
Feb.  18.  But  the  surprisingly  big  LDP 
victory  does  not  leave  the  party  better 
poised  to  smooth  trade  frictions  with 
the  U.  S. 

Indeed,  the  LDP  may  have  promised  its 
way  into  a  corner  in  exchange  for  the 
275  seats  it  won.  To  avoid  offending 
small  shopkeepers,  LDP  candidates  made 
sure  not  to  talk  about  reforming  Japan's 
retail  laws,  a  major  obstacle  to  increased 
sales  of  U.  S.  products.  They  promised 


farmers  that  they  would 
shut  out  rice  imports — bad 
news  for  American  grow- 
ers. Plus,  the  estimated  $1 
billion  cost  of  the  LDP's 
campaign  makes  the  party 
even  more  dependent  on 
contributions  from  busi- 
ness interests  that  favor 
protectionism.  "It  may  be 
very  difficult  for  the 
LDP  to  move"  on  delicate 
trade  issues,  says  Rei  Shir- 
atori,  a  professor  at  Tokai 
University. 

NO  THANK  YOU?  This  is 
happening  just  as  the  U.  S. 
is  turning  up  the  heat  for 
trade  concessions.  Three 
days  after  the  elections, 
American  officials  descend- 
ed on  Tokyo  with  demands 
that  the  government  stim- 
ulate Japan's  appetite  for 
imports  by  increasing 
spending  and  ending  re- 
strictions on  large,  Ameri- 
can-style retail  outlets.  The 
Bush  Administration, 
which  toned  down  its 
tough  trade  talk  during 
the  campaign,  now  expects 
a  thank  you  in  the  form  of 
an  opening  of  Japan's  mar- 
kets to  U.  S.  supercom- 
puters, forest  products,  and  satellites, 
in  addition  to  a  speed-up  of  financial 
deregulation. 

But  even  if  the  LDP  acts  on  these  is- 
sues, the  Diet's  upper  house  remains 
firmly  in  the  hands  of  the  opposition  and 
will  not  be  a  rubber  stamp  for  the  ruling 
party.  Warns  LDP  lower  house  member 
Koji  Kakizawa:  "The  LDP  will  try  to 
solve  problems  raised  by  the  U.  S.,  but  it 
won't  be  easy." 

Trade  relations  with  the  U.  S.  will  put 
Prime  Minister  Toshiki  Kaifu  to  an  early 
test.  And  it  looks  as  though  the  relative- 
ly powerless  Kaifu  may  not  have  enough 
pull  with  Trade  Ministry  big-shots  to 
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push  new  import  rules  through.  Some 
senior  officials  don't  even  bother  to  con- 
sult with  him  when  drawing  up  policies, 
and  his  rivals  are  hoping  that  he  will 
stumble  in  his  dealings  with  the  U.  S. 

Still,  Kaifu's  good  showing  in  the  elec- 
tions is  likely  to  extend  his  tenure  as 
Prime  Minister,  according  to  Yohe  Kono, 
a  senior  LDP  member  of  the  lower  house. 
Going  into  the  campaign,  he  had  only 
lukewarm  support  from  party  leaders, 
who  installed  him  last  August  as  a  care- 
taker while  the  LDP  tried  to  recover  from 

ITALY  ^^^H^HHHIBHHiMMHHHl 


BENETTON  STRIPS 
BACK  DOWN 
TO  SPORTSWEAR 

It's  shedding  financial  services 

It's  back-to-basics  time  at  Benetton, 
the  Italian  family  business  that 
mushroomed  into  more  than  5,000 
clothing  outlets  in  80  countries  in  the 
past  decade.  Its  sales  are  now  flat,  its 
profits  per  share  are  down,  and  its  stock 
price  is  close  to  a  record  low. 

After  a  three-year  effort  to  expand 
into  financial  services,  the  family  is 
again  concentrating  on  selling  the  youth- 
ful attire  that  built  its  empire  and  is  also 
creating  a  huge  new  skiwear  business. 
In  mid-February,  Benetton  announced 
the  sale  of  its  50%  share  of  a  joint  insur- 
ance venture  with  Britain's  Prudential 
Corp.  to  a  unit  of  France's  Groupe  Vic- 
toire.  By  yearend,  says  Gianni  Mion, 
who  manages  the  family  holding  compa- 
ny Edizione,  the  Benettons  will  have 
sold  close  to  $300  million  worth  of  finan- 
cial services. 

Also  being  jettisoned  is  Benetton  Man- 
aging Director  Aldo  Palmeri,  the  42- 
year-old  financial  expert  who  helped  the 
family  buy  into  banks,  insurance,  and 
fund  management  groups.  He  and  Fe- 
derico  Minoli,  the  head  of  Benetton's 
U.  S.  operations  who  left  the  company  in 
December,  argued  that  Benetton  needed 
to  modernize  its  management  if  it  were 
to  compete  successfully  against  chal- 
lengers such  as  The  Gap  and  The  Limit- 
ed in  the  U.  S.  Palmeri  pushed  Benetton 
to  shift  to  global  manufacturing  and  to 
find  local  partners  able  to  penetrate  dif- 
ficult markets. 

COZY  NOSTRA.  But  Palmeri's  sense  of 
globalism  wasn't  what  the  family  had  in 
mind.  One  insider  says  Palmeri  and  com- 
pany boss  Luciano  Benetton  often 
clashed  over  strategy.  Instead  of  manag- 
ing foreign  stores  through  independent 
franchises,  the  Benettons  insist  on  using 
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the  Recruit  bribery  scandal.  But  now, 
Kaifu  has  muffled  the  talk  of  his  imme- 
diate departure.  A  longer  term  for  Kaifu 
would  suit  former  Prime  Minister  No- 
boru  Takeshita,  the  power  broker  who, 
put  him  there.  Says  Gerald  L.  Curtis, 
director  of  Columbia  University's  East 
Asian  Institute:  "Takeshita  would  like  to 
remain  the  power  behind  the  throne." 

The  big  loser  in  this  election  may  be 
Shintaro  Abe,  the  ambitious  LDP  faction 
leader  who  had  hoped  to  slip  into  the 
Prime  Minister's  office  as  early  as  this 


June.  Some  observers  say  that  Abe  i 
now  have  to  wait  until  Kaifu  compk 
his  full  term,  which  ends  in  Octol 
199L  Says  Curtis:  "It's  not  going  to 
as  easy  to  get  rid  of  Kaifu"  as  p^ 
leaders  thought  before  the  election. 

Nevertheless,  Kaifu  remains  a  w 
leader  with  no  following  of  his  own. 
despite  pressure  from  Washington, 
him  to  stick  his  neck  out  for  the  sak( 
improving  relations  with  the  increasi 
ly  unpopular  U.  S.  would  be  suicidal. 

By  Ted  Holden  in  To 


LUCIANO  BENETTON:  STILL  CALLED  "A  VISIONARY 


a  network  of  65  agents.  Most  are  Italian, 
many  are  close  friends  of  the  family, 
and  some  earn  as  much  as  $L5  million  a 
year.  They  select  retailers,  book  orders, 
and  monitor  standards.  "It's  a  kind  of 
mafia — but  a  mafia  in  the  good  sense  in 
which  everybody  has  direct  access  to  the 
boss,"  says  a  former  executive. 

Such  a  hands-on  system  worked  in  the 
mid-1980s  when  Benetton  was  smaller. 
But  it  doesn't  work  as  well  now  that 
Benetton  is  a  huge,  global  concern.  Says 
a  former  Benetton  executive:  "What 
pushed  the  company  in  the  beginning — 
the  sense  of  entrepreneurship,  the  fam- 
ily— is  now  a  limitation  to  its  growth. 
You  have  to  call  Luciano  up  for  every 
detail,  even  for  shipping  merchandise." 

Benetton  is  also  hamstrung  by  concen- 
trating its  manufacturing  in  Italy.  The 


company  is  tied  to  cumi 
some    arrangements  w 
mom-and-pop  subcontract 
to  manufacture  clothing 
worked  well  a  decade  ; 
when  such  subcontract 
kept  Benetton  free  of  la 
strife  and  the  Italian  lira  v 
weak.  But  now,  as  comp- 
tors  shift  nimbly  from  ( 
low-cost  manufacturer  to 
other,    Benetton   is  sti; 
sourcing  about  85%-  of  its  p 
duction  inside  high-cost  Ita 
That  also  means  delays  of 
to  10  months  in  filling  ordd 
for  outlets  in  Canada  and  ti 
U.  S.,  where  Benetton  alrea] 
has  a  major  problem.  A  nu 
ber  of  store  owners  have  fil 
lawsuits  alleging  that  t 
company  sent  them  goo 
that  weren't  ordered  or  i 
neged  on  payment  deals. 
BRISK  SALES.  Luciano  isn't  s 
ting  still.  Funds  from  the  S£ 
of  financial  services  will  be  : 
vested  in  Nordica,  a  ski-equ 
ment  firm  bought  by  Edizio 
last  year  for  $150  million.  L 
ciano  wants  Nordica  to  € 
pand  into  sportswear.  La 
month,  Luciano  formed  a  joi 
ven''ure  with  Japan's  Seib 
Saison,  setting  Benetton  up  for  ent: 
into  Asian  markets.  Luciano  is  also  loo 
ing  to  Eastern  Europ?,  where  Benetti 
has  a  chain  of  20  shops  in  Czechoslo 
kia,  Hungary,  and  Poland.  He  plans 
set  up  50  shops  and  two  factories  in  t 
Soviet  Union,  where  Benetton  gooc 
now  move  briskly  on  the  black  market 
Critics  wdiider  if  such  changes  ai 
enough  to  shore  up  Benetton's  perfo 
mance.  La.^l  year,  the  company  rang  u 
a  flat  $95  l  iillion  in  profits  on  sales  ( 
$1.2  billion.  But  for  all  Luciano's  prol 
lems,  even  his  detractors  admire  hin 
"He's  a  visionary — or  at  least  he  was, 
says  a  former  partner.  Now,  the  Bene 
tons  will  l.dve  to  prove  that  the  formul 
that  woi ' '  d  so  well  for  them  in  the  pa; 
decade  c:;:!  bail  them  out  in  the  next. 

By  John  Rossant  in  Rom 
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1  Thel990 jaguar  XT-S  Gomcrtible 
Place  In  The  Sim  That  Moves  LikeThe  Wine . 


^Timble  and  powerful,  yet  emi- 
LN  nently  civilized,  the  1990  Jaguar 
XJ-S  Convertible  adds  the  sun,  the 
moon  and  the  wind  in  your  hair. 

On  the  open  road.  Jaguars  leg- 
endary V-12  engine  moves  you 
effortlessly.   Through  twists  and 
~ns,  the  sophisticated  independent 


suspension  system  provides  an  un- 
canny balance  of  smooth  ride  and 
"feel"  for  the  road. 

Soft  and  luxurious  leather  seats 
are  contoured  to  provide  support  dur- 
ing spirited  driving,  while  the 
warmth  of  burl  walnut  adds  refined 
elegance. 


But,  perhaps,  the  most  satisfying 
aspect  of  the  XJ-S  Convertible  is  the 
thrill  of  driving,  top  down,  in  a  mod- 
em classic.  We  invite  you  to  test  drive 
a  Jaguar  XJ-S  Convertible.  Call  1-800- 
4- JAGUAR  for  your  nearest  dealer. 

JAGUAR 


BLENDING         OF         ART        AND  MACHINE 


WE 

PROTECT  YOU 
WHETHER 
YOU  HAVE  A 
KEMPER 
POLICY 
OR  NOT 


Bill  Thomas  helps  prevent 
fires  in  places  you  and  your  family 
visit. 

Bill  heads  up  one  of  the 
most  comprehensive  state-of-the- 
art  fire  protection  labs  in  the 
world — Kemper's.  The  unique  lab 
serves  as  the  training  ground  for 
thousands  of  fire  safety  engineers 
who  advise  national  business  and 
property  owners  on  the  best  way  to 


extinguish  and  prevent  fires  on 
their  property. 

So  when  you  and  your 
family  go  to  a  stadium,  a  fast  food 
store,  an  airport,  or  other  build- 
ings that  have  implemented  safety 
standards  like  Kemper's,  you  can 
feel  safer 

And  you  don't  need  to  have 
a  Kemper  policy  to  appreciate  the 
benefits  of  that. 


MAKING  INSURANCE 
WORK  FOR  EVERYONE 


KemPBR 
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FLOOD  OF  IMMIGRANTS  TO  ISRAEL 
AISES  HOPES— AND  TENSIONS 


rhe  surge  of  Soviet  Jewish  immigrants  into  Israel  is 
bringing  the  long-simmering  controversy  over  Israeli  set- 
tlement of  the  occupied  West  Bank  to  a  boil.  Around 
,000  Soviet  Jews  are  expected  to  arrive  this  year,  and 
leli  officials  expect  a  total  of  up  to  500,000  by  the  mid- 
Ds.  They  come  mostly  on  night  flights  from  Budapest,  to  be 
;  at  Tel  Aviv's  Ben  Gurion  International  Airport  by  rela- 
s,  officials  of  resettlement  agencies,  and  shady  dealers 
iring  scarce  apartments.  Right-wing  politicians 
h  as  Ariel  Sharon,  who  has  just  resigned  as 
de  &  Industry  Minister,  see  the  influx  as  per- 
s  the  last  chance  to  tie  the  West  Bank  and 
;a  irrevocably  to  Israel  by  colonizing  them 
1  large  numbers  of  settlers. 
Iven  hints  of  such  a  strategy,  however,  are 
!ady  stirring  tensions  with  Moscow  and  Arab 
^hbors,  and  causing  friction  with  Washington. 
Tie  Minister  Yitzhak  Shamir  recently  called  for 
big  Israel"  to  house  the  immigrants,  then 
ked  away  after  the  remark,  which  suggested 
•itorial  expansion,  drew  a  warning  from  Wash- 
ton.  Jordan's  King  Hussein  is  urging  the  U.  S. 
declare  Israeli  settlements  in  the  occupied 
is  illegal.  And  Secretary  of  State  James  A. 
;er  III  fears  that  the  growing  Arab  backlash  against  immi- 
tion  could  derail  his  push  for  Israeli-Palestinian  talks  on 
st  Bank  elections.  Arab  pressure  has  already  caused  the 
lets  to  shelve  a  December  agreement  between  Aeroflot  and 
Al  Israel  Airlines  to  start  direct  Moscow-Tel  Aviv  flights 
t  could  have  boosted  immigration  even  higher, 
nside  Israel,  the  inflow  is  reshaping  a  divided  society's 
ipeting  visions  of  the  future.  Sharon  plans  to  campaign 
,inst  Israeli-Palestinian  talks  and  eventually  bid  to  replace 
imir  as  leader  of  the  Likud  bloc,  which  rules  Israel  in  an 
;n-strained  coalition  with  the  Labor  Party.  By  contrast, 
iisalem  Mayor  Teddy  Kollek,  a  Labor  member,  on  Feb.  17 
ed  for  Israel's  withdrawal  from  the  occupied  lands.  Absorb- 
the  immigrants  requires  so  great  an  effort,  he  argues,  that 


"it  is  impossible  at  the  same  time  to  occupy  the  West  Bank 
and  Gaza."  Eventually,  the  influx  should  strengthen  the  4.4 
million  Israeli  nation,  both  economically  and  demographically. 
But  over  the  next  two  years  alone,  Israel  will  have  to  spend  an 
estimated  $3  billion  to  provide  homes,  training,  and  jobs  for 
the  new  arrivals.  At  the  same  time,  Israel  will  continue  to  pay 
the  heavy  economic  and  political  costs  of  fighting  the  Palestin- 
ian uprising  if  it  tries  to  hold  on  to  the  West  Bank  and  Gaza. 

Nevertheless,  contrary  to  Sharon's  aim,  his  res- 
ignation should  brighten  prospects  for  Israeli-Pal- 
estinian talks  by  removing  the  strongest  voice 
against  them  from  Shamir's  cabinet.  It  is  now 
"almost  certain,"  says  William  B.  Quandt,  a  Mid- 
dle East  expert  at  the  Brookings  Institution,  that 
Baker  will  soon  meet  with  the  foreign  ministers 
of  Egypt  and  Israel  to  work  out  an  agreement  on 
a  Palestinian  delegation  for  such  talks.  By  this 
spring,  Quandt  believes,  there  is  "a  reasonable 
chance"  that  Israelis  and  Palestinians  will  be  sit- 
ting down  together. 

Although  Moscow  has  balked  on  direct  flights 
to  Israel,  it  won't  turn  off  the  emigration  tap 
because  that  would  torpedo  negotmtions  with  the 
U.  S.  for  a  favorable  trade  pact — a  much  higher 
Soviet  priority  now  than  pleasing  the  Arabs.  Instead,  Moscow 
is  leaning  on  its  clients,  Syria  and  the  Palestine  Liberation 
Organization,  to  ease  their  hostility  toward  Israel. 

Israel's  need  for  financial  support  from  the  U.  S.  to  help 
settle  the  immigrants  may  also  improve  peace  prospects.  Al- 
though Senator  Robert  J.  Dole  (R-Kan.)  suggested  that  the  $3 
billion  in  annual  U.  S.  aid  to  Israel  is  already  excessive,  Sena- 
tors Patrick  J.  Leahy  of  Vermont  and  Robert  W.  Kasten  of 
Wisconsin  have  introduced  a  bill  to  provide  a  U.  S.  guarantee 
for  $400  million  in  housing  loans  that  Israel  wants  to  raise. 
Chances  for  approval  of  such  backing  will  be  better  if  Israel  is 
seen  to  be  helping  to  move  the  peace  process  ahead. 

By  Neal  Sandler  in  Jemsalem  and  Stanley  Reed  in  New  York, 
with  bureau  reports 
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>VIET  UNION 


J  lections  under  way  in  the  15  Soviet 
■  republics  are  likely  to  sharpen  the 
ilits  in  the  Communist  Party.  Outspo- 
!n  populist  Boris  N.  Yeltsin  could  cat- 
)ult  to  a  position  of  influence  rivaling 
at  of  President  Mikhail  Gorbachev  as 
result  of  the  Mar.  4  vote  in  the  vast 
assian  Republic,  where  half  its  popu- 
tion  lives. 

As  a  leader  of  the  party's  new  liberal 
ing,  the  Democratic  Platform,  Yeltsin 
campaigning  hard  for  the  presidency 
the  Russian  Republic.  As  a  first 
ep,  he  is  competing  in  a  field  of  7,000 
mdidates  for  one  of  1,068  seats  in  the 
:public's  Congress  of  People's  Depu- 


ties. The  People's  Deputies  will  elect  a 
Supreme  Soviet,  which  will  choose  the 
Russian  President — and  so  far,  Yeltsin 
has  no  rival  for  the  job.  Yeltsin  would 
use  the  position  to  press  for  faster, 
more  radical  reforms  in  the  republic. 
He  has  already  called  for  a  stronger, 
"independent"  Russia  with  its  own  in- 
stitutions and  foreign  policy.  Specu- 
lates a  Western  diplomat  in  Moscow: 
"It  might  be  a  base  for  attacking 
the  leadership  of  the  Communist  Party 
itself." 

Yeltsin  could  further  strengthen  that 
base  by  bidding  for  leadership  of  a 
new  Communist  Party  of  the  Russian 
Republic,  which  may  be  created  in 
April.  Unlike  other  republics,  Russia 


has  not  had  its  own  separate  Commu- 
nist Party  structure  since  1925. 

Regardless  of  Yeltsin's  bid,  local  and 
regional  elections  are  also  expected  to 
deal  a  blow  to  the  Communist  Party. 
In  Russia  and  the  Ukraine,  which  also 
votes  on  Mar.  4,  85%  of  the  candidates 
are  party  members,  but  only  10%  to 
15%  are  party  bureaucrats  or  bosses. 
The  Democratic  Platform,  by  contrast, 
is  fielding  big  slates  in  many  districts, 
and  true  multiparty  races  are  under 
way  in  some  republics.  Voters  in  Lithu- 
anian elections  scheduled  for  Feb.  24 
were  being  offered  a  choice  among 
candidates  from  two  communist  par- 
ties, the  Social  Democratic  Party  and  a 
growing  Green  Party. 
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open  10,000  new  location 


Did  you  know  that  with  AT&T  800  Service 
your  husiness  can  grow  faster?  And  for  a  lot 
less  than  you  thought. 

Imagine  having  branches  in  every  corner  of 
the  country,  hnagine  them  being  built  in  just  a 
lew  days.  Imagine  the  prolits  from  all  those 
locations. 

That's  what  it  feels  like  to  have  AT&T  800 
Service.  Almost  instantly  you're  reaching  cus- 
tomers nationwide  to  increase  revenue,  expand 
markets  and  improve  service.  No  matter  what 
)'our  business  is  or  how  big  it  is,  AT&T  has  an  800 
service  that's  remarkably  effective.  And  surpris- 
ingly affordable.  For  as  little  as  $20  a  month,  plus 
usage.your  business  can  start  receiving  the 


benefits  only  AT&T  800  Service  can  offer.  , 
Why  AT&T?  Compared  to  our  basic  800  ^ 
ice,  other  800  services  take  considerably  lon^  r 
connect  calls, which  means  impatient  custor  a 
may  just  hang  up  for  good.  Of  course,  lost  ca  ;! 
can  mean  lost  business.  And  no  other  servic(  n 
AT&T's  range  of  advanced  800  features  to  he!  a! 
your  customers  reach  you  more  efficiently  Ir  i 
addition,with  AT&T  800  Service  you  have  the  i 
flexibility  to  receive  billing  reports  for  each  ^ 
your  locations  for  better  management  and  c  i| 
trol  of  your  expenses. 

Only  AT&T  offers  you  the  unique  protec 
of  the  AT&T  800  Assurance  Policy  It  automati 
covers  you  for  the  day-to-day  problems  that  m 


Si 


^Tuesday 


^ent  you  from  receiving  800  calls.  From  bro- 
cables,  to  PBX  malfunction,  to  power  outage, 
r  will  get  you  back  in  touch  with  your  cus- 
ers— guaranteed,within  one  hour  of  notify- 
the  AT&T  service  hotline.That's  a  promise  you 
I't  find  anywhere  else. 
Not  only  does  AT&T  800  Service  offer  the 
:  quality  it  also  comes  at  an  extremely  com- 
tive  price.Which  makes  AT&T  800  Service  an 
edible  value  that  can  help  your  business  grow 
edibly  fast. 

iT800  Service.  Another  AT&T  advantage. 

Call  your  AT&T  Account  Executive  or 
)0  222-0400  for  details  about  how  this  offer 
apply  to  your  business. 


The  right  choice. 


e  Corporation 


STRATEGIES  I 


RECYCLING:  THE  NEWEST  WRINKLE 
IN  WASTE  MANAGEMENT'S  BAG 


p. 


The  sideline  isn't  yet  profitable,  but  it  fits  a  strateg>'  of  offering  sendee  from  curbside  to  landfill 


It  whisks  away  trash  frorri 
the  streets  of  Jackson,  Miss.; 
Jiddah,  Saudi  Arabia;  and 
more  than  350  other  cities  in  the 
U.  S.  and  a  dozen  foreign  coun- 
tries. Its  seven  hazardous-wastt 
landfills  and  five  incinerator- 
handle  millions  of  tons  of  wast^- 
a  year.  Waste  Management  Inc 
is  the  king  of  garbage. 

Its  climb  to  the  top  of  the 
heap,  however,  has  earned  it  an 
odious  reputation  among  envi- 
ronmentalists, who  have  ac- 
cused it  of  everything  from  ille- 
gal dumping  of  hazardous 
waste  to  ocean  pollution.  A 
member  of  Greenpeace  Interna- 
tional once  disrupted  Wastf- 
Management's  annual  meeting 
by  blasting  a  taped  litany  of  th* 
company's  alleged  crime.- 
against  the  planet. 

But  look  who's  in  the  van- 
guard of  the  crusade  for  that 
greenest  of  causes,  recycling: 
Waste  Management's  Recycle 
America  subsidiary'  has  quietly 
become  the  nation's  largest  re- 
cycler,  with  curbside  pickup  pro- 
grams ser%-ing  1.2  million  house- 
holds. Waste  Management  isn't 
looking  just  to  score  a  few 
points  with  environmental 
groups.  Thanks  to  a  rising  tide 
of  legislation  and  public  opinion,  recy- 
cling of  newspapers,  plastic,  cans,  and 
tires  is  turning  into  big  business.  It  also 
conserves  precious  landfill  space.  "The 
enthusiasm  out  there  for  recycling  is 
overwhelming,"  says  Waste  Manage- 
ment Chairrrian  Dean  L.  Buntrock.  "Peo- 
ple do  feel  they  can  make  a  difference." 
NEW  FRIENDS.  Underscoring  its  intere.st 
in  recycling.  Waste  Management  recent- 
ly signed  joint  ventures  with  papermak- 
er  Jefferson  Smurfit  Corp.  and  chemical 
giant  Du  Pont  Co.  to  recycle  paper  and 
plastic.  But  while  recycling  is  already  a 
S2.5  billion  market  in  the  U.  S.,  big  prof- 
its are  still  far  off.  Waste  Management's 
foray  faces  fierce  competition,  lingering 
consumer  resi.stance,  and  little  demand 
for  recycled  materials. 
Even  so,  the  push  fits  neatly  into 


INSIDE 
WASTE  MANAGEMENT 


1989  REVENUES 
$4.5  BILUON 


PROFIT 
S562  MIUION 


WASTE  MANAGEMENT  OF  NORTH  AMERICA 
REVENUES  $3.2  BILUON 

►  Xo.  1  garbage  hauler  and  landfill  oper- 
ator, serv'ing  7.6  million  homes.  No.  1 
recycler,  sen-ing  1.2  million  homes 

CHEMICAL  WASTE  MANAGEMENT 
REVENUES  $892MILU0N 

►  79%-owned  unit  is  leader  in  toxic- 
waste  handling  and  disposal 

WASTE  MANAGEMENT  INTERNATIONAL 
REVENUES  S388  MILLION 

►  OperatioHb  m  12  countries 

DATA;  COMPANY  RffORTS 


C( 


Waste  Management's  strate| 
of  offering  curbside-to-landf 
garbage  ser%'ices  to  cities.  I 
core  business  handles  and  di 
poses  of  garbage  for  7.6  milli( 
households.  Chemical  Was 
Management,  its  TG^-own^^" 
subsidiar}-,  Ls  the  No.  1  handl 
of  toxic  waste  and  boasts  preti 
margins  of  25'^  .  The  compa: 
has  also  expanded  into  tl 
growing  fields  of  asbestos  i 
moval,  medical  waste,  and  t 
:oxic  and  residential  garba] 
markets  in  Western  EuropBi-d 
"Waste  Management  is  ever  \m. 
v.here.  They're  like  a  power!  Iifi 
„'-tegrated  oil  company,"  sa 
an  admiring  Allen  Hershkowi 
senior  scientist  with  the  Natiu 
Resources  Defense  Council 
even  calls  Buntrock  a  ' 
league"  in  the  fight  againpt-aa; 
trash.  Buntrock,  who  built 
his  in-laws'  Chicago  garbaj  say 
collection  company  with  a  strii  tag 
of  acquisitions,  has  begun  me<  i:.;tk. 
ing  with  top  environmentalis 
and  the  company  has  givi 
grants  to  several  enwonment 
organizations. 

Waste  Management,  heaj^:rv 
quartered  in  Oak  Brook,  I 
also  has  its  share  of  admirers 
Wall  Street,  and  no  wonder: 
has  just  turned  in  a  record  'lYk  jump 
net  income,  to  §562  million.  Reven 
are  up  25%,  to  S4.5  billion.  Its  marki 
value  in  1989  alone  appreciated  by  69 
Analysts  estimate  that  earnings  sho 
grow  by  20%  to  2-5%  a  year  throu; 
1995,  thanks  to  the  company's  15%  sh 
of  the  S25  billion  solid-waste  market 

In  recycling,  however,  Waste  Manage- 
ment isn't  likely  to  make  much  monf 
annime  soon.  Since  its  1986  debut.  Recy- 
cle America  has  been  a  breakeven  bu)- 
ness.  It  faces  hot  competition  from 
Houston-based  rival,  Browning-Fer; 
Industries  Inc.,  which  now  collects  ret 
clable  refuse  from  1  million  homes.  A 
recycling  is  a  tough  sell  for  consume. 
So  far,  only  11%  of  the  U.  S.  waj 
stream  is  being  recycled,  compared  w:  i 
50%  in  Japan. 
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Then  there's  the  problem  of  finding 
Tieone  to  use  waste  products.  Only  a 
Itrj'  I'^f  of  plastics  are  recycled,  but 
iste  Management  and  Du  Pont  may 
inge  that.  They  will  invest  a  total  of 
')  million  to  build  five  plants  to  recover 
;ins  from  plastic  trash.  The  joint  ven- 
•e  has  a  built-in  customer  for  most  of 

plastic:  Du  Pont  itself,  which  will 
•n  the  resins  into  marketable  carpet 
ers  and  materials  for  auto  parts  and 
jhway  barriers.  By  1994,  Du  Pont  and 
iste  Management  hope  to  recycle  200 
llion  pounds  of  plastic  waste  a  year. 
PER  GLUT.  Recycled  paper  has  been 
en  less  popular  than  plastic.  "In  the 
.st,  cities  are  paying  wastepaper  com- 
nies  to  carry  off  the  stuff,"  says  Wil- 
m  Franklin,  who  heads  Franklin  Asso- 
.tes,  an  environmental  consulting  firm, 
at's  where  Waste  Management's  oth- 

joint  venture  comes  in.  Jefferson 
lurfit  will  spin  off  its  reclamation  divi- 
)n,  which  includes  32  processing  cen- 
•s,  to  a  new  entity  called  Smurfit/WMI 
icycling.  Waste  Management  will  chip 
the  750,000  tons  of  old  newsprint,  box- 
,  and  other  paper  waste  it  collects  each 
ar.  But  finding  a  home  for  the  recy- 
!d  stuff  will  be  tough.  A  paper  glut 
s  driven  \irgin  newsprint  prices  down 
or  $75  a  ton,  below  year-ago  levels. 
Some  help  may  come  soon  from  Uncle 
.m.  Congress  is  considering  a  package 
tax  incentives  designed  to  spur  use  of 
cycled  materials.  Already,  34  states 
iw  have  procurement  laws  favoring 
cond-hand  paper  and  plastics,  and 
lOut  a  dozen  others  are  considering 
andatory  recycling  programs.  Waste 
anagement  is  pressing  for  similar  fed- 
al  moves.  Says  Buntrock:  "The  market 
ill  need  a  push  in  the  short  term." 
Even  though  recycling  has  yet  to  turn 
profit,  it's  working  as  a  sort  of  loss 
ader  to  pull  in  business  for  Waste 
anagement's  landfill  operations,  which 
)ast  a  pretax  profit  margin  of  20'^^.  In 
jattle,  city  officials  were  so  pleased 
ith  Waste  Management's  recycling  pro- 
■am  that  the;^  invited  the  company  last 
onth  to  negotiate  a  new  20-year  dispos- 
contract  valued  at  about  $144  million. 
Recycling  may  be  winning  Waste 
anagement  some  new  friends,  but  it 
m't  repair  all  the  company's  image 
oes.  On  Feb.  13,  two  company  units  in 
alifornia  pleaded  guilty  to  price-fixing 
larges  and  agreed  to  pay  a  $1.5  million 
ne.  That  follows  similar  antitrust  set- 
ements  with  the  Justice  Dept.  in  Los 
ngeles,  Miami,  and  Toledo. 
Still,  with  Waste  Management  now 
nee-deep  into  recycling,  critics  will  have 
harder  time  branding  it  an  environ- 
lental  renegade.  Indeed,  the  fate  of  re 
fcWng  in  the  U.  S.  may  turn  on  how 
jccessful  Waste  Management  is  at 
pinning  garbage  into  gold. 

By  Brian  Bremner  in  Oak  Brook.  III. 


WHERE  THEY  TAKE  ALL  THIS  GARBAGE 
SERIOUSLY:  LANDFILL  U. 


R: 


lobert  K.  Ham's  friends  thought 
he  was  a  bit  touched.  WTiy 
Lwould  the  University  of  Wiscon- 
sin engineering  professor  want  to 
spend  his  career  crawiing  around  land- 
fills? "They  told  me  I  had  cut  my  head 
off  professionally,"  says  Ham. 

That  was  20  years  ago.  Now,  Ham,  a 
landfill  design  expert,  is  in  hot  demand, 
thanks  to  a  nationwide  garbage  glut. 
And  W'aste  Management  Inc.  recently 
recruited  Ham  and  others  as  guest  lec- 
turers for  its  institution  of  higher 
trash  learning:  Landfill  University-. 


contaminate  groundwater.  Engineers 
must  also  safely  vent  the  methane  gas 
that  is  generated  by  decaying  garbage 
heaps. 

The  gas  can  build  to  dangerous  lev- 
els: A  few  years  ago.  a  man  living  near 
a  city-owned  landfill  in  Madison,  Wis., 
sparked  an  explosion  when  he  lit  his 
pipe.  He  survived  the  explosion,  w^hich 
hurled  him  30  yards  from  his  doorstep 
and  tore  his  towTihouse  in  half.  None 
of  these  systems  comes  cheap:  A  new 
landfill  with  all  the  extras  now  i-uns 
about  $60  miUion. 


DOWN  IN  THE  DUMP:  PROFESSOR  HAM  ON  A  WISCONSIN  FIELD  TRIP 


With  space  running  short,  W^aste 
Management's  125  landfills  are  cher- 
ished cash-spinners,  thanks  to  dumping 
fees  that  run  as  high  as  $135  per  ton  in 
the  Northeast.  The  company  needs  to 
squeeze  every  bit  of  capacity  from  ex- 
isting landfills  and  figure  out  where  to 
site  new  ones.  But  building  and  run- 
ning landfills  is  an  increasingly  de- 
manding job.  In  March,  the  Environ- 
mental Protection  Agency  will  roll  out 
new,  dramatically  tougher  operating 
and  design  rules  for  the  nation's  6,000 
landfills,  which  now  absorb  about  76'~<: 
of  all  U.  S.  trash.  To  keep  its  site  man- 
agers up  to  date.  Waste  Management 
is  running  them  through  a  crash  seven- 
day  program  at  Landfill  U.,  housed  in 
a  campus-like  conference  center  in 
Lisle.  111. 

PUFF,  BOOM,  ^^^lat's  so  complicated 
about  a  garbage  dump?  For  starters, 
landfills  must  now  be  equipped  with 
svTithetic  or  clay  liners  and  under- 
ground drainage  systems.  That's  to 
control  the  flow  of  leachate — the  toxic 
liquid  generated  when  rain  or  snow 
mixes  with  the  garbage — so  it  doesn't 


At  Landfill  U..  company  managers 
are  brought  up  to  date  on  changing 
regulator}"  and  design  issues.  There's 
even  a  lecture  on  public  relations  and 
crisis  management.  Community  groups 
are  naturally  hostile  to  landfill  expan- 
sion into  their  backyards.  "Sometimes, 
you  can  have  everyone  against  you 
from  the  word  go,"  says  Greg  Terwil- 
liger,  a  recent  graduate  who  runs  a 
Waste  Management  landfill  in  Repub- 
lic, Ohio.  Classes  at  Landfill  U.  con- 
clude with  an  open-book  exam,  and 
graduates  receive  a  diploma  and 
plaque. 

Since  Waste  Management  has  al- 
ready spent  millions  getting  its  land- 
fills up  to  snuff,  spending  a  little  time 
and  money  improving  the  quality  of  its 
management  makes  sense.  Says  Ham: 
"These  people  imnning  landfills  really 
have  an  awful  lot  of  responsibility"." 
Landfill  U.  may  not  be  the  most  glam- 
orous grove  of  academe,  but  as  Ameri- 
ca's garbage  crisis  swells,  it's  a  creden- 
tial that's  likely  to  be  in  more  and  more 
demand. 

By  Brian  Bremner  in  Oak  Brook,  III 
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STRATEGIES  I 


SEARCH  FOR  TOMORROW 
AT  PITNEY  BOWES 


It's  sacrificing  double-digit  profit  gains  for  a  long-term  R&D  push 


George  B.  Haney  has  taken  a 
pounding  lately.  The  chairman  of 
Pitney  Bowes  Inc.  has  watched 
his  company's  stock  sink  from  53  last 
fail  to  the  low  40s.  The  old-line  mail- 
metering  company  with  a  virtual  monop- 
oly on  its  markets  suddenly  isn't  churn- 
ing out  its  typical  double-digit  annual 
profit  gains.  Earnings  grew  only  3.9^'  in 
1989,  after  a  $110  million  writedown  in 
the  fourth  quarter.  Says  one  analyst: 
"This  is  a  no-brainer  that  suddenly  re- 
quires some  thought." 

Investors  may  need  to  think  harder 
about  Pitney  Bowes  these  days — but  it 
could  be  well  worth  the  effort.  By  year- 
end,  Harvey  will  have  spent  nearly  8400 
million  since  1986  on  research  and  devel- 
opment to  transform  the  company, 
based  in  Stamford,  Conn.,  from  a  maker 
of  simple  mailing  machines  into  a  pro- 
ducer of  high-tech  systems  for  mailing, 
shipping,  and  dictation.  Fully  409'  of  Pit- 
ney's  products  now  use  software  to  com- 
municate with  other  machines,  cut  pa- 
perwork, and  assess  shipping  rates.  And 

that  number  should  a])-   

proach  1009^  by  1992. 
"The  products  are  go- 
ing to  have  a  major  pay- 
off," says  Harvey,  who 
hopes  to  hit  109'  reve- 
nue growth  and  129' 
earnings  growth  start- 
ing this  year. 

The  new  products 
present  major  risks, 
too.  Harvey,  a  33-year 
Pitney  veteran,  is  yank- 
ing the  company  out  of 
its  crank-handle  past 
and  into  a  microchip  fu- 
ture. Pitney  must  quickly  adapt  its  new 
line  without  technical  glitches.  And  Har- 
vey's hefty  R&D  spending  has  spooked 
investors,  who  are  waiting  to  see  if  cus- 
tomers take  to  the  company's  high-tech 
offerings.  "Maybe  we  did  too  much  at 
once,"  the  58-year-old  Harvey  admits. 
Socked  by  the  writedown  for  retooling 
plants  and  laying  off  1,500  workers  to 
prepare  for  the  new  product  line,  net 
income  reached  $253  million,  or  S3.19  a 
share,  in  198f) — up  onlv  slightlv  from 
$243  million,  or  $3.08  a  share,  in' 1988. 
Harvey's  push  looks  all  the  more  dar- 


SPENDING  MORE  ON 
MAILROOM  R&D 
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PITNEY  BOWES' 
R&D  OUTUYS 
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ing  in  light  of  the  comfortable  harbor 
Pitney  Bowes  is  leaving.  Thanks  to  a 
market  share  of  almost  90^^  in  its  bread- 
and-butter  business  of  postage  meters, 
its  earnings  nearly  tripled  from  1982  to 
1989.  But  the  anemic  0.4''  growth  in  to- 
tal mail  volume  represented  a  long-term 
restriction  on  Pitney's  prospects.  In  the 
early  1980s,  attempts  to  diversify  into 
computer  applications  such  as  word  pro- 
cessing failed.  Har\"ey  decided  to  focus 
the  company's  efforts  on  its  mainstay, 
the  mailroom,  where  it  faced  less  compe- 
tition. He  tripled  the  market-research 
budget  to  find  a  way  to  push  past  the 
humdrum  postage  machine  and  return 
to  double-digit  profit  growth. 
PIPE  DREAM.  The  market  research  yield- 
ed a  clear  conclusion;  The  paperless  soci- 
ety is  a  pii^e  dream.  Paper  will  continue 
to  clog  desks  and  mailbo.xes.  So  Harvey 
decided  to  find  ways  to  automate  the 
paper  handling.  Pitney  Bowes  has  dou- 
bled its  software  and  electronic  engi- 
neering staff  since  1985.  R&D  spending 
shot  from  $48  million  in  1985  to  an  esti- 
mated $100  million  in 
1990  (chart).  Out  came  a 
string  of  new  products 
to  change  the  way  com- 
panies mail  and  ship 
products. 

Take  Pitney  Bowes's 
Star  system  for  sending 
parcels.  Shippers  often 
find  it  difficult  to  com- 
pare the  rate  structures 
of  United  Parcel  Service 
Inc.,  Federal  E.xpress 
Corp.,  or  other  carriers. 
Mailroom  employees 
may  overspend  by  send- 
ing a  parcel  by  a  faster  service  than 
necessary,  and  shipping  forms  take  time 
to  fill  out.  Using  Star,  which  costs  from 
$4,200  to  $16,500  depending  on  size  and 
options,  companies  punch  in  where  the 
parcel  is  going  and  when  they  want  it 
there.  Star,  programmed  with  shipping 
services'  current  rates,  prints  out  the 
documents  for  the  cheapest  carrier  on 
that  route  and  produces  a  mailing  label. 
It  also  keeps  a  log  so  that  customer 
service  can  track  products.  Its  savings: 
up  to  half  the  mailing  cost  on  some  lev- 
els of  service. 


■90 
EST 


General  Electric  Co.  saw  ti,^  ::  .'une 
as  a  way  to  save  on  the  more  than  $10  .;3ei 
million  it  spends  on  shipping  a  year.  On  l  fc] 
division  will  recoup  its  cost  for  the  St£  ;::iito: 
system  within  four  months,  and  GE  as  i^iis 
whole  could  post  savings  of  309'',  or  $5  •  m 
million,  on  total  shipping  bills.  Sa>  ^te 
Glenn  R.  Miller,  manager  of  transport 
tion  at  GE  Plastics-Americas:  "Nobod  Rtj 
has  brought  it  to  the  table  like  this."     -a  to 

Har\-ey's  new  products  are  also  ge 
ting  a  boost  from  the  U.  S.  Postal  Se  [ 
vice.  To  cut  its  costs,  the  Post  0ffi(  ;7tiM 
wants  big  mailers  to  bar-code  envelop< 
so  that  mail  can  be  machine-sorted.  1  riiavj 
its  rate  filing,  to  be  submitted  on  Mar.  -.11 
the  service  will  hike  incentives  for  ma  :-t.!5,; 
ers  to  do  just  that.  A  bar-coded  letter  i^.j/^ 
expected  to  get  a  2(t  discount,  up  fro  r-r's 
l(f.  "There  are  going  to  be  real  equi  -^Vin 
ment  opportunities,"  says  Postmast  rrg, 
General  Anthony  M.  Frank.  "It  wn  ,  j; 
drive  people  to  automate."  jc. 

Last  November,  Pitney  launched  ii  |  --^.^ 
new  weapon  for  that  market.  Post  Edg| ! 
a  sophisticated  system  for  high-volurt  > 
users,  stuffs  envelopes,  reads  address?  I  . 
on  outgoing  mail,  bar-codes  the  en\| 
lopes,  and  adds  the  extra  four  digits  fr  I 
the  nine-digit  zip  code.  J.  C.  Penney  C.;  |  .  "3 
uses  the  machine  to  send  out  225  milli^ 
pieces  of  mail  a  year.  Post  Edge  wj 
save  about  $800,000  a  year,  says  Kei 
W.  Hagood,  project  manager  of  P(|- 
ney's  credit  development  staff.  ! 

The  market  for  such  systems  coil 
more  than  double  to  $300  million 
1993,  says  B.  Alex  Henderson,  an  ai 
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THE  PENINSULA 
GROUP 


name  is  synonymous  throughout  the  East 
with  traditional  standards  of  elegance, 
style  and  grace,  now  has  a  sparkling 
string  of  properties  that  stretches  through 
the  Pacific  to  the  Atlantic. 


The  Peninsula,  Hong  Kong 

The  Kowloon  Hotel,  Hong  Kong 

The  Manila  Peninsula,  Manila 

The  Portman  Shanghai,  Shanghai 

(opening  early  1990) 

The  Peninsula,  New  York 

The  Peninsula,  Beverly  Hills  (opening  1991) 


hotel  group  whose 
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st-built  American  cars. 

rhe  best-built  American  cars  are  built  by 
'd.  This  is  based  on  an  average  of  consumer- 
ported  problems  in  a  series  of  surveys  of  all 
:d  and  competitive  '81-'89  models  designed 
J  built  in  North  America.  At  Ford,  "Quality 
obi." 


1990  Taurus  comes  equipped  with  a  driver 
air  bag  supplemental  restraint  system. 


FordTaimis 


Have  you  driven  a  Ford... lately? 


DEALMAKERS 
THE  COCKPIT 


THE  FINANCIAL  HOTSHOTS  STEERING  NORTHWEST 


Standing  on  the  tarmac  of  Minne- 
apolis-St.  Paul  International  Air- 
port in  front  of  a  Northwest  Air- 
lines jumbo  jet,  Al  Checchi  and  Gary 
Wilson  are  shivering.  It's  January,  and 
their  dark  business  suits  offer  little  pro- 
tection against  the  frigid  wind.  Wilson 
wants  badly  to  put  on  his  black  leather 
trench  coat,  but  Checchi  objects.  Hand- 
some and  wealthy,  the  financiers  are 
posing  for  their  first  national  magazine 
cover.  Checchi  thinks  the  leather  coat 
looks  sleazy.  Wilson  puts  it  on  anyway. 

Checchi,  42,  and  Wilson,  50,  may  bick- 
er like  brothers,  but  they're  having  the 
times  of  their  lives.  A  year  ago,  hardly 
anyone  had  heard  of  them.  Now,  they're 
moving  into  the  limelight — and  loving 
every  moment. 

They  were  central  to  the  heady 
growth  of  Marriott  Corp.  in  the  1970s 
and  Walt  Disney  Co.  in  the  1980s.  But 
national  attention  came  only  last  June 


1963Gar>Wil 

1    son,  a  recent 

1    graduate  of  Duke 

1     and  Wharton, 

1    takes  a  job  in 

^^^^ 

1     Vmce  Checchi's 

1     Washington  con- 

1     suiting  firm.  Wil- 

1     son,  a  former 

1    college  fullback. 

1    becomes  friends 

1     with  Al  Checchi 

1    (below),  Vince's  nephew  and  a  tail- 

1     back  on  his  high  school  football 

1        _     team.  Wilson  later  runs  a 

|^^Hb|^       Philippines  sugar  and 

I^H|[|^Hk      cement  company.  Al 

eST               Checchi  graduates 

g'*^       H     from  Amherst  in 

»            m       1970,  earns  a  Har- 

vard  MBA  in  1974 

1974  Wilson  joins  Marriott. 
Hires  Checchi  in  1975.  To  acceler- 
ate hotel  development,  they  devise 
a  novel  strategy  that  liberates  the 


company  from  low-retum  real  es- 
tate investments.  Earnings  triple 
by  1980,  as  Marriott  builds  hotels, 
sells  them  to  partnerships,  and 
manages  them  for  a  fee 
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3n  they  bid  $3.65  billion  for  North- 
it's  parent,  nwa  Inc.  Even  today, 
y're  not  well  known.  Checchi  (pro- 
nced  CHECK-EE),  still  gets  called 
!e-Chee  from  time  to  time.  And  Wil- 
,  who  left  Disney's  chief  financial  of- 
r  slot  to  join  his  old  buddy  at  North- 
it,  lets  Checchi  have  the  spotlight, 
lut  make  no  mistake,  you'll  hear  plen- 
rom  Checchi  and  Wilson  in  the  1990s. 
!cchi,  a  born  politician,  and  Wilson, 
savvy   strategist,  have 


emerged  as  potent,  imaginative  deal- 
makers.  They  bought  Northwest  without 
a  single  junk  bond.  And  with  quick  ac- 
cess to  more  than  $420  million  in  addi- 
tional cash,  they  are  now  negotiating 
with  Pan  Am  Corp.  to  buy  assets,  and 
with  Hilton  Hotels  Corp.  to  take  over 
the  whole  company. 

Sources  close  to  the  talks  say  Checchi 
and  Wilson  have  met  with  Pan  Am 
Chairman  Thomas  G.  Plaskett  to  discuss 
the  possibility  of  buying  routes  or 
forging  joint  operating  agree- 
ments. While  Pan  Am's  weak  prof- 
its and  union  problems  make  a 
buyout  unlikely.  Northwest  could 
use  many  of  its  transatlantic 
routes.  The  Minneapolis  carrier's 
Pacific  traffic  grew  at  17%  last 
year,  but  its  Atlantic  business  is 
off.  Combining  Pan  Am's  routes 
with  Northwest's  domestic  pas- 
senger "feed"  could  relieve 
both  carriers'  problems. 
TOO  STEEP?  The  fly-boys  are 
looking  beyond  the  airline  in- 
dustry, too.  Checchi's  group 
has  joined  a  Washington- 
based  merchant  banker,  Car- 
lyle  Group,  on  the  Hilton  bid. 
A  Hilton  buyout  would  give 
Checchi  and  Wilson  such 
rich  properties  as  the  Wal- 
dorf-Astoria in  New  York, 
the    Palmer    House  & 
Towers  in  Chicago,  and  the 
Hilton  Hawaiian  Village 
near  Waikiki.  But  there's 
plenty  of  competition.  An- 
other Los  Angeles  finan- 
cier, Marvin  Davis,  has 


also  shown  interest,  as  has  Chicago's 
JMB  Realty.  And  sources  close  to  the 
talks  say  Hilton's  asking  price  of  more 
than  $4  billion  may  be  too  steep. 

Still,  Checchi  and  Wilson  have  an  envi- 
able record  of  structuring  deals,  round- 
ing up  investors,  and  raising  huge 
amounts  of  capital  for  employers  from 
Marriott  to  Sid  Bass  to  Disney.  Checchi 
excels  as  a  rainmaker  who  doesn't  use 
junk  bonds.  Wilson  has  helped  move  fi- 
nance into  the  realm  of  strategic  plan- 
ning at  Disney  and  Marriott.  The  two 
have  made  a  lot  of  money;  some  sources 
estimate  as  much  as  $100  million  each. 

The  danger  lies  in  flying  too  close  to 
the  sun.  Sure,  they're  paying  down  debt 
and  improving  service  at  Northwest.  But 
given  its  lackluster  operating  margins 
and  still-towering  $2.9  billion  in  debt, 
Northwest  is  ill-prepared  to  weather  a 
big  storm  in  the  industry  (charts,  page 
57).  High  fuel  prices,  slowing  traffic, 
and  rampant  fare-cutting  ran  a  scythe 
through  fourth-quarter  airline  profits  in 
1989.  Preliminary  Transportation  Dept. 
data  obtained  by  BUSINESS  WEEK  show 
that  Northwest  posted  a  fourth-quarter 
operating  loss  of  $22.6  million. 

It's  a  treacherous  environment  for 
novices.  Northwest's  new  owners  have 
no  experience  running  an  airline,  and 
Steven  G.  Rothmeier,  Northwest's 
tough-minded  former  chairman,  left  in 
September,  taking  some  managers  with 
him.  That  forced  equity  partner  Frederic 
V.  Malek — a  colleague  from  the  Marriott 
days — to  take  over  as  president  (page 
62).  Malek  quickly  hired  John  H.  Das- 
burg  away  from  his  job  as  Marriott's 
head  of  hotel  operations.  Now,  Checchi 


186  Checchi  clashes  with  Rain- 
iter  and  leaves  the  Bass  organi- 
tion  for  Los  Angeles  to  launch  a 
litical  career.  Sells  Disney  stock 
■  a  tidy  $50  million  profit.  Wilson 
ines  at  Disney,  using  finance  to 
vance  strategy.  His  pride  and 
r.  the  innovative  financing  he- 
ld Euro  Disneyland,  which 
shes  the  company  into  Europe 
'  a  mere  $250  million  in  cash, 
ilson's  payoff:  almost  $65  million 
in  cash  and  stock 


1989  Frustrated  by  politics, 
Checchi  bids  against  Marvin  Davis 
and  Pan  Am  for  Northwest.  Wilson 
and  former  Marriott  colleague 
Fred  Malek  join  in  winning  the  $3.65 
billion  bid.  The  challenge:  luring 
back  business  fliers  who  had  come 


to  know  Northwest  as  "North- 
worst."  Pacific  traffic  builds — but 
slumping  industry  conditions  add 
up  to  fourth-quarter  loss 


1990  Checchi  and 
Wilson  set  their 
sights  higher.  With 
at  least  $420  mil- 
lion in  hand,  they  ne- 
gotiate to  buy  routes 
from  Pan  Am  and  to  do  a  friendly 
takeover  of  Hilton.  The  routes 
would  shore  up  Northwest's  sag- 
ging European  business.  Lacklus- 
ter Hilton  would  give  the  former 
Marriott  team  another  big  chal- 
lenge. Are  they  flying  too  high? 


1 
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and  Wilson  are  looking  for  ways  to  re- 
structure Northwest's  leverage,  while 
Malek  and  Dasburg  try  to  change  a  rep- 
utation for  lousy  service. 

In  a  shaky  economy,  another  acquisi- 
tion is  risky.  But  Checchi  and  Wilson 
insist  that  risk  depends  on  how  you 
structure  the  deal.  The  two  have  made  a 
career  of  funding  growth  with  other 
people's  money.  As  long  as  they  can 
spot  ways  to  spin  assets  into  others' 
hands,  they  feel  comfortable  carrying  a 
big  debt  load.  Says  Checchi:  "Anyone 
who  is  seriously  talking  about  delever- 
aging  these  days  isn't 
thinking  right." 
FAST  FRIENDS.  Bravado,  of 
course,  is  a  dealmaker's 
currency,  and  Checchi  has 
been  rich  in  it  for  years. 
The  son  of  a  Washington 
financial  consultiint,  Chec- 
chi grew  up  in  Wheaton, 
Md.  He  was  still  in  high 
school  when  Wilson,  an 
Ohio  native  and  Wharton 
MBA,  went  to  work  for 
Checchi's  uncle.  Despite 
the  age  difference,  the 
two  became  fast  friends. 
Their  common  ground 
was  football:  Checchi  was 
a  tailback  on  the  Good 
Counsel  High  School 
team,  and  Wilson  had 
been  a  reserve  fullback  at 
Duke  University. 

Checchi  went  to  Am- 
herst College,  where  a 
certain  natural  salesman- 
ship began  to  emerge. 
"He  was  loud  and  liked 
to  draw  attention  to 
himself,"  says  Richard 
Meeker,  a  freshman  dorm 
mate  who  now  runs  Wil- 
lamette Week.  "But  there 
was  something  kind  of 
personable  about  him." 
Indeed,  by  the  time  he 
went  to  Harvard  to  get  an 
MBA,  friends  say  Checchi 
had  merged  native  intelli- 
gence with  smooth  talk. 
Harvard  classmate  Roe  Stamps,  manag- 
ing partner  of  Boston-based  Summit 
Partners,  says  Checchi  could  get  what 
he  wanted  without  alienating  people. 
"To  win  case  studies,  most  people  at 
Harvard  had  to  kick  a  little  dirt  on  their 
opponents,"  says  Stamps.  "Al  didn't 
have  to  do  that." 

Wilson,  who  is  more  aloof  than  Chec- 
chi, spent  the  lat«  1960s  running  a  small 
agribusiness  conglomerate  in  the  Philip- 
pines that  was  a  client  of  Checchi's  un- 
cle. The  company  had  been  purchased 
with  a  lot  of  debt,  and  Wilson's  task  was 


buying  and  selling  units  of  the  company 
as  a  way  of  managing  the  leverage. 
When  J.  W.  "Bill"  Marriott,  chief  execu- 
tive of  the  hotel  chain,  hired  him  as  trea- 
surer in  1974,  the  power  of  borrowed 
money  was  etched  in  Wilson's  mind. 

Wilson  gave  Checchi  a  job  straight  out 
of  Harvard  in  1975.  Trouble  was,  it  was 
during  a  hiring  freeze  at  Marriott,  and 
Checchi  was  hired  on  the  sly.  Whenever 
Bill  Marriott  sauntered  by,  Checchi  re- 
calls, "I  would  head  out  the  back  door." 
When  Checchi  showed  a  flair  for  hotel 
financing,  Marriott  hired  him  for  real. 


at 


President  Malek  and  Executive  Vice-President  Das- 
burg are  struggling  to  remedy  Northwest's  poor  reputation 
for  service  and  on-time  performance 


As  mentor  and  protege,  Wilson  and 
Checchi  devised  a  financial  strategy  that 
changed  Marriott's  future. 

The  idea  was  simple.  Marriott  was  a 
fine  hotel  operator,  but  the  company's 
growth  depended  on  its  ability  to  raise 
money  for  new  hotels.  Owning  the  real 
estate  provided  a  return,  but  a  low  one, 
and  the  debt  weighed  down  Marriott's 
balance  sheet.  Wilson's  idea  was  to  get 
rid  of  the  real  estate  and  free  the  capital 
for  growth.  Marriott  became  a  pioneer 
in  building  hotels,  selling  them  to  tax- 
sheltered  limited  partnerships,  and  col- 


lecting  a  management  fee  for  running 
the  properties.  Marriott  hotels  begar 
springing  up  like  dandelions.  From  197f 
to  1980,  earnings  tripled,  while  return  orp^"- 
equity  rose  to  24%  from  9.5%'. 

Wilson,  who  became  Marriott's  CFO  ii| 
1978,  quickly  assembled  a  cadre  of  finaniNi**' 
cial  hotshots.  Among  them:  Peter  Sterp'"' 
ling,  now  CFO  of  Bass  Brothers  Enter  iiJf^'l 
prises,  Stephen  BoUenbach,  CFO  om**''' 
Holiday   Corp.,   and   Duncan  Cocrof t4*  ' 
treasurer  of  SmithKline  Beckman  Corpjt^f 
There  was  no  shortage  of  ego.  WilsoiiiE-''!'  '" 
and  Checchi,  the  teacher's  pet,  woul(jf'f&'J 
compare  deals  endlessly 
"It  was  real  one-upman  - 
ship,"  says  a  colleague,  n-i^ 
For  his  part,  Wilson  fi 
was  considered  an  arrc 
gant,  hard-nosed  intellec 
tual.  But  he  was  revere  j-  rf'  ' 
for  his  command  of  detai  f 
loyalty,  and  his  willing 
ness  to  be  convinced  by 
logical  argument.  "Gar  bar 
is  the  ultimate  ratiom 
man,"  says   Daniel  A  i-il  S 
D' Aniello,  a  Wilson  hir  is  *  K 
and  now  a  managing  d 
rector  of  Carlyle  Grouj 
"He's  like  a  laser  beam 
He  also  was  offbeat.  Da; 
burg,  another  Wilson  pn 
tege  and  now  an  executiv 
vice-president  at  Nortl 
west,  remembers  his  bos 
responding  to  a  questio 
about  taxes  by  grabbing 
pillow,  lying  on  the  offk 
couch,  and  staring  at  t\ 
ceiling.  "I  just  want  1  stlii 
think  about  it,"   Wilsc  m 
said.  "I  just  want  to  pi 
ture  it  in  my  mind." 
GLAO-HANDER.  ChecC 
was  lured  from  Marrio 
in   1982  by  Richard 
Rainwater,  then  chief  lie 
tenant  to  billionaire  inve 
tor  Sid  R.  Bass  in  Fo 
Worth.   Rainwater  m 
Checchi  when  the  Mar 
ott  executive  was  she 
ping  hotels  in  the  197' 
and  admired  Checchi's  ease  with  ban! 
and  pension  funds.  Offered  a  job 
what  amounted  to  the  Bass  brothei 
CFO,  Checchi  hesitated.  Eventually,  ] 
joined  the  Basses  for  a  brief  and  t 
tremely  lucrative  stay. 

Although  his  glad-handing,  self-pij 
moting  style  rubbed  some  in  the  low-kra 
Bass  organization  the  wrong  way,  evM| 
his  detractors  admired  Checchi's  abilip; 
to  raise  money.  Persuading  Equitalsi: 
Life  Assurance  Society  to  place  $540 
lion  in  a  $1  billion  fund  to  buy  ju 
bonds  was  an  early  success.  "He's 
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eat  banker,"  says  one  source 
ise  to  the  Basses. 
Checchi's  high  point  with  the 
sses  was  his  participation  in 
;  rescue  of  Disney.  With  raid- 
;  Saul  Steinberg  and  Irwin  L. 
;obs  threatening  a  takeover  in 
B4,  the  Bass  organization 
apped  its  Arvida  real  estate 
it  for  a  25%  stake  in  Disney 
irth  about  $200  million.  The 
sses  hired  Michael  D.  Eisner 

chief  executive,  and  Checchi 
:ame  their  representative  at 
5ney,  helping  Eisner  develop  a 
ategy  to  boost  Disney's  value. 
iVhen  Checchi  returned  to  Fort 
)rth  in  1986,  however,  his  rela- 
nship  with  Rainwater  deterio- 
;ed.  The  two  had  been  close: 
ey  had  trained  to  run  in  the 
^2  New  York  Marathon  to- 
ther,  although  Rainwater 
)pped  out  at  the  last  minute 
i  ran  only  the  last  three  miles 
the  race  to  help  Checchi  finish, 
t  after  Disney,  "their  egos  got 
the  way,"  says  former  Bass  colleague 
bert  I.  Small,  now  a  Disney  executive. 
!ST  A  DEEP  POCKET.'  After  making 
ire  money  than  he'd  ever  dreamed 
ssible,  Checchi  also  began  to  feel  the 
11  of  a  different  kind  of  power:  poli- 
3.  With  $50  million  from  his  equity 
rticipation  in  Disney  and  millions  more 
>m  other  Bass  deals,  Checchi,  his  wife, 
.thy,  and  their  three  kids  moved  to  a 

million  spread  in  Beverly  Hills.  As  a 
•year-old  Democrat  worth  millions, 
ecchi  thought  he  had  plenty  of  poten- 
1  as  a  political  candidate, 
[t  didn't  turn  out  that  way.  While 
ecchi  had  vague  dreams  of  using  his 
siness  savvy  to  inform  public  policy, 

was  a  greenhorn  in  a  state  teeming 


COPING  WITH  NORTHWEST'S  DEBT 

Al  Checchi  and  Gary  Wilson  piled  $3.35  billion  in  acquisi- 
tion debt  on  top  of  $940  million  already  on  Northwest 's 
books.  Here's  how  they're  moving  to  pay  down  borrowings: 

LEVERAGING  THE  FIEET  Before  the  buyout,  Northwest 
owned  70%  of  its  fleet.  Largely  by  selling — then  leasing 
back — six  new  Boeing  747-400s  and  six  727s,  an  estimat- 
ed $830  million  of  debt  was  retired 

MORTGAGING  LAND  Northwest  has  four  sparsely  devel- 
oped parcels  of  land  in  Japan.  Three  were  mortgaged 
with  a  Japanese  bank  for  $380  million,  at  about  7%,  to  pay 
down  acquisition  debt  that  carries  a  12%  interest  rate. 
Hope  to  put  parcels  into  a  joint  venture,  develop  them 

TAPPING  VALUE  OF  PLANES  ON  ORDER  Expect  more 
leasebacks.  Northwest  has  agreed  to  pay  $11.5  billion  for 
228  planes;  they  are  now  worth  $1.3  billion  more 

AND,  IF  THEY  GET  IN  A  PINCH  . . .  Could  sell  core  assets 
such  as  routes  and  rights  to  airport  gates.  More  likely, 
they  could  unload  a  commuter  line  called  Mesaba  Avia- 
tion that  flies  the  upper  Midwest,  or  a  unit  that  runs  char- 
ters to  Mexico,  the  Caribbean,  and  U.S.  vacation  spots 


with  Democratic  heavyweights  such  as 
Senator  Alan  Cranston  and  then-Repre- 
sentative Tony  Coelho.  Checchi  volun- 
teered to  work  on  Cranston's  1986  Sen- 
ate campaign  and  consulted  with  Coelho 
about  his  political  options.  Dee  J.  Kelly, 
the  Bass  brothers'  attorney,  introduced 
him  to  former  Democratic  National  Com- 
mittee Chairman  Robert  S.  Strauss,  and 
Los  Angeles  political  operative  Robert  L. 
Burkett  took  him  to  Washington  to  meet 
the  capital's  Democratic  power  brokers. 
In  early  1987,  Checchi  even  asked  a  re- 
porter for  the  Los  Angeles  Times: 
"What's  the  highest  office  you  think 
I  could  get  in  the  next  Democratic 
administration?" 
Checchi  finally  came  to  understand 


that  his  net  worth  carried  more 
weight  than  his  ideas.  "He  real- 
ized that  most  political  people 
only  saw  him  for  his  money," 
says  Burkett.  "Al  wanted  to  be 
more  than  just  a  deep  pocket." 
Checchi  did  throw  his  support  be- 
hind the  Presidential  campaign 
of  Senator  Joseph  R.  Biden  of 
Delaware.  But  when  Biden  was 
done  in  by  plagiarism  charges, 
Checchi  refocused  on  making 
money. 

Where  was  Wilson?  Helping  to 
turn  Walt  Disney  into  one  of  the 
hottest  companies  of  the  1980s. 
In  1985,  when  Eisner  and  Chec- 
chi were  brainstorming  at  Dis- 
ney, they  explored  teaming  with 
Marriott  in  hotel  ventures.  That 
never  happened,  but  so  im- 
pressed was  Eisner  with  Chec- 
chi's friend  Gary  Wilson  that  he 
offered  him  a  job  as  Disney's 
CFO.  Whereas  Marriott's  chief  as- 
set was  its  ability  to  run  efficient 
hotels,  Disney's  were  Mickey 
Mouse  and  Donald  Duck.  One  of  the 
most  powerful  franchises  in  the  world 
was  being  badly  mismanaged,  and  Wil- 
son recognized  that  the  Marriott  formu- 
la was  a  possible  remedy. 

Wilson  expanded  the  use  of  movie  lim- 
ited partnerships  to  fund  the  growth  of 
Disney's  successful  Touchstone  film 
unit.  He  raised  $723  million  by  using  the 
future  royalties  from  Tokyo  Disneyland 
as  collateral  for  a  bank  loan.  Additional- 
ly, he  reduced  Disney's  interest  tab  by 
refinancing  its  debt  with  the  sale  of  Eu- 
robonds and  yen-denominated  debt. 

But  his  crowning  achievement  at  Dis- 
ney was  a  complex  deal  to  fund  the  $2.6 
billion  Euro  Disneyland  project  being 
built  in  France.  Wilson  limited  Disney's 
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HOW  FUJITSU  HELPED 
HOME  DEPOT  BECOME 
A  HOUSEHOLD  NAME. 


Home  Depot  is  a  discount  retailer  mak- 
ing merchandising  hisotry.  Eleven  years  ago 
they  didn't  exist.  Today  their  successful  style 
is  helping  to  shape  the  entire  home  improve- 
ment industry.  The  company  was  the  first  to 
bring  the  concept  of  warehouse  retailing  to 
the  "do-it-yourself"  home  improvement  mar- 
ket. And  one  of  the  first  to  combine  low  prices 
with  superior  customer  service.  As  a  result, 
today  Home  Depot  has  118  giant  warehouse 
stores  across  the  nation  and  skyrocketing 
sales  approaching  $3  billion. 

ESSENTIAL  ELEMENT 

From  the  beginning,  Home  Depot  rec- 
ognized that  an  essential  element  for  suc- 
cess was  their  point-of-sale  (POS)  system. 
This  system  would  allow  them  to  reduce 
inventory  and  merchandising  costs  while 
freeing  employees  to  give  personalized 
attention  to  their  customers.  Because  the 
POS  choice  was  so  critical,  Home  Depot 
studied  a  variety  of  different  systems.  They 
carefully  evaluated  functions,  features,  ease 
of  use,  and— most  importantly— reliability 
And,  in  the  end,  they  chose  Fujitsu. 

FUJITSU -A  NAME 
FOR  QUALITY 

Home  Depot  came  to  us  not  only  for 
the  quality  and  reliability  of  our  POS  sys- 
tems, but  also  for  the  depth,  breadth  and 
reputation  of  our  company  We  are  one  of 
the  world's  largest  computer  manufacturers 


and  a  major  developer  of  semiconductors, 
microelectronics  and  telecommunications 
technology  We  have  over  100,000  employ- 
ees, $18  billion  in  annual  sales  and  facilities 
throughout  27  countries— which  keep  us 
close  to  our  customers. 

QUALITY  CUSTOMER  SERVICE 

Home  Depot  also  came  to  us  because 
we  share  their  commitment  to  quality 
service.  That  service  was  crucial  to  Home 
Depot,  which  within  just  a  few  years  grew 
from  a  regional  to  a  national  chain,  quickly 
becoming  a  household  name.  Fujitsu  was 
there  every  step  of  the  way  making  sure 
that  Home  Depot's  POS  system  kept  up 
with  Its  growth,  and  helping  make  that 
growth  possible. 


Mr  Greg  Hackett  of  Home  Depot  with  Kevin 
Murphy,  senior  vice  president  of  marketing  at 
Fujitsu  Systems  of  America  (FSA).  FSA  markets 
point-of-sale  (POS)  systems,  automated  teller 
machines  (ATMs)  and  handheld  computer  systems 
For  information  call  (619)  481-4004 


Fujfrsu 


The  global  computer  L  communications  company. 


exposure  masterfully.  Disney  persuaded 
the  French  government  to  subsidize  the 
land,  provide  transportation  to  the  park, 
and  allow  accelerated  depreciation  on 
the  project,  all  of  which  lowered  the  cost 
of  capital  enormously.  Wilson  sold  secu- 
rities that  provided  tax  breaks  based  on 
the  accelerated  depreciation  and  held  a 
$1  billion  equity  offering  of  517'  of  the 
project.  The  result:  Disney  gets  a  49% 
interest  in  Euro  Disneyland  for  an  equi- 
ty investment  of  only  $250  million.  It  will 
receive  hefty  management  fees,  royal- 
ties, and  a  small  share  of  profits. 

The  tax  breaks  and  free  land  sparked 
a  protest  in  Paris,  however,  when 
Eisner,  Wilson,  and  other  Disney  execu- 
tives announced  the  equity  offering  on 


Wilson's  relative  anonymity  hardly 
means  he's  unappreciated.  During  his 
five  years  at  Disney,  Wilson  received 
$6.6  million  in  salary  and  bonuses.  Then 
there  are  his  stock  options.  By  the  time 
he  left  Disney  on  Jan.  1,  he  had  exer- 
cised options  worth  $58  million  and  held 
more  worth  $35.6  million  at  the  current 
stock  price.  That  wealth,  coupled  with 
Checchi's,  is  quite  a  war  chest.  But  so 
far,  they  haven't  used  much  of  it. 

The  Northwest  transaction  showed 
the  Checchi-Wilson  team  in  top  dealmak- 
ing  form.  "Checchi  cut  himself  a  hell  of 
a  deal,"  says  the  chief  executive  of  one 
top  airline.  Drawing  on  past  associations 
and  building  new  alliances,  Checchi 
raised  enough  high-quality  equity  to  at- 
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A!  and  Kathy  Checchi,  with  daughter  Kristin,  son  Adam,  and 
daughter  Kate  in  their  $3  miHion  Beverly  Hills  home.  Checchi  may  now  be 
worth  more  than  $100  million 


the  steps  of  the  Bourse.  While  the  Dis- 
ney group  explained  the  virtues  of  the 
deal,  a  group  of  young  Communists  be- 
gan pelting  them  with  eggs.  Eisner  and 
others  scrambled  for  cover.  But  Wilson 
strutted  away  slowly.  Although  he 
laughed  about  it  later,  the  message  was 
clear:  Nobody  messes  with  Gary  Wilson. 
'A  HELL  OF  DEAL.'  To  his  friends,  it  was 
vintage  Wilson,  stoic  and  imperious.  He 
lives  alone  in  a  $1.6  million  Malibu  home, 
where  he  enjoys  reading  on  the  porch 
and  jogging  on  the  beach.  Wilson  is 
friendly  enough,  though  he  and  Checchi 
have  drastically  different  styles.  "Chec- 
chi works  hard  at  being  personable," 
says  Bob  Small,  a  longtime  colleague  of 
both.  "Gary's  a  charming  guy.  But  he 
can't  work  at  it.  It  would  be  unnatural." 


tract  $3.35  billion  in  low-interest  debt. 
Wilson,  meanwhile,  pored  over  North- 
west's assets,  looking  for  strategic  op- 
portunities to  raise  money. 

They  outbid  Los  Angeles  financier 
Marvin  Davis,  as  well  as  Pan  Am  Corp. 
Ironically,  Airlie  Group,  the  Bass  fund 
Checchi  helped  assemble,  teamed  with 
Pan  Am  against  them.  In  the  end,  Chec- 
chi put  together  $700  million  in  equity 
from  sources  as  diverse  as  John  D.  El- 
liott, chairman  of  Elders  IXL  Ltd.,  Rich- 
ard C.  Blum,  the  San  Francisco  money 
manager,  and  KLM-Royal  Dutch  Airlines, 
which  put  in  257'  of  the  equity — but  has 
only  about  57"  voting  control.  Bankers 
Trust  Co.,  with  which  Checchi  has  been 
connected  since  his  Marriott  days,  then 
built  a  consortium  of  banks  to  supply 


the  debt  portion  of  the  deal.  Says  Bank 
ers  Trust  Managing  Director  Josepl 
O'Donnell:  "klm  could  have  picked  anj 
horse  to  ride,  and  they  chose  Al.  Tha 
means  something  to  bankers."  Hov 
much  did  Al  and  Gary  pony  up?  Togeth 
er  with  Maiek,  less  than  $50  million,  al 
though  they  now  control  the  company. 
'A  CUSHION.'  Wilson  is  sure  he  can  pan 
the  debt.  Largely  through  sale-lease 
backs.  Northwest  has  already  refinancei 
about  $1  billion  of  it  (table,  page,  57' 
Since  leases  are  a  form  of  debt  as  wel 
however.  Northwest  will  still  be  e> 
tremely  vulnerable  to  an  industry  dowr 
turn.  What's  more,  if  the  highly  cyclics 
market  for  aii'planes  falls  from  its  cu: 
rent  altitude,  future  deals  might  b 
tough  to  pull  off. 

And  Malek  still  has  to  run  the  airlinJl. 
a  difficult  task  for  even  the  most  experi 
enced  operators  these  days.  On  the  plui 
side,  he  will  benefit  from  the  wrenchin 
three  years  that  Rothmeier  spent  int( 
grating  Northwest's  1986  acquisition  c 
Republic  Airlines.  Moreover,  morale  ha 
improved  substantially  since  the  buyou 
Rothmeier  ruled  Northwest  like  an  abs( 
lute  monarch.  Checchi,  eager  to  mak 
the  employees  feel  wanted,  has  travele 
the  Northwest  empire  to  shake  banc 
and  answer  questions. 

Meantime,  Malek  is  trying  to  lu 
back  business  travelers.  He  has  ea 
marked  $422  million  over  the  next  fi\ 
years  to  train  employees,  improve  mail 
tenance,  and  clean  up  the  planes.  He 
also  taking  better  care  of  Northwe; 
workers.  Their  parents,  for  instanc 
used  to  get  two  tickets  a  year  for  almo: 
nothing.  Now,  they  get  all  they  wan 
"It's  become  a  real  breath  of  fresh  air 
says  flight  attendant  JoAnn  O'Brien. 

But  Northwest  has  yet  to  take  off.  I 
on-time  performance  remained  below  tl 
industry  average  for  most  of  last  ye: 
and  its  profitability  trails  the  indust 
leaders.  The  fourth-quarter  loss  was 
blow.  During  the  takeover  talks,  Ro 
meier  had  predicted  operating  income 
$364  million  last  year  on  revenues 
$6.6  billion.  The  real  numbers:  operatii 
profits  of  just  $274  million  on  revenu' 
of  $6.5  billion.  Profits  had  been  improl 
ing  steadily  through  the  first  three  qm\ 
ters  of  last  year,  fueled  largely 
Northwest's  booming  Pacific  busines| 
But  tough  industry  conditions  are  sho 
ing  Checchi  &  Co.  just  how  volatile  t 
airline  business  can  be. 

Unfazed,  Checchi  and  Wilson  contin 
to  think  big.  Insiders  say  the  duo  is 
cused  on  Hilton,  convinced  it  can  ov(j 
come  the  167  drop  in  earnings  last  ye}[ 
to  $110  million,  on  revenues  of  $99^j 
million.  Sale-leasebacks  on  the  Waldo 
Astoria,  Palmer  House,  and  Waikiki  \\ 
tels  would  help  trim  the  debt.  And  ti 
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Hotels  )L  Resorts 
Canity- (^m^^iU^Ciin^UeA 


In  praise  of  simple 
comforts. 

On  the  road,  comfort  is  not  a  luxury.  It  is  a  necessity. 
One  that  demands  the  most  careful  planning  and 
meticulous  attention  to  detail.  Acknowledging  these 

facts,  the  people  of  Westin, 
worldwide,  take  pride... 
not  merely  to  satisfy,  but 
to  anticipate  each  guests 
individual  needs.  And 
guests  rest  assured  of  find- 
ing that  special  atmosphere 
I  )>ni(i  AlouiiKUn, 
Dneclu)  uj  Homekeepimr       which  is  at  once  caring, 
The  Weslin  Gallet  ia  and 

Tfie  Westin  Oaks,  Houston      comfortable,  civilized. 


ACAPUI.CO  •  ATLANTA  •  BOSION  •  CALC'.ARY  •  CANCUN  •  CHICAGO 
HiCAGO  (OHARE)  •  C;iNC;iNNATl  •  DALLAS  •  DKNVF.R  •  DETROIT  •  EDMONTON 
EL  PASO  •  FORT  LAL  DERDALE  •  C;UAnALA)ARA  •  (;UATE:MALA  CI  l  Y  •  HILTON 
P**y3  ISLAMD  .  HONG  KON(;  ■  HOUSFON  •  INDIANAPOLIS  •  IXI APA  •  KANSAS 
cm  '  KAUAI  •  KYOTO  •  LOS  ANGELES  •  MANILA  •  MANZANILLO  •  MAUI 
MAZAl  LAN  •  MEXICO  CITY  •  MON  FF.RREY  •  NAPLF:S.  FL  •  NEW  ORLEANS 
EW  TORK  .  ORANGE  COUNTY  •  ORLANDO  •  Oi  l  AWA  •  PHOENIX  •  PI  FTSBURGH 

PUERTO  VALLARTA  •  PUSAN  •  RANCHO  MIRACiE  (PALM  SPRINGS  AREA) 
1 ILLO  •  SAN  FR.\NCISCO  •  SAN  FRANCISCO  AIRPORT  •  SAN  SALVADOR  •  SE-VF  l  LE 
SEOUL  .  SHANGHAI  •  SINGAPORE  •  lOKYO  •  lORON  FO  •  TUCSON  •  FULSA 
\  AIL  .  VANCOL!VER  •  WASHINGTON. DC.  •  WINNIPEG; 


.ani  points  toward  exciting  Westin  vacations  by  joining  Westin  Premier,  our  frei 
gjiest  program.  United  Airlines  Mileage  Plus,  Air  (jmada  Aeroplan,  Northwest 
Aiiliiif,  WORLDPERKS,  and  USAir  Frequent  Traveler  members  earn  nnlesat 
partieipating  Westin  Hotels  6r  Resorts. 


Marriott  team  could  shore  up  operations 
by  expanding  vigorously  with  new  ho- 
tels and  improving  Hilton's  marketing. 

Never  mind  that  overbuilding  has 
driven  hotel  property  values  down  in  the 
last  year.  Forget  that  the  tax  breaks 
that  made  Marriott's  booming  expansion 
possible  have  been  eliminated.  Insiders 
say  Checchi  and  Wilson  are  sanguine. 
Have  they  been  outrun  by  their  egos'' 
Says  attorney  Dee  Kelly,  Checchi's 
friend  in  Fort  Worth:  "Checchi  can  make 


a  mistake  like  anybody  else.  It's  easy. 
But  while  you  can,  talk  about  his  foibles 
all  you  want,  his  track  record  has  been 
pretty  good." 

That's  true.  Still,  Checchi  discovered 
early  on  that  being  an  airline  executive 
offers  unusual  challenges.  When  former 
Vice-President  Walter  Mondale,  a  North- 
west board  member,  threw  the  new 
chairman  a  party  to  introduce  him  to  the 
Minnesota  business  community,  St.  Paul 
Mayor  James  Scheibel  wasn't  there.  The 


reason:  His  Northwest  flight  was  fcr 
hours  late  out  of  Washington. 

"We're  change  agents,"  says  Checcji 
"We  change  assets,  change  relatio: 
raise  capital  with  no  risk.  We  do  wll 
we  can  to  add  value  to  a  company  that 
didn't  have  before."  Those  are  lofty  s< 
timents.  But  taking  on  Northwest  vj 
test  the  fly-boys'  wings  as  never  befo: 
By  Ron  Grover  in  Los  Angeles,  Rust 
Mitchell  in  Minneapolis,  and  Mich 
Oneal  in  New  York,  with  bureau  repor\ 


REMEMBER  FRED  MAIEK?  HE'S  RUNNING  NORTHWEST  AIRLINES 


As  he  eases  into  the  pilot's  seat 
as  president  of  Northwest  Air- 
lines Inc.,  Frederic  V.  Malek 
carries  a  reputation  as  a  top-notch 
manager  and  business  strategist.  Deep 
roots  with  President  George  Bush  and 
the  Republican  Party,  however,  have 
long  suggested  a  career  in  public  ser- 
vice. Except  for  some  unpleasant  politi- 
cal baggage,  Malek  most  likely  would 
be  working  in  Wash- 
ington, not  Minnesota. 

In  1971,  a  paranoid 
Richard  Nixon,  sus- 
pecting that  a  "Jewish 
cabal"  was  twisting 
economic  data  to  em- 
barrass him,  ordered 
Malek  to  supply  a  list 
of  Jews  in  the  Bureau 
of  Labor  Statistics. 
Malek,  then  a  35-year- 
old  director  of  White 
House  personnel,  at 
first  ignored  the  or- 
der, but  finally  obeyed 
it.  "It  was  clearly 
a  mistake,"  Malek 
says.  It's  an  admission 
he  has  had  to  make 
dozens  of  times  over 
the  years.  "I  regret 


or  anti-Semitic.  Enough  is  enough." 

Malek,  a  1959  West  Point  graduate 
and  Green  Beret  in  Vietnam,  earned  a 
Harvard  MBA  in  1964.  His  first  million 
came  through  a  leveraged  buyout  of  a 
hand-tool  company  in  South  Carolina. 
Politics  called  in  1969,  when  Robert 
Finch,  then-Secretary  of  Health,  Edu- 
cation &  Welfare,  hired  him  to  improve 
the  agency's  efficiency.  Before  long. 


V 


MALEK  MAY  ASPIRE  TO  POLITICS,  BUT  HIS  DAYS  ON  NIXON'S  STAFF  HAUNT  HIM 


having  complied,"  he  says. 

That  mistake  dogs  him.  The  episode 
was  first  unearthed  by  the  book  The 
Final  Days,  by  Bob  Woodward  and 
Carl  Bernstein,  in  1976.  In  the  thick  of 
the  1988  Bush-Dukakis  campaign.  The 
Washington  Post  blazoned  the  story 
on  its  front  page.  Malek,  then  de  facto 
head  of  the  Republican  National  Com- 
mittee, resigned  the  next  day. 
'ENOuaH  IS  ENOUGH.'  Understandably, 
Malek's  friends  feel  he's  being  hound- 
ed. Even  the  respected  Anti-Defama- 
tion League  of  B'nai  B'rith  has  come  to 
his  aid.  "The  riian  made  a  mistake,  and 
he  apologized  l  »r  it,"  says  National  Di- 
rector Abrahani  H.  Foxman.  "Nothing 
else  in  his  career  indicates  he  is  biased 


Nixon  tapped  Malek  for  his  staff, 
where  Malek  became  notorious  for  ax- 
ing Administration  foes. 

When  Watergate  ended  Nixon's 
Presidency,  Malek  joined  Marriott 
Corp.  From  1981  to  1988,  as  head  of 
the  lodging  sector,  he  provided  the  op- 
erating and  marketing  structure  to 
complement  the  creative  financing  en- 
gineered by  his  friends  Gary  Wilson 
and  Al  Checchi.  Under  Malek,  sales 
and  profits  quadrupled  at  the  hotels. 

All  the  while,  Malek's  relationship 
with  Bush,  whom  he  met  in  the  Nixon 
days,  grew  closer.  The  Bushes  socialize 
with  Malek  and  his  wife,  Marlene.  And 
Malek  managed  the  1988  Republican 
National  Convention,  gaining  the  re- 


I 


spect  of  party  bigwigs.  But  then  earn 
the  Post  story  in  1988,  putting  off  hi 
chances  for  a  Bush  appointment. 

Malek  isn't  sulking.  As  a  freelanc 
merchant  banker,  he  helped  orches 
trate  the  $300  million  buyout  of  thi 
Coldwell  Banker  commercial  real  ei 
tate  group  from  Sears,  Roebuck  &  G 
last  spring.  With  Washington's  Carlyl 
Group,  he  helped  buy  Marriott's  airlin 
catering  unit  in  198' 
for  about  $575  milliori 
Meantime,  he  joineif 
the  team  to  bu; 
Northwest  Airlines.  ' 

The  big  question  i,' 
how  long  Malek  wil' 
stay  at  Northwest.  H',:i 
didn't  anticipate  be 
coming  the  company'ii 
president.  He  steppec 
in  only  after  forme: 
Chairman  Steven  G 
Rothmeier  quit  lasi 
fall,  months  befon 
Checchi  had  expected 
Now,      Malek  ii| 
stretched   thin.  H«| 
spends   one  day 
week   planning  th 
Economic  Conferencil 
of  Industrial  Nationi 


to  be  held  in  Houston  in  July.  Starting] 
in  June,  the  conference  will  demanc^ 
100'/  of  his  time. 

Malek  also  has  been  working  hard  to: 
improve  Northwest's  poor  reputatioi;: 
for  service.  He  has  promised  $422  mil 
lion  to  boost  maintenance,  refurbisl 
planes,  and  train  employees.  Bui 
sources  close  to  Checchi  say  a  search  isb 
on  for  a  new  Northwest  CEO,  an( 
friends  say  Malek  may  have  a  govern], 
ment  post  within  the  next  year  or  two 
Republican  National  Committee  heac 
Lee  Atwater  is  one  fan.  "He  makes  th* 
trains  run  on  time,"  Atwater  says 
Making  the  planes  do  the  same  before 
he  leaves  Northwest  is  the  challenge. 
By  Russell  Mitchell  in  Minneapoliy 
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"Credit  maragers  dorit  like 
to  hrtdk  hearts,but  sometimes  our 
sales  peopk  just  ask  for  it.  They 


Sin  their  hopes  on  a  new  account, 
len  later  they  ask  me  for  a  D&B. 
'That's  toolate. 
"I  tell  them,  'Customers  are 
like  sweethearts.  Learn  all 
you  can  before  you  get  involved!" 


Blind  dating  is  one  thing,  but  new  business  requires  that  your 
eyes  be  wide  open,  and  right  from  the  start.  Which  makes  that  the 
right  time  to  call  Dun  &  Bradstreet. 

We  have  up-to-date  credit  reports  on  millions  of  American  busi- 
nesses, and  well  send  them  to  you  for  as  little  as  $22  each.  You'll  learn 
how  a  prospect  pays  its  bills,  based  on  acmal  pa)Tnent  experiences.  You 
can  also  get  insights  into  the  company's  liistory  and,  in  many  cases, 
check  recent  financial  statements. 

New  business  is  a  real  commitment,  so  before  you  start  wooing, 
make  sure  it's  worth  winning.  Call  D&B.  The  sooner  the  better. 

Dun  &  Bradstreet  Business  Credit  Services 

13  (omp;ir)y  oi 
The  DunS. ttradstred  Corpofalion 


Dun  &  Bradstreet 

The  fine  art  of  managing  risk. 


WOOL  MAKES  LI  F 


Your  day  begins  and  ends  wk 


Play  your 
strongest  suit... 


COOL 
WOOL 


PURE  WOOL 


Decisions,  decisions... 

make  the  comfortable  choice, 
because  pure  Merino  wool 
knows  how  to  relax. 


Wtien  things  wi  f 
tieavily  on  your  mir 

its  a  relief  to  I 
no  other  fabric  ;  ^ 
as  easily  to  the  sea 
lightweif^ht  Merino| 


UNIONS  I 


FOR  THE  TEAMSTERS, 

IT'S  lIKE  IN  EASTERN  EUROPE' 


Rank-and-file  dissent  and  lawsuits  may  finally  push  out  the  union's  old  guard 


For  more  than  15  years,  George  J. 
Vitale  ran  Local  283  of  the  Team- 
sters with  an  iron  grip.  Shortly  af- 
ter he  was  convicted  of  embezzling  the 
Detroit  local's  funds  in  1972,  Vitale  be- 
came its  president.  His  power  grew  over 
the  years  in  the  best  tradition  of  ma- 
chine politics,  and  last  spring  Teamsters 
President  William  J.  McCarthy  appoint- 
ed Vitale  to  the  union's  general  execu- 
tive board.  So  it  came  as  a  shock  when  a 
group  called  the  Rank  &  File  Slate  cap- 
tured three  of  Local  283's  four  top  posts 
in  recent  elections,  including  Vitale's,  in 
part  by  campaigning  against  a  507"  dues 
hike  Vitale  had  ordered. 

Detroit  isn't  the  only  place  where 
Teamsters  are  bucking  the  leadership. 
Ever  since  last  March,  when  old- 
guard  officials  settled  a  racke- 
teering lawsuit  against  the 
union  by  agreeing  to  institute 
reforms,  they've  fought  desper- 
ately to  keep  the  old  ways.  But 
they're  losing  the  battle.  Dissi- 
dents have  begun  to  defeat  in- 
cumbents in  local  elections  (ta- 
ble). One  local  officer  even  is 
campaigning  for  the  Teamsters 
presidency.  Says  Don  Stone  of 
the  dissident  Teamsters  for  a 
Democratic  Union  who  defeated 
Vitale:  "This  is  sending  a  mes- 
sage to  everyone  in  the  union." 
STALL  TACTICS.  McCarthy  and 
other  Teamster  leaders  ended 
the  lawsuit  by  agreeing  to  let 
Judge  David  N.  Edelstein  of  the 
U.  S.  District  Court  in  New 
York  designate  several  over- 
seers. But  ever  since  then,  the 
union  has  tried  to  frustrate  the 
monitors.  Last  fall,  it  resisted 
paying  for  their  salaries,  office, 
and  staff.  Edelstein  ordered  the 
payments  made.  Then  the  U.  S. 
Attorney  in  New  York,  who 
brought  the  original  racketeer- 
ing charges,  set  up  a  $100,000 
fund  the  overseers  can  draw  on 
if  the  union  balks  again. 

The  worst  blow  to  the  old 
guard:  the  charges  brought  by 
Charles  M.  Carberry,  the  inves- 
tigations officer  Edelstein  ap- 


pointed. Carberry  has  charged  20  union 
officials,  including  two  top  leaders,  with 
improprieties  ranging  from  Mafia  links 
to  remaining  in  office  despite  criminal 
convictions.  Insiders  expect  him  to  bring 
similar  charges  against  at  least  30  oth- 
ers, including  board  members. 

The  government's  victories  have 
opened  the  door  to  dissidents.  In  local 
elections  from  San  Diego  to  New  Jersey, 
reformers  have  defeated  half  a  dozen 
incumbent  local  officers.  That's  only  a 
fraction  of  the  Teamsters'  nearly  700  lo- 
cals, but  more  are  expected  to  follow. 

Most  worrisome  to  the  old  guard  is 
the  challenge  to  traditionally  all-power- 
ful board  members  such  as  Vitale.  After 
Vitale  lost,  the  union  ordered  a  second 


CAREVt 
DISSIDENTS 
HAVi  A  SHOT 


REBELS  ARE  WINNING  AT  THE  lOCALS 

DETROIT  lOCAl  238"  Don  Stone  of  the  Rank  &  File  Slate  beat  Inter- 
national Vice-President  George  Vitale 

MIW  JtRSlY  lOCAl  843  Teamsters  for  a  Democratic  Union  (TDU) 
slate  won  four  top  slots 

HIW  YORK  LOCAL  808  DissicJents  took  six  of  seven  top  slots 


SAN  DIEGO  LOCAL  481  TDU 


won  top  seven  positions 


*Result5  challenged  by  loser 


vote,  and  McCarthy  has  ruled  that  Vi 
should  remain  in  office  until  the  eleqbi 
is  held.  But  insiders  say  Carberry  i^ 
vestigating  both  actions.  |' 
A  similar  affront  occurred  last  falia 
Local  72  in  New  York  City,  which  re^ 
sents  New  York  State  Thruway  w*k 
ers.  Vincent  Trerotola,  whose  father |c 
seph,  is  the  ranking  member  on  hi 
executive  board,  lost  the  presidencjio 
the  local  to  an  $ll-an-hour  toU-tife 
named  Robert  Firestone.  The  53-yearfi( 
Firestone  took  a  week  off  work  to( 
mounted  a  lone  campaign  in  whichfci 
charged  that  the  local  was  being  s^ 
changed  because  the  younger  Tren 
held  a  total  of  five  union  posts. 
•TAKES  NERVE.'  Although  Vinnie  T.,  a|i( 
is  called,  demanded  and  woJ,  ! 
rerun  in  late  January,  T 
sters  leaders  were  aghast 
someone  even  could  thin 
running  against  him.  His  sefi 
agenarian  father,  called  Joe; 
who  is  alleged  to  have  organ  e 
crime  ties,  is  probably 
union's  most  powerful  meml 
When  Secretary-Treasurer 
don  L.  Mathis,  who  has  n( 
been  linked  to  mobsters,  see 
likely  to  win  the  presidenc; 
1988,  Joe  T.  retained  the 
guard's  control  by  orchestra 
McCarthy's  election.  "It  h 
nerve  to  run  against  Joe 
son,"  says  one  Trerotola  c( 
dant.  "The  rank  and  file  is 
ginning  to  revolt,  like  in  Eas: 
Europe." 

This  new  willingness  to 
pose  the  leadership  has  ene 
aged  a  local  candidate  to  run] 
the  union's  presidency. 
Carey,  president  of  Local  80' 
Long  Island,  has  hit  the 
paign  trail  promising  to  cleail 
the  union,  although  the  eleceiv 
isn't  until  mid-1991.  Carey  is 
demonstrated  that  he  has  s«e 
support  by  raising  $90,000.  If 
needs  at  least  $1  millionfc' 
reach  the  union's  1.6  miloi 
members.  "We're  going  t 
change  the  Teamsters,"  he  s/s 
By  Aaron  Bernstein  in  New  \irk 
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If  you  think 

aU  800/WATS  services 
are  created  equal, 


fonview/fon-vyu  n.  l.US  Sprint's  smart  way  to  save 
on  800AVATS  service.  2.  An  analytic  software  package 
that  saves  time  and  money  3.  The  most  comprehensive 
call  management  program  designed  for  a  PC. 


et  mil 


Introducing  FONVIEW-^" 
ram  US  Sprint®  It  eliminates  all 
hose  hours  sifting  through  pages 
fSOO/WATScaUdetan  reports, 
t  saves  you  money  by  pinpointing 
tie  smartest  ways  to  utilize  these 
ervices. 

It's  the  most  comprehensive 
aD  management  program 
lesigned  for  a  PC.  Virtually  any  PC 
hat's  IBM®compatible. 

You  can  store  the  equivalent 
fa  1,000  page  phone  bill  on  a 
ingle  floppy  And  do  a  week's 
rarth  of  billing  analysis  in  a  siiigle 
ftemoon. 

So  fill  out  the  coupon  and 
ax  it  to  us  for  a  free  floppy  demon- 
tration_diskorcaUl-800-877-2000. 

FONVIEW  It's  one  new 
)rogram  you  won't  want  to  miss. 

It's  a  new  world!" 


US  Sprint 


Fbr  a  free  FONVIEW  demonstration  disk: 

FAX  1-800-366-3295 


Name. 


.Title. 


Company. 


Average  monthly  phone  bill. 
Address  


Cily/State/Zip_ 


1990  US  Sprnil  Communications  Company  Limited  Pannenship  »IBM  is  a  registered  trademark  of  InteniationaJ  Business  Machmes. 


YOUR  AD  HERE:  SAATCHI  POSTS  A  BILL  ON 
THE  BERLIN  WALL 


:.-.^LHiii  SAATCHI  Mi 


MAD  AYE.  TAKES 

THE  PERESTROIKA  CHALLENGE 


But  for  now,  agencies  are  mostly  advertising  their  presence 


The  160  million  Russians  who 
watched  conductor  Mstislav  Ro- 
stropovich's  televised  homecoming 
concert  on  Feb.  13  got  a  dose  of  Ameri- 
can patriotism  when  the  orchestra 
played  Stars  and  Stripes  Forever.  And 
just  before  the  broadcast,  they  got  an 
extravaganza  of  American  advertising 
as  Procter  &  Gamble  Co.  aired  an  elabo- 
rate r2-minute  commercial  e.xtolling  its 
products  and  153-year  history  of  quality. 

The  P&G  spot  was  produced  with  the 
help  of  D'Arcy  Masius  Benton  & 
Bowles,  one  of  the  many  U.  S.  and  Brit- 
ish advertising  agencies  angling  to 
break  into  the  East  bloc,  dmb&b  is 
negotiating  to  open  a  Moscow  of- 
fice. Young  &  Rubicam  and  Ogilvy 
&  Mather  Worldwide  have  been  op- 
erating there  and  in  Budapest  since 
1989.  McCann-Erickson  Worldwide 
has  offices  in  Budapest  and  Za- 
greb. And  Saatchi  &  Saatchi  plans 
to  open  offices  in  Berlin. 
PLANTING  SEEDS.  Despite  the  in- 
vading hordes  from  ad-land,  how- 
ever, viewers  in  Eastern  Europe 
and  the  Soviet  Union  aren't  likely  to  get 
much  more  than  a  taste  of  sophisticated 
Western  advertising  for  quite  a  while. 
"For  there  to  be  a  real  advertising  mar- 
ket here,  there  need  to  be  competing 
brands,"  says  Gary  Burandt,  chief  exec- 
utive of  Y&R/Sovero,  an  agency  set  up  in 
September,  1989,  by  Young  &  Rubicam 
Inc.  and  the  Soviet  government.  "We're 
starting  from  ground  zero,"  adds  Roy  J. 
Bostock,  chief  executive  of  DMB&B. 


The  agencies  concede  that  they  must 
spend  a  lot  of  time  and  money  before 
the  markets  in  the  East  develop  enough 
to  support  advertising  profitably.  And 
potential  local  clients  must  find  out  what 
the  agencies  can  do.  In  a  well-publicized 
stunt  to  attract  East  German  business, 
Saatchi  draped  a  banner  on  the  commu- 
nist side  of  the  Berlin  wall,  proclaiming 
it  as  "first  over  the  wall." 

Still,  clients  such  as  P&G,  Johnson  & 
Johnson,  and  General  Electric  want  to 
be  ready  for  the  day  when  330  million 
Soviet  and  East  European  consumers 


RUSHIN'  IN  RUSSIAN:  A  PROOER  & 
GAMBLE  AD 
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FROM  MADISON  AVENUE 
TO  RED  SQUARE 


Agency 

Clients  in  the  East  bloc 

McCANN-ERICKSON 

Coca-Cola,  McDonald's 

OGILVY  &  MATHER 

Kraft  General  Foods,  Shell 

YOUNG  &  RUBICAM 

RJR  Nabisco,  Poljot 

SAATCHI &  SAATCHI 

Johnson  &  Johnson 

DMB&B' 

Procter  &  Gamble,  Philips 

*  Agreement  pending 

DATA:  COMPANY  REPORTS 

He 


can  snap  up  their  products.  And 
agencies  want  to  be  there  to  assist  tht 
To  win  help  in  navigating  the  Soviet 
reaucracy,  Bostock  is  working  on  a  jo 
venture  with  one  of  the  Soviet  Unio 
largest  banks.  The  agency  will'  of 
marketing  services  to  the  bank's  So\ 
clients.  But  Bostock  says  the  ventt 
may  have  to  start  a  radio  station  or  c 
sumer  magazine  to  compensate  for 
paucity  of  media  outlets. 

Y&R/Sovero  already  has  13  Soviet 
ents,  including  a  Russian  watchmak 
Poljot.  The  agency  is  also  trying  to  t  ^ 
ker  ventures  between  Soviet  compar 
and  U.  S.  customers,  which  need  p; 
ners  to  help  them  operate  in  the  So\ 
Union.  Y&R  cracked  the  Soviet  market 
the  heels  of  four  leading  clients:  Johm 
&  Johnson,  R.JR  Nabisco,  Kodak,  ^PV' 
Chevron.  These  companies  formed 
private  American  Trade  Consortium 
facilitate  Soviet-American  trade. 

So  far,  the  ad  agencies  have  genei 
ed  scant  revenue  in  the  Soviet  Union, 
to  hold  down  costs,  Y&R/Sovero 
been  doing  research  on  consumer  tas 
in  Brighton  Beach,  an  enclave  of  R 
sian  emigres  in  Brooklyn.  Thanks 
such  economies,  v&R/Sovero  expects 
turn  a  slim  profit  this  year,  even  thoi  itimc 
its  billings  are  a  meager  $1.5  millioi 
about  half  in  nonconvertible  rubles. 

Outside  the  Soviet  Union,  mak 
money  from  advertising  is  a  little  eas 
The  best  market  seems  to  be  Hungj 
where  store  shelves  are  not  quite 
bare.  In  Budapest,  Ogilvy  &  Mat 
Worldwide  Inc.'s  joint  venture  with  ] 
hir,  Hungary's  oldest  agency,  has  tur: 
a  small  profit  on  $833,000  in  1989  1 
ings,  and  Ogilvy  says  billings  are  gr 
ing  at  20'a  a  year.  The  greater  varietj 
consumer  goods  in  Hungary  makes  ( 
sumers  respond  to  ads  a  little  bet  '^['•^ 
says  Managing  Director  Miklos 
pregi.  His  agency  successfully 
moted  a  high-grade  Shell  motoij^i 
that  costs  60"''  more  than  a  st;B- 
(.)wned  brand. 

Even  in  Hungary,  however,  |ie 
gap  between  East  and  West  jB- 
mains  wide.  To  promote  First  Anljf- 
ican-Hungarian  Securities  Corp'ia 
joint  venture  that  sells  securitieiln 
Hungary's  puny  financial  marks. 
Csepregi  says  Ogilvy  had  to  "exp  \i 
the  role  of  the  shareholder  and  k 
stock  exchange."  But  that  Ogilvy  is  lo 
moting  market  capitalism  at  all  shlv^ 
how  far  the  business  has  come,  kn 
all,  in  pre-glasnost  days,  one  Soviet  n 
cyclopedia  defined  advertising  as:  A 
means  of  swindling  the  people." 

By  Mark  Landler  in  New  York,  M 
Rose  Brady  iv  Moscow,  Gail  E.  Schare.in 
Bonn,  and  bureau  reports  ! 
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MARK! 


%ShouldlheRich 
GftMTheBrakes? 


How  much  moncv  vou  ha\'c  in 
our  bank  account  shoulcin't  determine 
,ow  safe  you  feci  on  the  road. 

And  if  vou  purcliase  the  new  1990 
ubam*'  Legacy,"'  it  won't. 

The  Subaru  Legacy  is  one  ot  tlie 
:w  affordable  cars  in  the  world  with 
riti-lock  brakes  (ABS).  A  featiue  that 
umps  vour  brakes  for  maximum  ma- 
eu\  erabilit\'  under  hea\  \'  braking. 

Its  a  safety  feature  so  valuable, 
:)mc  insurance  companies  will  give 
ou  a  refund  on  vour  premium  if  \'ou 
uy  a  car  with  the  ABS  svstem. 

Even  without  anti-lock  brakes, 
le  Subaru  Legacy  offers  you  one  of 
ic  most  adx  anced  svstems  for  control - 
ng  your  car  on  the  road  todav.  With 
ill  time  four  wheel  dri\'e  —  a  more 
ivilizcd  form  of  four  wheel  drive  that 
ives  you  better  handling  and  traction 
n  four  lane  highways  as  well  as  one 
me  dirt  roads.  Power- assisted  front 
nd  rear  disc  brakes.  Al^^i  four  wheel 
idependent  suspension. 

Ot  course,  to  many  drivers,  how 
1st  they  go  is  just  as  important  as  how 
1st  they  stop.  So  ever\'  Subana  Legac\' 
;  powereci  by  a  horizontally-opposed 
for  reduced  vibration),  aluminum  (for 
lore  even  heat  distribution),  single 
verhead  camshafl:,  multi-point  elec- 
'onic  fuel  injected,  16  valve  engine. 


Mercedes  190E  mth  ABS 
Brakes,  5.?//)W 


JaijiinrXJO  mth  ABS  Brakes, 


BMW  535i  mth  ABS  Brakes, 
$42,310- 


The  Subaru  Legacy  was  also  de- 
signed to  stand  up  to  the  very  same 
conclitions  that  have  driven  many  cars 
into  tiie  ground. 

In  tact,  93%  of  all  Subaru  cars 
registered  in  America  since  1979  are 
still  on  the  road.*  And  a  new  Subaai 
mav  last  even  longer.  A  Subaru  Legacy 
has  broken  the  FIA  world  speed/ 
endurance  record  by  running  19  davs 
at  an  ax  erage  speed  of  138.8  mph  for 
more  than  60,()()()  miles.** 

Since  the  Subaru  Legacv  was 
designed  to  last  a  long  time,  its  avail- 
able with  a  lot  of  things  to  make  that 
time  pass  pleasantly.  Including  power 
sunroot,  power  windovws  and  locks, 
lumbar  support  seats  and  an  80  watt 
AM/LM  stereo  radio. 

And  vou  get  all  of  this  for  thou- 
sands of  dollars  less  than  the  cost  of 
manv  Kuropean  luxur\'  cars. 

But  the  wav  we  figure,  along  with 
the  anti-lock  brakes,  vou  deserve  a  few 
other  breaks  as  well. 

K  1    r<.lk&(u  StjtctKs,  luK  1,  h'XX  ■ -ViliiijULl  hv 
tliL  htJtr.itiMii  liircmjrmn.ilL  W  1 .  Auti  inn  il'nlc  I  Suggested  retail 
)^riLe  Diies  not  nieliide  de-ikr  prep.!r.irn  )n,  inl.inJ  ft.tns|n>rlJtl(>n, 
ra\es,  luense  .liui  st.ite  nr  title  lees  ne.iler\  .leni.l!  priee  nidv  vai^'. 
'  P>.iseii  I  in  ni.imit.ie  rurer\  siiggestetl  ret.iil  ptiet 

SubaruLeg^cy 

We  Built  Oio  Rcpittatiou  Bv 
Building  A  Bdkr  Cay.  ' 
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INVESTMENT  BANKING  I 


AND  NOW,  THE  PREDATOR 
IS  PREYED  UPON 


Ex-employees,  competitors,  bankers,  lawyers,  and  even  lawmakers  swoop  down  on  Drexel's  spoil! 


Put  aside  all  the  fuss,  for  a  mo- 
ment, about  the  end  of  an  era,  the 
fadinj,^  of  Wall  Street  whiz  kids 
such  as  Drexel's  own  Michael  R.  Milken, 
and  the  demise  of  junk  debt.  The  fall  of 
Drexel  Burnham  Lambert  Inc.  may  well 
signal  all  those  things.  But  the  Feb.  13 
bankruptcy  filing  in  New  York  by  Drex- 
el's parent  was,  above  all,  a  summons  to 
legions  of  creditors — and  predators.  For 
the  next  few  months,  former  employees. 
Wall  Street  competitors,  bankers,  law- 
yers, and  even  lawmakers  will  be  swoop- 
ing down  to  divvy  up  Drexel's  spoils.  It 
won't  be  a  pretty  sight. 

When  they  gather  for  their  first  meet- 
ing on  Feb.  27,  Drexel's  creditors  will 
learn  which  among  them  has  landed  a 
coveted  position  on  the  official  creditors' 
committee,  whose  members  will  be 
picked  by  a  bankruptcy  court  official, 
the  U.  S.  trustee.  The  jockeying  began 
immediately  after  the  bankruptcy  filing 
for  a  simple  reason:  Committee  mem- 
bers have  a  big  say  over  how  Drexel's 
cash  gets  dolefl  out. 

MILKEN'S  MESS.  One  large  Drexfl  credi- 
tor, investment  advisers  Home  Capital 
Services  Inc.,  which  holds  $42.7  million 
in  notes,  has  already  given  its  powerful 
New  York  law  firm,  Cravath  Swaine  & 
Moore,  the  job  of  digging  into  Drexel's 
finances.  One  big  task  will  be  to  deter- 
mine whether  yearend  employee  bonus- 
es totaling  more  than  $300  million  were 
excessive  or  improper  and  should  there- 
fore be  returned.  But  a 
top  Drexel  official  says 
the  "vast  majority  of 
the  bonuses  were  guar- 
anteed— we  had  to  tiy 
to  keep  the  professional 
staff."  Drexel's  petition 
listed  assets  of  $3.69  bil- 
lion and  liabilities  of 
$2.88  billion  but  didn't 
break  them  down.  De- 
tails may  not  be  known 
for  months  because  the 
firm  just  won  a  90-day 
extension  of  the  filing 
deadline — if  the  ruling 
isn't  overturned. 


HITTING  THE  STREET 


By  far,  one  of  the  biggest  creditors  is 
former  employee  Milken,  although  court 
documents  do  not  list  him  as  such  be- 
cause Drexel  considers  him  an  insider. 
Drexel  owes  him  a  little  less  than  $200 
million  for  his  1988  salary  and  bonus  and 
for  Drexel  stock  he  was  forced  to  return 
as  part  of  the  firm's  settlement  of  gov- 
ernment charges  in  December,  1988. 
Drexel  CEO  Frederick  H.  Joseph  later 
told  the  court,  at  the  Milkens'  request: 
"But  for  the  Plea  Agreement,  Drexel 
would  have  no  objection 
to  paying  Michael  Mil- 
ken and  [his  brother] 
Lowell  Milken  addition- 
al compensation  for 
1988."  As  to  Milken's 
$200  million  claim, 
Drexel's  bankruptcy 
lawyer,  Alan  B.  Miller, 
now  says:  "There  could 
be  [an  offset]  if  Milken 
was  responsible  for  the 
firm's  demise." 

Curiously,  some  de- 
fense lawyers  are  try- 
ing to  put  a  positive 
spin    for    Milken  on 


Drexel's   sudden   death.   For  mon 
prosecutors  have  been  publicly  pronj 
ing  to  bring  new  charges  against  h 
Lawyers  close  to  the  case  say  that  e\| 
before  the  bankruptcy,  the  Manhati 
U.  S.  Attorney's  office  was  eager  to  s| 
tie  its  massive  securities-fraud  ind 
ment  against  him,  his  brother,  and  fj 
mer  Drexel  trader  Bruce  Lee  Newbei 
Now,  prosecutors  might  be  even  m- 
anxious  to  reach  a  deal  that  Milken 
live  with.  "The  government  needs 
would  like  a  Milken  plea,"  says  one 
fense  lawyer.  "Then  it  can  say,  'See, 
didn't  take  Drexel  down.  Milken  didf'i 
While  this  statement  is  obviously  s<p- 
serving,  Milken  refuses  to  comment.  Is 
do  the  prosecutors  involved. 
PECKING  ORDER.  But  Milken,  while  je 
stands  to  gain  as  a  defendant,  is  now  '|e 
prime  target  for  predators  who  may 
be  able  to  extract  money  from  Drexds 
coffers.  After  Drexel's  plea,  scores 
investors  lodged  civil  damage  suis 
against  Milken,  Drexel,  and  others,  o 
with   Drexel's   assets   further  out  ;f 
reach,  investors  will  turn  to  a  deejir 
pocket.  "Clearly,  Milken  has  a  greair 
net  worth  than  any  of  the  other  defi- 
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■£  in  the  civil  suits,"  says 
^er  Richard  D.  Greenfield, 
se  Philadelphia-based  law 
1,  Greenfield  &  Chiniicles, 
filed  many  of  them. 
3r  all  creditors,  getting 
t  they  say  they're  owed 
d  get  very  messy.  Al- 
ly, new  creditors  are  en- 
ig  the  fray.  Two  days  af- 
the  bankruptcy  filing,  a 
icel  junk-bond  holder  filed 
seeking  class-action  sta- 
against  Drexel's  major  in- 
ors,  Lambert  Brussels  As- 
ites  and  Groupe  Bruxelles 
ibert,  as  well  as  Milken, 
ph,  and  former  Chairman 
ert  Linton.  The  suit 
ns  the  defendants  rigged 
junk-bond  market  for 
r  own  benefit, 
le  next  day,  the  Federal 
osit  Insurance  Corp.  socked  Drexel 
others  with  a  fraud  suit  in  Dallas, 
t  action  blames  the  defendants  for 
collapse  of  Guaranty  Federal  Sav- 
&  Loan  Assn.  and  seeks  $516.8  mil- 
in  damages.  Drexel  hasn't  seen  ei- 
suit  and  has  no  comment.  Then, 
e  are  the  more  than  2,000  creditors 
>{  the  filing  date.  Among  them  will 
y  be  the  Securities  &  Exchange 
imission,  which  is  expected  to  claim 
$150  million  still  owed  it 
Drexel  as  part  of  its  plea. 
11  the  creditors  must  slug 
)ut  before  Bankruptcy 
je  Howard  C.  Buschman 
A  former  litigation  part- 
at  Willkie  Farr  &  Gal- 
ler,  a  major  New  York 
I,  Judge  Buschman,  45,  is 
fling  a  high-profile  work 
I:  The  same  week  the 
truptcy  wheel  handed  him 
Drexel  case,  he  drew  the 
i\y  watched  bankruptcy  of 
grated  Resources  Inc.,  a 
ler  Drexel  client, 
ear  the  top  of  the  pecking 
■r  in  the  Drexel  case  are 
litors  that  lent  Drexel 
ley  or  that  may  have  been 
laged  by  its  action.  For- 
lers  dominate  the  list  of 
22  largest  unsecured  cred- 
5  on  Drexel's  petition.  The 
:  group  arguably  consists 
ormer  employees  who  sold 
r  stock  back  to  Drexel  but 
in't  been  paid.  At  the  bot- 
are  current  employee- 
reholders  and  junk-bond 
«tors  in  Drexel  with  secu- 
s-fraud  suits. 

ong-term  employees  who 
lained  loyal  to  Drexel 
m  the  firm's  fortunes 
led  will  likely  be  the  big- 


BANKRUPTCY  JUDGE  BUSCHMAN:  2,000  CREDITORS— AND  COUNTING 


gest  losers.  Many  are  reluctant  to  start 
over  in  new  jobs  now.  "No  one  is  thrilled 
about  going  to  work  for  another  firm," 
says  one  Drexel  staffer  in  Beverly  Hills. 
Worse  still,  many  Drexel  workers  put 
their  life  savings  into  the  firm's  stock — 
which  is  probably  worthless  now. 

The  inner  circle  has  a  different  worry. 
Executives  believed  to  have  cashed  out 
their  trading  accounts  days  before  the 
filing,  knowing  the  firm's  woes,  may  be 


LIFE  AFTER  DREXEL 


For  thousands  of  individuals  and  hundreds  of  institutions, 
Drexel  Burnham  Lambert  Group 's  Feb.  13  bankruptcy  filing 
opens  a  difficult  new  chapter,  rather  than  closes  one. 
Here 's  what  lies  ahead  for: 


DREXEI'S  CREDITORS 


Banks,  investors,  former  employees — including  Michael  R.  Mil 
ken — and  law  firms  that  represented  Drexel  will  battle  in  bank- 
ruptcy court  over  who  owes  what  to  whom 


MICHAEL  R.MILKENl 


Prosecutors  will  likely  face  more  pressure  to  wrap  up  their 
massive  securities-fraud  case  against  the  former  junk-bond 
king.  Legal  experts  bet  the  government  will  refrain  from  bring- 
ing more  charges  and  instead  reach  a  deal  Milken  can  live  with. 
Investors  with  civil  damage  suits  against  Drexel  and  Milken  will 
now  look  to  Milken  alone  to  recoup 


DREXEL'S  EMPLOYEES 


Best  prospects  are  for  heavy  hitters  with  powerful  client  lists.  A 
few  are  forming  firms.  Worst  prospects  are  for  unseasoned, 
high-priced  yuppies  lacking  contacts.  Ex-employees  with  large 
Drexel  stock  holdings  may  be  wiped  out 


THE  REGULATORS  AND  THE  PROSECUTORS 


They  proved  they  could  play  a  lead  role  in  bringing  an  entire 
firm  to  its  knees  and  putting  it  out  of  business.  Wall  Street  exec- 
utives and  lawyers  want  Congress  to  rein  in  the  racketeering 
law  that  was  used  against  Drexel.  But  Congress  is  unlikely  to  do 
so.  Instead,  it  may  broaden  the  Securities  &  Exchange  Commis- 
sion's watchdog  powers 


fretting.  Bankruptcy  lawyers 
such  as  Barry  J.  Dichter  are 
probing  the  legitimacy  of 
these  and  other  "deathbed 
transactions." 

But  many  experienced 
Drexel  bankers  should  fare 
well  on  the  job  market.  Al- 
ready, competing  Wall  Street 
firms  are  skimming  the  best 
of  the  lot.  PaineWebber  Inc. 
scooped  up  20  of  Drexel's 
high-powered  futures  and  op- 
tions traders  in  Paris  to  bol- 
ster its  European  business. 
PaineWebber  also  hired  fu- 
tures traders  in  New  York 
and  Philadelphia.  Smith  Bar- 
ney Harris  Upham  &  Co. 
hired  40-year  Drexel  veteran 
Maurits  Edersheim,  17  other 
money  managers,  and  20 
Drexel  bankers.  Some  Drexel 
executives  are  going  on  their  own.  Dean 
Kehler,  Drexel's  former  co-head  of  mer- 
chant banking,  and  three  colleagues  are 
starting  up  an  investment  banking  firm. 
LEGAL  FALLOUT.  Even  Congress  and  the 
regulators  may  take  a  swipe  at  Drexel — 
or  at  least  at  the  Street.  Drexel's  failure 
could  help  move  legislation  pending  in 
Congress  that  would  give  the  SEC  more 
oversight  power  with  the  brokerage  in- 
dustry. A  bill  now  under  consideration 
would  require  quarterly  re- 
ports with  the  SEC  detailing 
how  firms  allocate  capital — 
say  for  bridge  loans  used  in 
LBOs  buyouts  or  in  trading  or 
investment  positions.  One  hot- 
ly contested  provision  would 
require  firms  to  give  this  in- 
formation anytime  the  SEC  de- 
manded it.  "If  the  SEC  had 
early  warning  [of  the  finan- 
cial woes  of  Drexel's  parent], 
it  might  well  have  done  bet- 
ter," says  David  S.  Ruder, 
former  SEC  chairman. 

And  Drexel's  downfall  has 
not  made  lawmakers  eager  to 
rein  in  the  criminal  provisions 
of  the  law  that  some  claim 
killed  the  firm:  the  Racketeer- 
Influenced  &  Corrupt  Organi- 
zations Act.  "Not  too  many 
people  up  here  are  saying 
'poor  old  Drexel  went  under 
because  of  RICO,' "  says  a 
Capitol  Hill  staffer.  While 
that  won't  make  it  any  easier 
for  the  jobless,  the  true  bank- 
ruptcy vultures  don't  really 
care  much.  They're  busy  pick- 
ing over  what  until  recently 
was  among  Wall  Street's 
most  envied  firms. 

By  Michele  Galen,  with  Jon 
Friedman  in  New  York  and 
Dean  Foust  in  Washington 
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INVESTMENT  BANKING  I 


COULD  FRED  JOSEPH 
HAVE  SAVED  DREXEL? 


Maybe.  Critics  say  he  erred  in  handling  people,  funds,  and  image 


w 


hat  drove  Drexel  Burnham 
Lambert  Group  Inc.  to  the 
wall? 

By  many  accounts,  former  U.  S.  Attor- 
ney Rudolph  W.  Giuliani  did.  He  threat- 
ened Drexel  with  indictment  under  the 
Racketeer-Influenced  &  Corrupt  Organi- 
zations Act — almost  sure  annihilation — 
and  forced  Drexel  Chief  Executive  Fred- 
erick H.  Joseph  to  buckle.  To  avoid  KICO 
charges,  Joseph  agreed  in  late  1988  to 
plead  guilty  to  securities  fraud,  pay  a 
$650  million  fine,  and  banish  junk-bond 
king  Michael  R.  Milken  from  the  firm. 
Drexel  could  have  fought  traditional 
charges,  the  theory  goes,  and  survived 
in  some  form  no  matter  the  verdict.  But 
once  Giuliani  raised  the  RlCO  bludgeon, 
Drexel  was  history.  "The  government 
said,  'Either  go  out  of  business  our  way 
or  go  out  of  business  your  way,'  "  says 
Scott  Miller  of  Sawyer/ Miller  Group,  an 
image  consultant  Drexel  hired  in  1986. 

Perhaps.  But  maybe  liquidation  was 
not  so  inevitable.  There's  a  strong  case 
that  Joseph  himself  bears  much  of  the 
blame  for  Drexel's  fall.  When  he  capitu- 
lated, Drexel  boasted  assets  of  some  $28 
billion  and  equity  of  $1.1  billion.  Analyze 
Drexel's  staggeringly  swift  slide,  and 
it's  clear  that  Joseph  and  his  lieutenants 
made  mistakes  about  people,  deals,  fi- 
nances, strategy,  and  image.  At  the  very 
least,  they  compounded  the  firm's  woes. 
At  the  most,  they  propelled  Drexel  into 
bankru])tcy  court  on  Feb. 
EARLY  WARNINGS.  "If  [Joseph]  had  done 
things  differently,  he  might  have  saved 
it,"  says  Roy  C.  Smith,  a  limited  partner 
at  Goldman,  Sachs  &  Co.  who  wrote  T/ic 
(ilobnl  Bankers  and  who  teaches  at 
New  York  University.  Yet  even  in  the 
end,  Joseph  didn't  show  that  he  grasped 
the  severity  of  Drexel's  problems:  One 
former  insider  says  Drexel's  treasury 
staff  had  been  warning  him  for  four 
months  that  Drexel  was  in  trouble — but 
got  nowhere.  Joseph,  who  in  January 
took  his  own  bonus  in  Drexel  stock,  de- 
clined to  comment  for  the  record. 

No  manager  can  be  right  all  the  time, 
of  course.  In  retrospect,  Joseph's  big- 
gest misstep  was  the  near-total  autono- 
my he  gave  to  Milken  and  his  Beverly 
Hills  band.  Plenty  of  experts  were 
sliocked  that  the  Securities  &  Exchange 


Commission  never  charged  Joseph  with 
failing  to  supervise  Milken's  activities. 

Nonetheless,  in  the  two  years  after 
inside  trader  Ivan  F.  Boesky  fingered 
Drexel  and  Milken  in  1986,  Joseph  won 
praise  for  his  actions.  He  rallied  Drexel's 
10,000  employees  with  regular  pep  talks 
and  letters.  He  wrote  and  called  on  cli- 
ents. At  every  opportunity,  he  vowed  to 
fight  the  government  to  the  bitter  end. 

Then  came  the  guilty  plea — whose 
wisdom,  in  the  face  of  inconclusive  evi- 
dence, has  been  debated  endlessly.  Right 
off,  it  hurt,  chasing 
away  clients  and  open- 
ing Drexel  to  litigation 
by  junk-bond  issuers 
and  buyers.  It  devastat- 
ed morale — key  to  the 
iconoclastic  firm's  suc- 
cess— and  destroyed  the 
credibility  that  Joseph, 
the  fighter,  had  won. 
"All  of  a  sudden,  two 
faces  of  Joseph  ap- 
peared," says  Perrin  H. 
Long  of  Lipper  Analyti- 
cal Services  Inc.  Key 
people  started  hunting 
new  jobs.  "Everyone 
hated  management," 
says  an  ex-exployee. 

Soon,  several  sources 
say,  Joseph  abandoned 
meaningful  attempts  to 
shore  up  spirit.  "Com- 
munications became 
less  frequent,"  says  one 
West  Coast  staffer.  And  when  Joseph 
did  something,  it  met  with  ridicule. 
Weeks  ago,  Joseph  gave  employees  key 
chains  adorned  with  tiny  boxing  gloves. 
Says  a  former  managing  director:  "The 
tone  was  supposed  to  be,  'Let's  hang 
tough.'  But  to  some  of  us  the  tiny  box- 
ing gloves  were  a  symbol  of  Drexel's 
tiny  clout  in  the  marketplace." 

Morale  was  hardly  Joseph's  biggest 
problem,  though.  Weakened  financially 
by  the  fines  and  hurt  by  a  slowdown  in 
business,  Drexel  had  to  slim  down.  Jo- 
seph ordered  cutbacks  and  sold  Drexel's 
retiiil  brokerage  operations,  slashing  the 
payroll  from  10,000  to  5,300.  That  wasn't 
enough.  "We  could  have  cut  more,"  con- 
cedes a  top  Drexel  official.  "We  were 


working  toward  more  cuts  this  yi 
Drexel's  austerity  measures  cou 
make  up  for  the  mistakes  that  wer 
ing  made.  To  replace  Milken,  Jo; 
named  John  H.  Kissick,  the  chie 
West  Coast  corporate  finance,  to 
the  Beverly  Hills  office.  Kissick 
high  marks  from  almost  everybody 
being  a  stabilizing  force.  But  to  Mil 
junk    unit — Drexel's  backbone 
choice  marked  the  ascendancy  of  a 
porate  finance  mentality.  That,  they 
was  driven  by  generating  fees,  noi 
Milken's  credo  of  "creating  value." 

Soon,  Drexel  was  doing  deals 
were  inappropriate  for  the  changinj 
nancial  climate.  "In  an  effort  to  cont 
generating  investment  banking  fees, 
to  try  to  maintain  relationships  witl 
suers  of  securities,  and  to  prove  the 
could  still  perform,  the  firm  took  r 
that  it  wouldn't  have  taken  previous 
charges  David  W.  Bergmann,  a  Dr 
senior  vice-president  for  sales.  Jose 
defenders  deny  that.  But  before  I 
Drexel's  various 
tions — East  Coast 
West,  corporate  fin; 
department  vs.  h 
yield — were    at  \ 
"You  always  have 
sions  between  corpo 
finance  people,  s 
men,  and  traders,' 
plies  the  Drexel  offi 
"I  don't  think  it 
got  dysfunctional." 

Many  financi 
meanwhile — for 
Point-Pepperell 
Textiles,  and  Edgc^Ij!^ 
Metals,    to  nam^^ 
few — were  too  risk; 
lure  investors.  A  for 
insider  estimates 
when  Drexel  collap 
it  held  in  its  inven 
$500  million  in  nevM;." 
sues  that  had  n< 
been  sold.  "A  year 
it  was  maybe  $100  million,"  he  s 
Drexel  claims  the  figure  is  more 
$350  million — and  used  to  be  biggerl 
Milken's  disciples  argue  that  chan|| 
business  conditions  required  diffe 
deal  structures — more  equity  or  at  1 
convertible  securities.  Milken,  they 
had  begun  to  warn  against  continuini,tt' 
do  copycat,  straight-debt  deals  in  edyi 
1988.  "Joseph  didn't  understand  an^ia 
this,"  says  one.  "We  tried  to  tell  B 
but  he  was  listening  to  Leon  Black  Mil 
Peter  Ackerman,"  the  New  York-b;^ 
mergers  chief  and  the  head  of  caip 
markets  in  California  (neither  retuifli 
BUSINESS  week's  phone  calls).  Wyf 
"Fred  was  always  interested  in  ma:et 
share,"  this  source  adds.  "Michael  nea 


Mil 
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WERE  THESE  FATAL  MISTAKES 
fOR  JOSEPH? 

Pleading  guilty 

Mismatching  assets  and  liabilities 
Allowing  internal  factions  to  battle 
Lowering  deal  standards 
Letting  Integrated  Resources  fall 
Failing  to  build  a  full-service  firm 


ay,  'Who  cares  about  market  share  if 
re  not  making  money?'  " 
fotecting  market  share  is  generally 
lauded — unless  it  jeopardizes  the 
1.  Says  NYU's  Smith:  ''It  was  a  good 
sion  to  do  everything  you  can  to  pro- 
your  franchise,  but  there  was  a  risk 
verdoing  it." 

TIMING.  When  Drexel  did  pull  back, 
lose  the  wrong  moment.  Last  June, 
n  Drexel  couldn't  roll  over  $40  mil- 

in  commercial  paper  issued  by  Inte- 
;ed  Resources  Inc.,  one  of  its  premier 
s,  Integrated  defaulted  on  $1  billion 
iebt.  Many  say  Milken  would  never 

2  let  Integrated  go  so  close  to  the 
?,  let  alone  fall.  But,  claims  a  Milken- 
vho  normally  would  have  helped  sal- 
e  it:  "No  one  at  Drexel  [in  New 
k]  knew  what  to  do.  I  first  heard 
at  the  problem  when  I  read  it  in  the 
sr.  They  panicked,  and  they  just  let  it 
pen."  Argues  the  top  Drexel  official: 
i  wanted  to  step  up  and  help,  but  it 
to  make  sense.  There  was  no  way  to 
rent  it  from  happening." 
itegrated's  default  dealt  a  huge  psy- 
ogical  blow  to  a  jittery  junk  market, 
far  as  many  buyers  were  concerned, 
iseph]  threw  away  the  franchise," 

3  one.  Junk  issuers  were  also  hit 
i.  "When  [Drexel]  didn't  stand  be- 
i  Integrated,  there  was  a  sea 
nge,"  says  a  Milken  partisan.  "Other 
ipanies  said:  'They  won't  stand  be- 
1  us,  either.'  " 


With  the  junk  market  growing  weak- 
er, meanwhile,  Joseph  had  nowhere  to 
turn.  Despite  attempts,  he  had  failed  to 
build  a  full-service  investment  bank. 
"What  was  Drexel?"  asks  NYU  finance 
professor  Ernest  Block.  "A  junk-bond 
operation  with  bells  and  whistles  of  oth- 
er operations."  Junk,  and  spin-off  activi- 
ties, brought  in  from  707'  to  907''  of 
Drexel's  revenues.  The  only  other  unit 
to  brag  about  was  commodities  trading. 

In  the  past  year,  as  Drexel's  business 
deteriorated,  so  did  its  financial  position. 
Yet  Joseph  had  mismatched  Drexel's  as- 
sets and  liabilities,  leaving  short-term 
debt  covered  by  illiquid  assets  to  a  star- 
tling degree.  When  Drexel  could  no 
longer  issue  commercial  paper,  Joseph 
thought  he  could  get  out  of  the  bind  by 
transferring  capital  from  the  broker- 
dealer  to  the  Drexel  group — until  the 
government  said  no.  Yet  even  as  the 
financial  vise  tightened  in  January,  Jo- 
seph depleted  Drexel's  treasury  by  pay- 
ing out  over  $300  million  in  bonuses. 

Joseph  exacerbated  the  firm's  problem 


Drexel  had  reveled 
in  its  renegade  image. 
But  at  the  end  it  needed 
friends  and  had  none 


by  holding  debt  at  the  group  level,  in- 
stead of  with  subsidary  units,  where  a 
default  might  be  contained  and  might 
not  drag  down  the  entire  company. 

If  Drexel  hadn't  been  so  reviled  on 
Wall  Street,  someone  might  have  lent 
support  during  the  liquidity  crunch. 
"You  have  to  ask,  if  it  were  Morgan 
Stanley,  would  it  have  gone  under?" 
NYU's  Smith  says.  No,  he  says:  "It 
would  have  been  saved  by  the  Federal 
Reserve,  the  stock  exchange,  the  banks, 
or  someone.  But  Drexel  had  no  friends." 
TOO  MANY  WOES.  Drexel,  in  fact,  had  al- 
ways reveled  in  its  image  as  the  rene- 
gade, street-smart  firm  that  could  out- 
maneuver  the  Establishment.  Says 
image  consultant  Miller:  "They  realized 
it  would  hurt  them.  They  tried  to  take 
some  steps  to  improve  it — being  more 
concerned  about  their  partnerships  with 
other  firms.  Before,  they  dominated  any 
way  they  could."  Drexel  concedes  that 
its  image  hurt,  but  says  a  bigger  block 
to  a  rescue  was  the  potential  civil  litiga- 
tion and  resulting  damages. 

In  the  end,  Joseph  just  couldn't  con- 
tend with  all  of  Drexel's  woes.  Credit 
him  for  being  bright  and  fair.  But  he  is 
also,  by  nature,  indecisive  and  concilia- 
tory. Joseph  and  his  team  had  plenty  of 
time  to  plot  Drexel's  future.  Yet  in  the 
tough  world  he  helped  create,  Fred  Jo- 
seph wasn't  tough  enough. 

By  Judith  H.  Dobrzyriski,  with  Jon  Fried- 
man, in  New  York  and  bureaii  reports 
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PAN    AM  1990 


PROGRESS  REPORT 
NO.  2 


OmCX)MMITMENT 
TO  ONCE  AGAEs[  SET  STANDAETI 
FORTHE INDUSTTRY 
IS  ATTRACTING  TIWELERS 
IN  RECORD  NUMBERS. 


On  January  16, 1928,  in  a  little- 
noted  event.  Pan  Am  inaugurated 
the  industry's  first  passenger 
service  over  international  waters. 

A  90-mile  hop  from  Key  West 
to  Havana. 

It  was  the  beginning  of  a  world- 
changing  era  in  which  a  single 
airline  defined  and  shaped  an 
entire  industry. 

For  Pan  Am  continued  on 
in  a  progression  of  legendary 
milestones  to  single-fiandedly  open 
the  world  to  air  travel. 

From  the  Caribbean  on  to 
Central  and  South  America,  the 
Pacific,  the  Far  East.Then  over  the 
Atlantic  to  Europe  and  on  to  the 
Near  East  and  Africa. 

Along  the  way.  Pan  Am  put  the 
first  flight  attendants  on  board, 
served  the  first  meals,  showed  the 
first  movies,  played  the  first  music. 

Which  led  the  industry  into 
the  kind  of  enlightened  customer 
service  that  travelers  so  enjoy  today. 

Pan  Am  also  originated  First 
Class,  Economy  Class,  the  package 


tour,  and  the  Fly  Now  Pay  Later 
Plan. 

Making  it  possible  for  some  to 
travel  the  world  in  luxury.  And  for 
many  others  to  travel  the  world  for 
the  first  time. 

Then  something  happened. 

In  the  1970s,  Pan  Am  began 
encountering  financial  problems. 
Brought  on  by  recession,  inflation, 
spiralling  energy  costs,  an  unparal- 
leled surge  in  competition,  and 
management  mistakes. 

Morale  declined,  service  suf- 
fered, and  the  once  proud  standard- 
bearer  of  the  industry  became  just 
another  airline  in  trouble. 

A  $220  MILLION 
COMMITMENT. 

OnJanuary21, 1988,  when  this 
management  team  took  over 
stewardship  of  Pan  Am,  we  did 
it  with  but  one  goal  in  mind: 
return  Pan  Am  to  preeminence  by 
making  it  once  again  the  airline 
of  preference. 


To  date,  nearly  a  quarter  of 
billion  dollars  has  been  commi 
to  this  effort. 

The  improvements  in  servic 
and  in  the  aircraft  we  fiy,  are 
already  so  measurable  that 
travelers  throughout  the  world 
discovering,  and  rediscovering. 
Pan  Am  in  record  numbers. 

We  are  now  carrying  more 
passengers  than  ever  in  the  hisi 
of  the  airline. 
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A  COMMITMENT 
BEYOND  MONEY. 


 fi- 

Money  is. ..just  money. Witfki 
the  dedication,  and  frankly,  th( 
sacrifice  of  our  people— across  jle 
board— the  renewal  of  this  airiti' 
would  still  be  more  of  a  hope  tBi 
a  daily,  growing  reality.  't 

And  nowhere  are  we  more 
fortunate  than  in  the  service  ai2 

Our  service  people  not  onh 
rededicated  themselves  to  exec 
lence,  but  also  made  personal 
economic  sacrifices  as  a  furthe' 


—  'm 
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tically  important  contribution  to 
s  airline's  survival  and  renewal. 
The  savings  went  directly 
vards  adding  2,000  additional 
;ht  attendants  and  several 
ndred  customer  service  agents 
our  staff. 

And  to  extensively  improve, 
jand  and  modernize  our  service 
ilities  at  such  major  airports  as 
<,  Heathrow,  Miami  and  Los 
igeles.  As  well  as  a  number  of 
ler  locations. 

But  it's  the  rededication  of  our 
vice  people,  more  than  the 
)ney,  that's  making  a  difference. 
They  helped  us  develop  more 
ensive,  comprehensive,  effective 
)grams,  not  only  for  training 
kV  service  personnel,  but  for  their 
'n  voluntary  retraining  as  well. 
Our  flight  attendants  also 
/eloped  their  own  evaluation 
d  recognition  system,  resulting 
1  friendly  competition  for  Crew 
the  Month,  Employee  of  the 
)nth,  and  Employee  of  the  Year. 
On  the  ground,  our  airport 
>tomer  service  people,  when 
iding  to  customer  problems,  now 
/e  more  authority  to  make  help- 
judgment  decisions  on  the  spot. 
It's  their  own  program. They 
1  it  "Winning  Strategies,"and  its 
»rking. 

As  is  another  area  that  should 
erest  you. 


A  COMMITMENT 
BEYOND  SERVICE. 


During  the  years  that  Pan  Am 
is  ushering  in  the  air  age,  it 


played  a  major  role  in  the  design 
and  development  of  virtually  every 
significant  new  aircraft  introduced 
to  civil  aviation. 

Including  the  aircraft  that 
changed  the  very  nature  of  air 
travel. 

The  mighty  Boeing 747,  the 
world's  first  jumbo  jet. 

To  this  day,  the 747  is,  by  far,  the 
favorite  plane  for  those  traveling 
long  distances. 

We  not  only  operate  one  of  the 
largest  fleets  of  747's,  but  33  of 
them  have  been  completely  refur- 
bished with  new  interiors  and  the 
latest  in  electronics. 

The  remaining  two  will  soon 
be  completed. 

The  only  aircraft  to  rival  the 747 
in  popularity  is  the  spacious,  wide- 
body  Airbus. 

Pan  Am  now  operates  nineteen 
new  technologically  advanced 
Airbus  A310's. 

The  largest  fleet  across  the 
Adantic. 

Every  one  of  our  long-distance 
flights,  international  or  trans- 
continental, now  offers  the 
roomy  comfort  of  a  modern,  wide- 
body  jet. 

We're  also  in  the  process  of 
refurbishing  and  providing  state- 
of-the-art  comfort  and  conven- 
ience in  our  fleet  of  shorter-distance 
727's.  Another  traveler's  favorite. 

New  galleys,  new  lavatories, 
new  carpeting,  new  seatcoverings, 
and  new  sidewalls. 

In  other  words,  our  Pan  Am 
fleet  is  now  growing  younger 
rather  than  older. 


A  COMMITMENT 
BEYOND  EQUIPMENT. 


And  now  a  word  about  an 
unseen,  but  critically  important 
service.  The  service  we  perform  on 
our  aircraft. 

Through  thick  and  thin  the 
Pan  Am  maintenance  program 
has  continued  to  set  industry 
standards. 

Standards  so  high  that  we 
spend  more  on  maintenance  per 
aircraft  operating  hour  than  any 
other  U.S.  airline. 

So  high  that  thirty  of  the  world's 
airlines  bring  aircraft  to  us  for  main- 
tenance, as  does  the  U.S.  Air  Force. 

And  our  flight  training  stan- 
dards are  equally  high. 

We  are  currently  training  pilots 
for  twelve  major  airlines,  the 
Royal  Canadian  Air  Force,  and  the 
most  important  air  force  of  all — 
Air  Force  One. 

We  invite  you  to  experience  the 
Pan  Am  of  today. 

Proud  service  to  116  cities  in  48 
countries  on  five  continents. 

And  if  you're  ever  dissatisfied  to 
any  degree  with  any  of  our 
services,  please  let  us  know  by 
calling  1-800-428-1100  toll-free. 

That's  the  way  we  want  it. 

From  now  on. 

Thomas  G.  Plaskett 

Chairman  and  Chief  Executive  Officer 
Pan  AmericanWorld  Airways,  Inc. 
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INVESTMENT  BANKING! 


MERRILL  SCRAMBLES  FOR 
THE  TOP  OF  THE  JUNK  HEAP 


Can  its  merchant  banking  team  make  the  broker  No.  1? 


It  wasn't  exactly  the  predators'  ball. 
Merrill  Lynch  &  Co.'s  junk-bond  con- 
ference took  place  in  Phoenix,  not 
Beverly  Hills.  Instead  of  Dre.xel'.s  bevy 
of  star  raiders  such  as  Ronald  0.  Perel- 
man  and  Saul  P.  Steinberj;,  come  to  plot 
their  next  takeover,  Merrill's  guests  at 
the  Feb.  3  affair  were  mostly  pension 
and  mutual  fund  managers.  Even  the 
entertainment,  the  Pointer  Sisters  and 
comedian  Billy  Crystal,  wasn't  enough 
to  give  it  the  glitz  of  a  Drexel  wingding. 

But  the  Phoenix  conclave, 
planned  six  months  ago,  shows 
that  in  its  own  way,  Merrill 
has  been  on  a  five-year  quest 
to  replace  Drexel  Burnham 
Lambert  Inc.  as  the  king  of 
junk.  Now,  for  better  or  worse, 
it  has  a  shot.  "About  S0%  of 
the  buying  power  in  the  high- 
yield  market  attended  our  con- 
ference. Our  goal  is  to  be  the 
No.  1  firm  in  the  business," 
says  Raymond  J.  Minella,  co- 
head  of  merchant  banking  at 
Merrill  Lynch. 

CLOSE-KNIT  TEAM.  Merrill 
Lynch  management  has  given 
Minella  and  Jeffrey  L.  Beren- 
son,  who  jointly  head  merchant 
banking  at  Merrill,  its  blessing 
to  push  more  aggressively  into 
the  junk-bond  business.  That  is 
obviously  a  risky  strategy.  But  Merrill 
has  reason  to  be  high  on  the  business. 
Junk  bonds  have  been  critical  to  its  bot- 
tom line.  In  1989,  Merrill  posted  profits 
of  more  than  $160  million  from  its  many 
junk-bond-related  businesses,  ranging 
from  private  placements  to  trading  to 
restructuring  work.  That  was  after  tak- 
ing a  $160  million  markdown  in  the  value 
of  its  junk-bond  inventory.  These  junk 
profits  turned  what  would  have  been  a 
$373  million  loss  into  the  $213  million 
loss  Merrill  reported  for  1989.  "In  the 
last  three  years,  high-yield  merchant 
banking  has  been  one  of  the  most  impor- 
tant contributors  to  Merrill  Lynch's  prof- 
its," says  Jerome  P.  Kenney,  president 
of  Merrill  Lynch  Capital  Markets. 

Minella  and  Berenson  began  their  ef- 
forts in  1985.  They  take  credit  for  pio- 
neering the  bridge  loan  in  junk  finan- 
cings, a  claim  competitors  would  argue 


with.  The  pair  say  they  dreamed  up  the 
bridge  loan  to  take  on  Drexel:  offer  cli- 
ents a  short-term  loan  that  allows  them 
to  buy  a  company  now  and  line  up  junk- 
bond  or  other  financing  later. 

By  May,  1989,  Merrill  was  brought  in 
to  back  up  Drexel  as  co-manager  on  part 
of  the  $4  billion  raised  for  the  leveraged 
buyout  of  R.JR  Nabisco  Inc.  In  late  1989, 
Merrill  was  promoted  to  lead  manager 
to  raise  $1.25  billion  in  high-yield  notes 
for  RJR.  But  the  deal  was  shelved  when 


strategy.  A  Romance-language  majo| 
Princeton  University,  he  began  at  I 
rill  in  April,  1978. 

Despite   their  accomplishments, 
odds  are  against  Merrill's  providing 
junk-bond  market  with  anything 
Drexel's  leadership.  Merrill  will  ha\ 
tough  time  avoiding  the  squeeze  of 
dining  profits  and  waning  junk-bond 
ues.  And  in  the  new-issue  market, 
rill  doesn't  have  a  headstart.  It  h 
market  share  of  about  97f ,  virtually 
same  as  First  Boston,  Goldman  Sa 
and  Morgan  Stanley.  "I'm  glad  M 
wants  to  be  number  one,  but  it's 
going  to  be,"  says  one  competitor. 
CHEATED.  Minella  and  Berenson  1 
also  crafted  their  share  of  sour  d 
Bondholders  were  furious  with  them 
their  role  in  the  1988  leveraged  buj 
of  Tracor  Inc.  Tracor  bondholo 
watched  their  $400  million  in  junk  be 
dive  to  $50  million.  Fruehauf  Corp. 
Insilco  were  two  other  Merrill  deals 


MINELLA  AND  BERENSON:  THE  DUO  DRIVING  THE  FORAY  INTO  JUNK  BONDS 


Moody's  lowered  its  rating  on  R)K  debt. 

Minella  and  Berenson  are  a  close-knit 
team.  Minella  provides  the  sales  and 
trading  savvy  and  is  the  more  public  of 
the  two.  The  40-year-old  enjoys  pointing 
out  that  he,  like  Mike  Milken,  was  a 
head  cheerleader  in  high  school,  gradu- 
ated from  the  University  of  California  at 
Berkeley,  and  got  an  .MBA  from  Wharton 
School.  Minella,  who  also  earned  a  law 
degree  from  Cornell,  began  at  Merrill  in 
1976.  Berenson,  39,  concentrates  on  deal 


The  odds  are  against  Menill: 
It  could  get  squeezed  by 

declining  profits  and  waning 
junk-bond  market  values 


became  victims  of  overleverage. 
bondholders  felt  cheated  when  $175 
lion  in  the  successful  LBO  of  Am 
Corp.  was  paid  out  to  Merrill's  LBO 
instead  of  the  bondholders.  "Mine 
record  is  as  bad  or  as  good  as  any 
er,"  says  another  competitor. 

De-spite  such  pitfalls,  Minella  and  ' 
enson  are  upbeat  about  the  opport 
ties  in  undervalued  junk  bonds.  " 
real  smart  money  is  trying  to  figure 
how  and  when  to  take  advantage  of 
market,"  says  Berenson.  The  two 
working  hard  to  recruit  new  junk-b 
buyers  from  traditional  equity  play 
such  as  LBO  firms.  Minella  compare; 
vesting  in  the  junk  market  to  catcl 
an  anvil  that  has  dropped  out  a  win- 
onto  a  sidewalk.  "It  hasn't  bounced 
but  it's  just  about  to,"  he  says, 
question  is:  Do  anvils  bounce? 

Bi/  Leah  J.  Nathans  in  New  3 
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ED  FORSTMANN  DOESN'T 
m  TO  SAY  'I  TOLD  YOU  SO' 


the  junk  critic  is  having  trouble  selling  liis  new  buyout  fund 


Iheodore  J.  Forstmann  broke  out 
the  good  stuff  on  Feb.  13.  Along 
with  about  250  friends,  the  lever- 
-buyout  specialist  sipped  Dom  Per- 
1  all  evening  at  New  York's  Pierre 
1.  They  were  celebrating  his  50th 
day.  As  it  happened,  Forstmann's 
firm  had  also  just  clinched  its  first 
in  nearly  two  years:  Forstmann  Lit- 
&  Co.  agreed  to  join  Gulfstream 
)space  Corp.  Chairman  Allen  E. 
son  in  an  $825  million  buyout  of  the 
less-jet  maker.  There  was  one  other 
I  news  that  made  this  13th  special 
Porstmann:  Drexel  Burnham  Lani- 
Inc,  his  nemesis  for  years, 
teetering  on  the  brink  of 
pse. 

)body  could  blame  Forst- 
Q  for  gloating.  For  years,  he 
railed  against  junk  bonds, 
ching  that  their  use  in  LBOs 
led  dealmakers  to  bid  up 
;s  beyond  reason.  He  is  near 
3maniacal  on  the  subject, 
his  tirades — including  edito- 
in  major  newspapers — have 
him  patronizing  smiles  as 
as  enemies  in  the  financial 
d.  But  to  Ted  Forstmann, 
eel's  bankruptcy  filing  on 
14  means  more  than  just 
ication.  He  also  hopes  to 
some  real  benefits. 
5  the  junk-bond  junkies 
ggle  to  raise  money,  Forst- 


mann says,  buyout  prices  will  fall  to 
more  reasonable  levels.  "We've  gotten 
to  the  point  where  people  with  real  mon- 
ey" can  do  buyouts,  he  says  triumphant- 
ly. Forstmann,  who  labels  junk  bonds 
"fake  wampum,"  has  a  pool  of  more 
than  $2  billion  in  investors'  funds  ready 
for  buyouts.  He  also  is  trying  to  build  a 
new,  $2  billion  war  chest  to  buy  equity 
stakes  in  companies  that  must  restruc- 
ture their  heavy  junk-bond  loads.  He  de- 
clines to  comment  on  the  new  fund,  cit- 
ing Securities  &  Exchange  Commission 
regulations.  Still,  in  a  phone  interview 
from  the  Beverly  Hills  Hotel,  where  he 


FORSTMANN'S  BIG  DEALS 

Since  1978,  Forstniauu  Little  &  Co.  has  completed  14  lever- 
aged buyouts  worth  more  than  $7 billion.  Some  highlights: 

DR  PEPPER  Paid  $650  million  for  the  soft-drink  concern  in 
1984.  Sold  off  $462  million  worth  of  smaller  assets.  The 
rest  went  to  several  investors  in  1986  for  $416  million 

TOPPS  Took  this  baseball-card  maker  private  for  $98  inil- 
lion  in  1984.  Through  two  public  offerings  and  a  recapital- 
ization, Forstmann's  group  reaped  $204  million,  and  Forst- 
mann still  owns  55%  of  Topps 

LEAR  SIECLER  Bought  out  the  aerospace  and  industrial 
concern  for  $2.1  billion  in  1986.  Has  since  sold  off  more 
than  $1.5  billion  worth  of  subsidiaries 

GULFSTREAM  AEROSPACE  In  February,  1990,  joined  Chair- 
man Allen  Paulson  in  $825  million  deal,  which  will  be  LBO 
No.  15.  May  also  buy  Learjet  for  $60  million 


DATA;  FORSTMANN  LiniE  &  CO. 


stopped  for  business  en  route  to  his  As- 
pen ski  lodge,  Forstmann  couldn't  resist 
sneaking  in  a  few  words  about  it.  "Dele- 
veraging  is  one  of  the  things  that  inter- 
ests us,"  he  hinted. 

But  raising  new  money  has  been 
tougher  than  expected.  Because  Forst- 
mann has  barely  made  a  dent  in  a  $2.7 
billion  fund  he  raised  three  years  ago, 
several  fund  managers  say  that  poten- 
tial investors  have  balked  at  the  new 
fund.  Forstmann  has  decided  to  raise  $1 
billion  to  $2  billion  less  than  originally 
planned.  Bowing  to  pressure  from  pen- 
sion managers,  he  has  chopped  his  man- 
agement fee  on  unused  funds  to  0.257< 
from  1.5%.  And  he  recently  issued  a  re- 
vised offering  that  would  allow  inves- 
tors to  shift  up  to  50%  of  their  money 
from  the  old  fund  into  the  new. 
'FINANCIAL  RIDDLE.'  Either  way,  Forst- 
mann is  relieved  to  be  back  in  action.  In 
the  early  1980s,  he  bought  an  average  of 
nearly  two  companies  a  year,  including 
Dr  Pepper  Co.  and  Topps  Co.  in  1984. 
But  things  got  tougher  as  junk-bond  fi- 
nancing helped  dealmakers  push  prices 
ever  higher.  After  Forstmann  assembled 
his  fourth  LBO  pool  in  May,  1987,  he  de- 
cided prices  had  become  outrageous  and 
he  mainly  sat  on  the  sidelines  with  the 
$2.7  billion  fund.  So  far,  investors  have 
been  patient.  But  "my  guys  don't  even 
consider  him  a  player  anymore,"  sniffs 
one  LBO  artist's  public  relations  man. 
Others  praise  Forstmann's  restraint. 
With  the  benefit  of  hindsight,  says  Rob- 
ert J.  Edgreen,  president  of  LBO  firm  KD 
Equities,  "he  certainly  looks  very  good 
right  now." 

With  junk  bonds  in  the  doghouse,  one 
might  think  Forstmann  would  tire  of 
railing  against  them.  Yet  he  can't  stop. 
He  still  puffs  with  pride  when  he  re- 
members his  Wall  Street  Journal  opin- 
ion piece  two  years  ago.  "If  you  read  my 
editorial  carefully,"  he  says,  "you'll  see 
there  were  some  pretty  good  lines  in 
His  favorite:  "Surely,  when  the 
history  books  are  written,  the 
reason  so  many  investors  bought 
these  bonds  will  be  the  financial 
riddle  of  our  age." 

Some  say  his  diatribes  are  sim- 
ply moral  posturing.  His  real 
concern,  they  say,  was  being 
beaten  at  a  game  he  helped  cre- 
ate. Critics  were  particularly  in- 
censed when  Forstmann  went  to 
Washington  last  year  to  lobby 
for  legislation  against  certain 
types  of  junk  bonds — something 
he  had  opposed  just  the  year  be- 
fore. Clearly,  he  craves  the  lime- 
light. Although  his  movements 
have  been  as  widely  chronicled 
as  anyone's  in  the  business,  with 
the  exception  of  Henry  R.  Kra- 
vis  of  Kohlberg  Kravis  Roberts 
&  Co.,  he  complains  that  the 


there. 
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press  has  all  but  ignored  him.  Kravis  is 
an  especially  touchy  subject.  Asked 
about  reports  that  he  is  jealous  of  his 
archrival's  success,  Forstmann  responds: 
"I'm  going  to  hit  you  in  the  teeth." 

He  was  joking.  But  being  No.  1  is 
something  he  takes  very  seriously. 
Growing  up  in  posh  Greenwich,  Conn., 
one  of  six  children,  he  was  an  average 
student  but  a  fierce  competitor  in  sports. 
By  16,  Forstmann  was  a  high-ranked 
amateur  tennis  player.  At  Yale,  he  was  a 
star  hockey  goalie.  He  earned  a  law  de- 
gree at  Columbia  University  and  then 
held  a  number  of  jobs  in  law  and  invest- 
ment banking.  None  made  him  especially 
famous.  "This  happens  in  many  men's 
lives,"  says  his  brother  Nicholas  C. 
Forstmann.  "He  did  a  number  of  things 
very,  very  well,  all  of  which  came  into 
focus  12  years  ago." 
BASIC  BLUEPRINT.  In  1978,  Ted,  his  broth- 
er Nick,  and  investment  banker  Wm. 
Brian  Little  formed  Forstmann  Little  & 
Co.,  one  of  the  first  LBO  firms  on  Wall 
Street.  They  each  share  in  all  aspects  of 
running  the  firm,  but  Ted's  specialty  is 
raising  money  from  pension  funds  and 
rich  individuals.  Nick's  strength  is 
number-crunching,  and  Little  is  the 
chief  deal  strategist.  Three  more  part- 
ners have  joined  the  firm  in  recent 
years. 

Not  including  the  Gulfstream  deal,  the 
firm  has  completed  14  buyouts  worth 
more  than  $7  billion.  No  two  are  alike, 
but  Forstmann  Little's  deals  do  follow  a 
basic  blueprint.  They  generally  give 
management  a  stake  of  about  20'  ;,  and 
the  firm  usually  contributes  a  hefty  40^< 
to  bO'  e  of  the  purchase  capital  in  a  com- 
bination of  equity  and  subordinated 
debt.  The  rest  is  borrowed  from  banks. 
Forstmann  says  his  firm  has  provided 
investors  in  its  equity  fund  average  com- 
pounded annual  returns  of  85'^^^  since 
1978.  Investors  in  an  equity  and  subordi- 
nated debt  fund  have  gotten  an  average 
compounded  return  of  33'  ^ .  Forstmann 
has  reaped  tens  of  millions  in  the  pro- 
cess, helping  him  buy  a  Fifth  Avenue 
apartment  in  New  York,  a  Southampton 
beach  house,  and  the  Aspen  ski  lodge. 

He  won't  have  much  time  for  Aspen  in 
the  months  ahead.  He'll  be  hard  at  work 
on  his  new  fund,  the  Strategic  Equity 
Partnership.  In  exchange  for  cash  that 
may  be  used  to  recapitalize  or  fend  off  a 
takeover,  according  to  pension  managers 
who  have  seen  offering  documents,  the 
firm  will  seek  to  win  board  representa- 
tion and  a  piece  of  various  debt-choked 
companies.  Forstmann  believes  there 
will  be  no  shortage  of  struggling  compa- 
nies to  invest  in.  In  many  cases,  he  can 
thank  Drexel  and  the  rest  of  the  junk- 
bond  crowd  for  that.  But  he  had  best  not 
begin  celebrating  until  he  raises  the 
money. 

By  Andrea  Rothman  in  New  York 


MARKETS  &  INVESTMENTS! 


THE  LIONS  OF  SHORT-SELLING 
POUNCE  ON  JUNK  BONDS 


And  the  Feshbachs  aren't  alone  in  the  search  for  overpriced  issi 


Value  investing  is  all  the  rage  on 
Wall  Street,  so  it's  not  surprising 
that  attention  lately  has  focused 
on  the  most  unloved  securities  of  them 
all — ^junk  bonds.  But  new  investors  in 
junk  may  be  in  for  an  unpleasant  sur- 
prise: The  bonds  are  attracting  the  at- 
tention of  short-sellers,  including  the 
biggest  shorts  of  them  all,  the  Feshbach 
brothers  of  California. 

The  Feshbachs  are  launching  an  in- 
vestment vehicle — aptly  named  Junk- 
yard Partners — aimed  exclusively  at 
junk  bonds,  and  they  and  other  short- 
sellers  have  been  quiet- 
ly taking  positions  in 
junk  in  recent  months. 
That's  sobering  news 
for  the  nascent  efforts 
to  revive  the  junk  mar- 
ket. Short-sellers  sell 
borrowed  securities  in 
the  hope  of  replacing 
them  at  a  lower  price, 
and  such  trades  can  de- 
press the  price  of  secu- 
rities that  are  thinly 
traded,  as  are  most 
junk  bonds.  Critics  have 
argued  that  the  junk  market  was 
propped  up  by  Drexel  Burnham  Lambert 
Inc. — and  if  so,  short-sellers  will  have  a 
field  day  ferreting  out  overpriced  junk. 
"It's  a  generally  inefficient  market,  and 
now  it's  gotten  even  wilder"  in  the  wake 
of  Drexel's  demise,  says  Joseph  Fesh- 
bach, who,  with  his  brothers  Kurt  and 
Matthew,  runs  $500  million  in  stock  port- 
folios that  are  95'f  short,  making  them 
the  nation's  No.  1  short-sellers. 
TESTING  THE  WATERS.  Junkyard  Partners 
will  be  able  to  buy  junk  as  well  as  sell  it 
short,  but  the  flamboyant  brethren  are 
best  known  for  rooting  out  companies 
whose  shares  are  egregiously  over- 
valued. Short-selling  is  tough  in  a  rising 
market,  and  their  portfolios  gained 
15.3'-;  in  1989,  vs.  27.3'^  for  the  Standard 
&  Poor's  500-stock  index.  It  was  the  first 
time  they  did  not  beat  the  S&P  since  set- 
ting up  shop  in  1982. 

The  Feshbachs  tested  the  junk-bond 
waters  last  year,  joined  by  other  profes- 
sional short-sellers.  One  prominent 
short,  who  requested  anonymity,  says 
that  107c  to  15'/f  of  his  total  short  posi- 
tions consists  of  high-yield  issues  and 
have  included  the  junk  bonds  issued  by 


Texas  Air  Corp.  and  Donald  Trump's 
lantic  City  casinos.  The  Feshbachs' 
ter  picks  included  Circle  K  Coi-p.  boi 
which  were  shorted  at  an  average  p 
of  $63  and  now  trade  at  about  $22, 
Bank  of  New  England,  shorted  at 
and  now  at  $28.  As  a  result  of  the 
cess  of  such  investments,  the  Feshb; 
decided  to  set  up  Junkyard  Partners 
will  be  headed  by  Richard  J.  Augus 
former  vice-president  of  institutic 
sales  and  trading  at  Merrill  Lynch  & 
The  Feshbachs  are  known  for  dogj 
ly  researching  little-known  compar 
and  the  high-yield 
ket  would  seem  ripe 
I  heir  brand  of  inten 
I'esearch.  "We  think 
can  take  the  rese; 
discipline  and  apply 
junk  bonds,"  says 
gustus,  who  says 
the  junk  bonds  of 
lied,  Federated, 
Harcourt  Brace  Jov 
vich  are  among  the 
sues  being  evalua 
Joseph  Feshbach  s 
it's  too  early  to  say 
extent  to  which  the  fund  will  be  lon#.^ik 


short,  but  one  thing  is  for  sure — plaj 
the  junk  market  will  not  be  a  buy 
hold  proposition.  Feshbach  expects 
the  partnership's  time  horizon  will 
short,  with  an  emphasis  on,  among  o 
things,  junk  issues  that  are  likely  to 
fault  in  six  months  to  a  year. 

The  riskiest  bonds,  however,  tenc 
pay  the  highest  coupon  rates — often 
to  20/'.  Short-sellers  must  make  inte 
payments  to  the  owners  of  borro 
bonds,  so  such  junk  would  have  to 
cline  207  a  year  for  a  short-seller  jus 
break  even.  Poor  liquidity  make 
tough  for  shorts  to  cover  their  junk  \ 
tions  when  they  want  to  get  out. 
executing  a  junk  sale,  short  or  1( 
means  finding  junk  buyers,  an  en( 
gered  species  nowadays.  "Sometir|l--.!si 
I'll  get  a  quote  from  a  dealer  of 
and  $82  ask,  and  I'll  say,  '0.  K.,  s4 
million  at  80,'  "  says  a  major  brokera, 
head  trader.  "But  then,  they  say  it 
'only  a  quote.'  They  don't  want  to 
the  bonds."  With  the  Feshbachs  ey* 
the  junk  market,  who  can  blame  the 
By  Maria  Shao  in  San  Francisco 
Gary  Weiss  in  Neiv  York 
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Fit 


3ENE  G.  MARCIAL 


[IMAN-MARCUS: 
1 DRESSED-UP  AND 
lADY  TO  GO? 


■he  Neiman-Marcus  Group,  which 
owns  the  upscale,  high-fashion 
Neiman-Marcus  specialty  stores 
New  York's  Bergdorf  Goodman, 
been  getting  shabby  treatment  on 
1  Street.  Since  being  spun  off  by 
ter  Hawley  Hale  Stores  in  1987, 
'n  the  stock  hit  a  high  of  45,  Nei- 
i  has  been  in  a  downdraft,  tumbling 
,  low  of  16  last  year,  where  it  still 
les. 

ut  if  some  of  the  smart-money 
vd  is  right,  the  stock  is  set  to  start 
ping  soon.  The  pros  are  buying  for 
reasons:  They  expect  operations 
earnings  to  show  a  dramatic  im- 
/■ement,  and  more  important,  they 
sve  that  General  Cinema,  which 
IS  59.9%  of  Neiman's  stock,  will  fi- 
y  make  a  move  to  acquire  the  rest 
the  company.  A  General  Cinema 
<esman  declined  comment, 
eneral  Cinema  obtained  the  huge 
:e  through  its  holdings  of  4  million 
imon  shares  and  1  million  preferred 
res  in  Carter  Hawley  Hale,  which 
e  General  Cinema  a  44%  voting — 
thus  a  controlling — interest  in  Nei- 
1  after  the  spinoff. 
I'ith  that.  General  Cinema  Chairman 
lard  Smith,  who  also  assumed  the 
itions  of  chairman  and  CEO  of  Nei- 
1  in  1987,  has  been  busy  streamlin- 
its  management  and  marketing  op- 
tions. He  has  also  earmarked  more 
1  $120  million  for  the  expansion  of 
man,  which  currently  operates  250 
■es,  including  22  Neiman  Marcuses 
L9  cities,  Bergdorf  Goodman,  and 
Contempo  Casuals  in  29  states, 
[ivestment  manager  Jim  Awad, 
sident  of  BMI  Capital,  is  convinced 
t  General  Cinema's  ultimate  plan  is 
acquire  Neiman.  He  thinks  that 
th  sees  the  merchant  as  underval- 
,  partly  because  retail  stocks  in 
eral  are  currently  depressed. 
GHT  OF  FASHION.  Awad  believes 
t,  given  Smith's  plans  for  Neiman, 
retailer  could  be  a  strong  leader  in 
industry  in  the  1990s.  It's  certainly 
most  important  contributor  to  Gen- 
1  Cinema's  cash  flow  and  earnings, 
ounting  for  about  90%'  of  General 
ema's  operating  profits, 
everal  analysts  put  Neiman's  value 
525  a  share  based  on  its  potential  for 
tained  earnings  growth  and  cash 


NEIMAN-MARCUS  IS 
STUCK  IN  THE  BASEMENT 
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flow.  And  Awad  thinks  the  stock  could 
command  an  even  higher  price  in  a 
takeover.  Per-share  earnings,  which 
were  3(t  in  the  year  that  ended  July  31, 
1989,  are  expected  to  jump  to  ISif  this 
year  and  to  60$  in  1991,  according  to 
Hugh  Zurkuhlen,  an  analyst  at  Salo- 
mon Brothers.  He  expects  Neiman's 
operating  cash  flow  to  rise  to  $150  mil- 
lion this  year  and  then  to  $185  million 
in  1991  from  last  year's  $125  million. 


A  SPORTING  PLAY 
IN  TOKYO 


ike  Tyson  clearly  would  rather 
1  forget  Korakuen's  Tokyo 
iDome,  where  he  lost  his 
heavyweight  boxing  title  to  Buster 
Douglas.  But  the  all-weather  stadium 
has  attracted  more  than  11  million  peo- 
ple to  big-ticket  sporting  and  entertain- 
ment events  since  it  opened  two  years 
ago,  and  according  to  investment  man- 
ager Scott  Black,  Korakuen  is  one  of 
the  best  ways  to  participate  in  the  To- 
kyo stock  market. 

Black  is  the  president  of  Delphi  Man- 
agement in  Boston,  which  shepherds 
some  $900  million  in  client  funds.  And 
the  recent  slide  in  Tokyo  stock  prices, 
in  part  because  of  rising  interest  rates, 
doesn't  worry  him.  He  has  been  accu- 
mulating American  Depositary  Re- 
ceipts (ADRs)  of  Korakuen.  They  trade 
here  over  the  counter,  with  one  ADR 
representing  10  Korakuen  shares,  for 
$302  per  ADR.  (While  shares  that  trade 
on  the  Tokyo  Stock  Exchange  can  be 
purchased  directly,  it's  not  easy  to  find 
a  broker  who's  well  versed  in  the  pro- 
cedures and  currency  calculations  nec- 
essary— and  those  who  are,  charge 


dearly  for  it.  So  the  easiest  way  for 
Americans  to  invest  is  through  adrs.) 

Black,  who  scouts  for  undervalued, 
asset-rich  companies,  figures  that  Kor- 
akuen's assets  give  it  a  value  of  about 
$880  a  share.  Korakuen's  Leisure  Land 
entertainment  complex  in  the  heart  of 
Tokyo  operates  nine  resort  hotels,  sev- 
eral restaurants,  and  an  amusement 
park  that  offers  several  bowling  alleys, 
football  and  baseball  fields,  and  other 
sports  arenas.  Black  says  earnings 
have  been  growing  about  20%  a  year, 
and  he  expects  that  pace  to  continue. 

He  also  points  out  that  the  Tokyo 
stock  market  is  shifting  its  focus  from 
export-oriented  companies  to  domestic- 
demand  industries  such  as  leisure  and 
entertainment.  And  he  believes  that 
once  some  signs  of  an  easing  in  inter- 
est rates  show  up,  asset-rich  stocks 
will  come  back  like  champions. 


BETTING  THAT  A  UAL 
DEAL  WILL  FLY 


Speculators  in  UAL  shares  have  to 
be  among  the  most  frazzled  on 
the  Street.  The  stock  has  been 
like  a  yo-yo — spinning  up  to  a  high  of 
$294  a  share  last  year  before  rolling 
down  to  as  low  as  $111  as  the  pros- 
pects for  a  buyout  suddenly  vanished. 
Recently,  UAL  has  been  fluctuating  be- 
tween $155  and  $127  a  share. 

Some  investors  are  looking  at  the 
options  market  for  a  clue  to  the  stock's 
potential.  Bernie  Schaeffer,  chief  ana- 
lyst of  Investment  Research  Institute's 
Market  Intelligence  Fax  Service,  has 
detected  heavy  buying  of  UAL  call  op- 
tions, especially  the  ual  August  $130 
call.  That  option  gives  an  investor  the 
right  to  buy  UAL  stock  at  $130  a  share 
anytime  before  Aug.  18,  1990.  So  if  the 
stock  doesn't  go  above  130  by  that 
date,  the  option  will  be  worthless. 

UAL  was  trading  at  127  during  the 
two  weeks  in  February  when  most  of 
the  6,800  contracts  that  have  been  sold 
were  snatched  up.  The  option  was  then 
selling  for  $35.  That  means  the  stock 
has  to  hit  $165  for  those  buyers  to 
break  even.  Each  option  contract  repre- 
sents the  right  to  buy  100  shares  and 
therefore  costs  $3,500.  So,  Schaeffer 
notes,  the  accumulation  means  that  in- 
vestoi's  have  bet  more  than  $23  million 
that  a  buyout  will  send  ual  soaring  to 
well  above  $165  a  share. 

Paul  Tierney,  one  of  the  three  princi- 
pals in  Coniston  Partners,  which  has 
an  11.8%  stake,  says  he's  encouraged 
by  the  continued  efforts  of  UAL's  three 
unions  to  forge  a  buyout  agreement. 
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Introducing  the  new  Toshiba  2230  Turbo.  The  first  turbocharged  copier  in  history. ' 
Beneath  its  sleek  exterior  is  a  copying  system  so  remarkable  it's  actually  patented. 

With  it,  you  can  produce  22  copies  a  minute.  Or  hit  the  turbo  button  and  turn  out 
30  copies  a  minute.  So  now  you  have  the  power  to  work  40%  more  efficiently.  While  using 
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i3%  less  toner.  And  what's  even  more  revolutionary,  we've  managed  to  do  it  all 

vithout  turbocharging  the  price.  

To  arrange  for  a  free  demonstration,  just  call  1-800-GO-TOSHIBA.  jj^  worlds  first 
Then  hang  on.  Tight.  2-speed  copier 

In  Touch  with  Tomorrow 

TOSHIBA 

Copier  Systems 
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DOUBLE  WHAMMY:  COMPUTER  SERVICE  DEPARTMENTS  ARE  GETTING  FEWER  CALLS— AND  MORE  JOBS  ARE  GOING  TO  IBM  OR  DEC 


Owen  Brant  is  sending  a  chill 
through  the  computer  industry. 
Two  years  ago,  while  running 
the  data  processing  center  at  Blue 
Cross/Blue  Shield  of  Ohio,  Brant 
slashed  $125,000  from  his  budget.  It  was 
easy:  The  hundreds  of  new  computer 
terminals  at  Blue  Cross  were  so  much 
more  reliable  than  older  ones — and  so 
much  cheaper — that  he  figured  he  didn't 
need  to  buy  costly  annual  maintenance 
contracts  for  them.  Now,  he's  preparing 
similar  cutbacks  at  Foundation  Health 
Corp.,  a  Sacramento  (Calif.)  health  main- 
tenance organization  where  he's  vice- 
president  for  management  information 
systems. 

Such  cutbacks  may  be  welcome 
economies  for  corporations,  but 
for  computer  makers,  they  spell 
trouble.  Keeping  computers  in 
working  order  is  a  big  business: 
At  IBM,  maintenance  fees  account- 
ed for  about  $7.4  billion  of  its  $63 
billion   in  revenues   last  year. 
They  contributed  as  much  as 
$3.15  billion  of  Digital  Equi,^ 
ment  Corp.'s  $12.7  billion  ii 
revenues  in  the  year  ended  las  i 
June.  And  with  gross  margiii.s 
of  as  much  as  50%,  mainte- 
nance can  be  more  profit- 
able than  selling  computer 


hardware.  But  demand  for  maintenance 
is  weakening.  Ledgeway  Group  Inc.,  a 
Lexington  (Mass.)  market  researcher, 
predicts  that  worldwide  computer-main- 
tenance revenues  will  grow  by  only  1.7% 
a  year  through  1993.  That  has  prompted 
computer  makers  to  go  after  one  anoth- 
er's customers — and  has  transformed 
maintenance  into  one  of  the  most  cut- 
throat segments  of  the  industry. 

Until  recently,  maintenance  was  a  rel- 
atively simple  business.  Customers 
bought  service  contracts  for  new  com- 
puters pretty  much  automatically,  which 
made  maintenance  a  golden  annuity — a 
steady  stream  of  cash  and  profits  that 


THE  SHIFT  AWAY 
FROM  HARDWARE  MAINTENANCE 

WORLDWIDE  SPENDING  FOR  MAINTFNANCE 
ON  COMPUTER  SYSTEMS 
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computer  makers  could  count  onj 
years  to  come. 

But  the  maintenance  equation 
changed  considerably.  Many  more 
puters  are  in  use  today,  but  for  a  va| 
of  reasons,  they  are  much  more  relj 
than  their  predecessors  (page 
Thanks  to  efforts  by  suppliers  tc 
prove  quality,  even  peripherals  sue 
printers  and  disk  drives  with  intrl 
moving  parts  survive  with  less  ser 
"Uptime  over  the  past  10  years  has 
from  95%  to  99.5%,"  says  Richaij 
Crane,  Gillette  Co.'s  director  of  sysj 
operations  and  telecommunications^ 
provements  in  reliability  and  intens 
competition  for  service  reve 
have  foi'ced  suppliers  to  cut 
tenance  prices.  Since  1977, 
monthly  service  fee  for  a  j 
minicomputer  costing  $250,00(| 
fallen  from  $1,700  to  $97J 
though  today's  fee  covers 
tenance  of  the  basic  VAX 
ware,  too. 

As  a  result,  customers! 
used  to  set  aside  lO/T 
equipment  costs  for  mz 
nance  each  year  now  sjj 
only  3%  to  4%,  accordinj 
analysts.  And  that  figure] 
fall  even  further  as  more 
is  shifted  to  inexpensive  n| 


1993  PROJEaED  WORLDWIDE  REVENUES 
$66.6  BILLION 
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bOU  reasons 
to  leave  ATSSC 

Choose  MCI  800  Service'"  for  reasons  like 
Direct  Termination  Overflow'"  (DTO),  one 
of  our  advanced  routing  features.  If  your 
dedicated  MCI  800  lines  are  jammed  with 
customers,  the  extra  calls  will  be  automatically 
switched  onto  your  regular  business  lines. 
Something  AT&T  doesn't  do  for  you. 

Another  good  reason  to  choose  MCI  800 
Service  is  itemized  Call  Detail.  Unlike  AT&T, 
we  offer  it  to  all  our  customers.  And  MCI's 
Call  Detail  provides  the  complete  phone 
number  of  virtually  every  call.  Imagine  what 
you  could  do  with  that  information. 

And  only  MCP  can  offer  your  business 
real-time  calling  number  identification  today, 
using  the  standard  signaling  technology  you 
already  have.  So  you  can  help  your  customers 
faster  than  ever  before. 

But  some  of  the  best  reasons  to  choose 
MCI  800  Service  are  unsurpassed  call  quality 
and  MCI  specialists  who  will  customize  our 
800  service  to  your  needs  and  be  there  to  an- 
swer questions,  24  hours  a  day  7  days  a  week. 

If  you  sign  up  now,  we'll  give  you  a  spe- 
cial credit  *  just  for  switching,  plus  a  satisfac- 
tion guarantee.  If  you're  not  completely  satis- 
fied, we'll  pay  to  re-install  you  to  your  old 
carrier. 

For  even  more  reasons  to  switch,  contact 
your  MCI  Account  Representative  or  call 
1-800-888-0800. 


MCI 

Let  us  show  you. 
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computers.  Already,  many  major  corpo- 
rations don't  bother  with  maintenance 
contracts  for  personal  computers.  Says 
John  Doggett,  director  of  telecommuni- 
cations at  Bank  of  Boston  Corp.:  "It's 
getting  to  the  point  where  they're  cheap- 
er to  chuck  than  repair." 
BAD  BET.  The  problem  for  computer 
makers  is  that  they  have  been  planning 
to  get  more  revenue  and  profits  from 
maintenance  and  other  services,  not  less. 
Selling  services  is  an  obvious  move  as 
revenue  growth  from  equipment  sales 
slows  and  margins  on  hardware  shrink. 
Faced  with  a  depressed  hardware  mar- 
ket, minicomputer  makers  have  been 
particularly  interested:  By  last  year, 
Wang  Laboratories  Inc.  had  boosted  ser- 
vices to  407'  of  revenues,  up  from  327f  in 
1987.  But  the  growth  has  ended:  Its  ser- 
vice revenue  in  the  quarter  ended  Dec. 
31  was  $27.8  million  lower  than  it  was 
for  the  year-earlier  quarter.  At  Data 
General,  service  revenues  fell  4'  '  during 
the  last  half  of  1989  despite  a  1.57'  rise 
in  equipment  sales. 

What's  bad  for  Wang  and  Dati  Gener- 
al has  been  near-lethal  for  companies 
whose  entire  business  is  servicing  com- 
puters. Revenues  at  the  top  three  inde- 
pendent maintenance  companies — Gener- 
al Electric,  Bell  Atlantic's  Sorbus,  and 
TRW's  Customer  Service  Div. — suffered 
a  combined  sales  decline  of  $128  million 
from  1987  to  1989,  according  to 
Ledgeway  Group.  Some  have  simply  giv- 
en up:  Control  Data  Corp.  sold  its  third- 
party  business  in  December,  and  Mc- 
Donnell Douglas  has  had  its  Field 
Service  Co.  on  the  block  since  July. 

Both  minicomputer  companies  and  in- 
dependents have  been  caught  in  the 
crossfire  as  IBM  and  dec  have  sought 
new  business  for  their  extensive  field- 
service  forces.  IBM  began  bolstering  its 


sagging  maintenance  business  in  1986 
with  a  simplified  contract  that  effective- 
ly slashed  fees  by  217.  That  dropped  its 
annual  U.  S.  maintenance  revenues  by 
$900  million  from  1986  to  1988.  But  it 
helped  Big  Blue  win  back  many  custom- 
ers who  had  defected  to  the  indepen- 
dents. The  company  made  an  even 
bolder  move  in  August,  1988,  when  IBM 
informed  customers  that  its  National 
Service  Div.  would  handle  maintenance 
for  just  about  any  computer — no  matter 
what  brand.  If  the  strategy  works,  IBM's 
growth  in  computer  maintenance  will 
come  largely  at  its  rivals'  expense. 
DEC  is  taking  the  same  tack.  It  now 


Customers  who  used  to  set 
aside  10%  of  equipment  costs 
for  maintenance 
now  spend  only  3%  to  4% 


services  many  non-DEC  workstations  and 
PCs  that  attach  to  networks  controlled 
by  its  \\\X  minicomputers.  At  Aetna  Life 
&  Casualty,  DEC  recently  agreed  to 
maintain  more  than  1,000  Apple  Comput- 
er Inc.  Macintoshes  at  50  regional  sales 
offices.  DEC  says  that  fixing  other 
brands  of  computers  now  accounts  for 
nearly  107  of  its  total  maintenance  reve- 
nues. Such  poaching  "upsets  the  market 
order,"  says  George  R.  Gazerwitz,  vice- 
president  for  service  marketing  at  Uni- 
sys Corp.  "I  go  after  their  customers, 
they  go  after  mine,  and  we  all  lose  mon- 
ey." Indeed,  Unisys'  profit  margin  on 
maintenance  fell  three  points  from  1987 
to  1988,  to  427,  according  to  Ledgeway. 
For  the  winners,  a  few  points  of  mar- 


m 
ml 


gin  may  not  matter.  Landing  contil 
for  maintenance  and  related  service; 
lead  to  hardware  deals,  too.  By  agre 
to  maintain  Aetna's  Macs,  for  exanj 
DEC  was  able  to  nail  down  a  contrac 
50  VAX  computers.  Moreover,  mih 
vice  personnel  constantly  visiting  a 
tomer's  premises,  a  computer  make 
catch  wind  of  upcoming  purchases 
before  rivals  do.  Analysts  say  tha' 
vantage  is  increasingly  important  a; 
placement  orders  become  a  bigger 
of  computer  spending. 

The  big  payoff,  they  add,  will  c 
from  establishing  strong  relations 
with  customers  who  can  then  be  sol 
array  of  services.  IBM's  mainten; 
unit  already  offers  to  help  custor 
design  and  build  data  centers,  plan 
works,  and  even  run  entire  computei 
partments.  "These  new  areas  are  g: 
ing  in  the  high  double  digits  or  bett 
says  Thomas  V.  Esposito,  the  ser 
unit's  vice-president  for  marketing, 
estimates  that  IBM  customers  a 
spend  some  $100  billion  a  year  on  s 
tasks.  "The  competition  is  customers 
ing  it  themselves,"  he  explains.  DEC  ; 
similar  services,  and  it  recently  he 
Boeing  Co.  design  a  factory  netv 
with  dec's  vaxs  and  other  computei 

Eventually,  fixing  broken  machii 
will  be  only  a  small  part  of  a  comp 
maker's  service  business.  Ledge 
Group  calculates  that  by  1993,  the  ( 
puter  industry's  total  service  revenu- 
including  maintenance,  network  des 
and  training — will  have  risen  to  $6 
lion,  up  from  $56  billion  in  1988. 
hardware  maintenance's  share  of 
will  have  fallen  from  Wo  to  697' — to 
billion.  It  appears  that  lots  of  data 
cessing  executives  plan  to  follovi^-jij 
Owen  Brant's  footsteps. 
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COMPUTER  REPAIRMEN 
ARE  GETTING  lONELY 


What's  behind  the  huge  im- 
provement in  computer  reli- 
ability? Incredibly  shrunken 
parts,  better  manufacturing,  and  the 
hot  breath  of  Japanese  rivals. 

Since  the  mid-1980s,  U.  S.  computer 
companies  have  been  on  an  all-out 
quality  kick.  One  reason  is  that  busi- 
nesses are  so  heavily  computerized 
that  they  can  barely  function  if  com- 
puters fail.  But  computer  makers  also 
fear  that  Japanese  competitors  could 
win  computers  the  same  way  they  won 
autos — by  continually  pushing  to  im- 
prove quality,  according  to  Jeffrey  F. 
Berg,  a  director  at  management  con- 
sultants  Pittiglio   Rabin   Todd  & 


McGrath.  Hitachi  Ltd.  has  already  won 
many  U.  S.  buyers  with  mainframe 
disk  drives  that  need  less  maintenance 
than  the  IBM  drives  they  replace. 
KEEPS  TICKING.  Still,  American  comput- 
ers are  more  reliable  than  ever:  Tandy 
Corp.  claims  that  its  clones  of  the  IBM 
PC  are  designed  to  run  30,000  hours 
without  a  failure.  That's  the  equivalent 
of  running  eight  hours  a  day  for  10 
years.  In  contrast,  says  George  B.  Kel- 
ler, executive  vice-president  of  the  As- 
sociation of  Field  Service  Managers  In- 
ternational, an  electronic  typewriter 
needs  service  "every  few  months." 

Computer  reliability  is  up  largely  be- 
cause the  number  of  parts  involved  is 


down.  Sun  Microsystems  Inc.'s  n 
Sparcstation  1,  for  instance,  is  f( 
times  faster  than  the  workstation 
replaces — but  it  uses  337  fewer  chi 
Just  one  chip,  for  example,  hand 
networking  functions  that  used  to 
quire  a  whole  circuit  board.  Chips  | 
mounted  more  securely,  too.  Nc 
they're  often  soldered  directly  oi 
boards,  not  just  plugged  into  sock' 
whose  grip  can  weaken  with  time. 

Even  when  parts  fail,  many  syste 
keep  chugging.  Such  "fault-tolerai 
computers  duplicate  key  parts:  If  1 
first  fails,  a  backup  goes  into  acti 
Some  mainframes  are  programmed 
phone  automatically  for  a  house  call 
the  first  sign  of  trouble.  Such 
proved  reliability  may  mean  low 
maintenance  revenues  for  compu 
makers,  but  it  also  means  keeping  c 
door  closed  to  an  awesome  competit 
B;/  Gary  Mc Williams  in  Bosi 
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I,  DOCTOR,  I  THINK  YOU  SHOULD 
(E  A  LOOK  AT  THIS  COMPUTER' 


It  sounds  like  something 
out  of  a  science-fiction 
film:  A  computer  model  of  a 
portion  of  the  human  brain 
has  become  so  realistic  that 
it  shows  signs  of  "life."  Af- 
ter recent  improvements, 
the  model  began  to  generate 
its  own  brain  waves — spon- 
taneously, without  being 
told  to  do  so.  That  stunned 
Dr.  Roger  Traub,  the  IBM 
tist  who  began  creating  the  model  10  years  ago  in  collabo- 
1  with  Columbia  University  researchers.  They  double- 
:ed  their  work  hundreds  of  times  to  be  sure  that  the 
:are  does,  in  fact,  exhibit  unprogrammed  behavior, 
e  model  is  designed  to  simulate  the  electrochemical  func- 
of  10,000  neurons  in  the  brain's  hippocampus,  a  region 
al  to  the  formation  of  memories.  The  hippocampus  is  also 
rigin  of  the  mysterious  signals  that  trigger  many  epilep- 
lizures — the  type  of  brain  wave  that  the  model  produces, 
aub  can  figure  out  why  his  model  generates  these  sig- 
it  might  point  to  a  treatment  or  cure  for  epilepsy, 
aversely,  the  research  indicates  that  future  artificial  neu- 
letworks,  if  patterned  more  closely  on  the  brain,  may 
c  high-level  brain  functions  better  than  today's  designs, 
enough  neurons — the  human  brain  has  billions  of  cells — 
king"  computers  might  really  do  just  that. 


rTING  THE  FINISHING  TOUCHES 
A  SAFE  BLOOD  SUPPLY 


Ithough  blood  testing  and  donor  screening  have  greatly 
reduced  the  risk  of  transmitting  diseases  via  transfu- 
,  some  bugs  still  slip  through,  including  the  viruses  re- 
iMe  for  hepatitis  and  AIDS.  But  their  days  may  be  num- 
1.  A  process  that  can  track  down  and  neutralize  the 
cy  critters  is  being  readied  for  market  by  Quadra  Logic 
nologies  (QLT),  a  Vancouver  company,  and  Baxter  Health- 
a  subsidiary  of  Baxter  International, 
e  blood-cleaning  system  will  use  QLT's  light-activated 
s.  They  latch  on  to  viruses  in  blood-collection  bags,  and 
I  the  bags  are  exposed  to  specific  wavelengths  of  light  the 
s  release  a  form  of  oxygen  that's  deadly  to  viruses  and 
iria:  It  perforates  their  protective  coatings,  rendering 
inactive.  Clinical  trials  will  begin  next  year — probably  for 
ing  platelets,  the  fraction  of  whole  blood  often  given  to 
ir  patients.  Because  their  immune  systems  are  weak, 
!  patients  are  highly  vulnerable  to  infections. 


E  LATEST  HOT  SUBJECT  ON  CAMPUS? 
rA-STORAGE  RESEARCH 


decade  ago,  the  U.  S.  didn't  have  a  single  university 
research  center  devoted  to  data-storage  technologies. 
,  it  has  four — plus  a  brand-new  one:  the  Data  Storage 
ims  Center  at  Carnegie  Mellon  University  in  Pittsburgh, 
being  seeded  with  almost  $2  million  from  the  National 
ice  Foundation,  which  may  plow  as  much  as  $14.6  million 
the  program  over  the  next  five  years. 


The  U.  S.  woke  up  to  the  strategic  importance  of  data  stor- 
age in  the  early  1980s.  For  years,  IBM  had  searched  for  a 
university  that  would  take  a  million-dollar  gift  to  launch  a 
data-storage  center.  Finally,  Big  Blue  sprung  loose  researcher 
Mark  H.  Kryder,  who  had  been  trying  to  give  away  the 
money.  He  joined  CMU's  faculty  and  started  its  industry-sup- 
ported Magnetic  Technology  Center  in  1983.  Three  other  uni- 
versities established  similar  centers  around  the  same  time. 

They  came  too  late  to  save  America's  floppy  disk-drive 
business.  While  the  U.  S.  retains  a  firm  grip  on  hard-disk 
drives,  that  industry,  too,  is  under  mounting  pressure  from 
Asian  producers — who  are  also  strong  in  optical  storage.  The 
data-storage  business  is  important,  Kryder  notes,  because  it 
accounts  for  20%  to  30%  of  total  computer  hardware  sales. 
And  the  market's  growth  exceeds  that  for  any  other  type  of 
computer  hardware,  including  workstations. 


A  COOL  IDEA  FOR  ADAPTING 
SUPERCONDUCTORS  TO  CHIPS 


The  race  to  turn  "warm"  superconductors  into  lightning- 
quick  computers  or  levitating  trains  has  become  a  labori- 
ous, slogging  marathon.  But  scientists  are  making  headway. 
In  the  latest  advance,  putting  superconducting  computer  cir- 
cuits on  standard  silicon  chips  appears  far  more  feasible  than 
before.  Researcher  Paul  Chu  at  the  University  of  Houston  has 
shown  that  ceramic  superconductors  can  be  manufactured  at 
much  lower  temperatures  than  heretofore  believed.  This 
should  allow  the  new  materials  to  be  laid  down  on  silicon 
without  damaging  the  delicate  semiconductor  substrate. 

Initially,  high-temperature  superconductors  were  made  by 
baking  exotic  recipes  at  more  than  450C  while  adding  oxygen. 
Then,  in  1988,  Russian  researchers  discovered  that  the  mix  will 
cook  at  lower  temperatures  if  a  halogen  gas  is  substituted  for 
the  oxygen.  Now,  Chu  has  found  that  one  halogen — chlorine — 
reduces  the  required  temperature  to  150C.  But  this  just  adds 
another  layer  of  mystery  to  the  enigma  surrounding  these 
materials:  No  one  knows  why  halogens  help  turn  ceramic 
mixtures  into  superconductors. 


THIS  STRESS  TEST  FOR  PIGS 
MAY  WEED  OUT  PATHETIC  PORK 


If  you  ever  had  a  soggy, 
bland  pork  chop,  it  probably 
came  from  a  stressed-out  pig. 
On  today's  fast-track  pig 
farms,  the  stress  gets  pretty 
intense,  and  that  can  affect 
the  meat.  So  farmers  try  to 
weed  out  Type-A  hogs  by  ex- 
posing piglets  to  halothan,  a 
narcotic  gas.  In  animals  prone 
to  stress,  the  gas  causes  muscle  cramps.  But  the  test  is 
expensive — $16  a  head — and  at  best  spots  95%  of  problem  pigs. 

Now,  Gottfried  Brem,  a  researcher  at  West  Germany's  Mu- 
nich University  Gene  Center,  has  a  new  test.  It  uses  a  genetic- 
engineering  technique  called  restricted  fragment-length  poly- 
morphism, or  RFLP.  After  slicing  up  a  pig's  genetic  material 
with  the  help  of  enzymes,  a  genetic  probe  determines  whether 
the  animal  carries  the  gene  that  makes  it  stress-prone.  Brem 
expects  a  commercial  version  to  be  ready  in  about  two  years, 
and  he  predicts  that  it  will  be  both  cheaper  and  more  reliable 
than  halothan.  A  similar  screening  procedure  could  be  impor- 
tant for  human  medicine,  since  stress-susceptible  patients  un- 
dergoing an  operation  can  die  while  anesthetized. 
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"Custom  Publishing,"  from  McGraw-Hill.  What  an  extraordinary 
idea:  Give  our  teachers  tlie  ability  to  personally  customize  a  textbook 
to  match  their  curriculum  cuid  their  students'  needs.  Then  print 
and  ship  it  within  days.  The  textbook  will  never  be  the  same. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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'ANTISENSE':  A  DRUG  REVOLUTION 
IN  THE  MAKING 
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Companies  are  designing  compounds  to  seek  and  destroy  genes  that  carry  viruses — including  A' 


Lawrence  J.  Botticelli  has  a  problem. 
He's  in  charge  of  business  develop- 
ment for  ISIS  Pharmaceuticals,  a 
tiny  biotech  startup  that  will  run  out  of 
money  by  this  summer.  So  next  month, 
he's  going  out  for  a  second  round  of 
financing,  hoping  to  persuade  venture 
capitalists  to  cough  up  $10  million  more. 
The  problem?  Which  ones  to  turn  away. 

At  a  time  when  financing  has  been 
tight  for  small  development-stage  bio- 
tech companies,  ISIS  and  its  handful  of 


with  the  process  that  genes  use  to  cre- 
ate proteins.  And  that  could  be  dramati- 
cally more  effective  than  anything  has 
been  until  now  against  viruses  such  as 
HIV  and  herpes,  and  even  against  cancer. 

"Gene  targeting  is  the  inevitable  next 
step  in  human  therapeutics,"  says  Dr. 
Michael  L.  Riordan,  president  of  Gilead 
Sciences  Inc.  in  Foster  City,  Calif.  "We 
can  now  design  agents  that  can  read  and 
act  on  the  genetic  sequence,  the  source 
code  that  controls  how  a  human  works, 


tionary,  experts  say,  that  the  bi 
players  in  the  pharmaceuticals  buAjjiH 
are  keeping  a  close  eye  on  the  anti 
companies. 
VELCRO  BOND.  Essentially,  antiiiefiei 


s  are 


LEADING 
ANTISENSE  STARTUPS 


ISIS  FOUNDED 


HAi  HtS  PICK  OF  VENTURE  CAPITALISTS 


competitors  are  being  offered  more  mon- 
ey than  they  know  how  to  use.  And  it 
isn't  just  luck.  These  biotech  startups 
have  embarked  on  what  many  experts 
say  is  nothing  less  than  the  next  frontier 
of  drug  discovery. 

Most  drugs  work  by  attacking  pro- 
teins in  the  body  that  cause  disease.  But 
because  drugs  sometimes  fire  indiscrimi- 
nately, they  cause  unwanted  side  ef- 
fects, or  miss  some  or  all  of  their  tar- 
gets. Viruses,  moreover,  are  particularly 
adept  at  hiding  from  drugs  or  at  chang- 
ing enough  to  keep  them  at  bay.  Now, 
ISIS  and  others  are  trying  to  design  so- 
called  antisense  compounds,  which  keep 
the  bad  proteins  from  forming  in  the 
first  place.  They  do  this  by  interfering 


how  a  plant  works, 
how  a  disease  works." 
Gilead,  just  30  months 
old,  was  the  first 
among  four  antisense 
companies  that  together  have  garnered 
nearly  $30  million  in  venture  capital. 
They've  done  that  despite  countless  hur- 
dles that  are  likely  to  delay  substantial 
returns  by  more  than  10  years — if  there 
are  any  profits  at  all,  skeptics  say. 

But  if  the  skeptics  are  wrong,  the  ulti- 
mate payoff  could  be  huge.  "This  is  a 
very  significant  technology — revolution- 
ary, not  evolutionary,"  says  Samuel  D. 
Colella,  a  venture  capitalist  who  sits  on 
the  board  of  another  antisense  startup, 
Genta  Inc.  in  San  Diego.  It's  so  revolu- 


Company 

Funding 

Millions 

GILEAD  SCIENCES 

FOSTER  CITY,  CALIF. 

$12.0 

GENTA 

SAN  DIEGO 

8.6 

ISIS  PHARMACEUTICALS 

CARLSBAD,  CALIF. 

5.2 

TRIPLEX 

THE  WOODLANDS,  TEX. 

2.5 

drugs  work  by  killing  the  "messei 
that  a  cell  uses  to  make  a  protein  (> 
ing).  The  messenger,  called  mRNA, 
copy  of  the  so-called  sense  strand 
DNA  double  helix.  It  acts  as  a 
tween,  carrying  instructions  for 
tein's  creation  from  the  nucleus  ou 
the  body  of  the  cell.  There,  the  mc 
ger  is  used  as  a  pattern  to  mak' 
protein. 

An  antisense  drug  is  a  syn 
strand  of  genetic  material  that  repli 
the  second  strand  of  the  double 
called  the  antisense  strand.  It  stic 
the  mRNA  like  Velcro,  and  blocki 
production  of  proteins.  It  is  this  prcj 
much  more  precise  and  foolproof 
the  tentative  way  in  which  most  cu 
drugs  cling  to  bad  proteins,  that  hu 
so  much  promise  for  these  syni 
short  strands, 
are  known  as 
sense  oligonucleo 
or  oligos  for 
They  have  "the  p 
tial  to  expand  th 
lectivity  of  dru 
millionfold,"  says 
Stanley  T.  Cn 
who  left  his  jo 
president  of  res( 
and  development 
SmithKline  Bed 
Corp.  to  found  IS 
Researchers  s 
bled  across  the 
sense  phenom 
more  than  20  years  ago.  But  work 
didn't  take  off  until  1986,  when  Dr. 
C.  Zamecnik,  principal  scientist  ai 
Wooster  Foundation  for  Experim 
Biology  in  Shrewsbury,  Mass.,  publ 
a  paper  showing  that  the  antis 
strand  could  interfere  in  the  life  cy( 
the  AIDS  virus.  "It  was  like  hitting  e 
one  over  the  head  with  a  hammer," 
Gerald  Zon,  who  launched  an  antii 
group  at  the  National  Institute 
Health,  and  who  is  now  manager  of 
research  at  Applied  Biosystems  Inc 
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w,  in  fact,  it's  hard  to  find  an  anti- 
researciier  who  isn't  associated 
one  of  the  big  four  antisense  com- 
s.  They  all  are  trying  to  cure  essen- 
the  same  maladies:  viruses,  plus 
568  caused  by  genetic  abnormalities 
patient's  chromosomes.  Cancer  is  a 
r-term  goal,  since  its  causes  are 
nysterious.  "If  you  don't  know  the 
!  of  cancer,  it's  hard  to  test  a  para- 
"  says  Crooke. 

uses  are  a  better  place  to  start: 

re  where  most  of  the  academic 
has  been  done,  so  the  instructions 

led  in  viral  genes  already  are  well- 

n  and  easy  to  duplicate  in  an  anti- 
strand.  Moreover, 

ise  only  six  antivi- 

Irugs  are  on  the 

et,  the  field  is  wide 
One  obvious  viral 

;t  is  HIV,  which 

s  AIDS.  Another  is 

which  causes  her- 

;he  sexually  trans- 

d  disease.  An  oint- 
for  herpes  is 
to  be  the  first 

mse  product,  per- 
within  seven 

.  It  will  avoid  a 

)roblem:  finding  a 

o  deliver  antisense 

s    through  the 

stream. 

uring  that  out  is 
)ne  of  the  several 
ting  challenges 
I.  No  one  has  ever 
n,  to  start  with, 
antisense  oligos 

in  humans.  Even 
vidence  from  tests 
limals,  while  prom- 
,  is  still  prelimi- 

Another  problem 
at  the  drugs  are 
)menally  expensive 

manufactured  on 
''s  semiautomatic 
synthesizers,  ma- 
s  that  are  more  ac- 
med  to  turning  out 
>  in  micrograms  instead  of  the  kilo- 
s  needed  for  drug  testing.  A  price 
d  around  in  academic  circles  is 
300  per  gram.  In  one  of  the  few 
il  tests  so  far,  at  Johns  Hopkins 
jrsity's  School  of  Public  Health,  re- 
hers  used  an  antisense  oligo  in 
a  form  to  control  herpes,  by  apply- 
t  to  the  ears  of  infected  mice.  "It 
ed  until  we  ran  out,"  says  Paul  0. 
>'o,  director  of  biophysics  at  Johns 
:ins. 

mpanies  also  are  searching  for 
to  hide  antisense  oligos  from  en- 
s  that  will  destroy  them  in  a  cell, 
solution,  discovered  by  Ts'o  and  co- 
er  Paul  Miller,  is  to  substitute  a 


carbon  atom  for  the  usual  oxygen  in  an 
oligo's  chemical  backbone.  Ts'o  patented 
that  modification  under  the  name  Mata- 
gen — short  for  masking  tape  for  gene 
expression — and  licensed  it  to  Genta 
Inc.,  which  plans  to  commercialize  it. 
The  National  Cancer  Institute  has  simi- 
larly modified  the  antisense  backbone 
with  sulfur,  using  the  resulting  oligo  to 
block  a  key  protein  in  the  replication  of 
the  AIDS  virus.  Successful  in  test  tubes, 
the  compound  is  being  tested  in  animals. 

Another  concern  is  that  the  antisense 
block  will  be  incomplete.  Indeed,  there's 
some  evidence  that  the  first  reaction  of 
a  cell,  when  its  messenger  rna  is  tied 


HOW  ANTISENSE  DRUGS  WORK 

Today's  drugs  attack  the  proteins  that  cause  disease  after  they  ore  produced  in 
cells.  Antisense  drugs  would  prevent  those  proteins  from  ever  being  formed. 
Here's  what  would  happen: 

In  the  cell  nucleus,  DNA  uncoils  and  The  messenger  RNA  moves  out 

the  cell  uses  a  strand  as  a  pattern  to  to  the  body  of  the  cell  where  it  is 

make  a  messenger  RNA  that  carries  translated  into  a  protein 

instructions  for  the  creation  of 
a  protein 


DNA 


An  antisense  drug  is  a  mirror  image 
of  the  messenger 


By  binding  to  the  messenger  RNA 
it  blocks  protein  production 


up,  is  to  produce  more  messenger  rna. 
So  companies  are  working  on  chemical 
modifications  that  would  increase  the  po- 
tency of  the  antisense  mechanism. 
CUTTING  EDGE.  One  promising  idea,  be- 
ing pursued  by  ISIS,  is  to  use  antisense 
oligos  that  have  a  built-in  chemical  scal- 
pel— they  cling  to  the  messenger  and 
destroy  it  by  cleaving  it  at  critical  points 
along  the  messenger.  Natural  scalpels, 
called  ribozymes,  were  uncovered  in 
cells  and  named  by  the  University  of 
Colorado's  Thomas  R.  Cech,  who  shared 
last  year's  Nobel  Prize  in  chemistry  for 
the  discovery.  Cech  has  licensed  rights 
to  his  so-called  gene  shears  technology 
to  United  States  Biochemical  Corp.  in 


Cleveland,  which  is  collaborating  with 
ISIS  to  commercialize  ribozymes  for  diag- 
nosing and  treating  illnesses  in  humans. 

The  startups'  ultimate  goal  is  to  move 
upstream  and  control  the  gene,  or  DNA, 
itself.  A  drug  that  blocks  DNA  would 
have  to  be  taken  far  less  often  than  one 
that  either  goes  after  proteins  or  mRNA, 
since  thousands  of  copies  of  messenger 
RNA  are  produced  by  a  single  gene.  "If 
we  could  target  the  DNA  directly,  using 
an  antisense-like  strand  to  form  a  triple 
helix,  we  could  knock  the  gene  out  in- 
stead of  having  to  treat  the  RNA  contin- 
ually," says  Genta  President  Thomas  H. 
Adams.  That's  a  tough  technical  prob- 
lem. Where  RNA  floats 
around  the  cell  relative- 
ly unencumbered,  the 
DNA  double  helix  is  sur- 
rounded by  proteins 
that  protect  it. 

Still,  at  least  one 
startup.  Triplex  Phar- 
maceutical Corp.  in  The 
Woodlands,  Tex.,  wants 
to  leapfrog  the  anti- 
sense  companies  and  fo- 
cus only  on  the  gene  it- 
self. "On  paper,  there 
are  any  number  of  sce- 
narios that  argue  that 
the  antisense  approach 
won't  work,"  says  Mi- 
chael E.  Hogan,  profes- 
sor of  biotechnology  at 
Houston's  Baylor  Col- 
lege of  Medicine  and 
chief  scientific  adviser 
to  Triplex.  "This  is  our 
alternative." 

Everyone  agrees  that 
whether  antisense 
works  or  not,  the  sci- 
ence underlying  it  will 
usher  in  a  new  era  for 
the  pharmaceuticals  in- 
dustry. "Even  if  it 
turns  out  antisense 
compounds  aren't  use- 
ful as  drugs,"  says  Ap- 
plied Biosystems'  Zon, 
"the  key  point  is  that 
they're  a  valuable  tool  in  drug  discov- 
ery." For  instance,  if  researchers  can 
use  antisense  oligos  to  prove  that  block- 
ing a  specific  gene  alters  the  course  of  a 
disease,  that  should  lead  them  to  the 
protein  that  causes  the  disease. 

Antisense  proponents  see  a  lot  more 
potential  than  that.  They  argue  that  ad- 
vances in  learning  which  genes  code  for 
particular  disease-causing  proteins  will 
usher  in  a  new  class  of  more  potent 
drugs-  "This  is  not  just  wishful  thinking, 
looking  for  things  in  swamp  mud,"  says 
Baylor's  Hogan.  "This  is  rational  design, 
the  way  pharmaceutical  chemistry  will 
be  done  in  the  next  century." 

By  Larry  Armstrong  in  Los  Angeles 
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RACING  I 


ILL  IT  EVER  BE  POST  TIME 

fAin  for  HIALEAH? 


shut,  its  only  shot  at  a  comeback  lies  with  Florida  lawmakers 


a  balmy  afternoon  in  mid-Janu- 
I,  and  Hialeah  Park  is  a  Florida 
5tcard.  Hundreds  of  flamingos  me- 
around  a  lake  in  the  infield.  The 
;  are  well  manicured,  and  the 
of  the  Mediterranean-style  grand- 
are  covered  with  bougainvillea. 
le  smooth  auburn  dirt  of  the  track 
red  by  not  a  single  hoofprint:  Rac- 

the  65-year-old  Hialeah  has  been 
ided  for  the  first 
ince  World  War  H. 

it  appears  that  the 
led  grande  dame 
oroughbred  parks, 
considered  to  be 
ca's  most  beautiful, 
Dsted  its  last  race, 
ears,  Hialeah  has 
ed  from  population 

competition  from 
learby  tracks,  and 
lorida  lottery.  Still, 
owner  John  J. 
tti  vows  to  try  a 
ack:  "If  this  isn't 
saving,  then  I 
knov/  what  is." 
eah's  white  knight 
.  be  the  Florida 
iture.  Lawmakers 
prop  up  the  track 
rmitting  off-track 
I.  Or  they  could 
;  racing  at  Hialeah 
lekends  only,  when 
rowds  are  larger. 
?hat  Hialeah  needs 
is  a  monopoly  of 

dates  during  the  peak  tourist  sea- 
nd  that's  not  likely  to  happen.  "It's 
politically  infeasible,"  says  state 
sentative  John  Cosgrove. 
kMlLY  AFFAIR.  Many  folks  blame 
tti,  a  New  Jersey  real  estate  devel- 
for  the  park's  demise.  Although 
ih  was  already  limping  when  he 
it  it  in  1976,  some  fans  blast  him 
efusing  compromises  that  could 

stabilized  the  track.  And  even 
tti's  staunchest  backers  say  he 

to  take  advantage  of  changes  in 
;  laws.  For  example,  when  the 
allowed  weekend  racing  and  lifted 
!  on  those  under  the  age  of  18, 


Brunetti,  they  say,  missed  an  opportuni- 
ty to  sell  Hialeah  as  a  family  attraction. 

Even  if  he  had  switched  his  marketing 
strategy,  most  observers  agree,  the 
racetrack  would  still  be  in  deep  trouble. 
Brunetti  and  his  competitors  have  feud- 
ed bitterly  over  racing  dates.  Historical- 
ly, the  early  months  of  the  year  have 
proved  to  be  the  most  lucrative  because 
of  the  mix  of  tourists,  top  horses,  and 


Fort  Lauderdale,  and  Calder  Race 
Course,  in  Northeastern  Miami,  its  rivals 
are  closer  to  well-to-do  retirees  who 
know  their  perfectas  and  trifectas. 

In  recent  years,  the  state  racing  com- 
mission tried  dividing  up  the  pie  by  as- 
signing the  tracks  exclusive  racing 
dates.  "It  wasn't  the  most  pleasant  thing 
to  do,  but  it  was  the  best  way  of  doing 
it,"  says  Berton  Brown,  a  member  of  the 
Florida  Pari-Mutuel  Commission.  But  in 
March,  1988,  the  owners  of  the  three 
tracks  flabbergasted  the  state  by  asking 
for  a  deregulated  race  schedule,  a  re- 
quest Brunetti  now  considers  a  "fatal 
mistake."  When  the  state  acceded,  each 
penciled  itself  in  for  the  most  desirable 
dates.  Brunetti's  Hialeah  ended  up  going 
head-to-head  against  both  other  tracks 
from  November  to  May. 

Hialeah  never  made  it  past  Christmas, 
1989.  The  state  then  yanked  the  track's 
1990  racing  permit, 
though  Brunetti  could 
conceivably  reapply  for 
next  year. 

The  abrupt  closing  has 
left  a  lot  of  people  unhap- 
py. One  is  trainer  Woody 
Stephens,  winner  of  five 
Belmont  Stakes  and  two 
Kentucky  Derbys.  He 
used  to  come  to  Hialeah 
for  more  than  nostalgia. 
Stephens  and  other  train- 
ers favored  the  park's 
surface,  which  is  softer 


warm  Florida  weather.  In  its  heyday  40 
years  ago,  Hialeah  lured  old  money  and 
nouveau  riche  alike.  "The  Cabots,  the 
Kennedys,  the  Pulitzers,  and  even  gang- 
sters came,"  says  Tony  Forrest,  an  81- 
year-old  retired  Hialeah  tour  guide. 
"You  weren't  important  unless  you 
came  to  Hialeah." 

But  now,  Hialeah's  surrounding  neigh- 
borhoods are  inhabited  by  young,  blue- 
collar  Hispanics  not  interested  in  betting 
on  horses.  They  are  more  familiar  with 
another  type  of  flamingo — the  mascot  of 
the  Florida  lottery.  And  while  the  track 
is  within  a  30-mile  radius  of  its  two  com- 
petitors, Gulfstream  Park,  just  south  of 


than  that  of  the  other  two  tracks  and, 
they  say,  reduced  the  strain  on  a  horse 
during  workouts.  "Hialeah  was  the  step- 
ping stone  to  great  races,"  he  says. 

Still,  it  may  not  yet  be  time  to  write 
off  Hialeah  and  its  flamingos.  This 
spring,  Florida  Governor  Bob  Martinez 
may  create  a  commission  to  study  the 
Thoroughbred  breeding  and  racing  in- 
dustry in  the  state.  It  could  decide  to 
save  one  of  South  Florida's  most  famous 
landmarks.  In  this,  the  Chinese  year  of 
the  horse,  no  bets  are  off. 

By  Antonio  N.  Fim  iyi  Miami 
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Corporate  Gifts 


EMBROIDERED 
CAP  SALE 
FROM 
$425 


Corporate 
Choicd^  # 

America's  top  companies  can't  attord 
to  look  second-rate  That's  wtiy  ttiey 
choose  our  distinctive  corporate  Image 
products  Amencan  made  caps,  shirts, 
lackets  and  more,  and  now  finely 
crafted  gift  Items,  too  .  each  with  your 
name,  logo  or  custom  design  Discover 
the  quality  difference 


YOUR 
HERE 


CALL  FOR  FREE  CATALOG 
800-792-2277 
IN  CA  800-826-8585 
^•■Pmik^"     3952  POINT  EDEN  WAY 
T^IQ^       HAYWARD,  CA  94545 
''o/oin,  FAX  (415)  786-1111 


f- GUARANTEED- 

■  LOW  PRICES 

'  ON-TIME  OELIVERV 

■  SERVICE  &  SATISFACTIOh 

FREE  Csialog 
featuring  hundreds  of 
Iscount  ad'Speclalty  Items 
Call  1-600-722-5203 


Uartxtlng 


Education/Instruction 


LEARN  TO  SPEAK  FRENCH  BY 
TOTAL  NATURAL  IMMERSION 

with  French  participants  for  7 
intensive  days  in  the  DORDOGNE 

CIEL.B.R1814  Chateau  LAVALOUZE 

24490  LA  ROCHE  CHALAIS  (France) 
tel  53  9144  28 


Health/Fitness 


...  The  Leading  Edge  In  Treadmill 
Technology 


770 


PftOGRAMMABLE 
THAINSR 


Working  oul  on  a  TRUE 
PROGRAMMABLE  TRAINER  in  Ihe 
comfort  of  your  own  fiome  or  office  means 
you'll  work  out  more  consistently  and  be 
more  likely  to  adhere  to  your  aerobic 
program  despite  weather  conditions. 


CALL  NOW  FOR  A 
DEALER  NEAR  YOU' 
(800)426-6570 
TRUE  FITNESS 
TECHNOLOGY.  INC. 
865  HOFFRD. 
O  FALLON,  MO 
63366 
AND START 
BURNING  MORE 
CALORIES! 


Business  Software 


Four  billion  new  ways 
to  manage  your  business 

Your  contacts  are  your  business.  When  you  manage  them  efficiently  with 
regular  correspondence,  tight  follow-up  and  fast  response  time,  your  busi- 
ness will  profit  and  grow  rapidly  The  Maxiinizer  is  InfoWorld's  "Best-In- 
Class"  contact  management  software.  Using  the  blazing  speed  of  Novell's 
Btrieve*,  il  controls  your  phone  calls,  appointments,  mailouts  and  personal 
records.  With  over  four  billion  definable  categories.  The  Maxiinizer  allows  you 
to  classify  and  sort  unlimited  contacts.  At  a  keystroke,  il  automatically  enters 
each  category  for  you.  Available  for  LANs. 

See  your  local  dealer  today.  Or 
order  directly  for  only  ,$293.00 
from  Richmond  Technologies  & 
Software.  420-6400  Roberts  St.. 
Bumaby.  BC  V5G  4C9. 


Maximizer 

Contact  Management  Software 
Tel:  (604)  299-2121  Fax;  (604)  299-6743 


Inventories  Purchased 


Are  excess  inventories 
tying  up  your  cash? 

Send  for  a  FREE  copy  of  this  guidebook 
detailing  your  company's  cash  recovery 
options  from  excess  or  obsolete  electronic 
&  electro-mechanical  inventories. 

This  32-page  slep-by-slep  guidebook  outlines  a  wide  range 
ol  disposal  options,  including  pnvate  sale,  auction,  consignment 
&  more.  Il  explains  Ihe  advantages  &  disadvantages  ol  each  option 
in  terms  ol  cash  return,  liming,  overhead  expenses  &  lax  consequences.  & 
helps  you  decide  which  method  is  best  suited  to  maximize  Ihe  benefits  lor  your  company 
To  order,  mail  to: 

 AMERICAN  DESIGN  CORP.  ... 

P.O.  Box  220,  Dept.  BW,  815  Fairview  Ave.,  Fairview,  MJ  07022 
or  CALL  TOLL  FREE  1  (800)  776-3800 
Or,  in  New  Jersey  (201)  941-5000 


Steel  Buildings 


WHOLESALE 

Steel  Buildings,  Inc. 
1-800-462-9992 


40  X  60   $7,495* 

50  X  80   $11,500" 

80  X  125   $23,395' 

100  X  200   $39,995' 

Now  vou  c«n  purchuc  your  St»el  Building  at 
Wholesale  Prices  and  Save  Ttiousands 
of  Dollars.  Complete  Building  includes 
steel  frames,  purlins,  girts,  sheeting  & 
hardware.  (No  Wood  Required).  Engr. 
Approved  Any  Style,  Size  or  Color.  l.abor 
Avall^le.  Call  toll-tree  or  FAX  716-«32<2323. 
-FOB  ti  Coat  tMsed  on  LL'WL 


Financial  Services 


HARD  TO  BORROW? 

No  Credit  Check 
Guarantees  Provided 


We  do  not  make  loans 
Minimum  $100,000 
5-20  years 
The  Funding  Assistance  Corf 
505  Park  Ave.  NYC 
U.S.A.  (212)  755-9400 
 Fax (212)  755-7339  


IT  PAYS  TO  ADVERTISE 
IN  THE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Weel<  Market-Place  Section  is  a 
special  advertising  feature  appearing  in  the  first 
issue  of  each  month.  The  Market-Place 
provides  an  ideal  'Showcase'  for  advertisers 
who  have  products  or  services  that  appeal  to 
Business  Week's  more  than  6.2  million  respon- 
sive readers. 

For  rates  and  information  mail  the  coupon 
below,  or  call  Margaret  McNamara  (312)  337- 
3090  or  FAX  (312)  337-5633. 


MAIL  COUPON  TODAY 


BUSINESS  WEEK  MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 

Name  


'Mm 


Company. 
Address  — 
City  


State. 


Zip. 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mmBUSINESSnWEEK 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  1160611 


Wine  Cellars 


WiNECELLARS-  USA 

Models  -  We  won't  be  undersold! 
nediate  shipment  on  most  models. 


Visa/MC/AmEx/Discover 


idmade  Wood 

Cellars 

3ottle  Credenza 

Ret:  $  2795 

S  1795 

Jottle  Capacity 

2495 

1695 

Jottle  Capacity 

3495 

1995 

igner  Models 

Not  Hiintlnuuit' 

cttle  Glass  Door 

$  599 

$  499 

iottle  Glass  Door 

749 

659 

/ault  holds  about 

8  Furs  $3495 

$  1895  1 

]u§tom  Cellars  &  Racking  Systems  -  Call  For  Catalog 
V  13isr  St.  .Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


lusiness  Opportunities 

lew  1990  FRANCHISE 
jal  Directory. 

'  describes  5,200  Franchisors^  In- 
as  Handbool<  section  concerning 
t  you  should  know  before  entering 
chise  agreement.  (Our  21st  Year) 
pages  $34  95  -i-  $5.00  postage  & 
iling.  Money  back  guarantee. 
)  FRANCHISE  NEWS.  728  B 
ter  Street,  Lewistown,  NY  14092. 


■e  -5  no  doubt  about  it,  America  has 
;  health  crazy,  and  we  have  the 
!St  health  and  fitness  product  on  the 
(et.  Out  Step-ln-Tlme,  inter 
'8,  totally  automatic,  computerized 
5SS  Evaluation  machine  is  in  great 
and  by- 

Iness  Centers-Malls-Stores- 
spitals-Schools-Doctors-Hotels- 

can  help  us  give  it  to  these  facilities  FREE  by 
)ly  filling  in  8  illuminated  panels  wilh  ads  Irom  $ 
I  businesses.  We  have  over  1,000  locations 
ing  lor  their  fitness  machine  along  with  a  list  ol  $ 
I  advertisers.  Become  one  of  our  reps  and  * 
;e  both  facility  and  advertiser  happy  ^ 
yourself  a  lot  of  money.  ^ 

$ 
$ 
$ 


Call  now  for  additional  information 
800-233-2911  (914-273-6480) 

OR  write 

BODYLOG,  INC  ,  34  Maple  Avenue, 
Armonk,  NY  10504 


$$$$$$$$$$$$$$$$$$$$ 


Business  Opportunities 


INPEX  VI 

NEW  PRODUCT  IDEAS  FOR  SALE, 
LICENSE,  DISTRIBUTION. 

500  inventions/new  products  expected  at  intl 
trade  show  May  3-5.  1990,  Pgti  INPEX  ■  BW. 
701  Snnithfield  Street  Pittsburgh,  PA  15222, 
(412)  288-1343.  FAX  #  (412)  288-1354 


Business  Services 


Franchise 

yourbusinessi 

For  the  expert  help  you  need  to 
become  a  franchisor,  call 
the  franchise  specialists. 

FrancofP^ 


CMcsgo  Loa  Angelst 


(212)922  3600      (7081481  2900  (21313360600 


1-800-877-1103 


Computers/Office  Equipment 


RENTALS 


Also  Available: 

•  Macintosh  •  IBM  PS/2 

•  Compaq    •  Laser  Printers 

•  Laptops    •  Portables 

And  a  host  of  other  peripherals! 


Next  Day  Delivery 
Anywhere  in  the  U.  S.  A. 


Call  Toll-Free 


Con.pu.er  Rental  | 800765-4727 


Business  Writing 


^   A  Low-Cost  Way  to  Improve  Your 
Writing  Quickly  and  Conveniently 

WFRST  FRX  FEEDBRCK^ 

Confidential,  expert  guidance  on  your  important  written 
communications.  It's  like  having  your  own  writing  coach. 
For  information  about  this  revolutionary  new  service, 
call  (718)  575-8000  or  write: 

The  Communication  Workshop.  217  E.  85  St.,  NY  10028  . 
I  I 


Business  Opportunities 


INCORPORATE  IN  DELAWARE 

$225  for  Complete 
Incorporation 

WHiniNGTON  &  AULGUR,  Law 

Offices.  For  free  information 
Write  P.O.  Box  5550, 
Wilm  ,  DE  19808  or  Call 
1-800-441-9459 


Fax  Machines 


save  up  to  60%  on 

FAX  MACHINES 

Call  l-800-GET-A-FAX 


BRANDNEWWITH  FULL  WARRANTY 
SHARP  -  CANON  -  PANASONIC  - 

TOSHIBA  -  MURATA  -  EPSON 
EPSON  WITH  CUTTER  ONLY  $799.00! 
Call  Now  For  Free  Catalog  or  to  Order 
Conip  U  Tronii  Disc  Fan  Machines.  Wheeling.  IL 


Computers/Office  Equipment 


-  .  -  1-800-729-9000 

lEyMlvl^M  EiK  HUGE  SAVINGS! 
'  '  ORDER  TODAY! 


PACKARD  BELL  :Z 

Amernj  f^rew  up  lislening  lo  us  tl  sliU  dth 


286  COMPUTER  WITH 
VGA  COLOR  MONITOR 


•  80286  microprocessor 
(operates  at  12  MHz) 

•  One  3-1/2"  1.44  MB  floppy  drive 

•  One  5-1/4"  1.22  MB  floppy  drive 

•  30  MB  hard  drive. 

•  1  MB  RAM  on  mottierboard 
expandable  to  3  MB 

•  Includes  VGA  14"color 
monitor  &  VGA  card. 

•  IBM  compatible. 

•  AT  compatible. 

•  Dual  FDD/HDD  controller. 

•  2  serial  ports.  •  1  parallel  port. 

•  System  configuration  in  CMOS 
witti  battery  back-up. 

•  Includes  MS  DOS  3  3  &  GW  BASIC 

•  Socket  for  80287  co-processor  on  motherboard 

•  One  Year  Warranty! 

•  Factory  New! 

•  Factory  Perfect! 


Mfr  Sugg  Retail 
$3,449.00 


DAMARKPRICE: 


$1499 


99 


Item  No  B- 1929  132142 
Insured  Stiip/Hand  $40  00 


FOR  FASTEST 
SERVICE  CALL 
TOLL  FREE 

1-800-729-9000 


Please  send  me  Packard  Bell  Compuler(s) 

@  $1499  99  eacti,  plus  $40  00  s/fi  each 

Item  No  B-1929-132142  MN  res.  add  6%  sales  tax. 


Address  

City.State.Zip  

□  Check/MO  □  VISA  □  Master  Card  □  Discover 

Card  No   

Exp  Date  /        Ph  «(  )  

Signature  — 


DAMARK  INTERNATIONAL,  INC.  6707  Stiingle  Creek  Parkway. 
Minneapolis.  MN  55430  Customer  Service  •  612  566-4940 


L 


ersonal  Business 


EDITED  BY  TROY  SEGAL 


Stereo 


FROM  AMPS  TO  WOOFERS: 
SOME  SOUND  ADVICE 
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You're  no  obsessed  au- 
diophile.  All  you  want 
is  a  quality  stereo  sys- 
tem that  brings  the  proverbial 
sound  of  the  concert  hall  into 
your  home.  But  the  search 
can  be  daunting.  It  means 
making  your  way  through  a 
maze  of  electronic  equipment, 
guided  only  by  jargon-spout- 
ing salespeople  who  can 
smooth-talk  you  into  buying 
twice  what  you  intended  (or 
needed).  But  it  doesn't  have  to 
be  that  bad — if  you  a  listen  to 
a  little,  well,  sound  advice. 

The  shopping  process 
should  begin  before  you  leave 
home.  First,  evaluate  the 


room  where  the  system  will 
be  installed.  The  size  of  the 
listening  area  (as  stereophiles 
call  it),  along  with  room  decor, 
dictates  how  much  amplifier 
power  and  speaker  capacity 
you  need.  Carpeting,  heavy 
furniture,  and  draperies  tend 
to  dampen  music  and  add 
warmth  to  the  tones,  so  if 
your  home  has  this  kind  of 
"padding,"  avoid  systems  that 
promise  superrich  sound.  Con- 
versely, bare  walls  and  tile 
floors  make  music  sound  cold, 
and  require  vacuum-tube  am- 
plifiers that  produce 
a  warmer  sound. 
Your  taste  in  mu- 


sic also  affects  equipment 
choice.  Good,  natural-sound- 
ing speakers  should  be  able  to 
accurately  reproduce  both 
Schubert  and  soul  music.  But 
large  box  speakers  offer  bet- 
ter renditions  of  the  deep  bass 
tones  found  in  rock  and  jazz. 
On  the  other  hand,  electro- 
static-panel speakers  excel  at 
chamber  music.  Tube  amplifi- 
ers provide  the  most  lifelike 
recreation  of  vocals,  but  high- 
power  transistor  amps  offer 
more  oomph  for  full  orches- 
tral symphonies. 

These  are  the  points  that  a 
good  dealer  will  explore.  It's 
important  to  feel  comfortable 


THE  SIX  RULES  OF  SUCCESSFUL 
STEREO  SHOPPING 


TRUST  YOUR  EARS  Sounds  obvious,  but  many  people  forget  this 
simple  advice.  What  sounds  warm  and  rich  to  the  salesperson  may 
sound  overblown  and  mushy  to  you 

BRING  ALONG  YOUR  OWN  RECORDS  OR  CDs  Many  stores  ore  quick  to  play 
specially  recorded  demo  discs  that  make  even  a  low-fi  system  sound 
good.  But  if  you  don't  know  the  music  you  are  hearing,  how  can  you  tell  if 
it  sounds  right? 

KNOW  THE  SIZE  AND  SHAPE  OF  YOUR  LISTENING  AREA  Some  small  speak- 
ers, though  very  good,  may  not  play  loud  enough  to  fill  a  large  room. 
Also,  some  speakers  require  distance  from  walls  and  corners,  while  others 
are  designed  to  fit  neatly  into  tight  spaces 

DECIDE  WHETHER  YOU  WANT  JUST  AN  AUDIO  SYSTEM  OR  AN  AUDIO-VIDEO 
COMBINATION  For  many,  the  dream  is  to  have  a  sound  and  sight  system 
that  pleases  the  ears  and  the  eyes.  But  good  video  equipment  places 
greater  demands  on  amplifiers  and  speakers  than  does  audio  alone.  And 
your  choice  of  matching  audio  pieces  may  be  limited 

DECIDE  HOW  MUCH  YOU  WANT  TO  SPEND.  THEN  SPEND  A  LIHLE  MORE  De- 
cent musical  systems  con  be  put  together  for  as  little  as  $1 ,000.  But  be 
aware  thot  at  these  lower  price  levels,  an  extra  $200  on  a  turntable  or  a 
CD  player  can  make  a  big  difference  in  overall  sound  quality 

EXPECT  DEALER  SERVICE  A  good  dealer  usually  offers  a  30- 
day  guarantee  and  exchange  program — and  should  be 
more  than  willing  to  install  the  system  in  your  home 


liiiihfiiriiiinriiMimififiiriiiiiTfilffMMi'^^^^^ 


with  the  person  who's  gu 
you.  "There's  not  that  i 
bad  hi-fi  out  there,"  says 
Keim,  owner  of  Audio  Bj 
sign  in  Newport  Beach,  ( 
"But  there  are  too  many 
sibilities  available  to  mai 
intelligent  decision"  with( 
knowledgeable  dealer's  h 
While  that  sounds  self- 
ing,  it's  true.  Unlike  i 
market  stores,  which  ai 
happy  selling  microwav( 
ens,  specialty  audio  retj 
are  staffed  by  music  k 
willing  to  spend  hours  w 
serious  buyer.  Contrar; 
popular  belief. 
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welcome  novices  unfa- 
with  quality  audio  (as 

ed  to  "tweaks,"  fanatics 

love  to  hear  about  the 
exotica  but  rarely  buy 

ing). 

Dead  of  trying  to  pres- 
)r  intimidate  you,  a  good 
•  is  more  likely  to  make 
)tle  effort  to  upgrade 
tasie.  But  stick  to  your 
,rk  price  range  (0.  K., 
3  a  little  higher  if  the 
n  blows  you  away). 
!  investment  doesn't 
to  be  grand.  In  fact,  the 
ment  can  be  anywhere 
$1,000  to  $150,000.  But 
linimum  for  a  truly  dis- 
lating  system  is  about 
I  these  days.  And  forget 
iinters.  When  buying 
!nd  equipment,  it's  im- 
it  to  get  full  service.  Be- 
most  dealers  will  knock 
)%  or  so  from  the  list 
if  you  get  all  of  the  com- 
ts  from  them. 
NCE.  You  should  be 
)  a  number  of  different 
nations  of  components, 
iing  products  from  such 
lean  and  European  mak- 
3  Audio  Research,  NAD, 
;erpoint,  Carver,  Quad, 
Linn,  along  with  Japa- 
brands  such  as  Nakami- 
id  Sony.  A  basic  custoni- 
led  system  usually  has 
lits:  tuner,  compact-disk 
r  or  turntable,  cassette 
pre-amplifier,  amplifier, 
speakers.  Sophisticated 
lis  often  have  10  units, 
ichever  brands  and 
ever  price  points  you 
e,  the  key  to  selecting  a 
system  is  achieving  com- 
)le  quality  among  the 
snents.  A  $10,000  pair  of 
ers  driven  by  $1,000  am- 
•s  will  not  deliver  their 
10,000  value, 
le  big  thing  in  high-end 
I  nowadays  is  multi- 
e,  multiroom  systems," 
ding  to  Richard  Falter, 
manager  of  Sound  by 
r  in  New  York.  These 
s  allow  you  to  listen  to  a 
act  disk  in  the  bedi-oom 
another  family  member 
les  television  with  stereo 
1  in  the  den.  When  video 
•t  of  the  package,  howev- 
le  cost  rises  dramatical- 
ften  to  $10,000. 
prepared  to  do  some  se- 


FIILING  YOUR  ROOM 
WITH  MUSIC— NOT  SPEAKERS 


It's  the  first  lesson  every 
audiophile  learns:  Accu- 
rate reproduction  of  ex- 
tremely deep  tones  in  mu- 
sic— as  from  a  kettledrum  or 
a  throbbing  bass  guitar — re- 
quires loudspeakers  that  are 
large  enough  to  move  huge 
amounts  of  air.  That's  fine 
for  devout  music  lovers  with 
rooms  large  enough  for  a 
speaker  the  size  of  a 
sarcophagus  in  each 
corner.  But  anyone 
who's  less  willing  to 
let  a  stereo  system 
dominate  the  decor 
should  check  out  a 
subwoofer. 

A  subwoofer  is  the 
name  for  an  extreme- 
ly low-bass  speaker 
that  produces  record- 
ing-studio sound  at 
home  in  a  relatively 
small  package.  A  sub- 
woofer is  about  as  big 
as  a  cardboard  suit 
box.  And  you  only 
need  one  unit,  not 
two.  Inside  its  enclo- 
sure is  a  large  bass 
speaker  (6  to  12  inches 
in  diameter)  that  per- 
mits the  subwoofer  to 
do  its  job  from  any- 
where in  a  room — even  from 
under  a  couch  or  behind  a 
chair:  The  human  ear  can't 
pinpoint  the  source  of  very 
low  bass  tones.  If  you  want 
to  put  it  in  plain  sight, 
though,  there  are  decorative 
models.  ADC's  Soundshaper 
looks  like,  and  can  be  used 
as,  a  low  end  table;  and 
Bang  &  Olufsen's  white, 
drum-shaped  Beovox  Cona 
resembles  modernistic  sculp- 
ture. 

But  doesn't  good  stereo 


sound  have  to  come  from 
more  than  a  single  source? 
Indeed  it  does,  so  a  sub- 
woofer is  typically  part  of  a 
three-piece  system.  It's  de- 
signed to  be  used  in  combina- 
tion with  two  regular  speak- 
ers that  are  small  enough  to 
sit  on  a  bookshelf  or  hang 
unobtrusively  on  the  wall. 
These  tiny  "satellites"  nor- 


rious  listening  in  the  shop. 
And  don't  forget  to  bring 
along  a  few  familiar  compact 
discs  or  records  from  home. 
That  will  make  the  virtues  of 
the  new  equipment  readily  ap- 
parent. Above  all,  trust  your 
own  ears:  What  sounds  good 
to  the  person  selling  the 


mally  contain  one  or  more 
tweeters  that  produce  high- 
frequency  tones  and  4-to-8- 
inch  woofers  for  midrange 
and  bass  tones. 

While  the  satellites  Jevote 
their  power  to  producing  mu- 
sical tones  up  to  22,000  hertz, 
the  subwoofer  is  engineered 
specifically  to  augment  their 
bass  sounds  by  handling 
only  frequencies  from  35  to 
200  hertz.  Even  if  some  of 
the  sound  from  the  sub- 
woofer is  below  your  hearing 


equipment  may  sound  just  or- 
dinary to  you. 

All  this  takes  time — and 
work.  But  once  assembled,  a 
fine  stereo  system  will  make 
the  most  of  your  music.  You 
will  be  able  to  hear  the  saxo- 
phonist take  a  breath  during 
a   solo,   voices   will  emerge 


threshold,  the  bass  reinforce- 
ment creates  an  aura!  illu- 
sion of  being  surrounded  by 
sound.  And  the  air  seems  to 
"thump"  or  vibrate,  the  way 
it  would  if  there  were  a  real 
drum  or  guitar  around. 
DREAM  TEAM.  If  you  already 
own  a  stereo  set-up  that  uti- 
lizes topflight  small  speak- 
ers, it's  possible  to  enhance 
their  sound  by  adding 
a  subwoofer  for  as  lit- 
tle as  $350.  But  for  a 
few  dollars  more,  you 
can  get  a  unified  sys- 
tem from  a  single 
maker  with  a  sub- 
woofer and  satellites 
that  are  engineered  to 
work  harmoniously  to- 
gether. A  few,  such  as 
Sansui's  SW-S7  sys- 
tem, sell  for  less  than 
$400,  while  Boston 
Acoustics'  SubSat  Six 
and  ADC's  Sound- 
shaper systems  go  for 
about  $500.  Of  course, 
you  can  always  spend 
more:  Infinity's  Modu- 
lus combines  a  $2,000 
subwoofer  with  a  pair 
of  speakers  that  costs 
about  $1,000. 
Subwoofer  systems 


have  been  gaining  in  popu- 
larity as  a  way  to  get  the 
most  out  of  the  digital  sound 
that  compact  disks  provide. 
And  already,  engineers  are 
making  refinements.  Cam- 
bridge SoundWorks'  $499 
Ensemble  (by  mail:  800  252- 
4434)  boasts  not  one  but  two 
subwoofers.  The  aim  is  to 
heighten  the  surround-sound 
effect — or  perhaps  pacify 
skeptics  who  believe  that 
with  stereo,  it  always  takes 
two  to  tango.        Don  Dimn 


with  much  greater  vibrance, 
and  orchestras  will  sound  like 
the  collection  of  individual  in- 
struments they  are  rather 
than  just  a  wall  of  massed 
strings.  Who  knows?  Before 
long,  you  may  well  turn  into 
as  obsessed  an  audiophile  as 
they  come.  Tim  Smart 
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Smart  Money 

MONEY  MARKET  FUNDS: 
THE  BANK  VS.  THE  BROKER 


Are  there  any  havens  left 
for  investors?  Money- 
market  funds  (MMFs)  are — or 
seem  to  be.  Investors  weary 
of  the  stock  market's  vaga- 
ries have  been  flooding  MMFs 
with  new  deposits,  while 
veering  away  from  lower- 
yielding  money-market  de- 
posit accounts  (MMDAs)  of- 
fered by  the  banks. 

Since  early  1989,  $109.8  bil- 
lion has  gone  from  banks 
into  400-plus  money  funds, 
says  William  Donoghue,  pub- 
lisher of  IBC/ Donoghue's 
Money  letter,  which  is  based 
in  Holliston,  Mass.  And  two 
of  the  newest  funds,  Fideli- 
ty's Spartan  Money  Market 
Fund  and  Dreyfus'  World- 
wide Dollar  Money  Market 
Fund,  together  have  taken 


BROKER  FUNDS  KEEP 
THE  EDGE  IN  YIELDS 


Average  weekly  yield  (percent) 

Brokers'  money 
market  funds 

Bank  money 
market  accounts 

JAN.  2 

8.06% 

6.16% 

9 

7.80 

6.14 

16 

7.74 

6.14 

23 

7.70 

6.13 

30 

7.70 

6.12 

FEB.  6 

7,66 

6.12 

13 

7.65 

6.11 

DATA  IBC /DONOGHUE  5  MONEY  FUND  REPORT. 
BANK  RATE  MONITOR 


12%  to  13%  of  that  money. 

Fidelity  has  promised  to 
keep  an  expense  ratio  of 
0.45%  or  less  until  May,  1992. 
Dreyfus  says  it  won't  have 
fees  until  Apr.  15  or  until  as- 
sets, now  $5.8  billion,  reach 
$6  billion.  "But  there's  a 
good  chance  we'll  extend  the 
threshold  again,"  concedes 
Chief  Operating  Officer  Jo- 
seph DiMartino.  Worldwide 
Dollar  and  Spartan  reported 
seven-day  yields  of  8.8%  and 
8.7%,  respectively,  as  of 
Feb.  13,  far  abov;-  the  indus- 
try norm  (chart). 


On  average,  MMFs  will 
probably  keep  outperforming 
the  MMDAs — even  though 
MMDAs  were  introduced  to 
let  the  banks  compete  with 
the  MMFS.  But  that  was  back 
in  1982,  when  banks  were 
still  eager  to  expand.  Now 
that  so  many  are  under  pres- 
sure by  the  regulators  to 
shrink,  they're  no  longer  try- 
ing to  attract  consumer  de- 
posits with  their  old  zest. 
SAFETY  NET.  Some  still  abide 
by  a  rule  that  expired  in 
1986,  limiting  MMDA  custom- 
ers to  six  withdrawals  a 
month,  only  three  of  which 
could  be  by  check.  And  un- 
like mutual  funds,  which  are 
required  by  law  to  pay  share- 
holders all  earnings  after  de- 
ducting the  management  fee 
and  operating  ex- 
penses, banks  are  un- 
der no  such  obliga- 
tions, so  they  have 
even  less  incentive  to 
fatten  their  yields.  But 
MMDAS  have  their  ad- 
vantages. 

Though  MMFs  are 
regulated  by  the  SEC 
and  typically  carry 
some  type  of  broker- 
age-account insurance, 
the  FDIC  insures 
MMDAs  for  up  to 
$100,000,  a  more  reli- 
able safety  net.  And 
since  the  MMFs  invest 
primarily  in  short-term 
instruments  such  as  T-bills, 
bank  CDs,  and  high-grade 
commercial  paper,  their 
yields  are  held  captive  by 
money-market  interest  rates. 
As  interest  rates  slide,  MMFs 
could  lose  some  of  their  wide 
edge  over  MMDAs. 

Some  MMFs'  checkwriting 
privileges  come  with  strings. 
Dreyfus  Worldwide  doesn't 
charge  for  checking,  but  Fi- 
delity Spartan  does — $2  per 
check.  Even  with  low  man- 
agement fees,  that  will  take 
a  bite  out  of  a  big  spender's 
yield.  Laura  Zinn 


Health 


BIFOGIL  CONTACTS: 
NOT  QUITE  20/20  YET 


The  need  for  bifocals  is 
one  of  those  unhappy 
reminders  that,  no  mat- 
ter how  much  you  diet  or  ex- 
ercise, you  can't  halt  the 
march  of  time.  Now,  contact- 
lens  makers  are  betting  that 
aging  baby  boomers  won't 
want  to  abandon  their  contact 
lenses  for  bifocal  glasses.  So 
they're  racing  to  market  with 
what  they  hope  will  be  a  clear 
alternative:  bifocal  contact 
lenses. 

In  the  past,  eye  doctors 
have  created  a  bifocal  effect 
with  standard  contacts  by  pre- 
scribing a  near-vision  lens  for 
one  eye  and  a  distance-view- 
ing one  for  the  other — not  the 
easiest  arrangement  to  adjust 
to.  The  new  breed  of  contact 
lenses,  available  in  soft  and 
rigid  gas-permeable  versions, 
integrate  both  prescriptions 
into  the  same  lens.  Each  of 
the  two  major  approaches  re- 
quires some  compromise. 
FIT  FACTOR.  The  design  clos- 
est to  bifocal  glasses  is  called 
an  alternating,  or  translating, 
lens.  These  contacts  put  the 
near-vision  prescription  in  the 
bottom  half  of  a  lens  and  the 
distance-vision  prescription  on 
the  top.  But  "they  have  to  be 
positioned  just  right,"  says 
Dr.  R.  Hugh  Minor,  past  pres- 
ident of  the  Contact  Lens  As- 
sociation of  Ophthalmologists. 
"Properly  fit,  they  provide  ex- 
cellent vision."  Models  such 


as  Bausch  &  Lomb's  Ki 
soft  contacts  thicken  tli 
tom  of  the  lens  to  pre\i: 
from  rotating  on  theli 
Nevertheless,  the  lensf. , 
shift,  distorting  vision. 

The  other  major  type  | 
simultaneous-vision  lenn 
made  by  putting  the  prq;. 
tions  in  two  concentric 
or  by  grinding  a  gri 
curve  into  the  lens.  YouK- 
through  both  correctioj;  y 
once,  and  your  brain  iijtin: 
tively  chooses  what  ini;(jt 
focus  on.  But  this  can  brji 
cult  if  the  object  you'rub'i 
ing  at  has  little  contr;|t--' 
common  complaint. 

One  new  design  that 
to  provide  sharper  mvdU 
Allergan  Optical's  diffrjt 
lens.  It  uses  a  series  of  ^ 
scopic  rings  to  split  ligl)|i' 
near  and  distance  focal  ||h: 
all  across  the  lens  ratheibh 
relying  on  two  distinct  |R 
But  as  with  other  siijii 
neous  lenses,  wearers  jrr 
have  "ghost"  images  an((H 
vision  in  low  light. 

The  cost  of  bifocal  coii 
ranges  from  $400  to  $60(i 
lenses  themselves  aren'tl 
cially  pricey,  but  the 
sessions  can  go  on  for  I 
months.  For  many  peopll 
hassle  might  not  be  woif 
But  as  designs  continue 
prove,  bifocal  contact  1| 
are  something  to  keep 
on.  Suzanne  F/| 
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PERSONAL  Bf 


UR  PHONE 
YSnM  HELPED 
HBH  TRIPLE 
I  SIZE. 


L.L.  Bean  started  taking  phone  orders  eight  years  ago,  with  a 
Northern  Tfelecom  Meridian  SL-1 PBX.  It  was  the  most  customer- 
friendly  phone  system  they  could  find.  By  instantly  routing  each 
call  to  the  next  available  operator,  it  allowed  L.L.  Bean  folks  to 
spend  more  time  with  customers. 

Tbday  L.L.  Bean  has  hundreds  of  operators,  and  sales  are  up 
300%.  But  they're  still  giving  customers  the  same  personal  service 
with  the  same  Meridian  SL-1  system  (expanded  and  upgraded 
many  times). 

Want  your  business  to  grow  like  that?  Call  1-800-543-9806. 
There's  a  Meridian  SL-1  that'll  fit  your  ■  a  ^  northern 

business  now  and  for  a  long  time  to  come.  I 
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Collecting 

HANDCRAFTED  FURNITURE: 
AN  EYE-CATCHING  INVESTMENT 


Two  centuries  ago,  a  doz- 
en studios  in  Boston,  Sa- 
lem, and  Newport 
turned  out  some  of  the 
world's  finest  furniture.  Bear- 
ing the  names  Goddard, 
Townsend,  Watson,  and 
Sewall,  they  were  handsome, 
innovative  works  with  flaw- 
less joinery  and  intricate  deco- 
rative touches.  Today,  a  new 
generation  of  New  England 
artisans  has  revived  the  craft 
of  hand-produced  furniture — 
working  modern  variations  on 
their  18th  century  legacy. 


CURLY 
n  MAPLEWOOD 
\,  TABLE  BY  JOHN 
1  DUNNIGAN: 

Trained  $10,000 
in  university  artisanship  pro- 
grams, these  few  dozen  furni- 
ture makers  work  out  of  stu- 
dio co-ops  in  Massachusetts, 
Rhode  Island,  and  Connecti- 
cut. Known  as  "the  second 
generation,"  they  don't  repro- 
duce historic  styles:  Their 
pieces  are  original,  bold,  and 
often  quirky.  Nevertheless, 


"this  work  has  a  lasting 
appeal  to  it,"  says  Edward 
Cooke,  curator  of  a  furniture 
show  at  Boston's  Museum  of 
Fine  Arts  that  runs  through 
Mar.  11. 

ROBOCRIME.  While  it's  hardly 
nostalgic,  much  of  the  New 
England  group's  work  is  root- 
ed in  classical  designs.  For  ex- 
ample, an  end  table  in  curly 
maplewood  by  artist  John 
Dunnigan  evokes  the  lines  of 
an  18th  century  sewing  table, 
with  elegant,  thin  legs  and  a 
decorative  silk  curtain.  Others 
eschew  such  traditional 
styles,  producing  work  with 
sensual  or  symbolic  over- 
tones. One  of  the  works  dis- 
played at  the  Museum  of  Fine 
Arts,  Ed  Zucca's  eccentric 
"Mystery  Robots  Rip  Off  the 
Rain  Forest,"  is  a  mahogany 
table  carried  by  a  troop  of  sin- 
ister, machinelike  creatures. 
Not  every  artist  is  wedded  to 
wood:  Judy  Kensley  McKie's 
"Panther  'Table"  features  two 
stylized  cast-bronze  panthers 
supporting  a  glass  top  on 
their  backs. 

Most  artists  spend  weeks 
crafting  one  piece  and  typical- 
ly make  no  more  than  six  of  a 
single  design.  That  means 
that  prices  for  the  best  work 
can  be  stiff,  ranging  from 
$3,000  to  $20,000,  depending 
on  the  artist,  type  of  piece, 
and  materials.  Rick  Wrigley's 


HEW  ENGLAND  FURNITURE: 
WHERE  TO  SEE  (AND  BUY)  IT 

GALLERY  NA6A 

^o:\w6\?i67  9060 
MEREDITH  GALLERY 

llaIrtrtior.!30/fl,7/.33/3 


PARRASCH  GALLERY 

N.;w  York  -n?-  92b  /090 
PRITAM  &  EAMES 

f  ust  Hampton,  N.Y.  bl6324  /111 

SNYDERMAN  GALLERY 

PMofiis\phi!a  215  238-9576 


f  FV  DALE  BROHOLM:  S6.500 


DOUBLE-HEIGHT  CUPBOARD  MADE 
OF  SALVAGED  WOOD  BY  STEPHEN 
WHITTLESEY:  $4,600 

traditional  four-poster  bed 
with  such  exotic  woods  as  po^ 
mele  sapele  (marked  with  a 
cloudlike  wavy  pattern),  Hon- 
duras mahogany,  and  fiddle- 
back  makore  from  Africa 
(salted  with  tinv  mother-of- 
pearl  inlays),  fetches  $16,000. 
BARGAINS?  Prices  have  risen 
consistently  in  the  past  five 
years — even  dramatically,  in 
some  cases.  McKie's  work, 
for  example,  has  approximate- 
ly doubled.  Even  so,  "few  art- 
ists are  able  to  charge  what 
the  pieces  are  worth,"  says 
Bebe  Johnson,  co-owner  of 
Pritam  &  Fames,  a  gallery  in 
East  Hampton,  N.  Y.,  that 
specializes  in  contemporary 
American  furniture.  For  that 
reason,  many  estab- 
lished artists  now  work 
only  on  a  made-to-order 
basis,  and  the  number 
of  newcomers  to  the 
ranks  is  likely  to  stay 
limited.  So  the  outlook 
is  good  for  these  pieces 
to  appreciate  in  value. 
In  fact,  some  experts 
argue  that  the  new  fur- 
niture is  a  steal  since 
prices  are  not  nearly  as 
dear  as  those  for  many 
fine  antiques. 

Most  collectors  buy 
their  first  pieces  at  gal- 
lery shows  (box).  That's 
how  Peter  Joseph,  a 


principal  at  New  Yes 
vestment  managers  /a 
Partners,    started  ;i| 
years  ago:  "It  didn'  a 
much  more  than  buytol 
Bloomingdale's,  and 
stuff  of  much  higher 
ty."  Now,  Joseph's 
ment  is  appointed 
works  by  McKie  and 
gan,  among  others,  and 
ten  commissions  furr 
such  as  his  library  si 
The  artists  themselves 
prefer  doing  custom  p 
"It's  a  very  tedious  procij 
make  these  things,"  sa;l1 
sanne  Somerson,  who  ps 
with  just  a  single  as.' 
out  of  her  studio  in  We; 
Mass. 

While  these  pieces  ar 
sidered  works  of  art, 
New  England  creators 
them  to  serve  as  fun( 
furniture.  Sturdy  and 
smoothly  joined  compo 
they  will  hold  up — as  v 
stand  out — in  your  be- 
or  living  room.  But  rem 
to  treat  these  pieces 
carefully:  They  may  w 
the  antiques  of  the 
century.        Keith  Ham 
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Worth  Notini 


■  EASY  EDITING.  A  new| 

from  Fisher  (model 
$430)  is  "camcorder-fr| 
ly."  Audio  and  video 
are  on  the  front  pane| 
hookup  convenience, 
dubbing  features  let  yoi| 
music,  narration,  and 
to  your  home-video  tape 

■  DINING  FIND.  The  Se)i 
Regiment  Mess  and  Baij 
744-4107)  isn't  just  an( 
cleverly  named  New 
eatery.   It's  authentic- 
open  to  the  public  for  dil 
Housed  in  a  century-oll 
mory  on  Park  Avenul 
66th  St.,  it  boasts  ff 
mooseheads,  and  good 
at  moderate  prices  ($!■] 
prime  rib  au  jus). 

■  SEE  ST.  PAUL'S.  Arcl] 

tural  fragments  of  St. 
Cathedral,  along  with 
nal  drawings  and  painl 
of  the  London  edifice  b| 
Christopher  Wren,  mal( 
a  comprehensive  exhibl 
Washington's  Octagon  ]\| 
um  (Feb.  23  to  May 
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PERSONAL  i 


QUAIL  LODGE 

{ESORT&COLF  CLUB 


THE  ONLY  MOBIL 
TRAVEL  GUIDE  5-STAR 
WINNER  BETWEEN 
SAN  FRANCISCO  AND 
LOS  ANGELES  ^ 


'red  liLxuiy  units  including  lakeside  cottages, 
lodges  and  14  suites. 


Why  business 
leaders  stay  at 
Quail  Lodge! 


It's  not  surprising  that  7.23  out  of  ten 
business  people  who  have  stayed  at 
Quail  Lodge  return  time  after  time . . . 
they  know  from  experience  that  5-Star 
treatment  awaits,  year-in  and  year-out. 
You  too  can  share  the  comfort  and 
luxury  of  Quail  Lodge...  whether  for 
busine.ss  or  pleasure. 

We  offer  100  sumptuous  decora- 
tor rooms  and  suites,  complete 
conference  staff  and  facilities  and  the 
Covey  Restaurant,  renowned  for  its 
culinary  artistry. 

Our  guests  enjoy  golf  and  tennis 
privileges  at  our  own  adjoining  private 
country  club,  and  600  beautiful  acres 
of  nature  trails  and  jogging  paths. 

Quail  Lodge  is  located  in  the 
sunny  part  of  Carmel  and  away  from 
the  tourist  crush,  yet  only  minutes 
from  stylish  shops,  galleries  and 
Pacific  Ocean  beaches. 

Call  Elly  Waterman  today  for 
literature  and  more  details  at 
(408)  624-l,58L 

QUAIL  LODGE 

8205  Valley  Greens  Drive 
Carmel,  California  93923 
FAX  NO.  (408)  624-3726 
For  Reservations 
In  California  (800)  682-9303 
Other  Slates  (800)  538-9S16 

FoHbTELS 
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It's  not  surprising  that  one  out  ot  four  cleared,  pushing  untold  numbers  of  species 

pharmaceuticals  comes  from  tropical  toward  extinction. 
forests.Orthatan  estimated  1,400  tropical       The  future  of  medicine  and  agriculture, 

plants,  like  the  rosy  penwinkle,  have  the  existence  of  thousands  of  wildlife 

promising  anti-cancer  properties.  After  species,  and  the  survival  of  hundreds  of 

all,  as  home  to  half  of  the  worlds  plant  and  millions  of  people  in  developing  countries 

animal  species,  these  forests  are  a  vast  depend  on  what  we  do  now  to  keep  the 

biochemical  warehouse.  tropical  forests  alive. 

What  is  surprising  is  that  the  human       The  means  of  solving  this  problem  are 

race  is  destroying  this  living  resource  at  an  within  our  reach.  Write  in  order  to  find  out 

alarming  pace.  how  you  can  help  keep  the  tropical  forests 

Each  day  74,000  forested  acres  are  alive,  before  the  reasons  disappear 


KiiepTropical  Foiesis  Alive. 


Tropical  Forest  Projuct.  World  Resources  Institute,  1 735  New  York  Avenue  N.  W  Washington,  D  C  20006/ Prepared  by  Rictiardson.  Myers  &  Donofrio.  Inc. 
98B-CA 


100%  TAX-FREE 
100%  NO-LOAD 

Are  you  loolong  for  ways  to  add  to  your  income  without  adding  to  your  taxes?  Come  to  T.  Rowe 
Price.  We've  earned  a  reputation  as  leaders  in  municipal  investing,  currently  managing  more  than 
$3  billion  in  municipal  investments. 

Tax-Exempt  Money  Fund:  By  offering  stability  and  daily  Hquidity,  this  Fund  can  be  an  ideal 
income-producing  "parldng  place"  between  investments.  It  offers  competitive  tax-free  money 
market  yields  plus  maximum  principal  stability  by  investing  in  short-term  money  market 
municipal  securities. 

Tax-Free  Short-Intermediate  Fund:  This  Fund  offers  higher  yields  than  our  tax-free 
money  market  fund,  with  price  stability  greater  than  that  of  funds  investing  in  longer  term 
municipal  securities.  To  achieve  its  objective  and  to  help  protect  principal,  we  actively  manage 
a  diversihed  portfoHo  of  securities  within  the  three  highest  credit  categories. 

Tax-Free  Income  Fund:  This  Fund  is  for  investors  who  can  accept  the  wider  price  fluctu- 
ations of  longer  term  bonds  in  pursuit  of  even  higher  tax-free  income.  We  manage  the  portfoHo's 
average  maturity  and  adjust  the  quahty  range  of  its  holdings  to  rninirnize  price  fluctuations. 

Tax-Free  High  Yield  Fund:  if  you  are  seeldng  the  highest  tax-free  yield,  look  to  this  Fund. 
It  invests  in  long-term,  medium-to-lower  quahty  bonds  -  the  sector  of  the  municipal  market  that 
has  traditionally  rewarded  investors  with  the  highest  level  of  tax-free  income.  The  Fund's  income 
and  price  volatihty  should  be  the  greatest  

I    T.  ROWE  PRICE  TAX-FREE  FUNDS 


of  aU  our  tax-free  funds.  *  * 

All  offer  daily  Hquidity,  free  check 
writing,  $2,500  rninimum  and  no  sales 
charges  of  any  kind. 


Call  24  hours 
for  current  yields 
and  a  free  information  kit 

1-800-638-5680 


T.  Rowe  Price,  5 1 5  South  Flower  Street 

Arco  Tower,  3 1  st  Floor,  Los  Angeles,  C A  9007 1 

Send  the  prospectus(cs)  with  more  complete  mformation,  including 
management  fees  and  other  charges  and  expenses,  for  the  Fund(s) 
checked  below.  I  will  read  it  carefully  before  I  invest  or  send  money. 

□  Tax-Exempt  Money  Fund     □  Tax-Free  Short-Intermediate  Fund 

□  Tax-Free  Income  Fund         □  Tax-Free  High  Yield  Fund 

Name 
Address 


City/State/Zip 


TFF010104 


Phone 


□  Home  □  Business 


Invest  With  Confidence 

T.RoweR'Ice 


ome  income  may  be  subject  to  state  and  local  taxes  Yield  will  vary  as  will  the  bond  funds'  share  price  **Some  income  may  be  subject  to  the  alternative  minimum  tax 
lowe  Price  Investment  Services,  inc.,  Distributor 
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The  press: 
fuU  court 


one-on-one. 


Charging.  Dodging.  Challenging. 
Guarding.  One  side  on  the  offensive. 
One  side  on  the  defensive. 

When  the  press  faces  off  against 
public  figures,  it  sometimes  seems  like 
a  sporting  event.  But  it's  more  serious 
than  that.  Because  often,  at  the  heart 
of  the  issue  is  the  First  Amendment. 
And  its  guarantees  of  a  free  press. 

Some  say  the  rights  of  the  press 
should  be  taken  away.  They  say  the 


press  goes  too  far  Sometimes  even  the 
press  questions  how  far  is  too  far. 

Others  say  the  rights  of  the  press 
protect  the  rights  of  the  people.  Your 
right  to  be  informed  about  things  that 
affect  your  life  and  your  right  to  decide. 

The  debate  will  continue. 

But  one  thing  is  for  sure.  You  won't 
always  agree  with  what  the  press  has 
to  say. 

And  it's  your  right  not  to. 


To  learn  more  about  the  role  of  a 
free  press  and  how  it  protects  your 
rights,  contact  the  First  Amendment 
Center  at  1-800-542-1600. 

If  the  press 
didn't  tell  us, 
who  would? 


A  public  service  message  of  The  Ad  Council  and  The  Society  of  Professional  Journalisis 
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ex  to  Companies 

ex  gives  the  starting  page  for  a  story  or  fea- 
1  a  significant  reference  to  a  company.  Most 
ries  are  indexed  under  their  own  names. 

Hitachi  84 

Home  Capitol  Services  70 
1 

Penney  (J.  C.)  50 

PhormoKinetics 
Laboratories  31 

Pioneer  40 

ies  listed  only  in  tables  ore  not  included. 

IBM  82,85 

Piper  Aircraft  32 

Dr  Pepper  77 

Insiico  76 

Pitney  Bowes  50 

>&  Casualty  50, 
n  32 

Drexel  Burnham 
Lambert  70,72,76,77, 
78 

Du  Pont  48 

Integrated  Resources  70, 
72 

ISIS  Pharmaceuticals  88 
J 

Pittston  36 

Procter  &  Gamble  68,  102 
Prudential  42 

Duone  Reade  30 

Q 

Optical  98 

Jefferson  Smurfit  48 

Quod  94 

E 

JMB  Realty  54 

Quadra  Logic 
Technologies  85 

R 

6 

! 

Edgcomb  72 
Edizione  42 

JPS  Textiles  72 
K 

Elders  IXL  54 

KJK  Nabisco  /O 

iosystems  88 

KD  Equities  77 

Design  94 

F 

King  Soopers  30 

s 

search  94 

Federal  Deposit 
Insurance  70 

Federal  Express  28,  50 

KLM-Royol  Dutch 
Airhnes  54 

Saatchi  &  Sootchi  68 
Schein  Pharmaceutical  31 
Sears,  Roebuck  62 

oston  82 

llorr.merce  &  Credit 
ional  37 

^ew  England  78 

Federated  78 
First  Boston  76 
Fisher  96 
Ford  28 

Forstmonn  Little  77 
Foundation  Health  82 

Kohlberg  Kravis  Roberts  77 
Korokuen  79 
Korean  Airways  32 

L 

Seibu-Soison  42 
Seiko  Epson  40 
SmithKline  Beechom  31 
Sony  40,94 

frust  54 
fernational  85 
well  50 
itic  82 
42 

Limited  (The)  42 
Linn  94 

Sun  Microsystems  84 

T 

Franklin  Savings  36 
Fruehouf  76 

Loews  7 
Lufthansa  32 

M 

Tandy  84 
Texas  Air  78 
Topps  77 

11, 82 

Marriott  54 

Toshiba  40 

irmaceutical  31 

Gap  (The)  42 

Matsushita  40 

Toyoto  7,  40 

l-Ferris 
es  48 

General  Cinema  79 
General  Electric  50,  82 

McCann-Erickson 
Worldwide  68 

Tracer  76 

Triplex  Pharmaceutical  88 

ng  7 

General  Mills  102 

McDonnell  Douglos  82 

TRW  82 

Genta  88 

Merrill  Lynch  76 

U 

7roup  62 
owley  Hale  79 

Georgia-Pacific  36 
Gileod  Sciences  88 

Morgan  Stanley  76 
N 

UAL  79 
Unisys  82 

M 

Cooke  36 
7, 34 

Gillette  30,82 
GM  7,36 

Ooldmon  Sochs  36  72  76 

NAD  94 

Nokomichi  94 
Neiman-Morcus  79 

United  Parcel  Service  50 

United  States 
Biochemical  88 

V 

78 

iJata  82 

Great  Northern 
Nekooso  36 

Nordico  42 

Northwest  Airlines  54,  62 

Volvo  7 
W 

)oint  94 

Groupe  Victoire  42 

o 

Walt  Disney  54 

Guaranty  Federal  Savings 
&Loan  70 

-  Gulfstreom  Aerospace  77 

Ogiivy  &  Mather 
Worldwide  68 

Wang  Loborolones  82 
Warner-Lambert  30 

^Aasius  Benton  & 

P 

Waste  Management  48 

68 

H 

Pocific  Gas  &  Electric  34 

West  Point-Pepperell  72 

enerol  82 

Harcourt  Brace  78 

PaineWebber  70 

Y 

Equipment  82 

Hilton  Hotels  54 

Pan  Am  54 

Young  &  Rubicam  68 

The  Hotel  Royal  Taipei. 
Old  World  refinement  and 
sophistication  that's 
reminiscent  of  southern 

France.  Along  with 
uniquely  personalized 
service  that  helps 
make  a  stay  memorable. 
Experience  it. 

hotel  royal  taipei 

37-1.  Section  2,  Chung  Shan  North  Road.  Taipei,  Taiwan 
Tel   542-3266  Telex  23915 
Cable  ROYAL  HTL  Fax  543-4897 


^nikkO  hotels  international 

For  reservations,  call  your  travel  agent, 
Japan  Air  Lines  office,  LRI 
or  Nikko  Hotels  International. 
Toll  free  in  U  S  and  Canada 
1-800-NIKKO-US  (645-5687) 

THE  GRANDE  l  OLLEl'TIDN  (JF  HOTELS 
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We  now  import  more  than 
40  percent  of  all  the  oil  we  use. 
And  that  percentage  is  growing. 
Our  excessive  dependence  on 
foreign  oil  could  blow  up  in  our 
faces  at  any  moment  if  our  supply 
were  somehow  disrupted. 

But  the  more  we  use  nuclear 
energy,  instead  of  imported  oil,  to 
generate  our  electricity  the  less  we 
ha  e  to  depend  on  uncertain  for- 
eign .)il  supplies. 


America's  112  nuclear  electric 
plants  already  have  cut  foreign  oil 
dependence  by  4  billion  barrels 
since  the  oil  embargo  of  1973, 
saving  us  $115  billion  in  foreign 
oil  payments. 

But  112  nuclear  plants  will 
not  be  enough  to  meet  our  rapidly 
growing  demand  for  electricity 
We  need  more  plants. 

Importing  so  much  oil  is  a  dan- 
ger we  must  not  ignore.  We  need  to 


rely  more  on  energy  sources  we  ca 
count  on,  like  nuclear  energy. 

For  a  free  booklet  on  nuclear 
energy  write  to  the  U.S.  Council 
for  Energy 
Awareness, 
P.O.  Box  66080, 
Dept.  BB26, 
Washington, 
D.C.  20035. 

U.S.  COUNCIL  FOR  ENERGY  AWARENES' 


Nuclear  energy  means  more  energy  independence. 


©1990  USCEA 


/estment  Figures  of  the  Wee 


TARY 

week  in  the  financial 
"he  Dow  Jones  industrial 
ell  39  points  on  Feb.  20, 
irices  plunged  following 
German  and  Japanese 
tes.  Among  the  big  los- 
:losed-end  mutual  funds 
n  German  issues,  includ- 
established  funds  that 
soaring  only  o  week  be- 
ral  Reserve  Chairman 
>nspan  contributed  to 
malaise  by  indicating 
ed  would  not  ease  inter- 


BONDS 


THi  DOLLAR 


52-week  change 
+  12.6% 


Feb.  15-21 


■  340  1500 

•  335  1350 

330  1200 
327  67 

325  1050 


1-week  change 
-1.3% 


Feb.       Aug.       Feb.      Feb.  15-21  Feb.       Aug,  Feb. 
  1340       no  I 


.  320  900 


Shearson  Lehman 
Treasury  index 


4? 


52-week  change  1 -week  change 

+  3.8%  -2.0% 


1220  70 


J.  P.  Morgan 
Index 


52-week  change 
+  0.6% 


Feb.  15-21 


1  -week  chan 
-0.3% 


KIT  ANALYSIS 

% 

change 

KKS 

latest 

Week 

S2-week 

ES  INDUSTRIALS 

2583.6 

-1.6 

13.1 

PANIES  (Russell  1000) 

171.2 

-1.3 

11.1 

)MPANIES  (Russell  2000) 

157.1 

-0.7 

1.1 

PANIES  (Russell  3000) 

182.5 

-1.2 

10.3 

%  chonge  (local  curreacy) 

STOCKS 

Latest 

Week 

52 -week 

(FINANCIAL  TIMES  100) 

2259.7 

-1.7 

11.1 

IIKKEI  INDEX) 

35,734.3 

-3.8 

10.6 

(TSE  COMPOSITE) 

3672.5 

-2.1 

2.5 

FUNDAMENTALS 

Latest 

Week  ago 

Tear  ago 

90-DAY  TREASURY  BILL  YIELD 

8.0% 

7.9% 

8.8% 

30-YEAR  TREASURY  BOND  YIELD 

8.7% 

8.4% 

9.1  % 

S&P  500  DIVIDEND  YIELD 

3,4% 

3.2% 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

14.2 

14.3 

11.8 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Readmg 

S&P  500  26-week  moving  overage 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vtckers  sell/buy  ratio 

343.5 
26.0% 
0.41 
0.85 

344.0 
26.6% 
0.36 
0.87 

Negative 
Neutral 
Positive 
Positive 

STRY  GROUPS 

BRIDGE 

INFORMATION 

SYSTEMS  INC 

EEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  S2-week 

Price 

D  GAS  DRILLING 

23.0 

82.8 

ROWAN 

31.8 

1  15.4 

14 

CARE  SERVICES 

15.5 

6.5 

GENENTECH 

30.5 

27.4 

263/4 

LI  EQUIPMENT  AND  SERVICES 

10.3 

46.7 

HALLIBURTON 

18.6 

60.0 

47 

nC  OIL 

7.1 

29.0 

UNOCAL  DELAWARE 

16.6 

46.4 

30% 

TER  SYSTEMS 

5.0 

-19.1 

CRAY  RESEARCH 

19.2 

-21.7 

45% 

EEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Prke 

AND  MOTELS 

-8.3 

2.4 

HILTON 

-12.5 

30.3 

65 

G 

-8.2 

16.3 

CAESARS  WORLD 

-13.0 

-26.6 

23  y2 

RCIAL  SERVICES 

-7.0 

-14.7 

NATIONAL  EDUCATION 

-28.6 

-80.2 

5 

S 

-6.9 

-5.2 

UAL 

-21.2 

1.3 

1271/8 

» 

-6.7 

6.1 

SEAGRAM 

-1 1.8 

9.2 

74  V2 

UAl  FUNDS 


MORNINGSTAR  INC, 


total  return 


r  STRATEGIES 

EGIC  GOLD/MINERALS 

EGIC  SILVER 

total  return 


EGIC  INVESTMENTS 

>  SERVICES  GOLD  SHARES 

nr  SELECT  ENERGY  SERVICE 


19.5 
1 1.7 
10.0 


66.1 
63.0 
56.8 


LAGGARDS 
Four-week  total  return 


STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
FAIRMONT 

52-week  total  return 


PRUDENT  SPECULATOR  LEVERAGED 
STRATEGIC  GOLD/MINERALS 
UNITED  SERVICES  LOCAP 


 % 

-9.1 
-7.3 
-6.9 


-22.4 
-19.5 
-13.9 


j  Average  fund 


iTfVE  PORTFOIIOS 


DATA  RESOURCES  INC. 


nounls 

if  the  present 

$10,000 

one  year 
ach  portfolio 

jes  indicate 
total  returns 


U.  S.  stocks 
$11,538 

+  0.41  % 


Treasury  bonds 
$11,270 

-2.41  % 


m 

Foreign  stocks 
$11,142 

-0.90% 


Gold 
$11,040 

+  0.45% 


Money  market  fund 
$10,736 

+  0. 1 5  % 


1  ttiis  page  Ofe  as  of  market  close  Wednesday,  Feb.  21,  1990,  unless  otherwise  indicated.  Feb,  20,  Mutual  fund  returns  ore  as  of  Feb,  16,  Relolive  portfolios  ore  valued  as  of  Feb,  20  A  more 
sups  include  S&P  500  companies  only;  performance  and  share  prices  are  os  of  morkel  close        detailed  explanation  of  this  page  is  ovoiloble  on  request 
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AQUINO  IS  PLAYING 
A  DANGEROUS  GAME 


efense  Secretary  Dick  Cheney's  harsh  treatment  by 
)  Philippines  President  Corazon  Aquino  and  anti- Amer- 
ican demonstrators  means  the  U.  S.  will  have  to  face 
up  to  hard  choices  about  the  future  of  U.  S. -Philippines 
relations,  the  $618  million  in  annual  aid,  and  the  presence  of 
two  major  military  bases.  Aquino's  government  has  been 
discredited  by  growing  corruption,  political  disillusionment, 
and  six  military  coup  attempts  in  four  years.  By  refusing  to 
meet  Cheney  because  Congress  cut  $96  million  from  the 
U.  S.  aid  package,  Aquino  has  thrown  away  a  valuable  op- 
portunity to  shore  up  Washington's  flagging  confidence  in 
her  government  only  two  months  after  the  U.  S.  Air  Force 
rescued  her  from  certain  revolution. 

Aquino  is  playing  an  old  game,  assuming  that  by  tweak- 
ing Uncle  Sam's  whiskers,  he  can  be  made  to  see  things  her 
way.  She  is  distancing  herself  from  the  U.  S.  for  domestic 
consumption.  But  what  she  does  not  seem  to  recognize  is 
that  the  U.  S.  is  reassessing  not  only  its  foreign-aid  commit- 
ments but  also  the  need  to  maintain  so  large  a  military 
presence  around  the  world.  Rather  than  restoring  the  aid 
cuts  to  the  Philippines,  the  snub  to  Cheney  is  sure  to  ac- 
celerate pressure  in  Washington  to  phase  out  the  bases  if 
Manila  demands  unreasonable  terms  for  renewing  their 
leases.  There  may  also  be  closer  scrutiny  of  nonmilitary  aid 
until  she  can  guarantee  that  U.  S.  largesse  will  be  properly 
utilized. 

Aquino  seems  to  be  insensitive  to  the  "aid  exhaustion" 
already  expressed  by  many  countries  that  participated  in  the 
Philippines  recovery  package  agreed  upon  last  summer.  And 
there  can  be  little  doubt  that  she  fails  to  appreciate  the 
heady  shift  in  donor  enthusiasm  away  from  traditional  client 
states  to  potential  recipients  in  Eastern  Europe.  In  asking 
for  more  money  and  simultaneously  associating  herself  with 
the  sentiments  of  rock-throwing  Filipino  demonstrators  at 
Clark  Air  Force  Base,  Aquino  has  once  again  demonstrated 
bad  political  timing  and  weak  domestic  authority.  The  U.  S. 
has  had  a  long  relationship  with  the  Philippines.  The  Subic 
Bay  naval  installation,  especially,  is  a  key  outpost  in  South- 
east Asia.  The  U.  S.  presence  there  is  as  important  to  Manila 
as  it  is  to  Washington  and  our  other  Pacific  friends  and 
allies.  The  task  for  U.  S.  diplomacy  is  to  make  Aquino  see 
where  her  country's  own  best  interests  lie. 


THE  HUMAN  TOUCH 
SOCIAL  SECURITY  NEEDS 


It  was  a  central  tenet  of  Reaganism:  the  less  government, 
the  better.  So  the  Reagan  Administration  slashed  the 
staffs  at  agencies  that  oversaw  everything  from  the 
environment  and  workplace  safety  to  social  security.  Now, 
President  Bush  is  making  a  promising  start  toward  revers- 
ing that  course.  And  there  is  no  bureaucracy  that  needs  the 


assistance  more  than  the  Social  Security  Administi 
The  SSa's  staff  was  reduced  from  80,000  in  1984  to 
now,  while  its  work  load  became  more  complex  and  dif 
Computerization  was  supposed  to  make  up  for  a  si 
staff,  but  it  didn't.  Work  backlogs  and  mistakes  in  be 
payments  are  commonplace.  Bedridden  elderly  and  me 
ill  homeless  are  not  signing  up  for  benefits  becausi 
agency  has  slashed  crews  of  "outreach"  workers.  Tl 
also  has  shifted  a  large  share  of  its  work  from  pei 
contacts  by  field-office  workers  to  a  national,  toll-fre( 
phone  line.  But  many  elderly  callers  have  a  hard  tim^ 
ing  with  complicated  transactions  by  phone. 

After  six  months  on  the  job,  the  SSa's  new  commissjii 
Gwendolyn  S.  King,  is  making  encouraging  headway  irj 
ping  up  the  mess.  She  will  be  hiring  staff  where  shoi-^ 
are  most  severe.  She  also  is  eliminating  productivity  qj 
that  reward  desk-clearing  but  penalize  time-consuming 
that  provide  needed  services  to  beneficiaries.  King's 
can  be  the  first  tentative  steps  toward  getting  the  ss. 
on  track.  Computers  simply  can't  take  the  place 
human  touch  in  helping  the  elderly,  the  disabled,  ai 
poor  with  their  problems. 


PUTTING  A  LID 
ON  GARBAGE 


Perhaps  it's  only  fitting  that  our  throwaway  soci 
up  to  its  eyeballs  in  trash.  We  generate  160  n 
tons  of  garbage  a  year,  and  about  half  of  the  na 
6,000  remaining  landfills  will  be  out  of  room — and  c 
business — by  1995.  The  garbage  glut  is  a  multifaceted 
lem.  But  the  nation  needs  to  pursue  one  avenue  more 
ously:  recycling. 

Gathering  up  old  newspapers  and  plastic  pop  bottl( 
reuse  isn't  just  a  do-gooder  cause.  The  more  garbag 
recycle,  the  more  precious  landfill  space  we  preserve 
U.  S.  recycles  only  11%  of  its  trash.  That's  far  below  th 
level  in  Japan  and  Sweden's  39%.  Given  the  stakes,  A 
ca's  recycling  crusade  could  use  a  big  boost  from 
Sam,  the  private  sector,  and  the  public. 

Already,  34  states  have  procurement  laws  favoring 
cled  paper,  as  well  as  plastics  (page  48).  Current  f( 
procurement  rules  call  for  agencies  to  use  a  minimi 
40%'  recycled  material  for  their  paper  needs.  Yet  thei 
catch:  If  recycled  paper  costs  a  penny  more  than  the 
variety,  the  quota  doesn't  apply.  This  kind  of  penny-pinj^ 
misses  the  larger  point.  Except  for  cases  of  extreme 
differences,  Washington  should  tip  the  scale  in  fav 
recycled  material. 

The  private  sector  needs  to  pitch  in,  too.  Consumer 
uct  companies  should  look  at  ways  to  cut  excess  pape 
plastic  wrappings.  Others  should  follow  the  examp 
Procter  &  Gamble  Co.  and  General  Mills  Inc.,  which  no 
recycled  materials  in  their  packaging.  And  Americans  s 
press  local  politicians  to  set  up  recycling  programs  in 
communities.  Unless  more  households  take  up  the  cal 
hard  to  see  how  the  Environmental  Protection  Agency'.' 
of  25%'  recycled  garbage  by  1992  can  be  met. 
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THE  EUROPEAN  LUXURY  CAR  THAT  CAN 
SURVIVE  AHEAD-ON  COLLISION  WITH  LOGIC 


While  most  European  luxury 
cars  scream  money,  the  Volvo  740 
GL  prefers  to  shout  logic. 

Instead  of  supeifluous  bells  and 
whistles,  the  740  is  endowed  w  ith  vir- 
tually every  comfort  you  could  want. 
Plus  the  comfort  of  siifet\'.  durability 
and  value  for  the  money  Which  is  why 


it's  a  car  for  those  who  seek  to  impress 
with  the  depths  of  their  intelligence 
rather  than  the  depths  of  their  wallets. 

And  because  the  740  is  a  Volvo, 
its  about  as  superbly  an  engineered 
cai-  as  you  can  get.  Its  standard  fea- 
tuKS  include  power  assisted  disc 
brakes,  a  supplementiil  resti-aint  syv 


tem  and  an  interior  complete  with- 
some  surprisingly  expensive  touches  i 
for  such  an  inexpensive  car. 

Which  is  why  if  \ou  re  considering 
your  first  European  luxur\  opr.  con- 
sider the  one  cai^  thai  won't  v;rumble 
under  a  hea\y  dose  "VOlA/O 
of  logical  thinking,  a  ai^vixi  can  believe  in 
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If  you're  already  pretty  good 
at  what  you  do  but  want  to  be 
even  better,  you're  probably  ready 
for  the  Dale  Carnegie  Coursed 


You  know  deep  down  N'ou've  got  it  in  \'ou 
to  excel,  to  reach  more  of  your  goals  in  a 
shorter  period  of  time  aiid  to  gain  the  success 
you  want  and  deser\'e.  But  there  may  be 
some  added  qualities  you  need  to  help  you 
achie\'e  these  objectix'es.  You  may  need  to 
speak  more  effecti\'el\;  to  get  your  ideas 
across  to  others  with  greater  force  and 
con\1ction.  Perhaps  you  need  to  be  able  to 
inspire  the  people  around  you,  to  instill  in 
them  a  greater  sense  of  cooperation  and 
team  spirit.  And  \'ou  ma\'  need  the  skills  to 
handle  \'our  responsibilities  with  more 
confidence  and  self-assurance. 

The  Dale  Carnegie  Course^  is  designed  to 
help  men  and  women  disco\'er,  de\  elop  and 
use  more  of  their  untapped  inner  resources. 
It  helps  them  build  on  these  innate  human 
talents  and  capabilities  and  draw  upon  them 
ever}'  da\'  to  meet  the  challenges  in  their 
work,  in  their  li\'es.  That's  wh\'  thousands 
of  companies  from  the  small  business  to  the 
large  corporation  choose  Dale  Carnegie' 
Training  to  bring  out  the  best  in  their  people. 
In  fact.  400  of  the  Fortune  500  companies 
use  Carnegie  Training: 

In  the  Dale  Camede  Course;  vou  learn  to 


communicate  with  clear,  concise  language 
that  gains  the  attention  of  others  and  reduces 
misunderstanding.  You  learn  how  to  deter- 
mine what  moti\'ates  people,  what  makes 
them  think  and  act  as  they  do.  i\nd  \'ou 
become  better  able  to  interact  with  others 
with  greater  hamion\'  and  cooperation. 

Paiticipants  soon  feel  a  positive  differ- 
ence in  themselves.  Their  self-ima^e  is 
enlianced,  their  self-confidence  gi'ows.They 
become  more  enthusiastic,  more  aleit,  more 
energetic  and  self-reliant.  Their  personalities 
become  more  vibrant,  more  interesting  and 
attractive  to  others.  And  they  are  better 
able  to  control  tension  and  stress.  The>' 
disco\'er  a  new  \italit>;  a  new  excitement 
as  they  begin  to  use  their  new4y  developed 
skills  and  abilities  to  reach  the  goals  they 
set  for  themselves. 

Find  out  how  the  Dale  Carnegie  Course"  ' 
can  help  you  become  even  better  at  what 
you  do.  For  more  infonnation  about  Dale 
Carnegie'  Training,  ask  for  \'our  free  copy 
of  our  qtiick-reading  booklet  that  outlines 
the  courses  in  greater  detail.  Call  toll-free 
800  231-5800.  Or  wilte  directly  to  the 
address  below. 


I  Ve  Deliver  Leadership  Training  Worldwide 

DALE  CARNEGIE  &ASSOCLMES.  IXC. 

SU     230B  •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON.  TEXAS  77036 
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The  production  index  advanced  for  the  week  ended  Feb.  17,  to  its  highest  level 
since  the  end  of  December  On  a  seasonally  adjusted  basis,  auto  and  truck  output 
were  up  sharply,  and  electric  power  output  increased  as  well.  Lumber,  steel,  coal, 
paper,  and  poperboard  output  all  declined.  Crude-oil  refining  and  rail-freight  traffic 
were  unchanged  from  the  previous  week.  Before  calculation  of  the  four-week  moving 
average,  the  index  rose  to  176.7  from  175  2. 
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The  leading  index  fell  for  the  week  ended  Feb.  17.  The  index  has  fallen  in  i 
week  of  1990,  indicating  economic  growth  will  slow  further  this  year.  In  the  latej 
week,  an  increase  in  business  failures  and  a  continued  decline  in  materials  pricl 
offset  faster  growth  rates  in  real  estate  loans  and  M2.  Stock  prices  and  bond  yielffl 
were  unchanged  from  the  prior  week.  Before  colculotion  of  ♦he  four-week  mov 
average,  the  index  rose  to  215.3,  from  215  in  the  previous  week. 
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PRODUCTION  INDICATORS 


Latest 
week 

Week  ° 
ago 

%  Chonge 
year  ago 

STEEL  (2/241  thous.  of  net  tons 

1,825 

1,812# 

-7.7 

AUTOS  (2/24)  units 

137,805 

122,618rfl: 

-6.1 

TRUCKS  (2/24)  units 

82,034 

82,692r# 

-12.4 

ELECTRIC  POWER  (2/24)  millions  of  kilowatt-hours 

54,457 

53,780  = 

-2.3 

CRUDE-OIL  REFINING  (2/24)  thous.  of  bbl./day 

13,459 

1 3,608  # 

6.0 

COAL  (2/17)  thous.  of  net  tons 

20,31 5# 

20,844 

5.0 

PAPERBOARD  (2/17)  thous.  of  tons 

749.7  # 

743. 3r 

-0.6 

PAPER  (2/17)  thous.  of  tons 

757.0  # 

758.0r 

1.1 

LUMBER  (2/17)  millions  of  ft. 

496.5 

542.4 

9.1 

RAIL  FREIGHT  (2/17)  billions  of  ton-miles 

19.7*^ 

19.8 

0.5 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst  ,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA',  Association  of 
American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (2/28) 

149 

145 

128 

GERMAN  MARK  (2/28) 

1.69 

1.67 

1.85 

BRITISH  POUND  (2/28) 

1.69 

1.71 

1.72 

FRENCH  FRANC  (2/28) 

5.73 

5.66 

6.28 

CANADIAN  DOLLAR  (2/28) 

1.19 

1.20 

1.19 

SWISS  FRANC  (2/28) 

1.49 

1.48 

1.58 

MEXICAN  PESO  (2/28)^ 

2,745 

2,739 

2,358 

Sources:  Mo|or  New  York  bonks.  Currencies  expressed 
British  pouncJ  expressed  in  dollars. 

n  units  per  U.  S.  dollar,  except  for 

PRICES 

latest 
week 

Week  ' 
ago 

%  Change 
year  ago 

GOLD  (2/28)  $/troy  oz. 

407.700 

420.000 

6.2 

STEEL  SCRAP  (2/27)  :ft  l  heavy,  $/ton 

103.50 

103.50 

-15.9 

FOODSTUFFS  (2/26)  index,  1 967  =  1 00 

215.0 

212.8 

-7.5 

COPPER  (2/24)  t./ib. 

1 18.7 

1 10.6 

-18.0 

ALUMINUM  (2/24)  ^./ib. 

66.8 

66.0 

-34.5 

WHEAT  (2/24)  #2hord,  $/bu. 

4.15 

4.13 

-5.7 

COTTON  (2/24)  strict  low  middling  M/16  in.,  «?/lb. 

66.25 

65.49 

19  7 

LEADING  INDICATORS 


latest 
week 

Week       %  Cht 
ago  yeor 

1 

STOCK  PRICES  (2/23)  S&p  500 

326.38 

332,14  1 

CORPORATE  BOND  YIELD,  Aaa  (2/23) 

9.27% 

9.21% 

INDUSTRIAL  MATERIALS  PRICES  (2/23) 

101.8 

101.5 

BUSINESS  FAILURES  (2/16) 

274 

248 

REAL  ESTATE  LOANS  (2/14)  billions 

$361.5 

$360.3  1 

MONEY  SUPPLY,  M2  (2/12)  billions 

$3,257.9 

$3,251. 8r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/10)  thous. 


372 


352 


Sources:  Stondord  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—100),  Di 
Bradstreet  (failures  of  large  companies),  Federol  Reserve  Boord,  Labor  Dept.  CIBCR  sea  3 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


latest 
month 


Month 
ago 


ORDERS  FOR  DURABLE  GOODS:  MFG.  (Jan.)  billions  $1 18.2 


$132.0r 


BUDGET  SURPLUS  OR  DEFICIT  (-)  (Jon.)  millions       $9,920  $14,640 


IMPORTS  (Dec.)  millions 


$39,934 


EXPORTS  (Dec.)  millions 


$31,109 


Sources:  Commerce  Dept.,  Treasury  Dept. 


MONETARY  INDICATORS 


MONEY  SUPPLY,  Ml  (2/12) 


BANKS'  BUSINESS  LOANS  (2/14) 


FREE  RESERVES  (2/21) 


NONFINANCIAL  COMMERCIAL  PAPER  (2/14) 


Sources:  Federal  Reserve  Boord  (in  billions,  except  for  free  reserves,  which  are  expresseJ 
o  two-week  period  in  millions) 


MONEY  MARKET  RATES 


Sources:  London  Wed.  final  setting,  Chicago  mkt.,  Commodity  Research  BureoL',  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


latest 

Week 

Yecl 

week 

ago 

a] 

FEDERAL  FUNDS  (2/27) 

8.27% 

8.24% 

9.8 

PRIME  (2/28) 

10.00 

10.00 

11.4 

COMMERCIAL  PAPER  3-MONTH  (2/27) 

8.16 

8.15 

9.7 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (2/28) 

8.24 

8.25 

10.0 

EURODOLLAR  3-MONTH  (2/21) 

8.25 

8.20 

9.6 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  Include  machinery  and  defense  equlp.i 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  available         r=  revised         NM  =  Not  meaningful 
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In  the  tough  new  world 

OF  THE  '90s, 
IT  ISN'T  ENOUGH  TO  SURVIVE 


You  WANT  TO  SUCCEED 


'HE  COMPETITIVE  ADVANTAGE  YOU  NEED 

IS  RIGHT  NEXT  DOOR 


■competitive ■  I  I  10 

■  ADVANTAGE  M  ■  I  ■  H 


In  the  tough  business  environment 
of  the  '90s,  you  need  a  strong 
competitive  advantage  to  succeed 
and  prosper.  Ontario,  Canada,  gives 
you  that  advantage. 

Ontario  is  the  northern  hub  of 
the  North  American  econom>'.  It's  a 
dynamic  and  well-developed  indus- 
trial societ}'  offering  all  the  peo- 
ple, facilities  and  services  you 

UWe  encourage  business  growth 
with  cx'erythingfrom  skills  develop- 
ment programs  to  joint  research 
projects  that  give  Ontario-based 
companies  a  big  edge  in  meeting 
world  competition,  ff 
Da\'id  Peterson.  Premier  of  Ontario. 


need,  as  well  as  convenient  access 
to  the  markets  >'ou  want  to  reach. 

For  the  four  years  ending  in 
1988,  we  established  the  fastest 
rate  of  industrial  growth  in  the 
worid.  And  foreign  investment  in 
Ontario  has  exploded,  from  $870 
million  in  1980  to  almost  $12.0 
billion  last  year. 

Almost  two-thirds  of  foreign 
investments  in  Canada  come  to 
Ontario,  the  most  populous 
province.  In  the  last  five  years 
we  created  more  than  700,000 
new  jobs. 


THE 
ONTARIO 
ADVANTAGE 


•  Modern,  well-established 
industrial  infrastructure. 

•  Excellent  transportation  and 
communications  network. 

•  A  co-operative,  well-educated, 
highly  skilled  workforce. 

•  Easy  access  to  world  markets. 

•  Favorable  exchange  rates  and 
no  currency  restrictions. 

•  Under  the  Free  Trade  Agree- 
ment, most  goods  move 
between  Ontario  and  the  U.S. 
without  tariffs. 


AVERAGE  HOURLY 
COMPENSATION  IN 
MANUFACTURING, 
INCLUDING  BENEFITS 

(1988.  $U.S  ') 

Michigan  $18.30 

Ohio  $16.40 

Illinois  $15.10 

New  York  $14.20 

Massachusetts  $14.00 

Ontario  $13.80 

Tennessee  $12.20 

Source:  Ontario  Ministry  of  • 
Treasury  and  Economics 
*Cdn$1  =aS.$0.85 


THE  REASONS  WHY 

•  It's  profitable  to  do  business  here 
In  1988  our  corporate  pre-tax 
profits  grew  15.7  percent;  after 
tax  profits  —  the  real  bottom  line 
—  are  about  three  times  higher 
than  in  the  U.S.'  Come  share  the 
growth. 

•  Ontario  is  close  to  North  Ameri- 
ca's laigest  markets,  with  excel- 
lent road,  rail,  air  and  water 
connections  to  anywhere  you 
want  your  products  to  go. 


'/n  198/,  after-tax  profits  were  8.7  pe) 
cent  of  GDP  in  Ontario,  compared 
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why  are  we  in  Ontario?  Because 
can find  world-class  expertise  in 
'ost  any  type  of  technology 
kin  25  miles  of  my  office.  99 

aid  Morrison, 
ident,  Kodak  Canada  Inc. 

itario  companies  produce  the 
lods  and  provide  the  services 
)u  need,  at  competitive  prices, 
ting  you  source  on  time, 
1  budget. 

itario's  government  has  policies 
id  programs  to  make  you  feel 
^ht  at  home,  quickly  and 
ofitably. 


FOREIGN  INVESTMENT  IN  ONTARIO 


YEAR 


Source;  Investment  Canada 
•1989  Estimated 


Almost  half  the  U.S.  population 
is  within  a  day's  dn'vc  of  the  Ontan'o 
border  And  we  speakjour  language. 

•  Add  in  a  sophisticated  financial 
community  with  world-wide  con- 
nections, and  you'll  understand 
why  Ontario  is  the  right  place  for 
your  investment,  and  your  best 
source  for  goods  and  services. 

In  a  world  where  your  competi- 
tion gets  stronger  every  month, 
Ontario  is  the  advantage  you  need. 


M  Ontario 


when  the  Menasco  Aerospace  Ltd. 
SLibsidiaty  of  New  York-based  Colt 
Industries  was  looking  to  expand, 
there  were  three  good  reasons  for 
choosing  Ontario,  according  to 
Group  President  john  Cybulski. 

"Location.  Location.  Location. 
Ontario  is  a  veiy  convenient  place." 
he  sa\'s.  "It's  easy  to  get  supplies 
and  components  in,  and  finished 
products  out." 

Canada  is  your  biggest  foreign 
customer,  and  Ontario  buys 
more  than  half  of  all  U.S.  exports 
to  Canada. 

"And  there  are  other  benefits: 
taxes  are  reasonable,  there  is  a 
good  supply  of  skilled  workers  in 
our  industry,  and  the  business 
climate  is  veiy  favorable." 

Menasco's  550  employees  in 
Ontario  manufacture  and  seivice 
sophisticated  aircraft  components 
and  systems  for  commercial 
markets  and  for  the  U.S.  defense 
industiy.  Ontario  was  a  natural 
choice,  because  Ontario's  a  partner 
in  the  North  American  defense 
procurement  programs  of  the  U.S. 

Menasco  also  supplies  the  civil- 
ian aerospace  industry,  and  its 
made-in-Ontario  products  enter  the 
U.S.  without  restrictions. 

"We  have  plants  in  Fort  Worth 
and  Los  Angeles,"  says  Cybulski, 
"and  it's  important  to  be  able  to 
shift  production  without  worrying 
about  tari ft' barriers  and  hassles  at 
the  border." 


More  than  4.100  trudts  a  day  cross 
the  Ambassador  Bridge  between 
Ontario  and  Michigan. 


CLONING  SUCCESS 

Technically  sophisticated  manufa 
turers  prosper  in  Ontiirio.  More 
than  half  of  all  Canadian  researd 
and  development  money  is  spent 
in  Ontario;  58  per  cent  of  Canadi 
ans  working  in  R&D  li\'e  in  the 
province. 

This  concentration  of  high-tecl 
companies  dilTuses  technological 
improvements  through  the  busi- 
ness community  quickly  and  effic 
ently.  And  our  sophisticated  finar' 
cial  services  sector  helps  propel 
technology  from  the  lab  to  the 
marketplace.  Half  the  venture  ca| 
tal  under  management  in  Canada 
raised  and  spent  in  Ontario. 


All  of  Ford's  full-size  cars  sold 
in  North  America  are  made  in 
Ontario.  We  produce  12  per 
cent  of  all  the  cars  and  trucks 
made  in  North  America. 


^GM  has  invested  almost  $8  billion 
Ontario  since  1980.  GMAutoplex 
Oshawa,  Ontario,  is  the  largest 
\te-of-the-art  automobile  manu- 
^turingfacility  in  North  America,  ff 

xge  Peapples,  President, 
leral  Motors  of  Canada  Ltd. 


The  Ontario  Laser  and Lighnwn-e 
Research  Center  in  Toronto. 


ONTARIO'S  LABOR  FORCE  IS  WELL-EDUCATED 


8  years  and  under 
Completed  high  school 
Sonne  post-secondary 
Post-secondary 
University  degree 


UKohler  made  substantial  invest- 
ments in  Ontario  because  the  strate- 
gic location  allows  us  to  sen'c  our 
customers  in  the  northeastern  U.S. 
quickly  and  easily,  and  reach 
Canada's  largest  market  at  the 
same  time,  ff 

Don  Matheson,  Vice-President 
and  General  Manasjer,  Kohler  Ltd. 


The  wealth  of  technical  expertise 
and  an  enthusiastic  and 
well-educated  workforce  provide 
pleasing  results  for  Ontario-based 
companies.  When  Honda  qualit}'- 
tested  the  cars  produced  by  its 
main  manufacairing  centers,  in  the 
U.S.,  lapan  and  Ontario,  guess  who 
made  the  best  cars? 
Ontario  workers  did. 


M  Ontario 


when  you  fly  aboard  an  MD-11, 
the  new  passenger  jet  from 
McDonnell  Douglas,  Ontario's 
high-tech  manufacturing  will  help 
you  get  there. 

We  build  many  of  the  compo- 
nents that  make  this  plane  state-of- 
the-art. 

McDonnell  Douglas  is  one  of 
hundreds  of  leading  U.S.  com- 
panies—Boeing is  another— 
which  source  major  components 
in  Ontario. 

Ontario  does  almost  as  much 
business  with  America  as  the 
U.S.  does  with  Japan. 

You  can  source  almost  anything 
you  want  in  Ontario,  from  raw 
materials  to  sophisticated  parts  and 
fmished  products. 

We  make  digital  telecommunica- 
tions equipment,  industrial  lasers, 
computer  and  electronic  compo- 
nents, advanced  composite  materi- 


als, and  automobile  parts.  We 
make  everything  you  need,  to  fit 
your  specifications  and  your  deliv- 
er}' schedules. 

On  lanuary  12. 1990,  the  crew 
of  the  space  shuttle  Columbia  used 
the  Ontario-made  "Canadann" 
from  Spar  Aerospace  to  safely 
retrieve  an  11 -ton  satellite  the  size 
of  a  bus.  Nice  catch! 

These  are  the  reasons  why 
leading  U.S.  manufacmrers  and 
NASA  look  to  us  as  suppliers. 

In  fact,  Ontario  has  the  highest 
per  capita  exports  of  any  industri- 
alized societ>'.-  We  live  to  trade  and 
trade  to  live. 

If  your  company  isn't  already 
sourcing  from  Ontario,  some  of 
your  competitors  probably  are, 
because  88  per  cent  of  our 
exports  are  made  to  the  U.S. 


^^TorontD  is 

New  York  run 
bytheSwissV 


Peter  Ustinov. 


-Per  capita  exports  1987:  Ontario. 
$4,962:  West  Germany.  $4,557: 
Japan,  $1,839;  U.S..  $1,024. 


WE  CARE  ABOUT  QUALIT\f— 

We  keep  our  cities  clean,  attractive 
and  safe,  so  you  can  walk  any- 
where, 24  hours  a  day.  We  main- 
tain a  sensible  balance  between 
economic  development  and  protec 
tion  of  the  environment,  and 
Ontario  residents  enjoy  the 
benefits  of  universal  health  care. 

We  fund  good  schools,  and  our 
well-educated  v;ork  force  will  help 
reduce  your  training  costs. 


7tei: 
pm 


The  world's first  stadium  with  a  fully 
retractable  roof.  Toronto's  Sky  Dome 
is  the  home  of  the  Blue  Jays. 


Oetro 


(There  are  two  world-class  univer- 
ies  in  Waterloo,  Ontario,  alone, 
id  one  of  them  has  the  largest 
mputer  science  and  mathematics 
'partment  in  the  world.  We  can 
aw  on  that  enormous  resource, 
id  it  helps  us  serx'e  our  customers 
the  aerospace  industry,  ff 
in  Stewan, 

?sident,  Raytheon  Canada  Ltd. 

We  invest  our  taxes  sensibly,  on 
ofessional  police,  fire  and  emer- 
ncy  ambulance  service,  and  for 
e  careful  maintenance  of  public 
cilities  like  roads  and  mass 


Ontario's  quarter  of  a  million  sparkling  lakes  are  a  peaceful  retreat for  fishermen 
and  nanirC'lovers.  and  (hey  arc  within  easy  reach  of  our  cities. 


THINGS  YOU  SHOULD  KNOW 
ABOUT  ONTARIO 

Size:  At  413,000  square  miles,  Ontario's  as  big  as  Texas, 
California  and  New  Mexico  combined. 

Population:  9.6  million—  and  most  live  less  than  100  miles  from 
the  US.  border 

Capital  and  largest  city:  Toronto. 

Official  language:  English.  And  a  fifth  of  our  people  speak  at  least 
one  other  language  as  well. 

C//mafe;  Year-round,  southern  Ontario  is  like  Boston  or  New  York. 

Airline  connections:  Nine  daily  direct  flights  from  Boston  to 
Toronto,  14  from  New  York,  four  from  Atlanta  and  Los  Angeles, 
21  from  Chicago,  and  five  from  Dallas. 

By  air:  5  hours  from  LA.  to  Toronto,  3V2  hours  from  Houston, 
2V2  hours  from  Atlanta,  90  minutes  from  New  York,  Chicago  or 
Boston,  and  just  over  one  hour  from  Detroit. 

Byroad:  From  New  York  or  Chicago  to  Toronto,  10  hours,  from 
Detroit,  4  hours,  and  from  Buffalo,  90  minutes. 

Toll  roads:  All  Ontario  highways  are  toll-free. 


transit  systems.  This  infrastructure 
is  already  in  place;  it  won't  add  to 
your  cost  of  doing  business.  But  it 
adds  a  lot  to  the  quality  of  life. 

So  why  not  come  see  for  your- 
self? After  all,  we  already  welcome 
more  than  24  million  American 
visitors  every  year. 

HOW  TO  FIND  OUT  MORE 

We  have  offices  in  New  York, 
Chicago.  Boston,  Atlanta,  Dallas 
and  Los  Angeles,  staffed  with  cour- 
teous, knowledgeable  consultants. 
For  more  information  about  Ontario, 
please  calf  us  toll-free  at 
1-800-637-4118.  Or  turn  to  the  next 
page  and  send  us  the  coupon. 

M  Ontario 


These  leading  companies 
all  have  a  competitive  advantage... 

ONTARIO 


3M 

Asea  Brown  Boveri  Inc. 
Bank  of  America 
Bausch  &  Lomb  Inc. 
Cadbury  Schweppes  Inc. 
Chrysler  Corp. 
Eastman  Kodak  Co. 
Exxon  Corp. 
Ford  Motor  Co. 
General  Mills  Inc. 


General  Motors  Corp. 
General  Electric  Co. 
Hewlett  Packard  Co. 
Honda  Motor  Co.  Ltd. 
HongKong  Bank 
IBM  Corp. 
IKEA 

Kraft  General  Foods  Inc. 
Litton  Industries 
Lloyds  Bank  of  London 


Matsushita  Electric  Corp. 

of  America 
McDonnell  Douglas  Corp. 
Motorola  Inc. 
Nestle 

New  York  Life  Insurance  Co. 
North  American 
Security  Life 
Philips 

Pittsburgh  Corning  Corp. 


Royal  Dutch  Petroleum  Co 

Sharp  Electronics  Corp. 

Suzuki 

Texaco  Inc. 

The  Boeing  Company 

Toyota  Motor  Corp. 

Union  Carbide  Corp. 

Unisys  Corp. 

Wang  Laboratories  Inc. 

Xerox  Corp. 


Call  1-800-637-4118' 


Fax:  (716)  636-9327 

Hundreds  of  leading  companies  from  all  around  the  wodd 
have  established  Ontario  operations  or  are  sourcing  goods  and  services  in  Ontario. 

For  more  information,  please  call  the  toll-free  number  between  9  am  and  9  pm  EST. 

Or  complete  and  mail  or  fax  this  coupon. 


Send  me  more  information 
about  Ontario 

I'm  interested  in: 

□  Establishing  operations  in  Ontario 

□  Sourcing  goods  or  services  in  Ontario 

□  Hearing  from  a  representative 

Name  Mt/Mrs.Ms.:  


"I  The  Government  of  Ontario  has  a  network  of  offices 
serving  the  needs  of  American  business  throughout 
the  United  States. 


Title:  

Company: 
Address:  _ 


City: 


State: 


Zip  Code: 


.Tel:(. 


ArL-a  Code 


Government  of  Ontario, 
Canada 
P.O.  Box  50 
Buffalo,  N.Y.  14226 


Atlanta 

1100  Circle  75 
Parkway, 
Suite  620, 

Atlanta,  Georgia  30339 
Ttl:  (404)956-1981 
Fax:  (404)  955-5699 

Boston 

800  Boylston  Street, 
Suite  4360,  Boston, 
Massachusetts  02199 
Ttl:  (617)266-7172 
Fax:  (617)  266-0271 

Chicago 

221  North  LaSalle  Street, 
Suite  2700, 
Chicago,  Illinois  60601 
'Ifel:(3""l2)  782-8688 
Fax:  (312)782-5381 


Dallas 

14901  Quorum  Drive, 
Suite  485, 

Dallas,  Ttxas  75240 
Tbl:  (214)386-8071 
Fax:  (214)991-5159 

Los  Angeles 

700  South  Flower  Street, 
Suite  1420, 

Los  Angeles,  California 
90017 

Ttl.  (213)622-4302 
Fax:  (213)623-4695 

New  York 

800  Third  Avenue, 
Suite  2800, 

New  York,  New  York  10022 
Tfel:  (212)308-1616 
Fax:  (212)888-3186 


*  For  tourism  information,  please  call. 
1-800-ONTAJlIO  (1-800-668-2746) 


M  Ontario 
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IN  COMMUNIST  POLAND, 
ENTREPRENEURS  NEVER  DIED  OUT 

I've  got  good  news  for  Professor  Alan 
S.  Blinder,  who  laments  the  dearth  of 
risk-taking  entrepreneurs  in  countries 
emerging  from  "the  cocoon  of  commu- 
nism" ("Let's  help  the  East  bloc  by  ex- 
porting entrepreneurs,"  Economic  View- 
point, Jan.  29).  I've  just  returned  from 
Nowy  Targ,  Poland,  a  town  of  10,000, 
where  he'll  find  flourishing  specimens  of 
the  indigenous  species. 

Take  the  family-owned  and  -run  Kegel 
enterprises,  which  makes  high-style 
work  clothes  for  Mazda,  Mercedes,  Peu- 
geot, Honda,  and  Ford.  The  operation  is 
computer-managed.  Their  third  factory, 
now  under  construction,  will  have  com- 
puter-driven machines.  In  the  10  years 
they've  been  manufacturing,  they  have 
had  no  down  time.  Or  Jozef  Borowicz, 
who  started  importing  American  sheep- 
skins for  coatmaking  in  1979.  Repeated- 
ly, he  was  jailed  and  had  his  business 
wiped  out  by  communist  caprice.  Yet  he 
started  up  again  and  again.  Then  there's 
the  sprawling  Nowy  Targ  open-air  mar- 
ket, which  has  been  in  operation  since 
the  15th  century. 

Communism  admittedly  was  a  cocoon 
for  many.  But  for  others  it  was  toughen- 
ing. Foreign  investors  who  want  to  take 
advantage  of  Poland's  new  joint-venture 
law  will  find  ready  and  able  entrepre- 
neurs on  hand. 

Cynthia  Owen  Philip 
New  York 

GM  AND  HUGHES  ELECTRONICS 
ARE  GETTING  ALONG  JUST  FINE 

The  article  "G.M  and  Hughes:  Is  the 
marriage  fizzling'?"  (The  Corpora- 
tion, Feb.  12)  is  misleading.  The  allega- 
tion that  "Hughes  has  been  a  thorn  in 
GM's  side"  and  the  implication  that  Gen- 
eral Motors  Corp.  is  "nervous"  about  the 
acquisition  [of  Hughes  Aircraft  Co.]  are 
wrong. 

The  Hughes  acquisition  has  been  har- 
monious and  very  helpful  to  GM  both 
technically  and  financially.  In  fact,  G.M 
Hughes  Electronics  Corp.'s  profits  have 
risen  60'/c,  on  revenue  gains  of  20S'f, 
since  its  formation  on  Dec.  31,  1985.  Fur- 


thermore, its  quarterly  dividends  have 
increased  140'a  .  In  the  past  four  years, 
G.MHE  has  produced  earnings  of  more 
than  $2.8  billion. 

Hughes  is  not  "plagued  with  produc- 
tion problems."  The  company  has  com- 
pletely modernized  its  production  opera- 
tions in  the  past  four  years  and  today 
has  the  highest-efficiency,  highest-quali- 
ty defense  electronics  plants  in  the 
world. 

The  statement  that  "costs  are  still 
high  enough  to  have  lost  GM  Hughes 
several  major  contracts  lately"  is  inaccu- 
rate. The  air- traffic  control  contract 
mentioned  in  the  story  was  lost  in  1988. 
In  the  past  two  months  alone,  Hughes 
has  won  four  major  contracts,  ranging 
from  $107  million  to  $325  million. 
Hughes'  1989  win-loss  record  on  new, 
competitive  contracts  exceeding  $10  mil- 
lion was  more  than  50'7s  as  compared 
with  the  major  aerospace  company  in- 
dustry average  of  40'7f  .  Hughes  ended 
1989  with  a  record  backlog  of  $11.6  bil- 
lion. Moreover,  Hughes  is  a  leader  in 
three  growing,  multibillion-dollar  mar- 
kets: air-traffic  management,  satellite 
telecommunications,  and  training  and 
simulation. 

General  Motors  views  Hughes  as  a 
tremendous  asset.  Hughes  not  only  re- 
turns solid  earnings  but  also  gives  us 
superior  scientific  capabilities  and  acts 
as  a  "technology  flywheel"  that  will  pro- 
vide GM  with  a  leadership  position  in  ad- 
vanced electronics  for  our  plants  and 
products. 

Robert  J.  Schultz 
Executive  Vice-President 
General  Motors  Corp. 

Detroit 


BUSH  PUT  THE  EPA 

IN  ITS  PLACE— HIS  CABINET  

*^Phe  EVA  doesn't  belong  in  the  Cabi- 
I  net"  rails  at  President  Bush  for  his 
proposal  to  elevate  the  Environmental 
Protection  Agency  to  Cabinet  status 
(Editorials,  Feb.  19).  However,  this  im- 
portant proposal  is  more  than  your 
shortsighted  claim  of  "bureaucratic  box- 
shuffling." 

During  the  1988  election  campaign, 
candidate  George  Bush  declared:  "I  am 
an  environmentalist."  Today,  this  truth 


■Hill 


BUSINESS  WEEK 
MARCH  12,  1990  "*3149 
ISSN  0007-7135 

Published  weekly,  except  for  one  issue  in  January,  bv 
Inc  Founder.  James  H.  McGraw  (1860-19481 

Executive.  Editorial,  Circulation,  and  Advertising  Officeb.  McGrau 
Hilt  Building.  1221  Avenue  of  the  Americas,  New  York.  N  Y,  10020 
Telephone:  (212)  512-2000  Don.estic  Telex  12-7%0;  International  Te! 
ex:  232365.  Cable.  McGraw-Hill  New  York;  TWX:  710-581-4879 
U.S.  subscription  rate  S39  95  per  year;  2  years.  $69.95;  3  years,  $94  9.: 
Single  copies.  $2  Write  for  rates  in  other  countries- 
Business  Week  Subscriber  Services:  1-800-^35-1200 


European  Circulation  Center,  McGraw-Hill  House.  Maidenhead,  Berks. 
England.  Telephone:  (0628)  23431;  Telex:  848640. 

Postmaster:  Please  send  address  changes  to  BUSINESS  WEEK.  PO 
Box  430,  Hightstown,  N.J.  08520.  Second-class  postage  paid  at  New 
York,  N  Y  .  and  at  additional  mailing  offices.  Postage  paid  at  Montreal, 
P  Q  Registration  Number  9010  Copyright  =  1990  by  McGraw-Hill  Inc. 
All  rights  reser\'ed.  Title  registered  in  U  S  Patent  Office. 


Officers  of  McGraw-Hill,  Inc..  Joseph  L.  Dionne,  Chairman.  President 
and  Chief  Executive  Officer;  Robert  N  Landes,  Executive  Vice  Presi- 
dent, General  Counsel,  and  Secretary;  Harold  W  McGraw.  IH.  Execu- 
tive Vice  President;  Frank  D  Penglase.  Senior  Vice  President,  Trea- 
sury Operations 

PHOTOCOPY  PERMISSION:  Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance 
Center  (CCC).  27  Congress  St..  Salem,  Mass,  01970,  to  photocopy  any  article  herein  for  the  flat  fee  of  $1.50  per  copy  of  each  article.  Send  payment 
to  the  CCC.  Copying  for  other  than  personal  or  internal  reference  use  without  express  permission  of  McGraw-Hill 'is  prohibited  Address  requests 
for  customized  bulk  reprints  to  Business  Week  RepnnUs,  P  0   Box  4.57.  Hightstown,  N.J.  08521),  or  call  609  426-5494   ISSN  un(l7-7]35/90/$2.00 


BUSINESS  WEEK/MARCH  12.  199013 


Tomorrow,  there  11  be  even  less  room  at  the  top  in  bankin 


loday,  only  a  few  institutions  hold  truly  commanding 
positions.  Tomorrow,  there  will  be  fewer  still. 

Bankers  Trust  understands  what  will  be  required  of 
leaders.  Of  those  institutions  who  will  continue  to  command 
respect  and  trust  world-wide. 

Substantial  capital,  and  the  earnings  to  increase  it. 

High-quality  assets  — with  the  liquidity  changing  times 
demand.  The  ability  to  assess  and  manage  risk. 

An  integrated  global  presence,  not  scattered  outposts. 

A  full  arsenal  of  product  powers,  to  deal  with  an  increas- 
ingly deregulated  world. 

The  skills  to  compete  on  an  efficient,  lowest-cost  basis.  To 
exploit  technology  to  its  fullest. 

And  to  attract  outstanding  people  by  providing  an  envi- 
ronment in  which  the  best  can  thrive. 

All  of  these  criteria  must  be  met  by  leaders.  Our  commit- 
ment to  be  among  the  leaders  is  unqualified. 

□Bankers Trust  Company 

Because  today  isn't  yesterday. 


is  self-evident,  as  the  President  has  tak- 
en a  series  of  crucial  steps  to  address 
environmental  concerns  as  vital,  global 
issues. 

In  particular,  by  ineludinji'  the  KFA  in 
the  Cabinet,  President  Bush  communi- 
cates to  the  world  our  unmistakable  con- 
cern for  problems  such  as  clean  air, 
clean  water,  and  hazardous  waste.  It 
will  place  William  Reilly  on  equal  foot- 
ing with  other  department  heads  and 
foreign  environmental  ministers — 
awarding  the  EPA  due  respect  in  impor- 
tant policy  debates. 

Understanding  a  world  in  which  such 
things  do  matter — the  President's  action 
is  right  on  the  mark. 

David  F.  Demarest 
Assistant  to  the  President 
for  Communications 
The  White  House 
Washington 

SOUTH  AFRICA'S  BLACKS  KNOW 
EXACTLY  WHAT  THEY  WANT  

The  headline  on  your  International 
Outlook, "Now,  South  Africa's  blacks 
must  decide  what  they  really  want" 
(Feb.  19),  is  preposterous.  Do  you  really 
think  that,  after  42  years  of  official 


apartheid  and  over  a  century  of  racist 
oppression,  South  African  blacks  don't 
know  what  they  want?  Are  the  reams  of 
policy  documents  of  the  African  Nation- 
al Congress,  the  United  Democratic 
Front,  and  the  other  mass  organizations 
not  available  to  you? 

They  want  one  person,  one  vote  in  a 
unitary  state.  They  want  an  end  to  racial 
classification  in  their  country.  They  want 
to  live  where  they  choose.  They  want  the 
wealth  of  the  South  Africa  to  be  distrib- 
uted equitably.  And  they  want  an  end  to 
the  oppressive  police  state. 

Although  there  may  be  disagreements 
within  the  black  community  over  other 
issues,  there  exists  widespread  consen- 
sus on  these  demands.  BUSINESS  WEEK 
may  be  confused,  but  the  organizations 
representing  the  country's  black  major- 
ity are  not. 

Dan  Brown 
Silver  Spring,  Md. 

DEBT  AND  SAVINGS:  NOW  YOU 

SEE  THEM,  NOW  YOU  DON'T  

II  would  seem  that  anything  as  specific 
as  whether  the  United  States  is  the 
world's  largest  debtor  nation  could  be 
answered   with   a   simple   yes   or  no 


("America's  'savings  crisis'  is  a  citl 
ra,"  Feb.  12).  :  ! 

But  Paul  Craig  Roberts  refers  ' 
study  that  "deals  a  death  blow  t(;<y|' 
another  statistical  illusion:  the  U.  1  i 
the  world's  largest  debtor."  He  cct 
ues:  "This  specter  is  based  on  oih 
date  book  values  that  underesti,a 
U.  S.  investment  abroad  by  $500  billj^i 
Roberts  goes  on  to  quote  the  ^ 
Dept.'s  William  Dewald  and  Mi|i8 
Ulan:  "The  U.  S.  has  not  simply  w 
rowed  to  consume  and  mortgaged  itj  f 
ture.  The  real  bottom  line  [is  thatlb 
nation  has  grown  Vv'ealthier."  ' 

In  the  same  issue,  your  Business 
look  ("Suddenly,  recession  is  more  Oi 
a  whisper  in  the  wind")  states:  "Th^^H 
terest  rate]  jump  partly  reflects 
born  inflationary  pressures  her'  i 
home.  But  more  important,  it  sk 
Wall  Street's  concern  that  the  wc;(t 
largest  debtor  may  not  be  able  tola 
sufficient  capital  from  abroad  to  pa'-i 
bills."  - 

The  cold  fact  is  that  the  U.S.  m 
from  being  the  world's  biggest  creitj 
nation  (plus  $141.1  billion)  in  1981  tcHj 
largest  debtor  (minus  $532.5  billioii  i 
1988.  Even  Roberts'  rationalizations  B 
not  deny  the  significance  of  this  ds 
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odoyfe  Force  in  trucks,,, 


riuin  r'-.oenes  tu  a waid- winning  Caigu, 
Ford  is  building  Americas  best-selling  line 
of  medium  duty  trucks. 

The  Ford  WorkForce. 

Our  long-haul  aero  tractors. . . 
AeroMax,  long-nose  LTL,  cab-over  CL. . . 


TRUCKS 


are  the  fut_'l-savingest  big  Fords  ever  built. 
That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the 
future  in  big  trucks? 

We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 
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turnabout.  It's  time  for  our  pundit 
mists  to  stop  telling  us  that  every- 
is  fine  and  that  we  can  continue 
)orrow-and-spend  behavior.  BUSI- 
WEEK  is  to  be  commended  for  call- 
right  in  Business  Outlook. 

Kenneth  N.  Davis  Jr. 
Former  U.  S.  Assistant 
Commerce  Secretary 
New  York 

r's  note:  The  numbers  reported  by 
S.  government  are  as  reader  Da- 
ates.  But  cohimnist  Paul  Craig 
is  and  other  economists  argue 
these  numbers  are  misleading. 
American  investment  abroad 
■yreign  investment  in  the  U.  S.  are 
ted  at  book  value.  American  in- 
ent  abroad,  however,  was  under- 
over  the  past  few  decades,  while 
investment  in  the  U.  S.  had  its 
gest  growth  in  recent  years, 
fore,  the  book  value  of  American 
ment  abroad  understates  its  sig- 
nce. 

add  to  the  points  made  by  Paul 
■aig  Roberts  [about  what  consti- 
savings],  neither  the  money  being 
nto  defined-contribution  pension 
by  companies  nor  the  before-tax 
y  contributed  by  employees  is 


CORRECTIONS  &  CiARIf  ICATIONS 

"A  hard  bargain  for  Georgia-Pacific" 
(In  Business  This  Week,  Mar.  5)  erro- 
neously stated  that  Georgia-Pacific 
Corp.  would  sell  forest-product  plants 
in  Georgia,  Mississippi,  and  Arkansas 
to  pay  down  acquisition  debt.  It  will 
acquire  those  assets  as  part  of  its  take- 
over of  Great  Northern  Nekoosa  Corp. 
Georgia-Pacific  says  it  has  no  plans  to 
sell  the  plants. 


counted  in  the  personal  savings  rate. 
Money  set  aside  by  corporations  to  fund 
pension  liabilities  for  defined-benefit 
plans  is  also  not  counted.  Of  course, 
none  of  the  money  going  into  Social  Se- 
curity is  counted  as  savings — and  per- 
haps shouldn't  be.  Almost  every  finan- 
cial adviser  suggests  that  an  individual's 
No.  1  investment  (savings)  should  be  in 
his/her  home.  But  that,  too,  is  classified 
as  an  expense,  not  savings.  None  of  the 
cash  value  of  life  insurance  is  counted  as 
savings. 

Economists  are  correct  in  saying  that 
there  can  be  no  investment  if  there  is  no 
savings.  Yet  insurance  companies,  con- 
trolling billions  in  pension  plan  and  life 
insurance  "investments"  as  they  do,  are 
probably  the  single  largest  source  of 


financing  for  capital  goods  and  real 
estate. 

Through  pension  plans,  the  small  indi- 
vidual investor  has  been  replaced  by  the 
insurance  and  mutual-fund  industry  as 
the  source  of  capital.  Because  of  the 
labeling  of  accounts,  there  don't  appear 
to  be  any  savings. 

Thomas  R.  Hoffmann 
Professor 
University  of  Minnesota 
Curtis  L.  Carlson  School  of  Management 

Minneapolis 

NEVER  MIND  THE  STICKER  PRICE, 
CHECK  THE  SPELLING 

In  "The  world's  fastest  car  is  now — a 
Chrysler?"  (International  Business, 
Feb.  12),  you  said  Ford  Motor  Co.  had 
purchased  Jaguar  PLC  and  Aston  Martin 
Lagronda.  After  spending  more  than 
$80,000  on  a  luxury  car,  the  owner  of 
one  deserves  to  have  it  called  by  its  cor- 
rect name — Aston  Martin  Lagonda. 

Douglas  Distant 
Eugene,  Ore. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report.  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y,  10020,  Fax:  (212)  512-4464, 
Telex:  12-7960.  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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ind  iomorrows, 


rag  coefficients  lower  than  ever.  And 
er  fuel  economy  than  today's  best  numbers. 
3rd  is  now  the  only  full-line  U.S. 
lufacturer  in  every  class  of  big  trucks. 
)ne  reason  why  we're  today's  Force 
'ucks.  And  tomorrow's. 


The  Force 


in  trucks 
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Man's  need  for  tiiiii :  y'  weather  forecasting  isn't  new 
Our  telecommuni'^ations  technology,  which  speeds  up-to-the-minute  weather  repor;, 


FRIENDS  OR  STRANGERS:  THE  IMPACT  OF 
IMMIGRANTS  ON  THE  U.S.  ECONOMY 

By  George  J.  Borjas 

Basic  Books  •  274pp  •  $22  95 


THE  ECONOMIC  CONSEQUENCES 
OF  IMMIGRATION 

By  Julian  L,  Simon 

Basil  Blackwell  .402pp  •  $39  95 


DOES  AMERICA  HEED  MORE 
'HUDDLED  MASSES'?  YES 


That  America  is  a  nation  of  immi- 
grants is  as  true  today  as  it  was 
when  the  republic  was  founded.  On 
any  given  day  in  Houston,  Miami,  or 
other  major  cities,  you  are  likely  to  meet 
at  least  one  recent  arrival,  working  as  a 
cabdriver,  nurse,  doctor,  or  greengrocer. 
Until  lately,  little  was  known  about  the 
economic  impact  of  these  new  immi- 
grants: Are  they  a  blessing  or  a  burden? 
Do  they  represent  a  needed  infusion  of 
industry  and  creativity,  or  do  they  de- 
prive native-born  Americans  of  jobs  and 
other  resources? 

Now,  just  as  immigra- 
tion reform  is  moving  back   ;  ■ 
onto  the  political  agenda,    ,  • 
economists  are  finally  pro-  ... 
viding  some  answers  to 
these  questions.  Friends 
or  Strangers,  by  George 
J.  Borjas,  should  be  read 
by  anyone  who  wonders 
whether  the  U.  S.,  now  ad- 
mitting  more  than  600,000 
newcomers  annually,  is  ca- 
pable of  absorbing  any  more. 

Borjas,  an  economist  at  the 
University  of  California  at  Santa 
Barbara  and  perhaps  the  leading  ex 
pert  on  the  economics  of  immigration, 
demolishes  some  hoary  myths.  Chief 
among  them:  The  idea  that  immigrants 
unfairly  take  jobs  from  U.  S.  citizens. 

This  widely  held  belief  was  a  major 
justification  for  the  Immigration  Reform 
&  Control  Act  of  1986,  which  was  intend- 
ed to  stanch  the  flow  of  undocumented 
workers.  But,  Borjas  reports,  recent  eco- 
nomic studies  have  uncovered  not  "a  sin- 
gle shred  of  evidence"  that  competition 
from  immigrants  hurts  native  workers. 
Immigrants  do  not  drive  down  wages, 
even  in  cities  where  they  make  up  much 
of  the  work  force.  In  Miami,  the  1980 
Mariel  boatlift  from  Cuba  boosted  the 
local  labor  pool  by  45,000  people,  but, 
according  to  Borjas,  had  no  measurable 
negative  impact  on  native-born  workers. 

Having  struck  down  the  main  objec- 
tion to  immigrants,  however,  Borjas 
raises  a  new  problem:  We're  not  getting 
the  right  immigrants,  he  says,  and  even 
if  America  had  an  open-door  policy,  the 
right  people  still  wouldn't  want  to  come. 

According  to  Borjas,  highly  skilled  im- 
migrants have  been  going  elsewhere,  to 
Australia  and  Canada  particularly. 


drawn  by  admission  policies  that  give 
preference  to  people  with  education  and 
investment  capital.  By  contrast,  since 
1965  U.  S.  immigration  law  has  favored 
relatives  of  U.  S.  citizens  and  residents, 
without  regard  to  their  qualifications. 
Borjas  estimates  that  America's  annual 
gross  national  product  would  be  about 
$6  billion  higher  if  the  U.  S.  had  admit- 
ted skilled  immigrants  instead  of  becom- 
ing an  importer  of  low-skilled  labor. 

Borjas  calls  for  changing  immigration 
laws  to  boost  the  skill  level  of  the  immi- 


grant pool  and  thus  make  the  economy 
more  productive.  But  he  shies  from  en- 
dorsing an  overall  increase  in  the  num- 
ber of  people  admitted.  By  contrast,  Ju- 
lian L.  Simon,  author  of  The  Economic 
Consequences  of  Immigration,  believes 
that  immigrants  of  every  class  and  skill 
level  invigorate  the  economy. 

Simon,  a  population  economist  at  the 
University  of  Maryland,  draws  on  much 
of  the  same  research  as  Borjas,  but  his 
heavier  mix  of  statistics,  tables,  and  eco- 
nomic jargon  may  seem  forbidding  to 
noneconomists.  Still,  Simon  is  an  effec- 
tive advocate  for  the  long-term  benefits 
of  accepting  more  immigrants. 


Many  economists  say 
an  increase  in  immigration 
would  raise  America's 
standard  of  living 


He  musters  an  impressive  body  of 
dence  that  immigration  boosts  econo 
growth.  Compared  with  natives.  Sir 
argues,  immigrants  work  harder,  s 
more,  and  are  more  likely  to  start  r 
businesses.  Moreover,  they  don't  pui 
burden  on  social  services,  he  calcula 
since  on  average  the  taxes  paid  by  inii 
grants,  both  legal  and  illegal,  exceed 
cost  of  the  services  they  use.  Beca 
new  arrivals  tend  to  be  relatively  you 
they  end  up  paying  into  the  Social  Se 
rity  system  for  many  years,  funding 
retirement  of  older,  native-born  work 
Simon  advocates  at  least  doubling 
number  of  immigrants  admitted. 

Simon's  view  of  immigration  set| 
awfully  rosy,  but  it's  not  far  out  of 
economic  mainstream.  He  cites  a  sur 
of  27  leading  economists — past  pr 
dents  of  the  American  Economic  As 
and  past  members  of  the  Preside) 
Council  of  Economic  Advisers — in  wl 
a  majority  said  that  \ 
mitting  increased  \m\ 
gration  would  raise  i 
11.  S.  standard  of  livi 
While  my  own  posit| 
on  immigration  is  closer^ 
Simon's,  Borjas  has  writi 
the  better  book — a  clear, 
anced  exjjloration  of  who  im| 
grates,  why,  and  what  happ 
after  they  reach  the  U.  S.  Sirej 
in  contrast,  often  abandons  card 
inalysis  for  hyperbole.  Describing 
migration  as  a  way  of  accelerating  t«| 
nological  advances  and  importing  (i 
ativity,   for  example,  he  claims  ii 
"immigration  represents  perhaps 
most  amazing  opportunity  for  the  U| 
that  any  country  has  ever  had  to  | 
ahead  of  its  political  rival  or  rivals." 
mon's  tendency  to  let  his  conclusions  :fe 
ahead  of  his  evidence  does  undernrii: 
his  book's  usefulness.  But  his  discussff' 
of  policy  is  more  extensive  than  Bor.'i' 
and  the  strongest  part  of  his  book. 

Economic  impact  is,  of  course,  not  i  < 
only  factor  to  be  considered  in  evah>' 
ing  U.S.  immigration  policy.  But  ej 
current  policy  debate  is  in  fact  be?' 
conducted  in  economic  terms.  After  : 
ing  a  much-needed  four-year  break  frtoi 
immigration  reform.  Congress  is  abj 
to  consider  easing  entry  for  skil 
workers,  a  policy  advocated  in  the  I 
cently  released  Economic  Report  of  8  i 
President.  The  economic  evidence  gf^  i 
ered  in  these  books  means  that  the  !^  1 
bate  can  be  based  on  something  me  i 
solid  than  emotion  and  prejudice.  Tt 
should  make  both  Simon  and  Borjas 
quired  reading  for  every  lawmaker  n 
Capitol  Hill. 

BY  MICHAEL  J.  MANIt 
Mayidel  is  BUSINESS  WEEK's  associate 
nomics  editor. 
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"When  it's  'data  to  go,' 
we  order  UDS  modems" 


Dday's  fast  food  business  is 
Iso  a  fast  data  business.  Sales 
nd  profit  figures,  inventory  con- 
ols,  expense  reporting,  wage 
nd  benefit  infornnation,  tax 
omputations  and  othier  essential 
ata  nnust  flow  quickly  and  re- 
abiy  between  individual  stores 
nd  corporate  headquarters. 

fiat's  why  the  innplennentation  of 
'/endy's  new  corporate-wide 
atacomm  system  dennanded  the 
tmost  in  nnodem  reliability.  And 


that's  why  Wendy's  chose  UDS 
as  their  modem  supplier. 

Wendy's  modems  of  choice  are 
the  UDS  Sync-Up™  V.32  and 
Sync-Up  2/V.32.  They  connect 
Wendy's  remotely  sited  micro- 
computers with  the  corporate 
mainframe.  Collectively  they  give 
Wendy's  a  full-duplex,  9600  bps 
data  link  to  every  company  loca- 
tion, no  matter  how  remote.  UDS 
provides  maximum  reliability, 
ongoing  customer  support  and  a 
virtually  error  free  communica- 
tions environment. 


—  Information  Systems  Group, 
Wendy's  International 


If  your  modem  requirements  are 
too  critical  for  compromises,  do 
as  Wendy's  has  done:  contact 
Universal  Data  Systems,  5000 
Bradford  Drive,  Huntsville,  AL 
35807-7002.  Phone  205/721  -8000; 
FAX:  205/721-8926. 


UNUM  Life  Insurance  Company,  Portland,  ME  04122  (Pension  products  available  only  through  this  company.)  UNUM  Life  Insurance  Company  ot  Ai 


We're  the  nation's  leader  in  group  Long  Term  Disability  insurance*  and  a  top  provider  of  Individual 
sability  protection. 

But  we  never  forget  we're  from  Maine. 

You  see,  recognizing  the  need  for  dependable  people  has  always  been  part  of  our  heritage.  That's  why  we 
ck  up  our  income  protection  plans  with  reliable  service  representatives. 

It's  this  kind  of  responsiveness  that  enables  you  to  offer  your  employees  disability,  group  life,  retirement  and 
xible  benefit  programs  which  meet  their  needs  better. 

We're  UNUM.  Ask  your  insurance  professional  about  how  you  can  rely  on  us.  Or  call  us  at  1-800-634-8026 
I  Maine  1-800-356-81 1 1).  And  then  you'll  see  why  our  name  means  number 

le  in  income  protection.  ^  N  Ui^U^^® 

Our  name  means  number  one. 


ates  except  NY.)  First  UNUM  Life  Insurance  Company,  Tanytown,  NY  10591  (New  York  State  only. )  *Employee  Benefit  Plan  Review,  April  1988. 


conomic  ViewDoint 


WHAT  HASN'T 
CHANGED  IN 
THE  EAST  BLOC? 
HUMAN  NATURE 


ROBERTS 


The  West's  lending  policies 
will  allow  politicians 
to  avoid  difficult  decisions 
— and  continue  subsidies. 

Thus,  real  economic 
development  will  languish 


PAUL  CRAIG  ROBERTS  HOLDS  THE 
WILLIAM  E  Sir/  "  • ,  ^  jLITICAL  ECONOMY 

"  ER  FOR  STRATEGIC 
&  INTERN":iO[Ja-_     „^:ES  IN  WASHINGTON 


AS  the  Gorbachev  phenomenon  re- 
shapes the  foreign  and  defense 
[lolicies  of  the  U.  S.  and  its  NATO 
allies,  and  as  capital  flows  to  West  Ger- 
many in  anticipation  of  profits  from 
Eastern  European  investments,  some 
signs  indicate  that  both  Soviet  leader 
Mikhail  Gorbachev  and  the  West  are 
miscalculating. 

Gorbachev  has  concluded  that  the  So- 
viet economy  will  collapse  without  re- 
form and  that  the  material  self-interest 
of  the  Communist  Party  is  an  impedi- 
ment to  change.  His  decision  to  allow 
new  political  structures  that  will  reduce 
the  power  of  the  party  reflects  his  belief 
that  the  Communist  Party  cannot  be 
won  over  to  reform  but  that  the  Soviet 
people  can. 

This  may  be  overly  optimistic.  No  evi- 
dence shows  that  a  majority,  or  even  a 
large  minority,  of  Soviets  favors  private 
property  and  a  market  economy.  Indeed, 
the  fear  and  envy  of  the  Soviet  people 
have  blocked  Gorbachev's  reforms  as  ef- 
fectively as  the  refusal  of  Communist 
apparatchiks  to  implement  them.  Soviet 
citizens  have  never  had  primary  respon- 
sibility for  their  own  economic  lives. 
From  grade  school  forward  they  have 
heard  Marx's  maxim:  "From  each  ac- 
cording to  his  abilities,  to  each  according 
to  his  needs."  In  the  Soviet  Union,  Gor- 
bachev scores  low  in  the  polls,  and  the 
problem  he  faces  in  implementing  indi- 
vidual incentives  is  so  pervasive  that 
even  the  Soviets  laugh  about  it:  A  genie 
appears  to  a  downtrodden  peasant  and 
offers  to  grant  his  deepest  wish.  With- 
out a  pause  the  peasant  asks  for  the 
death  of  his  neighbor's  cow. 
IDEOLOGY  ON  ICE.  Gorbachev  could  suc- 
ceed in  enhancing  his  power  while  strip- 
ping the  party  of  its  own,  but  it  is  un- 
clear how  effectively  he  can  rule 
through  the  new  political  structure  or 
whether  he  can  persuade  elected  bodies 
to  take  the  country  in  directions  it 
doesn't  want  to  go.  Although  the  Com- 
munist Party  long  ago  ceased  to  be  an 
ideological  force,  it  remains  a  powerful 
vested  interest.  By  taking  away  its  au- 
thority, Gorbachev  may  create  a  vacu- 
um. One  plausible  outcome  is  chaos  and 
the  rise  of  a  new  ideological  force. 

The  new  ideology  is  unlikely  to  be  that 
of  private  capitalism.  Rather,  old-fash- 
ioned Russian  chauvinism  may  move  to 
the  fore.  On  ice  for  70  years,  this  native 
ideology  today  leads  the  organized  resis- 
tance to  Gorbachev's  policies. 

The  chauvinists  have  their  own  jour- 
nals, and,  although  not  Communists, 
they  are  angry  with  Gorbachev  and 
Westerners  for  trying  to  import  a  "deca- 
dent" foreign  economic  system  into 
Mother  Russia.  They  are  also  angered 
by  rebellion  in  the  republics  and  the  loss 


of  Eastern  Europe.  Large  numben; 
Russians  are  now  returning  from 
outlying  republics  that  they  were  seri 
colonize,  and,  like  the  French  returi 
from  Algeria,  they  are  embittered,  hi 
loss  of  Russian  prestige  will  feed  t 
nationalism. 

The  likely  failure  of  Gorbachc'i 
piecemeal  reforms  and  the  worser; 
plight  of  the  Soviet  consumer  will 
work  to  the  chauvinists'  political  ad 
tage,  but  as  they  have  no  feasible 
nomic  policy  of  their  own,  they  are 
likely  to  contribute  to  a  solution  of 
Soviet  Union's  problems 
PROFESSIONAL  PLUNGE.  Events  in  E 
ern  Europe,  too,  may  unfold  in  unexp 
ed  ways.  Raising  the  Iron  Curtain 
weakened  the  incentive  for  Eastern 
ropeans  to  struggle  to  renew  their  e^ 
omies  while  boosting  their  incentiv( 
cross  a  border  and  join  a  well-funct 
ing  economy.  With  younger  workers 
skilled  professionals  such  as  doct 
nurses,  and  engineers  the  first  to  le: 
life  is  made  even  more  difficult  for  tl 
who  remain.  The  loss  of  population 
intensify  if  the  new  political  regimes 
unable  to  end  the  system  of  subsi 
and  push  privatization  forward. 

West  Germany  is  abetting  this  proi 
by  opening  its  border  to  all  who  cl 
German  descent,  regardless  of  whei 
or  not  they  speak  the  language.  Un 
New  York  City,  where  welfare  poli 
attracted  millions  of  nonresidents 
overwhelmed  the  economic  base,  V 
Germany's  generosity  may  simply 
prive  the  East  of  sorely  needed  hui  jpH, 
capital. 

The  Eastern  European  Developn 
Bank  being  set  in  place  by  the  U.  S. 
its  allies  will  sidetrack  privatization 
corrupt  the  fledgling  democracies, 
availability  of  hard  currencies  will 
politicians  avoid  difficult  decisions 
continue  subsidies.  As  in  Latin  Amei 
the  bank's  largess  will  be  alloc; 
through  political  mechanisms,  and 
peting  for  these  funds  will  be  more 
munerative  than  market  activity.  TI 
real  economic  development  will  langi; 


■IMi 


This  is  not  to  argue  that  we  she  \,m 
regret  the  collapse  of  Communist  po 
and  the  demonstrated  failure  of  so 
ism.  If  nothing  else,  these  events  ai 
delicious  embarrassment  to  that  par 
the  U.  S.  academic  Establishment 
continues  to  teach  that  private  prop^ 
and  a  market  economy  are  the  sourc|tf 
all  social  and  ecological  ills.  The  extr'r 
dinary  extent  of  poverty  and  pollutioin 
the  Soviet  Union  certainly  cannot  b€,t 
tributed  to  private  property.  So,  whal- 
er its  other  consequences,  the  failurjf 
Soviet  communism  must  make  critic 
the  U.S.  more  realistic  in  their  asss- 
ments  of  our  own  society.  :* 
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ECONOMIC  VIEVI 


I 


How  to  take  a  week  oH  work  and  start 
a  life-long  adventure, 


It's  been  said  that  we  travel  in  order  to  relinquish  control  of  our 
lives.  That,  then,  must  be  vtiy  I  chose  to  spend  iny  entire  vacaticn  can- 
oeing on  the  windswept  lakes  of  Northern  Minnesota. 

I'd  been  to  summer  canp;  I'd  gone  hiking  as  a  teenager.    But  nothing 
could  have  prepared  me  for  the  experience  that  was  to  follow.    And  no 
experience  to  follow  could  have  better  prepared  me  for  the  rest  of  my  life. 


You'd  expect  such  a  letter  to 
ve  been  written  within  a  week  o( 
me  profound,  lile-altenng  expe- 
nce.  The  I  act  is  it  was  written  a 
lyear  after  the  author  completed 
^-day  Outward  Bound*  course. 

Indeed,  it  would  be  an  under- 
itement  to  say  that  Outward 
)und  has  a  lasting  effect  on  peo- 

Unlike  a  vacation  on  the  beach, 
a  week  at  a  golfing  resort,  Out- 
ird  Bound  leaves  you  with  more 
an  snapshots  and  warm  memo- 
es. It  leaves  you  better  equipped 
handle  the  day-to-day  chal- 
iges  we  all  face.  At  work,  and  in 
ir  lives. 

Outward  Bound  is  designed, 
rough  the  challenges  of  a  wilder- 
ss  environment,  to  offer  people  a 
lance  to  test  their  limits  and  suc- 
ed  far  beyond  their  expecta- 
)ns.  Eight  to  twelve  people  are 
iided,  taught,  and  advised  by 
lalified  instructors  through  ac- 


tivities such  as  backpacking,  dog- 
sledding,  white-water  rafting,  and 
sailing.  In  some  of  the  most  magnifi- 
cent wilderness  areas  of  the  countr)'. 


member  of  the  Outward  Bound 
staff.  We'd  be  more  than  happy  to 
answer  any  questions. 

Call  toll-free  1-800-243-8520 
(203-661-0797  in  Connecticut),  or 
write  Outward  Bound  USA,  384 
Field  Point  Road,  Greenwich,  C T 
06830. 

Its  the  first  step  toward  an 
aidventure  you  11  never  outgrow. 


What  Outward  Bound  took  in  sheer  effort  it  gave  back  in  peace  of  mind 
and  inspiration.     I  filled  twenty  pages  of  a  journal  that  had  remained  empty 
since  college.    And  I  returned  to  civilization  truly  revitalized.    Nothing  I 
might  encounter  in  the  city  would  match      week  on  the  lakes.    I  would  later 
call  upon  these  manories,  and  draw  strength  from  them  for  the  rest  of  n^f  life. 


At  times  it  was  a  roller  coaster  of  sheer  erfiilaration.    At  others 
it  was  an  experience  of  solitude  and  contanplation.    It's  no  magical  potion, 
Outward  Bound.    But  next  time  I  need  to  recharge  the  batteries,  I  know 
what  to  do. 


There  are  over  six  hundred 
Outward  Bound  courses  in  twenty 
states  to  choose  from .  College  cred- 
it and  tinancial  aid  are  available. 

To  find  out  which  one  is  right 
for  you,  call  us  today.  Ask  for  a  free 
color  catalog,  or  just  talk  with  a 


l-8CX)-243-8520 


3:32  PM 


Jamie  Conlon's  first  step 
proves  NEC's  laser  technology 
can  help  solve  infertility. 


Jamie  Elizabeth  Conlon  is  living 
proof  of  the  great  strides  medicine 
is  making  towards  reducing  America's 
rising  infertility  rate. 

Twelve  years  before  Jamie s  birth, 
Claire  Conlon  experienced  a  series  of 
medical  difficulties  that  convinced  her  she 
would  never  bear  children.  But  in  October 
of  1987  she  was  told  that  Contact  Laser  "  surgery 
might  correct  her  problem.  Two  months  later 
she  was  pregnant. 

This  miracle  was  made  possible  through  the  help  of  an  NEC  laser  The 
laser  s  superior  quality  and  high  precision  contributed  greatly  to  the  success  of 
Mrs.  Conlon's  surgery.  And  its  easy  adaptability  to  non-medical  applications 
has  made  it  the  most  widely-used  laser  on  the  market  today 

NEC's  advanced  laser  technology  is  just  one  of  the  ways  we're  improving 
people's  lives.  You'll  find  the  quality  products  of  NEC  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country  Helping 
people  at  every  step  along  the  way. 

For  more  information,  call  us  at  1-800-338-9549. 
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induced  rise  in  German  rates  she 
have  little  effect  in  the  U.  S. 

Piatt  agrees  that  as  the  West  Gerr 
government  boosts  its  budget  deficii 
help  subsidize  rebuilding  in  East  Ger 
ny,  it  will  compete  with  the  U.  S. 
savings.  This  could  raise  interest  n 
here,  at  least  somewhat.  "But  the  nr 
nitudes  are  greatly  exaggerated,"  s 
Piatt,  and  the  capital  outflows  from 
U.  S.  will  be  far  less  than  feared. 


BY  MICHAELJ,  MANDEL 

PUTTING  THE  FEAR 
OF  CRIME 

INTO  CORPORATIONS 


EXXON  MAY  BE  FINED  $700  MILLION  FOR  ITS 
DAMAGE  TO  ALASKAN  FISHING  AND  WILDLIFE 


Does  the  punishment  fit  the  crime? 
That  question  has  no  easy  answer, 
as  shown  by  two  recent  cases  involving 
large  corporations.  Last  year,  Drexel 
Burnham  Lambert  Inc.  agreed  to  pay  a 
$()50  million  fine  in  a  securities  fraud 
case.  Now,  Exxon  Corp.  faces  a  stiff 
penalty  for  its  role  in  the  Alaskan 
oil  spill.  A  grand  jury  in  Anchorage 
has  returned  a  five-count  indictment 
that  could  result  in  fines  of  up  to  $700 
million. 

When  economists  judge  these  settle- 
ments, they  apply  this  criterion:  Do  the 
penalties  efficiently  deter  corporate 
wrongdoing?  The  answer  comes  from  an 
economic  theory  known  as  "optimal  pun- 
ishment." This  idea  was  first  proposed 
20  years  ago  by  Gary  Becker,  an  econo- 
mist at  the  University  of  Chicago  and  a 
BUSINp:ss  week  columnist.  Recently,  it 
was  considered  by  the  U.  S.  Sentencing 
Commission,  an  agency  formed  in  1984 
to  esUiblish  guidelines  for  sentencing  in 
the  federal  courts. 

The  idea  behind  optimal  punishment 
theory  is  to  make  fines  severe  enough  so 
that  white-collar  crimes  become  una])- 
pealing  to  commit.  For  crimes  such  as 
fraud  and  insider  trading,  which  are 
hard  to  detect,  the  fine  should  l)e  set 
Cjuite  high  to  deter  corporate  wrongdo- 
ers. "You  want  to  send  signals  to  the 
firm  about  how  much  they  should  spend 
on  compliance,"  notes  Michael  K.  Block, 
an  economist  at  the  University  of  Arizo- 
na and  a  former  member  of  the  Sentenc- 
ing Commission. 

In  practice,  this  means  tiiat  the  penal- 
ty should  be  several  times  greater  in 
value  than  the  harm  inflicted  on  society 
by  the  illegal  activity.  The  harder  a 
crime  is  to  detect,  the  higher  the  multi- 
ple should  be  when  it  is  punished.  The 
draft  guidelines  from  the  Sentencing 


Commission,  using  a  conservative  fig- 
ure, proposed  that  fines  should  average 
about  twice  the  size  of  the  damages. 

In  Exxon's  case,  this  principle  sug- 
gests that  a  fine  of  at  least  $700  million 
is  reasonable.  Just  three  years  of  ruined, 
fishing  in  Prince  William  Sound,  the  site 
of  the  spill,  would  cost  the  local  fishing 
industry  $800  million  in  lost  revenue. 
Add  to  that  the  possibility  of  $."/)  million 
worth  of  harm  to  oil-drenched  sea  birds 
and  polluted  beaches — a  low  estimate, 
say  environmental  economists.  Then,  at 
twice  the  estimated  total  damages,  a 
.$700  million  penalty  would  make  sense. 

By  comparison,  the  penalty  paid  by 
Drexel  is  harder  to  justify  economically. 
It  is  difficult  to  pinpoint  how  individual 
investors  were  hurt  by  Drexel's  crimes. 
The  investment  bank  may  have  caused 
investors  to  lose  confidence  in  the  mar- 
ket, but  no  one  can  put  a  monetary  val- 
ue on  that  loss.  Indeed,  some  would  ar- 
gue that  any  damage  done  is  temporary, 
reducing  the  social  costs  of  Drexel's 
wrongdoing.  If  that's  true,  the  fine 
should  have  been  smaller  as  well. 

Moreover,  Drexel's  downfall  is  being 
attributed,  at  least  in  part,  to  the  impact 
of  last  year's  jjlea  bargain.  To  be  sure, 
optimal  punishment  theory  can  call  for 
confiscating  the  total  wealth  of  an  of- 
fender, especially  when  an  offense  is 
hard  to  catch.  But  when  a  company  is 
put  out  of  business  by  a  big  fine — or  at 
least  badly  damaged,  as  many  contend 
Drexel  was — its  employees,  suppliers, 
and  the  surrounding  community  are  also 
hurt.  Then  the  fine,  rather  than  being 
ojjtimal,  proves  to  be  far  too  expensive. 


FORGET  JAPAN  AND 
GERMANY:  U.S.  RATES 
ARE  HEADED  SOUTH 


Long-term  interest  rates  in  the  U.  S. 
may  soon  fall,  even  if  Japanese  and 
German  yields  stay  high,  says  Elliott 
Piatt,  director  of  economic  research  for 
Donaldson,  Lufkin  &  Jenrette  Securities 
Corp.  Because  rising  rates  overseas  are 
mostly  due  to  heightened  fears  of  infla- 
tion in  those  countries,  they  are  not 
drawing  capital  out  of  this  country. 
When  that  sinks  in,  he  argues,  U.  S.  in- 
terest rates  will  return  to  their  yearend 
1989  levels  of  below  87. 

According  to  Piatt,  interest  rates  in 
Japan  and  West  Germany  have  risen  by 
more  than  a  full  percentage  point  over 
the  past  two  months,  but  they  have 
stayed  stable  when  adjusted  for  inflation 
expectations.  In  particular,  the  anticipat- 
ed tiikeover  of  East  Germany's  mone- 
tary system  has  boosted  fears  of  rising 
prices.  But  he  observes  that  an  inflation- 


IS  OSHA  A  HEAVYWEIGm 
THAT  LOOKS 
LIKE  A  FLYWEIGHT? 


Since  its  birth  in  1970,  the  Occupat 
al  Safety  &  Health  Administral 
has  been  derided  as  both  meddling  ; 
ineffective.  In  the  past,  economists  h 
generally  seen  only  a  small  decreas( 
workplace  injuries  from  the  agency's 
forts.  But  a  new  study  by  Wayne  G 
of  the  National  Bureau  of  Economic 
search  and  Carol  Jones  of  the  Univeri 
of  Michigan  finds  evidence  that  OSH 
more  effective  than  is  commonly 
lieved. 

The  two  researchers  looked  at  the 
cords  of  10  years'  worth  of  OSHA  ins 
tions  and  found  that  when  an  OHSa| 
spector  visits  a  factory  for  the  first  ti 
exposure  to  dangerous  chemicals  in 
factory  drops  dramatically.  They 
found,  however,  that  subsequent  vii 
have  much  less  effect.  The  iniplicatio; 
that  OSHA  should  be  spreading  out 
enforcement  efforts  rather  than  coni 
trating  on  fewer  plants. 


THE  THRIFT  BAILOUT 

MAY  SWAMP 

THIS  YEAR'S  BUDGET 


For  the  first  four  months  of  this  fis 
year,  the  budget  deficit  is  running 
billion  below  that  of  the  same  period  1 
year — unexpectedly  good  news  t! 
would  cut  $15  billion  of  the  total  bud 
gap  if  it  persisted  over  a  full  year. 

But  the  decline  is  only  tempora 
warns  Richard  B.  Berner  of  Salon 
Brothers  Inc.  The  budget  deficit  i 
bounce  back  when  the  thrift  bailout  g 
going  for  real  and  the  Resolution  Tr 
Corp.  (RTC)  needs  working  capital.  1 
Treasury  will  be  borrowing  $6  billion 
the  first  (piarter  to  help  fund  the  R 
and  Berner  estimates  that  for  the  1 
year  the  thrift  bailout  will  add  $20  bill 
to  $30  billion  to  the  Treasury's  borr( 
ing  needs.  He  concludes  that  this  CO 
help  raise  the  1990  deficit  to  as  high 
$165  billion,  vs.  last  year's  $152  billio 
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Motor  Trend's  Import  Car  of  the  Year 
has  the  extraordinary  performance  and 

s^feig  it  takes  to  satisfy  even 
the  most  demanding  driving  enthusiast. 


Winning  Motor  Trends  Import  Car  of  theYcai  award  sets  the  Turbo  Z™ 
part  from  other  cars.  But  not  from  other  Nissansf  In  other  words,  the  same  dedication 
to  superior  performance  and  styling  goes  into  every  car  we  build. 


Built  for  the  Human  Race: 


47st  Photo  

The  Corporate  Choice 

Join  the  numerous  corporations  who  rely  on  41st  Photo 

Our  professional  corporate  staff  is  always  ready  to  provide  the  personal  attention  you  require 
for  all  your  corporate  needs.  To  open  your  corporate  account,  call  today  1-212-260-1104 
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A.  Toshiba  Hi-Pertormance  Facsimile  Machine 

15  si'cond  transmission  speed  per  page.  Seven  sheets  autumanc  teeder.  16  shades  haltrone.  Auto  receive.  Polling.  Telephone/ taesimile  automatic  switching.  Copy  function.  #3200. 

B.  Toshiba  Facsimile  Machine  with  Auto  Fax/Tel  Switching 

G]  and  G 1  compatihilitv.  1 5  second  transmission  speed  per  page.  Seven  sheets  automatic  feeder.  16  shades  halftone.  Fax/ tel  switch.  Delay  transmission.  Speed  dial.  Auto  redial.  #3400. 

C.  Toshiba  Multi-Featured  Facsimile/Answering  Machine 

Beeperless  remote.  LAD  w.  auto  voice/fax  switch.  10  sheet  automatic  feeder.  16  shades  halftones.  Delav  sending.  Auto  dialing.  G2,  G3.  15  second  transmission  per  page.  #3600. 

D.  Toshiba  High  Performance  Facsimile  Machine 

G]  iSi  G 1  and  1 5  second  propneran-  sjieed.  1 5  shcrt  auri  imant  krder,  1 5  shade  srav  scale.  Auto  pajx-r  lutter.  Dela\'  leaaires.  Speed  ciialing.  328  ft.  paper  roll.  Auto  receive.  Auto  redial.  #3750. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IE  SOFT  LANDING  IS  LOOKING 
lORE  LIKE  HARD  TIMES 


1  his  latest  report  to  Congress,  Federal  Reserve 
Board  Chairman  Alan  Greenspan  asserted  that  the 
iconomy's  "weakest  point  may  have  passed."  In  a 
■ow  sense,  he  is  probably  right.  But  that  doesn't 
n  that  the  expansion  can  look  forward  to  clear  sail- 
for  the  rest  of  1990. 

easured  by  real  gross  national  product,  the  weakest 
ts  were  probably  the  fourth  quarter  of  1989  and  the 
,  quarter  of  1990.  That  mainly  reflects  the  recession 
le  auto  industry:  Car  sales  fell  sharply  last  quarter 
r  companies  lifted  their  incentives,  inventories 
:ed  up,  and  producers  slashed  output  and  payrolls, 
this  created  a  disproportionate  slump  in  economic 
vth  generally — and  in  manufacturing  in  particular. 

Real  GNP  grew  at  an  annual 
rate  of  only  0.9%  last  quarter, 
according  to  the  government's 
second  look  at  the  numbers. 
That's  up  from  the  original  esti- 
mate of  0.5%,  but  it's  still  the 
slowest  pace  in  more  than  three 
years.  The  trade  deficit  turned 
out  to  be  narrower  than  first 
reported,  and  that  more  than 
offset  downward  revisions  to 
business  investment  in  both  in- 
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xDries  and  capital  equipment. 

le  downward  adjustment  to  inventory  growth  was 
ificant.  Since  business  stockpiles  were  not  growing 
•apidly  as  originally  reported,  worries  that  bloated 
ntories  could  precipitate  widespread  cuts  in  output — 
laps  leading  to  a  recession — have  eased.  However, 
large  first-quarter  liquidation  of  car  inventories  will 
•ess  this  quarter's  GNP  growth, 
ow,  the  auto  industry  is  coming  out  of  its  doldrums 
id,  as  Greenspan  suggests,  so  should  a  lot  of  the 
lomic  data.  But  just  as  the  auto  recession  exaggerat- 
he  slowdown,  Detroit's  recovery  will  mask  the  econo- 
3  broader  weakness.  Besides,  auto  output  is  likely  to 
tice  back  only  mildly.  Car  buyers  still  require  big 
ntives,  and  those  deals  are  costing  carmakers  dearly. 

(TORIES  Although  the  numbers  may  look  a  little 
ENO  perkier  in  coming  months,  manufactur- 
:ASOIITO  ing — and  the  economy — is  still  fragile. 
'EED  UP  Even  excluding  autos,  factory  output  has 
>^ed  sharply,  operating  rates  and  factory  employment 
declining,  and  aircraft  is  the  only  industry  that's 
ling  up  unfilled  orders.  Elsewhere,  the  backlog  is 
nking  rapidly  (chart).  The  reason:  Spending  by  con- 
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sumers,  business,  government,  and  foreigners  has 
slowed  across  the  board.  Nothing  on  the  horizon  sug- 
gests that's  about  to  change. 

Consumers  continue  to  spend  freely  enough  to  keep 
the  expansion  moving — but  even  here,  there  are  growing 
concerns  for  the  future.  Consumer  confidence,  measured 
by  the  Conference  Board,  fell  sharply  in  January  and 
further  in  February,  to  its  lowest  point  since  just  after 
the  October,  1987,  stock  market  crash  (chart). 

If  consumer  demand  wilts, 
other  sectors  aren't  likely  to 
take  up  the  slack.  Lower  operat- 
ing rates,  dwindling  profits,  and 
higher  long-term  interest  rates 
are  dimming  prospects  for 
growth  in  capital  spending.  The 
thrust  to  U.  S.  exports  from  the 
dollar's  depreciation  beginning 
in  1985  continues  to  wear  off. 
And  because  of  defense  cut- 
backs and  pressure  to  trim  the 
federal  budget  deficit,  no  new  stimulus  from  govern- 
ment spending  can  be  expected. 

This  somber  outlook  for  the  major  sectors  of  demand 
undermines  the  economy's  ability  to  avoid  its  biggest 
risk:  the  combination  of  falling  profits  and  a  highly 
leveraged  economy.  The  data  on  fourth-quarter  corpo- 
rate profits  are  still  sketchy,  but  some  signs  show  that 
the  earnings  decline — so  far  concentrated  in  manufactur- 
ing— is  spreading.  And  the  cost  of  servicing  corporate 
debt  continues  to  skyrocket.  Ongoing  sluggishness  in 
demand  only  makes  the  profit  squeeze  worse. 

(DURABLE  Manufacturing  is  still  the  hardest-hit  sec- 
GOODS  tor,  as  factor  •y  orders  plainly  show.  New 
TAKE  A  orders  taken  by  durable-goods  producers 
BEATING  plummeted  10.5%  in  January,  to  $118.2 
billion.  That  was  the  sharpest  drop  on  record,  and  it 
pushed  new  orders  8%  below  their  level  of  a  year  ago. 

The  bulk  of  the  January  decline  was  in  transportation 
equipment,  where  new  bookings  dropped  $10.6  billion. 
Orders  for  aircraft  fell  after  posting  healthy  gains  in 
November  and  December.  And  weakness  in  car  sales  at 
the  end  of  1989  cut  into  ordering  for  new  autos  in 
January.  Durable-goods  shipments  also  fell  in  January, 
but  by  a  smaller  3.7%,  to  $117.7  billion. 

Orders  in  both  the  auto  and  aircraft  industries  un- 
doubtedly rebounded  in  February,  and  those  gains  boost- 
ed factory  activity  for  the  month.  In  particular,  orders 
for  autos  probably  picked  up  in  February,  since  new-car 
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sales  in  Januaiy  were  healthy  enough  to  clear  out  dealer 
inventories.  Detroit  increased  output  last  month  after 
extensive  plant  shutdowns  in  January-,  indicating  that 
more  cars  were  shipped  out  in  Februan,". 

Rebounding  car  production  should  help  other  durable- 
goods  producers,  since  the  auto  industn"  is  a  major 
buyer  of  machine  tools,  steel  products,  and  other  indus- 
trial materials.  But  manufacturing's  problems  extend 
beyond  Detroit's  ti'oubles. 

In  Januan,-,  new  orders  for  durable  goods,  excluding 
transportation  equipment,  fell  3.4%,  after  no  change  in 
December.  Electrical-machinen,-  bookings  sank  17.6%, 
with  a  sharp  decline  in  demand  for  communications 
equipment.  Machinetool  ordei-s  were  off  14^^  from  their 
year-ago  levels,  accoi'ding  to  the  National  Machine  Tool 
Builders  Assn. 

Defense  cutbacks  also  hurt  some  hardgoods  manufac- 
turers: Militaiy  orders  sank  12.9%  in  December  and 
plunged  36^<-  in  Januan.'.  And  higher  interest  rates  are 
cutting  into  home  buying  and  demand  for  consumer 
durables  such  as  appliances  and  furniture. 

WTiile  the  transportation-equipment  industr}'  has  a 
healthy  level  of  back  orders — mostly  reflecting  booming 
demand  for  new  aircraft — other  durablegoods  producers 
have  less  of  a  cushion.  Their  unfilled  ordei-s  slipped  0.5%c 
in  Januaiy,  to  S230.3  billion.  Since  the  nontransportation 
backlog  started  1990  virtually  unchanged  from  its 
fourth-quarter  average,  most  producers  wiW  have  little 
need  to  increase  output  or  emplo\Tnent  this  quarter. 
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THE  BUDGET 
FIGURES 
ARE  WAY 
OFF  TARGET 


A  slower  economy  will  wTeak  havoc  on 
the  Administration's  budget  projections. 
The  economy  isn't  likely  to  grow  any- 
where near  the  2.6%  annual  rate  that 
Bush's  budget  team  is  forecasting.  So  the  White  House 
probably  won't  get  its  wish  for  a  budget  deficit  of  just 
S123.8  billion  this  fiscal  year. 
True,  the  January  budget  report  looked  promising: 


The  federal  government  took  in  S9.9  billion  more 
revenues  than  it  spent.  But  S3.1  billion  of  that  surp 
came  from  money  raised  by  the  Resolution  Funii 
Corp.  that  will  be  spent  later  on.  As  these  funds  are  m 
to  bail  out  failing'  thrifts  during  the  rest  of  the  year,  • 
monthly  deficits  will  begin  to  look  much  worse. 

Washington  has  also  severely 
overestimated  tax  revenues,  es- 
pecially from  coiporate  taxes. 
With  profits  sinking,  businesses 
are  forking  over  less  to  the  gov- 
ernment. In  the  first  four 
months  of  fiscal  1990,  corporate 
income-tax  payments  are  al- 
ready running  12.-5%  below  the 
same  period  of  the  preceding 
year  (chart).  The  Administra- 
tion's budget,  however,  calls  for   

an  8.2%  rise  in  corporate  income  taxes  this  year. 

Since  the  beginning  of  fiscal  1990  last  October,  i 
government  deficit  has  totaled  S59.8  billion.  At  this  ra 
the  final  budget  gap  should  be  about  S140  billion.  Th£ 
a  lot  closer  to  the  forecasts  of  the  Congressional  Bud| 
Office  and  private  economists  than  to  the  Bush  Admii 
tration's  estimate. 

Longer-tei-m,  the  Administration  projects  a  S63.1 
lion  gap  in  1991.  That  looks  even  more  fanciful,  espec 
ly  if  this  year's  sluggish  economy  brings  still  more  j 
lessness  and  lackluster  coi-porate  profits 

As  Washington  fiddles  with  tax-cut  proposals  wJ 
ignoring  the  more  pressing  issue  of  cutting  the  defi< 
the  enormous  need  for  foreign  capital  to  finance  1 
budget  gap  puts  continued  upward  pressure  on  intep 
rates.  If  Washington  dealt  with  the  deficit,  it  could 
duce  the  need  for  foreign  funds,  take  pressure  off  int 
est  rates,  and  decrease  the  economy's  \'ulnerability  U 
recession.  But  that's  one  bit  of  help  the  expansion  is 
likely  to  get. 


CAR  SALES 


Monday.  Mar.  5.  If:  15  p.m. 
Most  economists  expect  that  sales  of 
new  domestically  made  cars  fell  to  an 
annual  rate  of  about  6.8  million  in  Feb- 
ruar\%  from  7.-5  million  in  Januar}-.  The 
reintroduction  of  dealer  incentives  in 
early  1990  has  helped  boost  sales  so  far 
this  quarter  to  a  respectable  7.2  million 
annual  rate,  from  the  poor  6.2  million 
pace  of  the  fourth  quarter. 


MOORY  INVENTORIES 


Tuesday.  Mar.  6.  10  a.  m. 
Faetorj-  inventories  probably  dropped  by 
about  0.1%  in  Januan.".  Inventor}"  draw- 
downs in  the  auto  and  aircraft  industries 
likely  offset  gains  at  other  manufactur- 


ers. In  December,  stockpiles  fell  0.4^f. 
Factor."  orders  most  likely  fell  by  about 
"^c,  after  rising  1.9'"^  in  December. 
That's  indicated  by  the  already  reported 
10..5^<:  plunge  in  durable-goods  orders  for 
Januar\-,  led  by  a  steep  drop  in  demand 
for  transpoitation  equipment. 

INSTALLWEHT  CREDIT  

Wednesday.  Mar.  7 

Consumers  probably  added  about  So  bil- 
lion to  their  debt  load  in  Januar\".  The 
heft}"  gain  is  suggested  by  increases  in 
new-car  sales  and  other  retail  purchases 
and  in  personal  loans  at  commercial 
banks.  Installment  credit  has  been  rising 
sharply  in  recent  months.  It  grew  by 
•54.6  billion  in  November  and  S4.9  billion 
in  December. 


EMPLOYMENT 


Friday.  Mar.  9,  8:30  a.m. 
Nonfarm  emplojTnent  in  Februan."  liki 
expanded  by  about  200,000,  after  suW 
ing  27.5.000  in  Januarj".  Factor}"  ji 
probably  increased  by  about  50,000, 
cause  many — but  not  all — of  the  90,i 
auto  workers  laid  off  in  January  *i 
turned  to  work  last  month.  ConstructB v^, 
jobs  probably  declined  after  rising  % 
104,000  in  Januarj",  when  the  weat*  'i? 
was  warmer  than  usual.  Most  eco-  ..^^ 
mists  expect  that  the  Februan."  civil  i 
jobless  rate  was  little  changed  from  5.»  \-i 
in  Januar}".  Since  labor  markets  rem^ 
tight,  the  average  hourly  wage  proba?  j  '■?!: 
edged  up  by  about  0.2^c  in  Februa,  j^r.^ 
after  rising  O.l'^c  in  January". 
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We  sell  straight  lines. 


These  days,  companies  are  being 
:ed  to  draw  the  line. 

Frustrated  by  mounting  competi- 
J  pressures  and  nagging  productivity 
icerns,  they  are  reexamining  their 
idamental  business  approaches. 

They  are  realizing  that  information 
;hnology  can  shorten  the  distance 
tween  themselves  and  their  goals. 


And  Andersen  Consulting  is  helping 
them  connect  the  dots. 

By  combining  business  intelligence 
and  technological  command,  Andersen 
Consulting  can  offer  strategic  solutions 
that  help  drive  a  company  forward. 

And  that's  not  just  some  promising 
theory.  Our  techniques  have  already  tangibly 
improved  company  performance  in 


industry  after  industry. 

At  Andersen  Consulting, 
it's  what  we  call  thinking  straight. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  here: 


FOREIGN  POLICY  I 


MARCH  12.  1990 


CAN  THEY 
DOUSE  THE 
FLAMES? 

A  SUMMIT  MAY  NOT  COOL 
U.S.-JAPAN  FEUDING 


The  call  was  unusual — and  urgent. 
George  Bush,  the  disciple  of  per- 
sonal diplomacy,  was  calling  Japa- 
nese Prime  Minister  Toshiki  Kaifu  at 
midnight,  Tokyo  time,  summoning  his 
surprised  listener  to  a  hastily  convened 
summit.  If  Bush  seemed  in  a  hurry,  he 
can  be  forgiven.  Trade  tensions  will 
dominate  the  talks.  But  the  real  reason 
for  the  Mar.  2-3  get-together  in  Palm 
Springs,  Calif.,  is  a  worrisome  deteriora- 
tion in  overall  U.  S.-Jajjanese  relations, 
one  of  the  most  important  alliances  of 
the  postwar  era. 

The  meeting  will  he  cordial,  marked 
by  glowing  talk  of  a  post-cold-war  "glob- 
al partnership."  But  the  talks  take  place 
against  a  backdrop  of  steadily  hardening 
public  perceptions  in  both  the  U.  S.  and 
Japan  (table).  "The  relationship  is  as  bad 
as  I've  ever  seen  it,"  says  Douglas 
McMinn,  a  Washington  trade  consultant 
and  former  Assistant  Secretary  of  State. 
"You  have  precisely  the  wrong  senti- 
ments being  stirred  in  both  countries." 
WEAKER  YEN.  As  the  cold  war  recedes, 

more  attention  is  being  focused  i  

on  the  economic  struggle 
among  nations — a  contest  in 
which  Americans  increasingly 
view  Japan  as  an  unfair  com- 
batant. The  U.  S.  trade  deficit 
with  Japan,  which  is  stuck  at 
$50  billion  a  year,  is  the  sorest 
point.  While  America's  overall 
trade  deficit  is  narrowing,  the 
gap  with  Japan  may  actually 
increase  as  a  weakening  yen 
makes  Japanese  goods  cheaper 
for  overseas  buyers.  Tokyo's 
concern  over  the  plunging  yen 
apparently  has  prompted  Kaifu 
to  seek  U.  S.  assistance  in  sta- 
bilizing the  currency. 
Japan's  surging  investment 


in  the  U.  S.,  at  a  time  when 
Americans  find  it  difficult 
and  expensive  to  invest  in 
Japan  (page  52),  looms  as  a 
hot  political  issue.  Includ- 
ing all  forms  of  invest- 
ment, Japan  will  soon  over- 
take Britain  as  the  No.  1 
foreign  investor  in  Ameri- 
ca. A  new  wrinkle:  charges 
that  lavish  Japanese  spend- 
ing on  lobbying,  think 
tanks,  and  research  is  an 
attempt  to  shape  U.  S.  de- 
cision-making. A  soon-to- 
be-published  book  by  TRW 
Inc.  executive  Pat  Choate 
on  Japan's  influence-peddling  efforts  is 
expected  to  trigger  a  national  debate. 
"What  we  should  be  concerned  with  is 
the  amount  of  money  the  Japanese  are 
spending  in  America  to  try  to  achieve 
certain  results."  says  House  Majority 
Leader  Richard  A.  (Gephardt  (D-Mo.). 

Defense,  long  a  bulwark  of  U.  S.-Japa- 
nese  relations,  is  also  becoming  a  more 


Bush  invited  Kaifu  for  a  sud<e 
powwow  in  Palm  Springs— buivir^ 
hostility  rising  in  both  natiois 
the  sweet  talk  may  be  just 


ticklish  issue.  For  years,  Washii:t' 
has  demanded  that  Tokyo  play  a  gn; 
role  in  its  own  defense,  and  Defensor, 
retary  Richard  B.  Cheney  has  annoico 
plans  to  withdraw  some  U.  S.  tiioi 
from  Japan.  ,  r 

Yet  Japan  now  ranks  No.  3  in  miiai 
spending,  and  some  Pentagon  slat 
gists  worry  that  Japanese  defni 


WHERE 
TENSIONS 
ARE  HOTTEST 


Talks  aimed  at  reducmg  Japanese 
barriers  to  U.S.  imports  face  a 
crucial  April  deadline.  Topics  in- 
clude such  seemingly  intractable 
problems  as  Japan's  distribution 
system,  the  country^'s  insular  in- 
dustrial conglomerates,  and  tax 
and  land-use  policies  that  dis- 
courage consumption.  Japan  de- 
mands that  the  U.S.  shrink  its 
budget  deficit  and  boost  savings. 
Failure  of  these  talks  could  laint 
other  aspects  of  the  relationship 
between  the  two  countries 


The  Administration  is 
pan  to  buy  more  U.S.  t 
munications  equipmen 
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3 — including  talk  of  building  an  air- 
;  carrier — may  prove  destabilizing, 
ig  Japanese  nationalism  is  also  caus- 
^oncern.  Tokyo  politicians,  once  cau- 
>  about  criticizing  their  ally,  now 
1  the  U.  S.  for  its  sloth  and  denigrate 
acial  diversity.  Japanese  public  opin- 
las  stiffened  against  concessions  to 
U.S. 


As  a  result,  Japan  could 
replace  the  Soviet  Union  as 
the  chief  demon  in  the 
minds  of  Americans.  Is  Ja- 
pan becoming  Public  Ene- 
my No.  1?  "The  potential 
sure  is  there,"  worries  one 
State  Dept.  official. 

That  leaves  Bush  and 
Secretary  of  State  James 
A.  Baker  III  out  on  a  polit- 
ical limb  at  home.  Baker  is 
promoting  a  lofty  scheme 
to  raise  Japan  to  super- 
power status.  At  regular 
summits  between  the  Pres- 
ident and  the  Prime  Minis- 
ter, discussions  would 
transcend  trade  to  encom- 
pass global  issues  ranging 
from  debt  to  development 
aid  to  security. 

In  exchange.  Baker  ex- 
pects Tokyo  not  only  to 
continue  financing  U.  S. 
budget  deficits  but  also  to 
bankroll  a  foreign  policy 
agenda  that  Washington 
can't  afford.  But  the  larg- 
er Japan's  role  in  funding 
U.  S.  policy,  the  less  room 
Washington  has  to  press 
Japan  on  trade. 

Bush's  increasing  depen- 
dence on  Japan  explains 
why  tough  trade  talk  in- 
side the  White  House  has 
become  just  that:  talk. 
Both  U.  S.  Trade  Represen- 
tative Carla  A.  Hills  and 
Commerce  Secretary  Robert  A.  Mos- 
bacher  continue  to  criticize  Tokyo's 
trade  policies — but  in  what  seems  to  be 
a  bow  to  Kaifu,  neither  was  invited  to 
Palm  Springs. 

The  President  wants  Kaifu  to  pres- 
sure Tokyo  bureaucrats  to  move  dramat- 
ically on  the  so-called  Structural  Impedi- 
ments Initiative  (Sll).  The  talks  are 


lucts,  supercomputers, 
:es.  If  negotiations 
uce  results  by  a  June 
Congress  could  press 
*idministration  to  take 
measures 


TRADE  GAP 


d 

lent  in  the  U.S.  trade 
1  Japan  has  stalled, 
ip  at  about  $50  billion  a 
weakening  of  the  yen 
lly  widen  the  gap  by 
ices  of  Japanese  ex- 
U 


THE  JAPAN  lOBBY 


The  Administration  is  bracing  for 
a  forthcoming  book  by  TRW 
Vice-President  Pat  Choate  that 
will  argue  that  Japan  is  waging  a 
costly  campaign  to  shape  U.S. 
policymaking  and  public  opinion. 
Democrats  will  exploit  the  issue 
in  this  fall's  campaigns 


Defense  Secretary  Dick  Cheney, 
during  his  recent  swing  through 
Asia,  warned  the  Japanese  that 
trade  tensions  could  spill  over 


into  other  areas.  Those  frictions 
will  only  increase  pressure  on 
Tokyo  to  go  its  own  way  in  weap- 
ons development 

DATA:  BW 


designed  to  change  ingrained  Japanese 
distribution  and  procurement  practices, 
which  U.  S.  exporters  fee!  shut  them  out 
of  the  market.  The  third  round  of  talks 
in  Tokyo  in  February  went  nowhere,  and 
the  Administration  must  give  Congress 
a  progress  report  by  early  April.  If  Bush 
cannot  show  significant  movement,  Capi- 
tol Hill  may  demand  retaliation.  "We're 
really  out  there  hanging  on  SII,"  says 
one  White  House  aide.  "We've  simply 
got  to  deal  with  this  perception  that  the 
Japanese  market  is  closed." 

The  stalled  Sll  talks  are  just  one  of 
several  volatile  trade  negotiations  that 
are  coming  to  a  head.  Talks  to  pry  open 
Japanese  markets  for  U.  S.  exports  of 
supercomputers,  finished  wood  products, 
and  satellites  are  unlikely  to  yield  much 
progress  by  a  mid-June  deadline. 
"There's  no  cjuestion  that  we  have  to 
deliver  the  goods,"  says  an  Administra- 
tion trade  official. 

LITTLE  TO  OFFER.  Unhappily  for  Bush, 
only  token  concessions  are  in  the  offing. 
"Bush  is  going  to  want  to  see  what 
Kaifu  has  to  offer,  and  that  will  be  very 
little,"  says  Toru  Nakakita,  chief  econo- 
mist at  Tokyo's  Research  Institute  on 
the  National  Economy.  Although  Kaifu 
helped  the  Liberal  Democratic  Party  win 
crucial  Lower  House  elections  in  Febru- 
ary after  a  year  of  scandal,  he  is  out- 
gunned not  only  by  the  Japanese  bu- 
reaucracy but  also  by  long-time  party 
barons  such  as  former  Prime  Minister 
Noboru  Takeshita  and  Shintaro  Abe,  a 
contender  for  Kaifu's  job. 

Bush's  own  negotiating  position  with 
Kaifu  has  been  undercut  by  Washing- 
ton's inability  to  hold  up  its  end  of  the 
SII  talks.  Bush,  hog-tied  by  his  "read  my 
lips"  tax  pledge  and  by  partisan  wran- 
gling, has  done  little  about  the  budget 
deficit,  which  Tokyo  and  many  U.  S. 
economists  argue  is  at  the  heart  of  U.  S. 
economic  woes. 

If  Bush  and  Kaifu  fail  to  create  move- 
ment, the  Democrats  could  cash  in  later 
this  year  in  congressional  elec- 
tions. With  the  slowing  econo- 
my bringing  recession-like  con- 
ditions to  some  industries. 
Republican  analyst  Kevin  Phil- 
lips sees  potential  for  the  Dem- 
ocrats in  "sophisticated  Japan- 
bashing"  as  part  of  a  broader 
assault  on  the  Administration's 
laissez-faire  policies.  While 
Bush  and  Kaifu  may  exchange 
pleasantries  in  their  Palm 
Springs  oasis,  neither  seems 
equipped  to  stop  the  erosion  of 
the  U.  S.-Japanese  alliance. 

By  Bill  Javetski,  with  Douglas 
A.  Harbrecht  and  Paula  Dwyer 
in  Washington  and  Neil  Gross  in 
Tokyo 
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CENTRAL  AMERICA  I 


CHAMORRO  WINS  AN  ELECTION 
AND  INHERITS  A  DISASTER 


Nicaragua's  economy  is  comatose,  its  population  splintered 


She  stumped  for  two  months  on  a 
shattered  kneecap  and  then  upset 
the  ruling  Sandinistas  in  a  Feb.  25 
shocker.  But  Nicaraguan  President-elect 
Violeta  Barrios  de  Chamorro  has  no  time 
to  lay  aside  her  crutches  and  savor  the 
victory.  She  must  wrench  control  of  the 
army  and  police  away  from  the  Sandinis- 
tas, who  aren't  likely  to  yield  without  a 
struggle.  Then,  she  must  rebuild  Nicara- 
gua's devastated  economy  (chart). 

When  Chamorro  takes 
office  on  Apr.  25,  she'll 
inherit  an  economy  in  ru- 
ins and  a  population 
hungry  for  relief.  And 
like  Eastern  Europe's 
new  leaders,  Chamorro 
looks  to  a  debt-ridden 
U.  S.  for  funds.  She  may 
be  disappointed. 

Once  an  obsession  of 
the  Reagan  White  House, 
Nicaragua  may  now  be 
an  item  the  Bush  Admin- 
istration will  try  to  cross 
off  its  list  of  problems. 
So  far,  Washington  has 
greeted  the  upset  with 
mild  praise  and  few 
promises.  U.  S.  policy  to- 
ward the  new  Managua 
will  most  likely  echo  its 
approach  to  Panama — 
"good  intentions  and  not 
enough  money,"  says  Bill 
Goodfellow,  Latin  Ameri- 
ca specialist  at  the  Center  for  Interna- 
tional Policy.  One  gesture  President 
Bush  is  likely  to  make  soon:  lifting  the 
five-year-old  embargo  that  sank  Nicara- 
gua's already  listing  economy. 
TIGHTER  BELTS.  Even  if  Washington  can 
scrounge  up  some  cash,  the  Nicaraguan 
President-elect  can't  start  spending.  In- 
stead, she's  preparing  a  painful  auster- 
ity program  to  smother  inflation.  Prices 
are  rising  at  a  1,500'a  annual  clip.  The 
cordoba,  worth  10$  two  years  ago,  now 
trades  at  64,000  to  the  dollar.  As  much 
as  $100  million  a  year  of  Soviet  oil, 
bought  on  credit,  will  now  have  to  be 
paid  for  in  hard  currency.  Foreign  debt 
totals  $7  billion,  nearly  $3,000  per  capita. 

Throughout  her  campaign,  Chamorro 
promised  to  :urb  inflation  within  weeks 
of  taking  offiti'.  Now,  she  must  some- 
how convince  N  icaraguans,  including  de- 


feated Sandinista  partisans,  that  tighten- 
ing their  belts  even  further  will 
eventually  pay  off  in  more  stable  prices 
and  a  resurgent  economy.  Only  a  victory 
over  inflation  will  persuade  foreigners — 
including  Nicaragua's  rich  exiles  in  Mi- 
ami— to  invest  dollars  in  the  country. 

Ironically,  Chamorro's  plan  resembles 
the  current  Sandinista  program,  which 
has  driven  inflation  down  from  36,000% 
annually  in  1988.  The  difference,  says 
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Alfredo  Cesar,  Chamorro's  economic  ad- 
viser, is  that  while  the  Sandinistas  cut 
spending  and  reduced  demand,  they 
were  unable  to  generate  growth  in  the 
militarized  economy.  Cesar  predicts: 
"We'll  get  people  to  produce  more." 

Here,  Chamorro  enjoys  some  fresh  ad- 
vantages. Without  the  U.  S.  embargo, 
trade  and  even  investment  could  perco- 
late anew.  The  contra 
army,  now  camped  on  the 
Honduran  border,  is  no 
longer  an  enemy  force. 
This  should  give  Cha- 
morro a  chance  to  slash 
military  spending,  which 
now  gobbles  up  more 
than  half  the  budget. 
Finding  jobs  for  the  con- 
tras  will  be  tough  given 
the  economy's  troubles. 
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NICARAGUA'S 
WOEFUL  ECONOMY 


■84         85        '86  87 
▲  PERCENT  DATA;  IKTER-AMEIilCAII  DEVEIOPMENT  BANK 


Chamorro's  new  government,  ai 
say,  will  look  to  revive  the  agriculti 
exports  that  sustained  the  prerevolut: 
ary  economy:  beef,  cotton,  coffee,  ; 
shrimp.  In  addition,  Managua  ho 
to  woo  Asian  textile  manufactun 
who  could  run  plants  in  Nicaragua  ; 
export  to  the  U.  S.  under  the  Caribb' 
Basin  Initiative.  Many  Nicaraguans  r 
work  for  less  than  $25  a  month.  Gro 
of  tropical  hardwoods,  deep  gold  mi 
in  the  central  region,  and  virgin  beae 
on  the  Pacific  could  also  lure  fore 
cash. 

MISSING  LINKS.  But  a  fractured  in: 
structure  is  sure  to  scare  away  all 
the  hardiest  investors.  Although  Nic£ 
gua  has  coasts  on  both  the  Pacific 
Caribbean,  there's  not  even  a  road  fr 
Managua  to  the  Caribbean  port  of  Bl 
fields.  Travelers  must  drive  part  of 
way  and  then  catch  a 
erboat.  And  the  counti 
telephone  system  is  n( 
riously  bad. 

Nicaragua  must  a 
rebuild  its  distribut 
system.  A  decade  a 
Jaime  Bengoechea, 
small  pharmaceutic 
maker  in  Managua, 
ported  medicines 
neighboring  Costa  E 
and  Honduras.  Follow 
the  revolution,  the 
ernment  nationalized 
banks  and  commandee; 
the  import-export  bi 
ness,  refitting  it  to  se: 
the  country's  warti 
needs.  "The  whole  ir 
keting  system  collapse  ilte 
Bengoechea  says, 
handful  of  multinati 
als — including  ExX' 
RJR  Nabisco,  Pennw; 
and  BAT  Industries — tp^s? 
stuck  it  out  through  war  and  emba) 
may  also  start  to  revive. 

Chamorro,  who  stood  side  by  side  wji<« 
the  Sandinistas  early  on  after  their  ll 
victory,  accepts  much  of  the  revolutio 
changes,  including  land  reform.  "' 
won't  take  away  one  foot  of  the  pe 
ants'  land,"  says  Cesar.  So  rich  lando\  Sitji 
ers  may  return  from  exile  to  find  tl 
can't  get  their  far 
back.  In  the  end,  Cl^i 
morro  faces  the  sa; 
problem  as  the  late  J< 
Napoleon  Duarte  in 
Salvador:   to  carve  ( 
a  political  middle  in 
country  that  has  ne 
known  one. 

Bij  Stephen  Bakeri 
Managua,  mth  Peter  HO 
in  Washington 
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WVIRONMENTI 


IE  LEGAL  REEF 
lEAD  FOR  EXXON 


iminal  trial  could  tar  the  company's  image  and  stock  price  for  years 


Ixxon  almost  squeaked  by.  After 
negotiating  for  weeks,  Exxon 
i  Corp.  and  the  Justice  Dept.  seemed 
t  to  strike  a  deal  over  last  year's 
?z  oil  spill.  The  company  was  on  its 
to  averting  serious  criminal  charges 
capping  its  liability  to  the  federal 
rnment.  Word  of  a  sweetheart  bar- 
triggered  an  outcry — and  the  settle- 
talks  broke  down.  On  Feb.  27,  af- 
yxxon  rejected  Justice's  final  offer, 
.nchorage  grand  jury  charged  the 
lany  with  two  felonies  and  three 
smeanors.  The  indictment  is 
government's  most  signifi- 
criminal-pollution  case  ever, 
xon  is  the  lirst  to  be 
jed  with  criminal  felony  vio- 
is  of  two  maritime-safety 
antipollution  rules,  as  a  re- 
of  the  disastrous  Mar.  24, 
spill.  If  convicted  on  all 
ts,  Exxon  faces  probation — 
penalties  likely  exceeding 
million.  Attorney  General 
Thornburgh  vowed  that  the 
rnment  would  extract  from 
company  "the  maximum 
mt  the  law  permits." 
do  that,  prosecutors  will  be 
iing  penalties  under  a  novel 
:hat  could  allow  it  to  recover 
le  the  government's  dam- 
.  Those  would  include  its 
for  cleaning  up  the  11  mil- 
gallons  of  crude,  studying 
effect  on  the  environment, 
ig  new  parklands,  and  re- 
ag  Prince  William  Sound, 
janwhile,  the  Justice  Dept. 
Alaska  officials  both  are  pursuing 
cases  against  Exxon.  That  litigation 
d  seek  redress  for  the  state's  dam- 

1  natural  resources.  Any  such 
•ds  could  be  hefty,  for  the  oil  slick 
id  for  700  miles,  badly  polluting 
kan  waters  and  shorelines  and  kill- 
nore  than  36,000  birds,  including  at 

100  bald  eagles. 

IVSTATING.'  Exxon  Chairman  Law- 

2  G.  Rawl  expressed  "disappoint- 
t"  over  the  indictment  and  an- 
iced  the  company's  intent  to  "defend 
elves  in  court."  He  also  disputed  the 
I  basis  for  the  high  fines.  So  far, 
3n  has  paid  out  more  than  $180  mil- 
to  13,000  fishermen  and  other  claim- 

and  spent  more  than  $2  billion  in 
jup  costs.  It's  expecting  to  resume 
ations  this  month. 


Even  so,  the  indictment  buoyed  the 
environmentalists,  fishermen,  and  others 
who  are  battling  Exxon  in  more  than  180 
civil  suits.  They  charge  that  one  of  the 
world's  largest  oil  companies  owes  them 
upwards  of  $400  million  in  lost  income, 
plus  punitive  damages.  If  the  govern- 
ment wins  a  conviction,  the  claimants 
could  use  the  facts  that  triggered  it  to 
prove  their  civil  claims.  "The  impact 
would  be  devastating,"  says  Kenneth 
Adams,  a  lawyer  representing  fishermen 
and  others  suing  the  company.  Even  Ex- 


coming  to  life,"  says  Dillard  P.  Spriggs, 
president  of  Petroleum  Analysis  Ltd. 
"The  indictment  throws  doubt  on  that 
for  sure." 

To  build  its  case,  the  government 
must  cross  some  unchartered  waters. 
The  misdemeanors  accuse  Exxon  of  neg- 
ligently polluting  U.  S.  waters  and  kill- 
ing migratory  birds  in  violation  of  feder- 
al environmental  laws,  such  as  the  Clean 
Water  Act.  But  prosecutors  built  their 
more  serious  charges  on  untested  regu- 
lations under  the  1972  Ports  and  Water- 
ways Safety  Act  and  the  Dangerous 
Cargo  Act.  Under  them,  Exxon  is  ac- 
cused of  willfully  failing  to  ensure  that 
its  tanker  was  competently  staffed  and 
manned.  The  crew  included  Captain  Jo- 
seph Hazelwood,  who  is  now  in  the 
midst  of  a  criminal  trial  in  Anchorage 
over  his  role  in  the  Valdez  spill. 

Despite  the  indictment,  questions  re- 
main over  how  tough  the  government 


CRUDE 


MEASURES:  STEAM  CLEANING  A  BEACH  ON  PRINCE  WILLIAM  SOUND 


xon's  lawyers,  such  as  Richard  Clinton, 
who  represents  the  Exxon  Shipping  unit 
in  the  civil  suits,  admit  an  ultimate  con- 
viction "could  have  some  impact." 

Oil  analysts  worry  how  well  a  distract- 
ed Exxon  will  manage.  Since  last  March, 
Exxon's  shares  have  risen  by  about  157f , 
but  lagged  behind  other  major  oil  stocks 
that  shot  up  as  much  as  45%.  In  1989, 
Exxon  wrote  off  $1.68  billion  for  spill- 
related  costs — including  $300  million 
added  in  February.  Money  isn't  the 
prime  concern:  Exxon's  cash  flow  in 
1990  is  expected  to  hit  $11  billion,  ana- 
lysts say.  Rather,  the  big  problem  is  the 
black  cloud  cast  by  the  pending  indict- 
ment and  damage  claims.  Until  they're 
resolved,  which  could  take  years,  the 
company's  recovery  will  be  stalled.  "Ex- 
xon stock  had  been  showing  signs  of 


will  be  now.  Plea-bargain  negotiations  in 
January  enraged  environmentalists  and 
state  officials.  Many  are  uneasy  that  a 
plea  bargain  that  they  find  unacceptable 
could  still  emerge. 

Even  if  Exxon  settles  its  legal  prob- 
lems quickly,  the  company  will  hardly  be 
able  to  put  the  Valdez  affair  behind  it 
completely.  Neither  will  Big  Oil.  House 
and  Senate  staffers  are  resolving  differ- 
ences between  two  oil-spill  liability  bills 
passed  last  year.  Both  would  set  up  a  $1 
billion  trust  fund,  financed  by  an  oil  tax, 
and  impose  other  rules  that  would  be 
expensive  for  the  industry.  Exxon, 
though,  must  grapple  with  a  tougher 
problem:  a  public  image  as  dark  as  the 
oil  that  blackened  Alaska's  shores. 

By  Michele  Galen  in  New  York  and 
Vicky  Cahan  in  Washington 
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TAKEOVERS  I 


HAROLD  SIMMOKS  IS  PLAYING 
A  CRAFTY  WAR  GAME 


Is  he  really  gunning  for  Lockheed — or  is  it  a  ploy? 


Talk  about  a  miserable  first  year. 
Since  becoming  chairman  of  Lock- 
heed Corp.  in  January,  1989,  Daniel 
M.  Tellep  has  bounced  from  crisis  to  cri- 
sis. The  defense  contractor's  earnings 
were  virtually  wiped  out  by  write-offs 
for  engineering  blunders,  while  some  of 
its  most  promising  new  programs  are  on 
the  Pentagon's  hit  list.  And  for  most  of 
his  tenure,  Tellep,  the 
soft-spoken  son  of  a 
Pennsylvania  coal  miner, 
has  had  Dallas  investor 
Harold  C.  Simmons  gun- 
ning for  him. 

A  showdown  now 
seems  likely  at  the  com- 
pany's Mar.  29  annual 
meeting.  Simmons,  who 
controls  19?^  of  Lockheed 
stock,  intends  to  wage  a 
proxy  fight  to  elect  his 
own  slate  of  15  directors. 
On  the  surface,  his  aim 
seems  direct:  to  take  over 
the  company,  boost  prof- 
its, and  help  raise  the 
stock's  value.  But  Sim- 
mons appears  at  best  to 
be  a  long  shot  to  beat 
Tellep.  Instead,  Simmons 
may  simply  be  looking 
for  a  way  to  slug  his  way 
out  with  a  profit. 
KEEPING  MUM.  The  investor  has  already 
lost  plenty  on  his  Lockheed  stake,  for 
which  he  paid  $524  million.  Simmons'  pa- 
per losses  now  amount  to  about  $100 
milhon.  Even  his  well-publicized  start  of 
the  proxy  battle  failed  to  revive  the 
stock.  On  Feb.  27,  shares  traded  at  $35, 
unchanged  from  a  week  earlier.  "It 
looks  to  me  like  he's  just  trying  to  bail 
out,"  observes  Dewitt  Bowman, 
chief  investment  officer  for  the 
California  Public  Employees  Re- 
tirement System,  which  owns 
about  400,000  shares  of  Lockheed. 

What  would  it  take  for  Sim- 
mons to  go  away?  He  isn't  talk- 
ing, and  Lockheed,  based  in  Cala- 
basas,  Calif.,  won't  discuss  any 
deal  it  may  have  cooking.  One 
way  out  that  has  occurred  to  out- 
siders is  for  Lockheed  to  take  Sim- 
mons' stock  in  trade  for  its  Cal- 
Comp  computer  peripherals  unit, 
plus  all  or  part  of  225  acres  of 


prime  real  estate  in  Burbank,  Calif.  Such 
a  swap  would  be  worth  $400  million  to 
$625  million — and  could  be  structured  to 
avoid  the  appearance  of  greenmail,  says 
Lawrence  Harris,  a  defense  industry  an- 
alyst at  Bateman  Eichler,  Hill  Richards. 
Says  CalComp  President  William  P.  Con- 
lin:  "Anything's  possible." 
So  far,  Tellep  shows  no  sign  of  being 


J  81 


CEO  TELLEP  COULD  OFFER  A  DEAL  THAT  WILL  GET  SIMMONS  OFF  HIS 


in  a  dealing  mood.  He  made  Simmons' 
proxy  fight  more  difficult  by  advancing 
Lockheed's  shareholder  meeting  by  six 
weeks  to  cut  into  his  rival's  time  to  lob- 
by his  case  with  major  investors.  And 
after  analysts  speculated  that  Simmons 
wanted  Lockheed's  $1.5  billion  in  excess 
pension  assets,  the  board  took  steps  to 
transfer  those  assets  to  a  medical  fund 


LOCKHEED:  LOOKING 
FOR  NEW  BUSINESS 
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SIMMONS:  CAUGHT  IN 
LOCKHEED'S  TAILSPIN 
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for  retirees  that  a  future  owner  wc 
not  be  able  to  tap. 

What  Tellep  can't  maneuver  aroun 
his  company's  dismal  performari 
Earnings  in  1989  fell  to  just  $2  millioi 
$9.9  billion  in  sales,  a  huge  drop  fi 
the  $624  million  it  earned  in  1 
Among  the  main  reasons:  a  $300  mil 
writedown  for  cost  overruns  on  its  P 
antisubmarine  plane,  and  an  additic' 
$165  million  in  writedowns  on  other 
craft  programs. 

More  problems  are  also  on  the 
zon.  The  company  has  been  drop 
from  future  subcontracting  work  on 
C-17  cargo  plane,  depriving  it  of  ab 
$1  billion  in  sales.  With  backlogs  d^ 
dling  (chart),  Lockheed  faces  the  p* 
pect  that  the  Pentagon  may  cancel 
Advanced  Tactical  Fij 
er  program — which  cc 
be  worth  $15  billion 
the  company. 

As  he  lobbies  Lo 
heed's  investors,  S 
mons  contends  that 
could  do  a  better  job 
fact,  Tellep  has  b 
forced  to  all  but  abam 
a  major  restructuring 
nounced  last  April,  wl 
would  have  included 
sale  of  CalComp  and  i 
tate.  Since  then,  Lc 
i.'ed  shares  have  fa 
iirarly  $15. 

FANCY  MOVES.  But  if  SRlinKC 

mons  has  a  plan, 
hasn't  divulged  it.  H( 
expected  to  announce 
intentions  within  the  n 
few  weeks.  Meanwh 
investors  are  question 
whether  Simmons 
anything  to  put  on  the  table. 

For  now,  Simmons  is  making  all 
moves  expected  of  a  serious  takeoBi;^, 
artist.  He  has  lined  up  Salomon  Broth  f^_^^ 
Inc.  and  Jefferies  &  Co.  to  advise  h  ' 
And  he  has  taken  out  full-page  news 
per  ads  stressing  that  "the  pres 
Lockheed  board  is  unable  to  give  Lc?' 
heed  the  direction  necessary  to  compe 
effectively  in  the  changing  eii- 
ronment  of  the  space  and  defe8 
industries." 

Is  anyone  taking  Simmons  sr 
ously?  He  has  threatened  acti 
before  against  Lockheed,  onlyJ 
back  off.   Lockheed's  price 
mains  depressed,  indicating 
market  is  wary  this  time,  too. 
lep,  however,  seems  not  to  < 
count  the  threat.  Getting  rid  of 
major  investor  would  be  virtui' 
the  first  nice  thing  that  has  h' 
pened  to  him  at  Lockheed. 

By  Eric  Schine  in  Los  Angt^ 
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Business  Week/Harris  Poll 


DID  DREXEL  GET  WHAT  IT  DESERVED? 


■  orporate  America  isn't  shedding  many  tears 

■  for  Drexel  Burnham  Lambert.  The  vast  ma- 
rity  of  BUSINESS  WEEK  Top  1000  executives 
)lled  agree  v/ith  the  government's  handling  of 
e  Drexel  affair.  A  stunning  95%  don't  think 

e  government  should  have  bailed  Drexel  out, 
id  they  don't  think  Drexel  was  driven  out  of 
isiness  by  overzealous  federal  prosecutors, 
ley  also  don't  think  Michael  Milken  could 
ive  saved  the  junk  bond  market  from  collapse. 


On  balance,  top  executives  think  Drexel's  ac- 
tions were  bad  for  corporations  and  for  the 
U.S.:  Only  27%  reckon  America  is  more  com- 
petitive as  a  result  of  the  takeover  wave  of  the 
1980s.  And  they're  not  sorry  to  see  Drexel  go. 
Fully  76%  think  the  takeover  wave  will  now 
subside.  Wall  Street  earns  low  marks,  too:  Of 
the  35%)  who  say  they  have  dealt  with  Drexel, 
a  74%  majority  says  the  firm's  ethics  were  no 
different  from  those  of  its  competitors. 


B  NEED  FOR  A  RESCUE 

As  you  think  about  it,  do  you  feel  that  U.S.  government  regula- 
rs should  have  intervened  to  save  Drexel  Burnham  from  collaps- 
3,  as  they  have  with  other  large  financial  institutions  such  as 
jntinental  Illinois  and  some  others,  or  not? 

S.  Government  should  hove  intervened    4% 

lould  not  have  int'?rvened   95% 

ot  sure   1% 

IE  FEDS  DIDN'T  OVERREACH 

if  you  had  to  say,  do  you  think  that  Drexel  Burnham  was  driven 
it  of  business  by  overzealous  government  prosecutors,  or  don't 
lu  feel  that  way? 

as  hounded  out  of  business  by  U.S.  prosecutors   11% 

Dn't  feel  that  way  86% 

ot  sure  3% 

INK  BONDS  WERE  BOUND  TO  FALL 

Some  people  on  Wall  Street  argue  that  the  collapse  of  the  junk- 
)nd  market  would  not  have  happened  if  Drexel's  Michael  Milken 
id  not  been  forced  out  of  that  company.  Do  you  agree  with  that 
5w,  or  not? 

yee   15% 

sagree    75% 

ot  sure   10% 

fHICS?  WHAT  ETHICS? 

>r  the  35%  who  say  they  or  their  company  have  had  dealings 
'th  Drexel: 

Compared  with  the  ethical  standards  of  other  similar  firms  on 
'oil  Street,  how  would  you  rate  the  ethical  standards  of  the 
'exel  employees  you  have  dealt  with — were  they  higher,  lower, 
about  the  same  as  those  of  other  firms? 

rexel  ethics  higher  5% 

rexel  ethics  lower   11% 

bout  the  same  74% 

ot  sure   10% 

REXEL'S  ACCOMPLISHMENTS— AND  SINS 

Now  let  me  read  you  some  statements,  hor  each,  please  tell  me 
you  tend  to  agree  or  disagree.  ^  ^ 

Agree        Disagree  Sure 

rexel  did  Corporate  America 
great  service  by  making  capi- 
il  available  to  small  or  high- 
>k  companies  that  might  not 
fherwise  have  been  able  to 

id  financing  51%  45%  4% 


Not 

Agree        Disagree  Sure 

Drexel's  activities  left  many 
companies  saddled  with  far 
more  debt  than  they  could 

safely  handle  85%  10%  5% 

By  making  takeovers  easier, 
Drexel  forced  corporate  man- 
agement to  become  more  com- 
petitive and  responsive  to 

shareholder  interests  54%  43%  3% 

Drexel  did  America  a  disservice 
by  giving  too  much  power  to 
raiders  and  fostering  deals  that 

made  little  economic  sense  69%  27%  4% 

TAKEOVER  MANIA  WILL  GO  INTO  REMISSION 

■  In  the  wake  of  the  collapse  of  Drexel  Burnham  and  the  junk- 
bond  market,  do  you  think  that  the  takeover  wove  of  the  1980s 
will  now  subside,  or  don't  you  feel  that  will  happen? 

Will  subside  76% 

Will  not  happen  22% 

Not  sure  2% 

DID  THE  BUYOUT  WAVE  HELP  OR  HURT? 

■  Looking  back  over  the  past  decade  of  takeovers  and  buyouts, 
on  balance  do  you  think  that  they  have  made  Corporate  America 
now  more  competitive  than  it  was  before,  less  competitive,  or 
about  as  competitive  as  it  was? 

More  competitive  than  it  was  before  27% 

Less  competitive  32% 

About  the  some  as  before  40% 

Not  sure  1% 

IT'S  TIME  TO  PAY  THE  PIPER  FOR  THE  '80s  BINGE 

■  Tell  me,  finally,  if  you  tend  to  agree  or  disagree  with  this  state- 
ment: "The  financial  excesses  of  the  1980s,  as  exemplified  by 
Drexel  Burnham  and  the  junk-bond  market,  will  exact  a  heavy  fi- 
nancial and  economic  price  in  the  1990s." 

Agree  59% 

Disagree   38% 

Not  sure  3% 

Edited  by  Mark  N.  Vamos 

Survey  of  404  senior  executives  drawn  from  the  BUSINESS  WEEK 
Top  1000.  Interviews  were  conducted  Feb.  20-27  by  Louis  Harris 
&  Associates  for  BUSINESS  WEEK. 
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SOFTWARE  I 


IT'S  THE  YAWN  OF  A  NEW  AGE 
FOR  lOTUS 


After  a  failed  diversification,  it  refocuses  on  1-2-3 


WORTH  THE  WAIT?  IBM'S  GUGLIELMI  AND  LOTUS'  MANZI  UNVEIL  THE  MAINFRAME  PROGRAM 


The  1987  announcement  was  a  stun- 
ner: Lotus  Development  Corp., 
then  a  mere  five  years  old,  had 
struck  a  deal  with  none  other  than  IBM. 
Their  goal  was  to  take  Lotus'  1-2-3 
spreadsheet,  born  on  the  personal  com- 
puter, and  make  it  work  on  IBM's  main- 
frames. Clearly,  this  was  the  big  time: 
Lotus  stock  surged  337f  on  the  news. 

Three  years  later,  on  Feb.  27,  the 
product  appeared  at  last — to  a  chorus  of 
yawns.  That's  because  1-2-3/M,  as  it's 
called,  promises  to  amount  to  little  more 
than  an  asterisk  in  Lotus'  financial  histo- 
ry. Still,  it  marks  a  crucial  strategic  turn 
for  the  company:  Rather  than  diversify- 
ing away  from  its  core  spreadsheet,  Lo- 
tus is  refocusing  on  1-2-3.  It  wants  cus- 
tomers to  buy  the  program  for  all  their 
computers,  not  just  PCs.  By  using 
spreadsheets  everywhere,  it  argues,  cus- 
tomers should  be  more  productive — and 
should  buy  more  1-2-3. 
MATURING  MARKET.  That's  a  timely 
about-face  for  Lotus.  While  it  appears  to 
be  cruising  smoothly — revenues  should 
jump  26%  in  1990,  to  about  $700  mil- 
lion— some  $40  million  of  those  gains 
will  come  from  onetime  upgrades  to  new 
PC  spreadsheets.  Worse,  sales  growth 
for  PCs  has  slowed  to  15% — threatening 
the  very  core  of  Lotus'  business. 

Lotus  anticipated  that  problem.  Sever- 
al years  ago,  it  vowed  to  combat  PC  mar- 
ket maturation  by  selling  all  sorts  of 


software.  It  lived  up  to  its  promise  by 
producing,  among  other  things,  word 
processing  and  graphics  programs,  and 
financial  data  on  CD-ROM  disks.  Some 
caught  on.  A  lot  didn't  (chart). 

Faced  with  reality,  Lotus  has  decided 
it's  okay  to  be  a  one-product  company. 
Indeed,  it's  expanding  its  1-2-3  franchise 
with  a  fortress  of  new  spreadsheets  that 
take  advantage  of  a  growing  customer 
demand  for  software  able  to  share  data 
between  big  computers  and  PCs.  That's 
why  1-2-3/M  "fits  so  well  into  the  model 
of  the  1990s,"  says  Joseph  M.  Guglielmi, 
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president  of  IBM's  Application  Solutinj 
Div.  By  April,  Lotus  will  have  versnj 
of  1-2-3  for  Digital  Equipment  Co*.'i 
VAX  and  for  machines  that  run  Uis'- 
Already,  Lotus  has  a  spreadsheet  "o; 
Sun  Microsystems  Inc.  workstations 

The  new  software,  per  se,  won't  irfc 
Lotus  much  money  right  away — n 
lysts  think  the  big-system  products  til 
account  for,  at  most,  5%  of  the  corte 
ny's  revenues  this  year.  But  what  liit 
ters  to  Lotus  is  the  long-term  payfi 
The  reasoning:  Customers  who  buy  K- 
for  their  bigger  machines  today  wil,b 
prospects  for  new  products  sold  to  vijtt 
with  1-2-3,  and  for  consulting  servic«..' 

But  finding  customers  could  be  a  djS 
cult  and  costly  proposition.  Powerful 
counting  packages  already  do  for  niii 
frame  customers  what  l-2-3/M| 
promising.  Plus,  those  buyers  don't 
chase  software  from  the  retailers 
distribute  Lotus  products.  So  IBM's 
sales  force  will  sell  1-2-3/M,  and 
has  arranged  similar  deals  with  Dii 
and  Sun.  "The  sophistication  of  the  pj 
uct  is  driving  a  different  sales  and  dii 
bution  model,"  says  Lotus  Chief  Ex 
five  Jim  P.  Manzi.  It's  also  a 
lucrative  one:  Sources  say  Lotus  will 
just  50%  of  the  revenue  IBM  collects 
stead  of  the  60%  it  takes  from  resel 

Some  big  customers  have  alr( 
bought  in.  Sears,  Roebuck  &  Co.'s 
chandise  Group  will  use  1-2-3/M  to  s 
sales  and  inventory  data  back  and  f( 
to  PC-equipped  employees  in  the  fi 
Others  have  similar  intentions:  Sei 
Market  Research  says  13%'  of  the 
customers  it  interviewed  will  buy  ] 
for  their  mainframes  this  year. 
NO  REQUESTS.  Many  customers,  thoi 
aren't  eager  to  be  inundated  by  spn 
sheet  rows  and  columns— especiallj 
prices  as  high  as  $47,000.  Price  Wa 
house,  which  runs  1-2-3  intensively  oi 
PCs,  says  it  won't  buy  1-2-3/M.  Manu 
turers  Hanover  Trust  Co.,  which 
the  Excel  spreadsheet  from  rival  Mi 
soft  Corp.,  thinks  "spreadsheets  are  1 
run  on  PCs,"  says  Arthur  Block,  \ 
president  for  customer  support.  Ind 
says  Pete  Higgins,  general  managei 
Microsoft's  Analysis  Business  Unit, 
one's  asked  us"  for  a  mainframe  Ex 

Lotus'  grand  plan  could  take  yean 
pay  off.  Wall  Street,  uneasy  with 
term  prospects,  isn't  looking  so 
ahead:  Lotus'  stock,  at  30,  is  down 
from  its  1989  high.  "The  strategies  1 
good  and  the  alliances  look  good, 
we've  heard  these  things  before,"  s 
Robert  S.  Goodof,  a  vice-president  at 
ton  Vance  Corp.,  a  Boston  money  n 
ager  that  owns  500,000  Lotus  shares, 
tus'  first  diversification  didn't  work 
well.  This  one  had  better. 
By  Keith  H.  Hammonds  in  Cambridge,  k 
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HY  CHIP  BUYERS 
tl  BURNING  UP 

y  could  be  hurt  as  suppliers 
1  and  Motorola  sell  computers 

^trip  away  the  box,  and  most  com- 
puters are  little  more  than  a  clus- 
ter of  microchips.  Small  wonder, 
that  Intel  Corp.  and  Motorola  Inc., 
sading  suppliers  of  microprocessors, 
'evving  up  sales  of  complete  com- 
*s.  A  few  weeks  after  Intel  an- 
ced  its  first  Unix  workstations  and 
N  supercomputer,  Motorola  on  Mar. 
1  unveil  its  midrange  computers, 
it  Compaq  Computer  Corp.  and  oth- 
that  rely  on  Intel  microprocessors 
t  too  happy.  "It's  clearly  a  conflict 
iterest,"  huffs  Michael  S.  Swavely, 
paq's  president  for  North  American 
itions.  Says  Ed  Juge,  director  of 
:et  planning  for  Tandy  Corp.:  "We 
:  Intel  ought  not  to  be  building  ma- 
;s  when  it  can't  supply  enough  chips 
5  customers." 

tel's  moves  have  even  drawn  darts 
1  rival  Advanced  Micro  Devices  Inc., 
b  licensed  the  rights  to  build  Intel's 
lar  80286  chip,  only  to  see  Intel  ag- 
sively  plug  a  version  of  the  more 
:rful  80386.  AMD  has  fired  back  with 
that,  without  naming  Intel,  rail  at 
3h  marketing"  by  "vendor-competi- 
that  "sell  a  customer  chips,  then 
the  rest  of  the  world  that  any 
uct  with  those  chips  was  less  than 
ierful." 

itil  recently,  old-line  computer  mak- 
would  have  yawned  at  this  news, 
r  all,  Motorola's  computer  unit, 


formed  with  its  1982  purchase  of  termi- 
nal maker  Four-Phase  Systems  Corp., 
has  lost  $229  million  since  1985,  says 
Andrew  J.  Kessler,  vice-president  at 
Morgan  Stanley  &  Co.  But  the  chip- 
makers'  computer  units  are  coming  into 
their  own.  After  struggling  since  the 
1970s,  Intel's  systems  business  is  start- 
ing to  click:  The  profitable  unit  kicked  in 
revenues  of  about  $830  million  last  year, 
roughly  25%  of  Intel's  $3.1  billion  total. 
PACKAGE  DEALS.  So  far.  Motorola's  ef- 
forts in  computers  haven't  riled  its  chip 
customers.  But  that  could  change  fast  if 
Motorola  machines  take  off.  With  some 
$300  million  in  computer  sales,  it's  key- 
ing in  on  the  nascent,  but  burgeoning, 
demand  for  "open"  office  systems  based 
on  American  Telephone  &  Telegraph 
Co.'s  Unix  software.  Although  its  com- 
puter unit  will  lose  money  for  at  least 
another  year.  Motorola  expects  that  new 
computers  based  on  its  powerful  88000 
chip  will  boost  its  4.27f  share  of  the  $2.4 
billion  commercial  market  for  Unix- 
based  midrange  machines. 

Even  though  their  chip  customers 
can't  do  much  about  the  situation,  Intel 
and  Motorola  are  proceeding  gingerly. 
They're  hawking  complete  computers 
primarily  to  resellers,  which  generally 
package  the  gear  with  custom  software 
and  give  it  a  brand  name.  Motorola  sells 
a  small  portion  of  its  computers  directly, 
without  a  reseller,  but  Intel  does  not. 
"You  draw  the  line,"  says  Leslie  L.  Va- 
dasz,  senior  vice-president  and  general 
manager  of  Intel's  Systems  Group, 
"where  your  customers'  main  interests 
are."  But  as  computers  continue  their 
incredible  shrinking  act,  chipmakers  may 
have  no  choice  but  to  try  selling  com- 
plete systems — even  if  it  jeopardizes  re- 
lations with  their  original  customers. 

By  Lois  Therrien  in  Chicago,  with  bu- 
reau )■€  ports 


DRUGS 


A  BITTER  PILL 
FORJ&J 


Its  new  oral  contraceptive 
is  blocked  in  court  by  a  rival 

Johnson  &  Johnson's  Ortho  Pharma- 
ceutical Corp.  billed  it  as  "user- 
friendly"  and  "the  first  new  Pill  of 
the  decade."  J&J  boasted  about  it  to 
shareholders,  and  Ortho  prepared  its 
biggest  ever  new-product  launch,  plan- 
ning to  hand  out  25  million  samples  to 
doctors.  Clearly,  Ortho  expected  Ortho- 
Cyclen  to  become  the  birth  control  pill  of 
choice  soon  after  its  scheduled  debut  in 
March.  By  next  year,  J&J  saw  itself  pro- 
ducing up  to  $195  million  in  annual  sales. 

But  on  Feb.  23,  a  federal  judge  in 
Philadelphia  put  a  halt  to  all  that.  Judge 
Clarence  C.  Newcomer  barred  Ortho,  the 
nation's  No.  1  oral  contraceptive  manu- 
facturer, from  selling  the  new  pill.  The 
reason:  It's  likely  that  New  York-based 
American  Home  Products  Corp.  (AHP), 
Ortho's  top  rival,  will  prevail  in  a  patent 
dispute.  Ortho-Cyclen  relies  on  norgesti- 
mate,  a  compound  ahp  claims  violates  a 
1976  patent  it  controls  under  license. 
Newcomer  discounted  claims  that  Ortho 
had  spent  some  $50  million  developing 
the  new  pill.  Ortho  is  pressing  ahead  in 
court  and  says  it's  confident  of  winning. 
But  the  judge,  responds  ahp  Corporate 
Secretary  Carol  G.  Emerling,  "shot 
down  every  one  of  their  arguments." 

The  judge's  preliminary  injunction 
comes  at  a  bad  time  for  Ortho.  Demo- 
graphic shifts  are  cutting  demand  for 
the  Pill,  as  is  AIDS,  which  has  helped 
condoms.  Unit  sales  of  oral  contracep- 
tives in  the  U.  S.  last  year  fell  up  to  5%, 
says  Morgan  Stanley  &  Co.  analyst  Alan 
M.  Sebulsky.  Notes  PNC  Financial  Corp. 
analyst  Rita  Freedman:  "This  makes  it  a 
much  more  difficult  row  to  hoe  for  J&J." 

J&J,  which  last  year  posted  about  $400 
million  in  U.  S.  sales  of  oral  contracep- 
tives, could  find  the  decision  costly. 
Even  if  it  wins  a  court  fight,  it  will  have 
lost  marketing  time,  ahp  expects  this 
fall  to  win  the  go-ahead  for  U.  S.  sales 
from  the  Food  &  Drug  Administration. 
And  if  J&J  loses,  the  earliest  it  could 
market  Ortho-Cyclen  in  the  U.  S.  would 
be  upon  expiration  of  ahp's  patent  in 
1991 — a  year  after  its  new  pill  is  out. 

The  judge  also  took  a  jab  at  J&j's  pro- 
spective sales  pitch.  He  derided  as  "sci- 
entifically unsound"  Ortho's  claims  to 
the  FDA  that  the  new  pill  lowers  choles- 
terol levels.  If  so,  that  would  make  J&J's 
new  pill  a  lot  less  "user-friendly" — 
whenever  it  gets  to  market. 

By  Joseph  Weber  in  Philadelphia 
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INVESTIGATIONS! 


'EVERYTHING  WAS  FINE 
UNTIL  I  MET  CHARLIE' 


The  rise  and  stumble  of  wliiz  kid  and  Keating  crony  Ernie  Garcia 


C 


|ongress  won't  get  much  out  of  Er- 
nest C.  Garcia  II.  The  32-year-old 
I  Arizona  land  developer  says  he  in- 
tends to  take  the  Fifth  on  Mar.  6,  when 
he  ai)pears  before  the  House  Banking 
Committee.  But  the  tale  that  Garcia 
could  weave  is  one  of  the  oldest  in  the 
business  world:  A  young  upstart,  eager 
to  make  his  mark  fast,  cuts  a  deal  with  a 
savvy  ally.  Only  in  Garcia's  case,  the 
deal  was  made  with  Charles  H.  Keating 
Jr.,  the  Phoeni.x  business- 
man whose  failed  Lincoln 
Savings  &  Loan  Assn.  is  ex- 
pected to  cost  taxpayers 
$2.5  billion. 

Garcia,  whose  stock  and 
land  deals  are  at  the  heart 
of  federal  regulators'  civil 
ease  against  Keating,  also 
invoked  his  right  against 
self-incrimination  at  a  Jan. 
2  federal  court  hearing.  But 
BUSINESS  WEEK  has  pieced 
together  the  story  he's  not 
telling  on  the  stand  from 
recently  unsealed  testimony 
to  Securities  &  Exchange 
C(jmniission  investigators 
and  a  rare  interview  with 
Garcia  at  an  Italian  restau- 
rant in  Phoenix. 
'TO  THE  RACES.'  Garcia's 
story  is  one  of  a  Tucson 
whiz  kid  who  rode  the  Ari- 
zona real  estate  boom  to 
riches,  only  to  be  done  in  by 
a  fatal  combination  of  over- 
confidence,  ambition,  and  a 
$100  million-plus  debt  to 
Charlie  Keating.  Sighs  Gar- 
cia: "Everything  was  fine 
until  I  met  Charlie." 

Garcia  had  been  the  talk 
of  Tucson.  A  New  Mexico 
native  who  attended  the 
University  of  Arizona  on  a 
golf  scholarship,  he 
dropped  out  in  his  final  se- 
mester to  become  a  stock- 
broker. "I  never  looked 
back,"  Garcia  says.  Nor  did 
he  need  to.  The  stock  mar- 
ket was  booming,  and  soon 
he  had  struck  out  to  found 
his  own  firm,  E.  C.  Garcia 
&  Co.  in  1982.  Almost  im- 
mediately, he  moved  into 


the  even  hotter  real  estate  market,  form- 
ing tax-sheltered  partnerships  to  build 
apartments. 

By  'SO,  he  had  it  all.  Worth  an  estimat- 
ed $12  million,  the  gregarious  dealmaker 
hopscotched  the  state  in  a  private  jet 
and  played  tennis  with  Arizona's  elite. 
Garcia  gained  a  well-off  partner  in  1985 
and  1986  by  selling  807'  of  his  firm  for 
$19  million  to  Tucson  Electric  Power  Co. 
"We  were  off  to  the  races,"  Garcia  says. 


AMATOMY  OF  A  DUBIOUS  PEAL 

Phoenix  busiiiiSsinuH  Ennst  C.  Garcia  II lias  drawn  the  atteiitioii  of 
regulators  and  congressional  investigators  because  of  his  dealings  with 
Charles  H.  Keating  Jr.,  owner  of  Lincoln  Savings  &  Loan  Assn.,  the 
controversial  Arizona  thrift.  Congress  is  particularly  interested  in 
deals  in  which  Lincoln  made  loans  apparently  just  so  it  could  book  big 
onetime  profits.  Here's  one  such  transaction: 


MAR.  30, 1987 


►  Lincoln  gives  an  affiliate  of  E.G.  Garcia  &  Co.  a  $20  million  loan 
commitment.  Garcia  draws  $19.6  million  in  cash  immediately 

►  E.G.  Garcia  &  Co.  lends  $3.5  million  to  Westcontinental  Mortgage 
a  real  estate  fii'm  headed  bv  Ernie  Garcia's  friend  Fernando  Acosta 


MAR.  31,  1987 


►  Westcontinental  buys  1,000  acres  in  Lincoln's  Hidden  Valley  proj 
ect  for  $14  million,  using  Garcia's  $3.5  million  loan  as  a  downpay- 
ment  and  financing  the  balance  with  a  $10.5  million  note  from  Lin- 
coln. Lincoln  records  $11.1  million  in  profits 


JUNE,  1988 


►  E.C.  Garcia  &  Co.  buys  the  Hidden  Valley  property  from  Westcon- 
tinentafand  assumes  the  $10.5  million  note  due  Lincoln.  Immediately 
thereafter,  Lincoln  classifies  the  note  on  its  bcjoks  as  troubled. 

DATA:  KENNETH  LEVENTHAL  8.  CO..  COURT  DOCUMENTS 


Garcia  first  crossed  paths  with  Ke 
ing  in  March,  1987,  when  Garcia  w 
looking  for  the  cash  to  buy  back  TE 
stake.  The  smooth-talking  Garcia  w 
summoned  to  a  meeting  at  Keatin; 
Phoenix  office  and  did  a  45-minute  sa^ 
job.  "The  Keating  meeting  was  phenc 
enally  receptive,"  says  Gregory  B.  Su 
van,  a  former  E.  C.  Garcia  official  w 
was  there.  Keating  committed  $20  n 
lion  on  the  spot,  enough  to  buy  out  T. 

But  there  were  strings  attached.  Ke 
ing  urged  Garcia  to  buy  some  land 
Hidden  Valley,  Ariz.  Garcia  says 
bought  the  property  for  fear  that  a 
fusal  would  scotch  the  loan.  To  keej 
large  debt  off  his  books,  Garcia  says 
got  an  old  friend,  small-time  mortgj 
broker  Fernando  Acosta,  to  buy  the  l£ 
for  him  (table).  "I  had  no  reason 
doubt  his  honesty  and  integrity,"  Aco 
says  now.  "I  still  don' 
Keating  declined  to  c( 
ment  for  this  story. 

The  feds  see  things 
ferently.  Lawyers  for 
Resolution  Trust  Corp., 
thrift  bailout  agency, 
tend  that  Keating's  $20 
lion  loan  to  Garcia  provi 
the  $3.5  million  downpi 
ment  that  Garcia  then  l( 
to  Acosta — making  the  i| 
million  sale  a  sham.  Aco! 
and  Garcia  say  they 
nothing  wrong.  Garcia  a( 
that  the  entire  loan  amoi 
was  paid  to  tep,  and 
Acosta  loan  came  from 
Garcia  company's  coffer 

'PULLED  THE  PLUG.'  Gai 

says  he  also  bought  seci 
ties  from  Lincoln,  which 
government  contends  wa 
Keating  scheme  to  sip) 
profits  out  of  the  thrift, 
cause  Keating  asked  1 
to.  He  says  he  later  s 
them  back  to  Ameru 
Continental  Corp.,  Lincol  ^ 
parent,  so  he  could  n 
cash  after  the  stock  mar 
crash.  More  loans  follow 
Soon,  Keating  had  Gai 
hooked. 

By  then,  Garcia  had  m 
than  his  share  of  proble' 
The  1986  tax  reform  eli 
nated  many  of  the  tax  s! 
ters  that  had  fueled  Ar, 
na's  booming  real  est 
market,  and  land  prices 
gan  sliding.  Garcia  . 
made  another  misstep 
well.  With  $15  million 
loans  from  Keating,  Gai 
bought  Young,  Smith 
Peacock  Inc.,  the  state's 


ly  Until 
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90  NEC  America.  Inc 


If  you'd  like  to  put 
^our  company  on  the  cutting  edge  of 

facsimile  technology,  start  cutting. 


NEFAX  200. 

Directory  Dialing 
eliminates  the  need  to  dial 
fax  numbers  manually. 


I'd  like  to  know  more  about  the  compact 
NEFAX  200.  Please  have  one  of  your  tacsmille 
experts  call  me  for  a  free  assessment  of  all 
my  fax  needs 


Name. 
Title_ 


Company- 

Address  

City  

State  

Telephone . 


Zip_ 


Mail  this  coupon  to  NEC.  Attention:  FAX. 
8  Old  Sod  Farm  Road.  Melville.  NY  1 1 747 


NEFAX  300. 

CCITT  Error  Correction  Mode 
ensures  superior  fax  quality. 


I'd  like  to  know  more  about  the  allordable 
NEFAX  300  Please  have  one  of  your  facsimile 
experts  call  me  for  a  free  assessment  of  all 
my  fax  needs 


Namc- 
Title_ 


Company  _ 

Address  

City  

State  

Telephone . 


Zip- 


Mail  this  coupon  to  NEC.  Attention:  FAX. 
8  Old  Sod  Farm  Road.  Melville.  NY  11747 


NEFAX  400. 


Snap-on  memory  cards 
for  big-time 
memory  capabilities. 


I'd  like  to  know  more  about  the  memorable 
NEFAX  400.  Please  have  one  of  your  facsimile 
experts  call  me  for  a  free  assessment  of  all 
my  fax  needs 


Name. 
Title  _ 


Company  _ 

Address  

City  

Stale  

Telephone. 


Zip, 


Mail  thisct)upon  to  NEC.  Attention:  FAX. 
8  Old  Sod  Farm  Road.  Melville.  NY  11747 


Or  call  1-800-STARFAX  how. 


Computers  and  Communications 


NEC 
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brokerage  house,  in  May,  1987.  When 
the  market  collapsed  less  than  five 
months  afterward,  Garcia's  firm  lost 
about  $5  million.  "We  were  hemorrhag- 
ing," Garcia  says. 

For  a  time,  Keating  helped  out.  He 
lent  Garcia  $2.5  million  to  keep  the  bro- 
kerage firm  afloat.  Then,  in  August, 
1988,  Keating  foreclosed.  He  took  con- 
trol of  the  brokerage  house,  most  of  the 
land  developments  controlled  by  Garcia's 
company — even  Garcia's  vacation  home 
in  Laguna  Niguel,  Calif.  "He  was  Keat- 
ing's  little  boy."  snipes  another  Phoenix 
developer.  "When  Keating  pulled  the 
plug,  that  was  it." 

Today,  Garcia  manages  3,700  apart- 
ments and  struggles  to  restructure  the 
firm's  debt.  Garcia  also  faces  personal 
bankruptcy.  "My  net  worth  is  nonexis- 
tent," he  says  ruefully.  The  private 
plane  is  gone,  but  he  still  has  the  Mer- 
cedes, a  3-bedroom  Phoenix  house,  and 
his  country  club  membership.  Garcia 
says  he's  still  on  the  hook  to  Keating 
and  other  creditors  for  $5  million. 

The  disastrous  association  with  Char- 
lie Keating  goes  further  than  Garcia's 
finances.  Friends  say  Garcia  is  frustrat- 
ed at  how  he's  perceived  and  by  the 
pressure  his  notoriety  has  put  on  Eliza- 
beth Joanne,  his  wife  of  nine  years,  and 
the  couple's  two  young  sons.  "It  hurts 
him  that  suddenly  he's  being  thought  of 
as  an  unscrupulous  jerk,"  says  Sullivan. 
SEDUCED.  Was  Ernie  Garcia  a  dupe  or 
partner?  In  a  Feb.  8  speech  in  Tucson  to 
investors  in  his  limited  partnerships, 
Garcia  claimed  that  "we  never  knowing- 
ly or  unknowingly  did  anything  that  vio- 
lated any  law  or  any  regulation."  He 
admits  that  he  was  "naive,"  adding,  "I 
felt  Charlie  liked  me."  Others,  including 
federal  investigators,  see  Garcia  as 
Keating's  knowing  accomplice,  seduced 
by  the  prospect  of  big  deals.  "Garcia 
was  so  enamored  of  doing  deals  that  he 
allowed  himself  to  be  manipulated,"  says 
another  former  Garcia  executive. 

The  Garcia  saga  is  hardly  over.  He 
says  he  is  not  a  target  for  criminal  in- 
dictment. The  Justice  Dept.  isn't  talking, 
but  he  may  yet  be  named  in  an  amended 
civil  case  brought  by  the  RTC.  He  cooper- 
ated with  federal  investigators,  but  Gar- 
cia says  he's  taking  the  Fifth  until  he's 
assured  that  he  won't  be  prosecuted. 

While  his  brashness  is  muted  and  his 
wavy  dark  hair  is  flecked  with  gray, 
Garcia  can  still  joke  about  his  roller- 
coaster  career:  "I  prefer  to  think  of  it  as 
the  rise  and  stumble."  And  he's  upbeat 
about  the  future.  "We'll  battle  back,"  he 
says.  "We're  a  lot  smarter  today." 
Smarter,  and  maybe  a  bit  more  cautious 
about  whom  he  does  business  with. 

By  Kathleen  Kerwin  in  Phoenix  and 
Catherine  Yang  in  Washington 


ADVERTISING! 


WILL  QUAKER  OATS  BOW 
TO  FRIENDLY 


The  company's  Popeye  campaign  is  too  violent  for  real  Quakers 


P 


opeye  isn't  the  Sailor  Man  any- 
more— at  least  not  when  he's  sell- 
ing cereal  for  Quaker  Oats  Co. 
The  scrawny  hero  with  the  massive  fore- 
arms is  now  "Popeye  the  Quaker  Man." 
Forget  the  spinach,  too.  This  Popeye 
scarfs  down  Instant  Quaker  Oatmeal  for 
the  steely  strength  needed  to  batter 
archenemy  Bluto — "Ya  big  palookal" 

Neither  Quaker  Oats  nor  its  ad  agen- 
cy foresaw  any  problem  in  renaming  the 
bellicose  sailor  "the  Quaker  Man"  in  an 
ad  campaign  inaugurated  last  fall.  But 
the  irony  did  not  escape  members  of  the 


I  EATS  ME 

OATMEAL 

AN'  I'M  STRONGER 
THAN  STEEL 

I'M  POPEVE 

THE 
QUAKER  MAN! 


after  BUSINESS  WEEK  inquired  about 
complaints,  the  company  said  it  wol 
pull  a  Saturday  morning  TV  spot  I 
which  Popeye  saves  Wimpy  by  punchj 
out  a  shark  and  sings  I'm  Popeye 
Quaker  Man.  It  substituted  a  similar! 
sans  the  Quaker  Man  phrase.  Say^ 
Quaker  Oats  spokesman:  "Try  as 
might,  we  sometimes  unwittingly  off^ 
particular  groups." 
KNOCKED  OUT?  The  company  will  con^ 
ue  to  put  already-printed  Quaker 
comics  in  boxes  of  oatmeal,  including| 
episode  called  "Fight  of  the  Centu 
Popeye  the  Qual 


ONE  OF  THE  COMICS  THAT  COMES  IN  A  BOX  OF  OATMEAL 


Society  of  Friends,  also  known  as  Quak- 
ers, who  embrace  nonviolence  as  a  cen- 
tral tenet  of  their  faith. 

A  group  of  26  Quaker  children  in  Dur- 
ham, N.  C,  recently  complained  to  Quak- 
er Oats  about  Popeye's  violent  behavior. 
"We  think  anyone  calling  himself  a 
Quaker  should  act  like  one  and  stick 
with  Quaker  philosophy,"  they  wrote  the 
company.  Adults  are  more  blunt.  Marty 
Walton,  general  secretary  of  the  North 
American  Friends  General  Conference, 
says;  "It  is  totally,  totally  offensive  to 
Quakers."  Asks  Elizabeth  J.  Foley,  a 
Quaker  leader  in  Philadelphia:  "Would 
anyone  advertise  'Popeye  the  Catholic 
Man'  or  'Popeye  the  Jewish  Man'?  " 

Chicago-based  Quaker  Oats,  which 
has  a  license  to  use  Popeye  from  Hearst 
Corp.'s  King  Features  Syndicate,  says 
the  campaign  has  generated  just  a  hand- 
ful of  letters.  But  on  Feb.  23,  the  day 


Man  vs.  Bluto 
Bad,"  which  PopJ 
wins  by  a  knockq 
Quaker  Oats  hag 
decided  yet  whet 
the  Quaker 
theme  will  contiil 
beyond  that. 

James  J.  Jordi 
chairman  of  Jord 
McGrath,  Case 
Taylor,  which  crea 
the  campaign,  s3 
he's  "floored"  by 
controversy.  "If 
is  against  anyor 
principles   to  si 
Wimpy  by  boppinl 
man-eating  sharl 
well,  that  is  a  mg 
stretch,"  he  says, 
to  the  "Catholic  Man-Jewish  Man"  ar| 
ment,  Jordan  says:  "That's  specie] 
Quaker  is  a  brand  name." 

Beyond  the  name,  there's  never  bi 
a  tie  between  the  Quakers  and  Qu: 
Oats.  The  company  was  formed  in 
when  seven  independent  millers  joinei 
what  critics  called  an  "oatmeal  trust. '| 
1915,  the  Society  of  Friends  pressed 
gress  to  ban  commercial  use  of 
Quaker  name — but  was  outlobbied. 

The  Durham  children,  ages  6  to 
write  that  they  have  no  quarrel  with 
Quaker  Man  tag,  as  long  as  Popeye  i| 
his  strength  in  a  "Quakerly  manner 
example,  by  rescuing  children  frorl 
fire  or  supporting  a  broken  dam 
likely,  given  the  knockabout  nature] 
Saturday  morning  TV  ads,  the  Qui 
Man  title  will  be  deep-sixed  so  that  li 
eye  can  keep  on  swaggering 

Bt/  Russell  Mitchell  in  Minnea\ 
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FOR  GIFT  DELIVERY  OF  ABSOLUT*  VODKA  (EXCEPT  WHERE  PROHIBITED  BY  LAW)  CALL  1-800-243-3787 
PRODUCT  OF  SWEDEN.  40AND  50%.  ALC/VOL  (80  AND  100  PROQ^^^ 


EDITED  BY  HARRIS  COLLINGWOOD 


A  PARTNER  OF  BOLAR 
VOTES  WITH  ITS  FEET 


►  Troubles  at  Bolar  Pharma- 
ceutical only  get  worse.  Un- 
der pressure  from  the  Food  & 
Drug  Administration,  it  pulled 
nearly  all  its  products  off  the 
market.  Federal  officials 
opened  investigations,  and 
shareholders  filed  suits.  Now, 
Bolar  is  losing  one  of  its  joint- 
venture  partners. 

The  company  announced  on 
Feb.  27  that  KV  Pharmaceuti- 
cal had  filed  suit  seeking  to 
dissolve  its  drug-marketing 
partnership  with  Bolar.  Offi- 
cials at  Bolar  wouldn't  com- 
ment on  the  action  except  to 
say  that  it  could  have  an  ad- 
verse financial  impact. 

The  waves  of  bad  news 
haven't  dislodged  Bolar's  top 
leadership.  Robert  Shulman 
resigned  as  chief  executive 
but  still  sits  on  the  board. 
And  current  CEO  Lawrence 
Raisfeld  co-founded  Bolar  30 
years  ago  with  Shulman. 


GREYHOUND 
FRESHENS  UP  ITS  NAME 


►  Greyhound  has  changed  its 
name  to  Greyhound  Dial.  The 
expanded  monicker  reflects 
the  growing  importance  of  its 
Dial  subsidiary,  the  maker  of 
soaps  and  detergents,  which 
last  year  contributed  a  third 
of  Greyhound's  $3.5  billion  in 
revenues.  In  announcing  the 
new  name.  Chairman  John 
Teets  conceded  that  the  public 
still  associates  the  company 
with  Greyhound  Lines,  most 
of  which  he  sold  three  years 
ago.  But  Teets  is  reluctant  to 
order  a  complete  name 
change,  so  the  new  corporate 
logo  will  still  feature  the  styl- 
ized image  of  th>'  dog. 


SOME  LAW  PARTNERS 
WON'T  BE  LAWYERS 


►  The  accountants,  econo 
mists,  ex-politicians,  and  other 
nonlegal  professionals  who 
have  helped  law  firms  offer 
new  services  to  corporate  cli- 


ents have  always  missed  out 
on  the  legal  business'  big 
prize:  partnership.  That's 
about  to  change,  at  least  in 
the  nation's  capital.  In  early 
March,  the  District  of  Colum- 
bia Bar  Assn.  is  expected  to 
become  the  first  U.  S.  legal 
group  to  let  nonattorneys  own 
a  piece  of  law  firms. 

The  move  will  inflame  a 
long-smoldering  dispute.  Ag- 
gressive firms  think  the  lure 
of  partnership  will  attract  ex- 
senators,  former  Cabinet  sec- 
retaries, and  others  with  spe- 
cial lobbying  skills  or  other 
expertise.  Those  who  want  to 
preserve  clubby  traditions 
fear  that  nonlawyer  partners 
will  ultimately  loosen  the 
bar's  grip  over  the  profession. 


PASSING  THE  TORCH 
M FORBES 


►  Malcolm  Forbes's  death  on 
Feb.  24  leaves  ol7<'  control  of 
his  empire  of  publishing,  real 
estate,  and  art  holdings  to  his 
eldest  son,  Malcolm  Jr.,  better 
known  as  Steve.  The  younger 
Forbes,  42,  will  succeed  his 
father  as  chief  executive  of 
the  family  corporation  and  as 
editor-in-chief  of  its  flagship 
Forbes  magazine.  The  remain- 
ing 49%  of  voting  control  will 
be  split  among  the  other  four 
Forbes  children. 

Forbes  is  also  taking  steps 
to  prepare  for  another  crucial 
transition:  the  eventual  retire- 
ment  of   longtime  Editor 


NOW,  GORBACHEV:  THE  BOARD  GAME 


If  Soviet  leader  Mikhail  Gorba- 
chev was  worried,  he  can  now 
rest  assured  that  he  has  made 
his  mark  on  American  popular 
culture.  He's  being  singled  out 
for  an  honor  previously  reserved 
for  the  likes  of  Donald  Trump: 
his  own  board  game. 

By  June,  Gorbachev  (the 
game,  not  the  politician)  will  be 
in  U.  S.  toy  stores,  courtesy  of 
Milton  Bradley,  the  board  game 
divison  of  toymaker  Hasbro  Bradley.  Players  take  the  role  ' 
Soviet  consumers,  who  start  out  from  Red  Square,  in  ti 
middle  of  the  board,  in  pursuit  of  such  Western-style  luxur 
as  perfume  and  vcRs.  Gorbachev  himself  intercedes  at  vari( 
points  to  cut  through  red  tape.  As  in  life,  the  winner  is  i 
player  who  accumulates  the  most  stuff.  Milton  Bradley  1 
presented  a  Russian-language  version  of  the  game  to  Gor 
chev  himself,  though  a  company  spokesman  concedes  that  f 
Soviet  leader  probably  hasn't  found  tim.e  to  play. 


James  Michaels,  68.  In  an  in- 
terview with  BUSINESS  WEEK, 
Steve  Forbes  confirmed  that 
Managing  Editor  Lawrence 
Minard  has  been  named  heir 
apparent  to  Michaels.  Media 
experts  figure  that  Forbes 
can  ably  manage  the  transi- 
tion. 


CAMPBELL  SOUP  DISHES 
OUT  A  PRIZE 


►  Herb  Baum,  who  was  de- 
nied the  CEO's  job  at  Campbell 
Soup  when  turnaround  artist 
David  Johnson  joined  in  Janu- 
ary, won  a  nice  consolation 
prize.  Johnson,  who  has  been 


relying  on  U.  S.  division  ch^ 
Baum  to  help  him  recast  ta 
troubled  company,  on  Feb.  f 
gave  Baum  the  added  job{ 
overseeing  Campbell's  Ca^; 
dian  subsidiary. 

With  the  change,  Baul 
controls  units  accounting 
6o%'  of  Campbell's  $3.7  billij 
in  sales  and  81%  of  its  %n\ 
million  in  operating  earnin.^ 
The  former  ad  executive,  w){ 
was  rumored  to  be  consid-ji 
ing  a  move  back  to  Maditi!' 
Avenue,  will  now  stay  on  t| 
Campbell's  headquarters  H 
Camden,  N.J.  1 


DREYER'S  NEW 
FROZEN  ASSET 


►  When  NutraSweet's  n'[ 
fat-free  ice  cream  hits  sup-; 
markets  this  spring,  dieters- 
nally  can  binge  without  gu-J 
And  consumers  won't  be  ii 
only  ones  in  hog  heaven.  I.'i 
Dreyer's  Grand  Ice  Cres, 
NutraSweet's  Simple  PI- 
sures  is  a  welcome  treat. 

Dreyer's  will  be  the  rrn 
distributor  of  Simple  Pl- 
sures,  which  analysts  expi 
will  help  boost  earnings  ' 
22%,  to  $10.4  million,  ti 
year.  And  since  Dreyer's  - 
ready  has  an  extensive  dis- 
bution  system  in  place,' 
won't  incur  significant  coii 
to  join  the  fat-free  market.*  | 
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We'd  like  you  to  meet  some  of  the 
busiest  computer  sales  reps  around. 


Peter  Allen,  Rochester,  NY  Debbie  Evans,  Kansas  City,  MO  Derek  Fuller,  Los  Angeles,  CA 

(not  pictured)  (not  pictured)  (not  pictured) 


Sorry  these  diligent  sales  reps  couldn't  make  the  photo 
shoot  for  this  magazine  ad.  But  their  commitment  to  client 
satisfaction  required  their  absence. 

You  see,  it's  not  enough  for  them  just  to  be  knowledgeable 
about  the  latest  computer  technology.  They  spend  the  bulk 
of  their  time  managing  Sears  Business  Centers'  resources, 
so  they  can  better  serve  your  needs. 

For  instance,  if  you  should  run  into  computer 
glitches,  they  can  put  you  in  touch  with  our 
Support  Line.  If  you  need  on-site  service,  they 
can  send  a  technical  service  rep  to  your 
office  or  branch  location,  anywhere  in  the 
United  States.  And  to  help  ensure  your 
Local  Area  Network  is  completed  on  time     ,  _ 
and  on  budget,  they'll  work  with  you  from  '  ^ 
planning  through  installation. 

Let  our  sales  reps  show  you  the  advantages  of  the  EPSON 
386SX.  This  compact  desktop  computer  with  32-bit  multi- 
tasking processing  power  is  ideal  for  a  variety  of  business 
applications.  And  the  high  resolution  Epson  EPL-6000  prints 
six  pages  per  minute. 

To  meet  the  Sears  Business  Centers  rep  in  your  area,  call 
1-800-876-0088,  ext.  210. 


EPSON 


BUSINESS  CENTERS 


lest  driving  a  Saab  vion't  just  change 
your  mind.  It  could  chang^  your  ll^J 


Pretend  you're  from 
Missouri. 

Bring  your  skepticism  to 
a  Saab  showroom  and  let  us 
show  you  what  a  Saab  is  all 
about. 

Let  us  challenge  you  with 
a  car  like  the  900  Turbo 
shown  here,  it  hauls  like  a 
wagon  and  goes  like  a 
rocket.  So  which  is  it?  If  s 
whichever  you  need  at  the 
moment. 

Allow  us  to  startle  you 

•MSRP  $25,495,  3  dooi  5-speed  manual,  exclud 


with  a  car  thaf  s  built  like  a 
block  of  granite  but  doesn't 
handle  like  one;  for  five 
years  running,  Saabs  have 
ranked  best  in  their  class 
in  the  Highway  Loss  Data 
Institute's  survey  of  injury 
claim  frequency. 

Standard  ABS  brakes 
and  driver's  air  bags  on  all 
1990  Saabs  could  make  that 
six  years  running. 

Dare  us  to  alter  your  views 
on  value.  The  900  Turbo, 

ing  taxes,  license,  (reij^hf ,  dealer  charges  and  options  Prices  subject  to  ctiange      1990  Saab-Scania  of  America,  Inc 


including  Saab's  new  Road- 
side Assistance  Program, 
can  be  yours  for  about 
$25,500*;  which  is  much  less 
money  than  many  European 
cars  that  do  less.  (Saabs  are 
intelligently  priced  from 
$16,995  to  $32,995.) 

All  these  things  will 
change  your  mind  when  we 
show  you  a  Saab.  But  will 
owning  one  change  your 
life?  Perhaps. 

Perhaps  you'll  find 


yourself  driving  more  often 
for  the  fun  of  it,  or  going  out 
in  weather  that  used  to  keep 
you  in  (all  Saabs  have  front- 
wheel  drive  for  terrific  trac- 
tion). At  the  most  you'll  feel 
wonderful;  at 
the  least,  less 
skeptical. 

Even  if  you 
are  from 
Missouri. 

The  most  intelligeij 
cars  ever  built. 


EDITED  BY  STEPHEN  H  WILDSTROM 


fHILE  SULLIVAN  IS  FIGHTING  SMOKE, 
RES  RAGE  IN  HEALTH  CARE 


i  fter  a  year  of  painful — and  generally  losing — battles 
^  with  more  powerful  officials  of  the  Bush  Administra- 
A  tion,  Dr.  Louis  W.  Sullivan  has  finally  found  his  mo- 
;  in  the  sun.  His  crusade  against  cigarette  marketing 
)aigns  targeting  blacks  and  women  has  won  media  atten- 
and  widespread  praise  for  the  mostly  invisible  Health  & 
ian  Services  Secretary. 

mid-January,  Sullivan  attacked  R.  J.  Reynolds  Tobacco 

"slick  and  sinister"  test-marketing  of  its 
Uptown  cigarettes  for  blacks,  rjr  promptly 
ped  the  brand.  The  HHS  chief  followed  up 
a  second  blast  at  RJR  for  its  plans  to  market 
w  cigarette  brand  aimed  at  blue-collar  wom- 
A.nd  he  excoriated  Philip  Morris  Cos.  for 
ding  "blood  moi:ey"  on  its  sponsorship  of  the 
inia  Slims  women's  tennis  circuit, 
at's  tough  talk  from  the  generally  pro- 
less  Bush  Administration.  But  bashing  ciga- 

companies  is  a  no-risk  proposition  given  the 
c's  antismoking  mood.  The  big  question  is 
;her  Sullivan  can  bring  the  vigor  of  his  ciga- 

campaign  to  bear  on  the  major  problems 
g  his  department.  Now,  the  White  House, 
h  realizes  that  health  issues  will  be  politically 
,his  election  year,  seems  to  want  to  build  the 
chief's  standing. 

>ROBLEMS.'  In  his  State  of  the  Union  address.  President 
1  singled  out  Sullivan — the  only  Cabinet  Secretary  he  men- 
•d  by  name — by  putting  him  in  charge  of  a  task  force  on 
;h  care  costs.  White  House  officials  cleared  his  blasts  at 
:"Co  companies  in  advance,  and  even  refrained  from  criti- 
g  him  when  he  offered  a  personal  opinion  on  Feb.  26  that 
er  excise  taxes  on  cigarettes  and  alcohol  might  be  a  good 
"We  have  no  problems  with  his  tobacco  crusade,"  says  a 
)r  White  House  official.  "He  hasn't  crossed  any  line." 
eh  backing  is  a  welcome  change  for  Sullivan.  The  former 
ident  of  the  Morehouse  School  of  Medicine  in  Atlanta 
i  to  Washington  with  no  political  experience — and  it 


showed.  Before  his  confirmation  hearings,  his  onetime  support 
for  abortion  rights  got  him  into  hot  water  with  pro-life  forces. 
Although  he  quickly  adopted  the  Administration  hard  line, 
abortion  foes  hobbled  the  staffing  of  his  department.  As  a 
result,  it  took  Sullivan  months  to  fill  some  key  slots,  including 
the  Surgeon  General.  He  has  yet  to  find  a  qualified  director 
for  the  National  Institutes  of  Health  who  can  meet  the  pro- 
lifers'  litmus  tests,  although  Sullivan  insists  that  their  objec- 
tions aren't  relevant. 

Sullivan  has  a  passion  for  improving  the  health 
of  minorities  and  preventing  disease  by  modifying 
behavior.  That  explains  his  zeal  on  cigarette  ads. 
But  on  harder  issues,  he  will  have  to  prevail  over 
a  conservative,  budget-minded  White  House  that 
doesn't  share  his  priorities.  For  example,  Sullivan 
last  year  proposed  a  federal  study  of  a  possible 
program  to  provide  clean  needles  to  drug  addicts 
as  an  .\lDS-prevention  measure.  The  White  House, 
which  feared  the  idea  would  be  viewed  as  a  step 
toward  drug  legalization,  forced  him  to  drop  the 
plan.  And  the  Office  of  Management  &  Budget 
quashed  his  efforts  to  save  part  of  the  cata- 
strophic-illness insurance  program. 

HHS's  problems  also  include  the  Food  &  Drug 
Administration.  Rocked  by  scandals  over  generic 
drugs,  it  is  a  severely  troubled  agency  that  has  been  without  a 
permanent  director  since  November.  Budget  pressures  are 
prompting  OMB  to  seek  deeper  cuts  in  medicare  and  other 
health  spending  at  the  same  time  as  political  demands  for 
long-term  care  and  coverage  of  the  uninsured  are  rising. 

Sullivan  has  won  some  small  victories.  He  obtained  1991 
budget  increases  for  biomedical  research,  the  FDA,  and  the 
Centers  for  Disease  Control.  And  he  was  able  to  block  further 
budget  and  staff  cuts  for  the  Social  Security  Administration. 

The  HHS  chief  has  surprised  Washington  with  his  effective 
use  of  the  bully  pulpit.  But  it  will  take  more  than  exhortation 
to  craft  a  comprehensive  health  policy  for  the  Administration. 
Bi/  Susan  B.  Garland,  irit/i  John  Carey  and  Douglas  HarbrechI 


ITAL  WRAPUPI 


RPORATIONS 


^utside  directors  and  large  share- 
F  holders  will  get  a  stronger  hand 
the  running  of  corporations  if  the 
asury  Dept.  has  its  way.  "Directors 
■e  to  be  the  centerpiece  of  gover- 
ice,"  says  a  senior  Treasury  official. 
J  proposal  being  considered  as  part 
Creasury  Secretary  Nicholas  F.  Bra- 
5  crusade  to  encourage  long-term 
iking:  Give  outside  directors  a  big- 
role  on  nominating  committees, 
it  would  make  outsiders,  rather 
n  management,  the  dominant  voice 
;he  selection  of  directors.  Treasury 
y  also  urge  that  outside  directors  be 
i  in  stock,  not  cash,  to  give  them  a 


greater  stake  in  the  company's  perfor- 
mance. Treasury  officials  want  institu- 
tional shareholders  to  play  a  bigger 
role,  too.  The  Administration  may  ad- 
vise pension  managers  that  the  law  al- 
lows them  to  seek  a  voice  in  corporate 
governance.  And  it  may  remind  them 
that  they  can  stand  and  fight,  not  sim- 
ply dump  their  shares,  if  they  are  un- 
happy with  management. 

It's  unclear  how  far  the  Administra- 
tion intends  to  go.  It  hasn't  decided 
how  much  regulatory  punch  to  put  be- 
hind its  suggestions  for  improved  gov- 
ernance. But  Treasury  has  no  plans  to 
replace  the  promanagement  laws  of 
Delaware  and  other  states  with  pro- 
shareholder  federal  legislation. 


THRIFTS 


The  Federal  Deposit  Insurance  Corp. 
seems  to  be  retreating  from  its  role 
as  lead  agency  in  cleaning  up  the  sav- 
ings and  loan  mess.  Last  year,  Con- 
gress handed  the  FDIC  responsibility 
for  supervising  the  Resolution  Trust 
Corp.,  the  agency  created  to  shut  down 
insolvent  thrifts.  But  the  RTC,  plagued 
by  management  problems  and  difficul- 
ties with  selling  off  assets,  has  become 
a  nightmare.  FDiC  Chairman  L.  William 
Seidman  wants  to  reorganize  the  RTC 
to  allow  it  to  function  more  indepen- 
dently. The  plan  would  rid  the  FDiC  of 
a  troublesome  stepchild  but  is  unlikely 
to  end  the  woes  of  the  RTC. 


JGTON  OUTLOOK 
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JAPAN  I 


SAYING  SAYONARA 

IS  SUCH  SWEET  SORROW 


Huge  payouts  are  enticing  U.S.  companies  to  sell  off  hard- won  Japanese  assets 


s 


nice  1969,  Avon  ladies  have  been 
■ihuffling  down  Japan's  narrow 
lanes,  bowing  in  doorways,  and 
peddling  cosmetics  and  jewelry.  By  1989, 
Avon  Products  Inc.'s  Japanese  arm  had 
won  a  respectable  37'  share  of  Japan's 
fiercely  competitive  $9  billion  cosmetics 
market.  More  important,  it  kicked  in  a 
fourth  of  Avon's  total  profits  on 
97'  of  the  company's  sales. 

It  won't  be  making  that  contri- 
bution anymore.  On  Feb.  21, 
Avon  sold  its  oriental  pearl, 
known  as  Avon  Products  Co.,  to 
an  obscure  Japanese  direct-mail 
company,  Friends  of  Freesia  Co., 
for  $408  million.  Avon  joins  a 
growing  list  of  U.  S.  companies 
that  are  cashing  in  their  chips  in 
Japan  (table).  The  trend  casts 
fresh  doubt  on  the  commitment 
of  U.  S.  corporations  U>  the 
world's  second-largest  market. 
Ironically,  sellouts  are  picking  up  just  as 
the  U.  S.  is  pressing  Japan  to  knock 
down  barriers  to  foreign  investment. 
'UNDER  THE  GUN.'  Alarmed  U.  S.  trade  of- 
ficials are  launching  a  study  of  the 
causes  of  the  recent  sales.  They  fear 
that  these  companies  are  throwing  away 
hard-earned  ground  just  to  satisfy  impa- 
tient shareholders.  "If  this  trend  is  part 


of  a  short-term  financial  fix,  it's  very 
shortsighted,"  .says  Deputy  U.  S.  Trade 
Representative  S.  Linn  Williams.  "It's 
very  important  to  have  distribution  and 
manufacturing  in  Japan." 

While  Japan  remains  a  hot  market 
with  an  economy  expected  to  grow  at 
4.57  this  year,  companies  are  finding  the 


SELLING  OUT  IN  JAPAN 


Seller 

Japanese  asset 

Price 

Millions  of  dollars 

CHRYSLER 

9.7%  of  Mitsubishi  Motors 

$592 

AVON  PRODUCTS 

60%  of  Avon  Products  (Japan) 

408 

HONEYWELL 

23.5%  of  Yamatake-Honeywell 

407 

SHAKLEE 

78%  of  Shaklee  Japan 

350 

McCRAW-HILl 

49%  of  Nikkei-McGraw-Hill 

283 

GEHERAL  MOTORS 

2%  of  Isuzu  Motors 

137 

DATA;  ULMER  BROTHERS  INC 

liigh  prices  they  can  get  for  their  Japa- 
nese assets  tough  to  pass  up.  U.  S.  busi- 
ness last  year  sold  assets  worth  $1.7 
billion  in  Japan,  according  to  New  York- 
based  investment  bank  Ulmer  Brothers 
Inc.  By  comparison,  U.  S.  companies 
made  equity  investments  of  only  $1.3  bil- 
lion. The  sell-off  may  be  slowed  but  is 
not  likely  to  be  stopped  by  the  recent 


drop  m  Tokyo  stock  prices.  Weiv  j 
ting  a  lot  of  inquiries,"  says  Richarc 
Kelly  Jr.,  head  of  mergers  and  acqi 
tions  at  CS  First  Boston  (Japan)  Ltd.  1 
all  will  sell,  but  "everyone  is  think 
about  it,"  he  says. 

Cashing  in  a  Japanese  stake  may 
an  easy  way  for  a  company  to  pa 
over  a  poor  earnings  per: 
mance.  For  instance,  Chryi 
Corp.  prevented  a  plunge 
third-quarter  profits  last  year 
.selling  about  half  of  its  stakt 
Mitsubishi  Motors  Corp.  for  $ 
million.  Avon  needed  money 
pay  down  its  $500  million  in  d 
and  smooth  over  a  $25.7  mill 
loss  during  the  last  quarter 
1989.  Unhappy  shareholders  { 
takeover  concerns  may  also  hi 
prodded  Avon.  "They  were  cl« 
ly  under  the  gun,"  says  a  Tol 
investment  banker. 
Fear  of  takeovers  has  played  a 
role  in  some  sales.  With  Japanese  c( 
panies  trading  at  an  average  of  52  tin 
earnings,  raiders  see  selling  Japam 
subsidiaries  as  a  way  to  finance  acqu 
tion  of  the  parent.  Rumors  that  raif'-' 
Irwin  L.  Jacobs  planned  to  use  tit 
strategy  to  buy  food  and  cosmetics  m; 
keter  Shaklee  Corp.  helped  prompt  '3 
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nt  to  sell  the  Japanese  unit  for  $350 
)n  in  1989.  The  buyer,  Yamanouchi 
maceutical  Co.,  soon  bought  control 
le  parent  for  $392  million  (page  68). 
oubled  companies  see  little  choice 
.0  realize  some  of  the  gains  on  their 
itments  in  Japan.  Honeywell  Inc. 
taking  heat  last  year  from  a  dissi- 
shareholder  group  unhappy  with  re- 
losses.  Part  of  its  response  was  to 
about  half  of  a  50%  stake  in  its 
nese  joint  venture,  Yamatake-Hon- 
■11.  "It  was  an  obvious  issue  of 
^holder  value,"  says  Michael  R. 
ignore,  president  of  Honeywell  In- 
itional,  because  market  value  had 
wn  substantially  over  book  value." 
me  companies  attribute  sales  to 
3  in  strategy.  McGraw-Hill  Inc., 
sher  of  BUSINESS  week,  said  it  shed 
lare  of  Nikkei-McGraw-Hill  in  1988 
jse  it  wanted  to  create  global  prod- 
rather  than  publications  for  the  Jap- 
i  market  only.  Some  of  the  $283 
)n  raised  went  to  pay  down  debt 
:;over  write-offs. 

her  companies  have  found  taking 
Japanese  units  public  a  road  to  big 
?y.  Levi  Strauss  &  Co.,  which  is  not 
cly  traded  in  the  U.  S.,  raised  $80 
)n  by  selling  15%  of  its  Japanese 
idiary  Levi  Strauss  Japan  last  year, 
anese  have  been  able  to  take  advan- 
of  the  low  cost  of  capital — it's  good 
nerican  companies  can,  too,"  says 
ge  B.  James,  senior  vice-president 
chief  financial  officer.  Indeed,  the 
;maker  received  37  times  earnings, 
lore  than  three  times  the  average 
iple  on  the  New  York  Stock  Ex- 
ge.  It  may  soon  sell  another  15%. 

FOOTHOLD.  While  Levi  Strauss  is 
eaving  Japan,  in  some  cases  stock 
■ings  are  the  first  step  to  the  door. 
1  offered  40%  of  its  Japan  unit  to 
)ublic  in  1987.  "After  that,  everyone 
shopping  Avon  unofficially,"  says 
merger  specialist  in  Tokyo, 
ere  are  still  plenty  of  U.  S.  compa- 
grappling  for  footholds  in  Japan, 
analysts  doubt  the  companies  that 

cashed  out  will  ever  again  pony  up 
luge  sums  required  to  get  back  in. 
iny  U.  S.  companies,  feeling  pressed 
;ep  profits  up,  won't  risk  big  invest- 
:s  in  Japan  for  fear  of  diluting  earn- 

"Price  levels  are  just  too  high  to 
fy,"  says  Jun  Imanishi,  who  heads 
?an  Stanley  &  Co.'s  mergers  unit  in 
'0.  "It's  more  realistic  for  us  to  pur- 
divestiture  business"  than  invest- 
in  Japan  for  American  clients.  As 
'o's  fat  payouts  lure  more  U.  S.  com- 
5s  to  the  deal  table,  their  Japanese 
ts  and  distribution  systems  will 
i  American  hands.  That  means  the 
of  selling  in  Japan,  as  Japan  sells  in 
J.  S.,  will  be  more  elusive  than  ever. 
?2/  Ted  Holden  in  Tokyo,  with  Stanley 

in  New  York 


EUROPE  I 


WHY  RENAULT  FEELS  SAFER 
BUCKLING  UP  WITH  VOLVO 


Japan's  push  into  Europe  is  forcing  France  to  temper  Socialist  doctrine 


With  Japanese  carmakers  rush- 
ing to  Europe,  the  back-door 
alliance  that  France's  Renault 
and  Sweden's  Volvo  announced  on  Feb. 
23  seems  a  sound  strategic  move.  In 
Paris,  selling  Volvo  a  chunk  of  state- 
owned  Renault  is  the  business  event  of 
the  new  year — for  far  different  reasons. 
Selling  Renault,  a  laboratory  for  social- 
ist ideas,  is  a  stunning  about-face  for 
France's  Socialist  Party  rulers.  "It's  the 
Chartres  Cathedral  of  French  social- 
ism," admits  a  government  official. 

It's  no  less  traumatic  for  Volvo.  Chief 
Executive  Pehr  G.  Gyllenhammar  sees 
the  deal  closed  with  Renault's  Chairman 
Raymond  H.  Levy  as  the  long-sought 
guarantee  that  Sweden  won't  be  locked 
out  of  the  European  Community.  He's 


TWO  EUROPEAN  GIANTS 


JOIN 

FORCES 

RENAULT 

VOIVO 

EMPLOYEES 

178,300 

77,800 

Billions  of  dollars 

1989  SALES* 

$30.0 

$15.6 

1989  PROFITS 

1.8 

1.4 

Unit  production 

CARS 

1,682,900 

414,000 

HEAVY  TRUCKS 

283,800 

60,200 

Percent 

EUROPEAN  MARKET 

10.4% 

2.0% 

SHARE  (CARS) 

*Estimates  DATA:  COMPANY  REPORTS,  BW  ESTIMATES 


also  concerned  that  Japanese  auto  mak- 
ers will  flood  the  Continent  with  cars 
from  their  new  plants  in  Britain. 

So  the  companies  are  buying  minority 
stakes  in  each  other,  planning  joint  car 
and  truck  models,  and  probably  heading 
toward  an  out-and-out  merger  around 
2000.  Together,  they  will  be  the  world's 
largest  heavy-truck  maker  and  Europe's 
fourth-biggest  carmaker.  They  have 
combined  car  and  truck  assets  of  $13 
billion  and  sales  of  about  $42  billion. 

Nearly  all  European  carmakers  want 
similar  linkups.  With  a  dozen  manufac- 
turers selling  13  million  new  cars  a  year, 
plants  can  turn  out  20%  more  autos  than 
the  market  needs.  Similar  alliances,  per- 
haps between  Fiat  and  Peugeot,  seem 
likely. 

IMAGE  AND  MONEY.  The  Renault-Volvo 
deal  fits  a  familiar  pattern  in  which  a 
full-range  manufacturer  teams  with  an 
upscale  specialist.  The  generalist  gets  a 
class  image  and  engineering  skills,  the 
specialist  gets  a  rich  partner.  Such  deals 
include  Ford  of  Europe's  purchase  of 
Jaguar  and  General  Motors 's  50%  acqui- 
sition of  Saab-Scania's  Saab  division, 
both  last  year.  In  this  case,  Volvo  buys 
20%  of  the  Renault  parent  and  car  opera- 
tions and  45';;  of  the  truck  and  bus  divi- 
sions. Renault  gets  10%  of  Volvo,  25%-  of 
the  car  company,  and  45%  of  the  truck 
and  bus  companies. 

Volvo,  which  holds  2%  of  European 
car  sales,  has  seen  Japan  seize  30%  of 
the  Swedish  market.  Renault  is  strong 
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only  in  Europe's  most  protected  mar- 
kets— France,  where  Japanese  carmak- 
ers have  2.9%  of  sales,  and  Italy  and 
Spain,  which  limit  Japan  to  less  than  17^ 
Although  Renault  and  Volvo  plan  to 
combine  engine  and  parts  production 
and  design  facilities,  jointly  designed 
cars  won't  hit  the  road  until  the  turn  of 
the  century,  says  Louis  Schweitzer,  Re- 
nault's vice-president  for  finance  and 
planning.  Renault  says  it  may  also  use 
Volvo  dealerships  to  make  a  third  stab 
at  the  U.  S.  market,  where  it  has  failed 


twice.  But  that,  too,  is  years  away. 

The  companies'  clout  in  trucks  is  more 
certain.  Volvo  turns  out  heavy  trucks, 
while  Renault's  forte  is  small  and  medi- 
um commercial  vehicles.  Standardizing 
gearshifts,  subassembly  units,  and  othef 
parts  could  yield  a  cost  advantage  over 
rivals  of  10%  to  15%.  In  the  heavy-truck 
sector,  Volvo  and  Renault  will  have 
26.1%  of  Europe's  market  compared  with 
Daimler  Benz's  20.2%. 

Down  the  road,  "there  is  a  good 
chance  Renault  and  Volvo  will  merge 


outright,"  says  Jose  Bidegain,  chie'o 
staff  at  the  French  Industry  Minis|:^ 
First,  France's  Socialist  governmn 
must  push  the  initial  deal  through  iij 
liament.  Renault's  biggest  union,  h 
Communist  Confederation  Generaledi 
Travail,  vows  to  fight  this  policy  swieli 
But  it  will  be  a  small  fight  compiiei 
with  the  one  Renault  and  Volvo  '^ii 
have  to  wage  against  the  Japanese.  ) 

By  Jonathan  Kapstein  in  Amsteriy 
and  Stewart  Toy  in  Paris,  with  John  b* 
sant  in  Rome  \ 


SOVIET  UNION  I 


'HAVE  I  GOT  A  USED  TANK 
FOR  YOU' 


A  scandal  underscores  the  tough  resistance  to  private  cooperatives 


Last  December,  a  Soviet  company 
called  .\NT  won  a  dream  contract. 
A  defense  factory  in  Sverdlovsk 
arranged  for  ANT,  a  privately  owned 
cooperative,  to  help  in  exporting  12 
mobile  cranes  made  from  T-72  battle 
tanks.  The  tanks  were  supposed  to 
have  been  converted  as  part  of  Soviet 
leader  Mikhail  Gorbachev's  demilitari- 
zation drive.  But  when  cus- 
toms officials  inspected  a  ship- 
ment bound  for  the  seaport 
of  Novorossisk,  they  found 
real  T-72s — not  construction 
gear — inside.  The  conservative 
Soviet  daily  Sovefskai/a  Rossi- 
i/a  claims  that  .\NT,  or  Avto- 
matizatzia-Nayka-Techologiya, 
was  caught  trying  to  export 
not  just  tanks,  but  $700  mil- 
lion of  largely  strategic  mate- 
rials, including  titanium. 
CONSPIRACY?  Now,  the  KC.H 
and  the  police  are  investigat- 
ing whether  the  ANT  scandal 
traces  back  to  Kremlin  corrup- 
tion. Three  high  government 
officials  have  already  lost 
their  jobs,  and  five  more  have 
been  reprimanded.  But  leaders 
of  the  country's  fledgling  co- 
operative movement  think  the 
whole  affair  was  a  setup. 
They  believe  it  is  the  most 
daring  government  conspiracy  yet  to 
stop  the  growth  of  private  enterprise 
because  it  threatens  state  monopoly  of 
the  economy  and  foreign  trade.  De- 
clares Andrei  A.  Fedorov,  a  Moscow 
restaurant  owner  and  head  of  the  Mos- 
cow Union  of  Cooperatives:  "It  is  a 
provocation  on  a  high  scale,  and  be- 
hind it  are  top  officials  of  our  coun- 
try." ANT  officials   are   mounting  a 


counter-publicity  campaign  to  claim 
that  the  company  operates  legitimate- 
ly. "We  are  not  guilty  of  anything," 
says  Vladimir  Ryasantshev,  director 
of  ANT. 

Since  1987,  Gorbachev  has  encour- 
aged cooperatives  as  models  of  eco- 
nomic reform.  Last  year,  about  200,000 
coops  employed  over  5  million  people, 


'It  is  a  provocation 

on  a  high  scale, 
and  behind  it  are  top 
officials  of  our  country' 


producing  goods  and  services  w(itl 
over  $50  billion.  But  the  Soviet  lege 
hasn't  yet  been  able  to  rein  in  Ipi 
bureaucrats  who  have  erected  pip 
hurdles  to  stifle  them. 

The  most  recent  crackdown  beia: 
last  fall.  Pressured  by  official  hct 
unions  angry  about  the  coopei-atiis 
high  prices,  the  nation's  legislatureik 
manded  that  the  ventures  be  "str 
lined."  Local  authorities  passed 
rules  forbidding  cooperatives  f 
competing  with  many  state  food 
service  enterprises.  Hundreds  of 
vate  businesses  are  being  shutte 
Some  72,000  people  are  said  to  be 
of  work  in  Uzbekistan,  where  al 
every  cooperative  business  except 
struction  has  been  outlawed.  Mi 
man  trading  has  been  ban 
and  Moscow  cooperatives 
operate  only  from  hard-to 
offices,  not  from  their  ho 
The   publicity  surroun 
the  ANT  incident  could 
the  way  for  new  rules  limi 
cooperatives'   rights  to 
contracts  directly  with  for 
companies.  This  key  ref 
has  allowed  coops  to  by 
trade  ministries  and  make 
side  contacts  on  their  owni 
PAC  MONEY.  Now,  the  futur 
these  private  businesses 
hang  on  local  elections  ur 
way  throughout  the  So 
Union.  Already,  cooperat 
are  setting  up  U.  S.-style  p 
ical  action  committees  (PAC 
push  their  cause.  One  re 
ent  of  their  campaign  func 
populist  Boris  Yeltsin,  wh 
running  for  a  post  that  C( 
lead  to  the  presidency  of 
Russian  Republic.  Yeltsin  believes 
cooperatives  should  flourish.  Bu 
conservatives  win  in  local  races, 
stricter  rules  will  only  increase.  Go 
chev  is  amassing  broad  powers 
can  help  the  coops,  but  it  may  l 
long  time  before  he  can  break  di 
the  Soviet  mentality  that  mistrusts 
vate  enterprises. 

By  Rose  Brady  in  Ma 
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Why  flying  to  Munich  is  considerably 
different  than  flying  to  Muncie. 


Many  domestic  airlines  have  begun  to  fly  across 
the  Atlantic.  But  an  airline  used  to  shorter  flights 
still  has  much  to  learn  about  travelling  overseas. 
On  longer  flights,  passengers  expect  not  just 
more  service,  but  a  different  level  of  service.  Food 
becomes  far  more  important:  ordinary  airline 
meals  just  v^^on't  do.  The  environment  has  to  be 
equally  comfortable  for  working  or  sleeping,  and 
cabin  attendants  must  be  consistently  sensitive 
to  every  passenger's  needs,  for  every  hour  of 
the  trip. 

In  short,  a  trip  to  Munich  shouldn't  feel  like  a  long 
trip  to  Muncie. 

That's  why  we  suggest,  when  you're  flying  to 
Germany  and  beyond,  take  the  airline  that  under- 
stands longer  flights. 


People  expect  the  world  of  us. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  ol  United,  Delta 
USAir  and  Contmenlal/Easlern  See  your  Travel  Agent  lor  details. 


EXCELLENTCQMMITMENTI 


Less  than  a  decade  ago,  DSC  started  with  one  product  and  one 
Today  we  are  aieading  supplier  of  telephone  switching,  transmission  and 
private  network  products  to  the  worldwide  telecommunications  industry. 

The  reason?  Our  commitment  to  excellence.  Excellence  in  our  product 
quality.  Excellenqe  in  our  ability  to  bring  those  products  to  market  sooner. 
And  excellence  in  how  we  meet  customer  needs.  No  wonder  we're  asso- 
ciated with  the  top  names  in  the  communications  business.  It  stands  to 
reason  that  when  you  strive  to  be  the  best,  ^jgy.  Communications 
you  II  find  yourself  in  the  best  company.     '^^B  Corporation 

1-800-777-6804 


Actual  size. 


An  interest  rate  fluctuation  in  Tokyo  kills  a  real  estate  deal  in 
Des  Moines.  Bond  swings  in  London  spell  the  difference  between 
the  success  or  failure  of  a  public  offering  in  New  York. 

It's  a  small  world.  Where  financial  markets  are  interconnected. 
Where  events  unfold  faster.  Decisions  are  trickier.  The  future  more 

unpredictable. 

No  one  is  better 
positioned  to  help  you 
in  this  climate  than  the 
CIGNA  companies. 

We  have  specialists 
around  the  world.  In 
everything  ft  om  fixed 
income  and  real  estate 
to  domestic  and 
international  equities. 

A  team  constantly 
exchanging  information 
to  give  us  a  better  view 
of  the  big  picture. 

As  a  result,  we're  able 
to  see  things  others  may 
not;  anticipate  events, 
not  just  react  to  them;  and  separate  opportunities  from  pitfalls. 

We  apply  that  knowledge  to  solid,  pmdent  investment  strategies, 
customized  to  your  specific  needs.  Balancing  return  potential  with  a 
risk  level  that  meets  your  objectives. 

For  information,  write  CIGNA  Investments,  Inc.,  Dept.  RD, 
Hartford,  CT  06152.  Because  when  the  world  is  this  small,  every 
investment  decision  is  a  big  one. 
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EDITED  BY  JOHN  PEARSON 


fHY  SO  MANY  ARE 

lYING  COURT  TO  NORTH  KOREA 


the  shrinking  communist  world,  North  Korea  remains 
ne  the  hardest  of  hardhne  states,  practicing  both  central- 
Led  economic  planning  and  rigid  Communist  Party  control, 
despite  its  dated  brand  of  Marxism,  it  is  especially  attrac- 
now  to  both  the  Soviet  Union  and  China  because  of  its 
egk  location  and  presumed  stability.  China  is  reassured 
Great  Leader"  Kim  II  Sung's  strict  political  regime,  even 
gh  China  launched  its  own  economic  reforms  more  than  a 
de  ago,  and  the  Soviet  Union  keeps  supplying  him  with 
i  and  economic  aid  because  it  doesn't  want 
eld  all  influence  in  North  Korea  to  China, 
na  and  North  Korea  have  one  common 
—to  safeguard  the  ruling  role  of  the  Com- 
ist  Party  and  to  save  socialism,"  says  an 

European  diplomat  in  Beijing.  By  con- 
;,  Kim  deplores  the  erosion  of  communist 
es'  control  in  East  Europe  and  the  Soviet 
n. 

16  Soviet-Chinese  rivalry  over  North  Korea 
obstacle  to  South  Korea's  efforts  to  warm 
jlations  with  the  North.  South  Korean  lead- 
lave  been  wooing  the  belligerent  Kim  with 
offers  as  a  $430  million  fund  to  finance 
,h-South  trade.  South  Korea  has  also  been 
jring  ways  to  expand  ties  with  both  Mos- 
and  Beijing  in  the  hope  they  will  nudge 
toward  better  relations,  and  trade  between 
a  and  South  Korea  is  now  up  to  a  healthy 
)illion  a  year.  On  the  diplomatic  front, 
il's  Foreign  Minister,  Choi  Ho-Joong,  wants  to  establish 
ular  links  with  Beijing,  and  in  Moscow,  the  South  Koreans 
sstablishing  a  consulate  that  will  amount  to  an  embassy, 
•e  are  also  plans  for  air  service  by  Aeroflot  and  Korean 
Lines  between  Moscow  and  Seoul,  and  the  prospect  of 
h  Korean  investments  in  Siberia.  Even  so,  it's  unlikely 
either  Moscow  or  Beijing  will  establish  full  diplomatic  ties 
South  Korea  because  neither  wants  to  anger  Kim. 
1  far,  the  77-year-old  Kim  has  managed  to  keep  his  people 


HEROIC  STATUE  OF  KIM 


relatively  insulated  against  reform  ideas,  even  though  mem- 
bers of  the  North  Korean  elite  see  Western  publications  and 
know  what's  taking  place  in  the  outside  world.  "It  is  not 
subject  to  the  pressures  of  fax  machines,  vcRs,  and  satellite 
transmissions,"  says  Selig  Harrison,  an  Asian  expert  at  Wash- 
ington's Carnegie  Endowment  for  International  Peace.  Never- 
theless, North  Korea  is  feeling  internal  pressure  to  adopt 
economic  reforms  to  spur  its  backward  economy. 

In  January,  the  ruling  Workers'  Party  endorsed  limited  eco- 
nomic reform  measures,  and  Kim's  oldest  son 
and  designated  successor,  Kim  Jong  II,  48, 
wants  more  consumer  goods  produced.  The 
country  is  also  trying  to  attract  tourists.  Eight 
hotels  are  under  construction  in  Pyongyang  to 
host  tour  groups  from  countries  such  as  Aus- 
tralia and  Britain. 

SIGNS  OF  CHANGE?  Kim  recently  broke  off  talks 
with  Seoul  on  a  proposed  North-South  prime 
ministers'  meeting,  to  protest  this  month's 
U.  S.-South  Korean  military  exercises.  Never- 
theless, Seoul's  National  Unification  Minister, 
Lee  Hong-Koo,  suggests  that  Kim  could  make 
"unexpected"  moves,  such  as  accepting  Presi- 
dent Roh  Tae-Woo's  proposal  for  a  summit 
meeting.  Kim's  decision  to  hold  elections  for 
North  Korea's  rubber-stamp  legislature  on 
Apr.  22,  six  months  ahead  of  schedule,  could  be 
a  sign  of  change. 

In  a  new  overture  to  the  North,  South  Kore- 
an Defense  Minister  Lee  Sang-Hoon  says  his  government  will 
propose  a  series  of  arms  cutbacks  by  both  North  and  South. 
The  U.  S.  is  also  likely  to  reduce  its  43,000  troops  in  the  South, 
but  if  it  does  so  unilaterally  because  of  budget  pressures  it 
may  miss  a  chance  to  draw  the  North  into  major  arms  reduc- 
tions talks.  "'North  Korea  is  ready  to  deal  with  us  in  arms 
control,"  says  Harrison.  The  question  is  how  to  bring  about 
such  negotiations. 

By  Laxmi  Nakanni  iu  Seoul,  with  bureau  reports 


BAL  WRAPUPI 


IWAN 


k  t  a  recent  dinner  hosted  by  Presi- 
^dent  Lee  Teng-hui,  militant  politi- 

opponents  overturned  tables  and 
[htened  guests.  The  next  day,  their 
iporters  burned  cars  and  beat  up 
sersby  during  street  protests.  The 
'ence  was  directed  at  the  National 
;embly,  an  electoral  college  that 
5ts  every  six  years  to  choose  the 
ion's  President.  Radical  members  of 

opposition  Democratic  Progressive 
•ty  (DPP)  believe  the  electoral  body, 
ich  will  vote  on  Mar.  21,  is  illegiti- 
te,  because  nearly  907o  of  its  752 
nribers  were  elected  in  mainland  Chi- 
in  1947. 


The  violence  makes  Lee  look  weak  in 
the  eyes  of  the  long-ruling  Nationalist 
Party,  or  Kuomintang,  whose  members 
control  the  assembly  and  other 
branches  of  government.  The  out- 
bursts are  turning  the  reelection  of 
Lee  into  a  showdown  between  aging 
Kuomintang  conservatives,  determined 
to  hang  on  to  power,  and  the  DPP  over 
the  issue  of  the  government's  legitima- 
cy. The  turmoil  could  set  back  the 
hopes  of  Hong  Kong  residents  and  of 
political  dissidents  in  mainland  China 
that  Taiwan  could  serve  as  the  model 
for  evolution  by  China  from  authoritar- 
ian rule  to  democracy. 

As  the  first  Taiwan  native  to  serve 
as  president,  Lee  is  a  step  toward  a 


more  representative  system.  In  foreign 
policy,  Lee  has  expanded  diplomatic 
ties  by  accepting  Taiwan,  rather  than 
the  politically  charged  Republic  of  Chi- 
na, as  the  name  for  his  country  in 
some  cases.  Lee  has  also  legalized  op- 
position parties,  which  took  part  in 
elections  for  the  first  time  last  Decem- 
ber and  won  some  key  posts  in  local 
governments. 

But  some  of  his  opponents  want  to 
move  faster  toward  democracy,  and 
many  Kuomintang  hardliners  could 
vote  against  him  or  abstain.  Lee  will 
probably  win  the  election,  but  if  he  has 
to  make  concessions  to  the  right,  his 
power  to  push  for  domestic  political 
reform  could  be  weakened. 


MIONAL  OUTLOOK 
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THEME  PARKS  I 


AN  AMERICAN  IN  PARIS 


Can  Disney  confound  the  doubters  and  work  its  familiar  magic  in  Europe: 


In  muddy  suji.^ 
east  of  Paris,  bulldozers  are  tracing 
the  outlines  of  some  familiar  scenes: 
Main  Street,  Pirates  of  the  Caribbean, 
and  the  Mad  Tea  Party  teacup  ride.  Two 
years  from  now,  if  all  goes  well,  the 
world's  biggest  and  splashiest  Disney- 
land will  open  here.  Tourists  from  all 
over  Europe  will  shake  hands  with  Mick- 
ey Mouse,  explore  Adventure  Island, 
and  have  an  ail-American  good  time. 

That,  at  least,  is  the  dream  of  Walt 
Disney  Co.  e.xecutives  for  Euro  Disney- 
land, a  $2.6  billion  extravaganza  and 
their  first  company-owned  theme  park 
outside  the  U.  S.  They're  banking  on  a 
love  affair  between  Mickey  &  Co.  and 
the  Europeans  as  the  principal  engine  of 
Disney's  growth  in  the  1990s.  To  fan  the 
flames,  they  are  making  sure  Europeans 
see  Disney  characters  on  network  TV  as 
often  as  possible.  They're  also  studying 


an  all-Di.sii>  .  ,  ..  .  , 

the  Disney  Channel  m  the  U.S.  Disney 
executives  even  insist  their  new  theme 
park  can  be  a  unifying  force  in  Europe. 
Eleven  million  Europeans  a  year  will  rub 
elbows  in  a  happy  melting  pot.  "I  think 
we'll  help  change  Europe's  chemistr\'," 
says  Robert  J.  Fitzpatrick,  chairman  of 
Euro  Disneyland. 

EGG  TOSS.  But  a  nightmare  may  also 
haunt  Disney's  bosses.  Glitzy  American- 
style  theme  parks  may  not  be  Europe's 
cup  of  tea.  Tokyo  Disneyland  (page  64) 
is  a  smash  because  "the  Japanese  are 
sponges  of  foreign  culture,"  says  Pierre 
Lellouche,  an  adviser  to  Paris  Mayor 
Jacques  Chirac.  "It  will  be  harder  here." 

Moreover,  many  critics  in  France — 
which  Disney  sees  as  half  its  market — 
are  downright  hostile  to  the  project.  Par- 
is theater  director  Ariane  Mnouchkine  is 
a  friend  of  Fitzpatrick,  yet  she  has 


.  .   .  I   .  '1  "a  'jultural  Ch 

nobyl."  A  lysb  book,  Mickey:  The  Stt 
by  French  journalist  Gilles  Smadja 
nounces  the  $350  million  the  governmi 
is  spending  on  park-related  infrastr 
ture.  French  Communists  threw  eggs 
Disney  Chairman  Michael  D.  Eisneri 
Paris  last  fall.  Many  farmers  resent 
government's  condemnation  of  th 
land  for  sale  to  Disney. 

Such  emotions  could  boil  up.  T 
years  ago,  on  opening  day  of  Frei 
theme  park  Mirapolis,  operators  of  sn 
carnivals  set  off  a  bomb  that  injured 
people  and  may  have  hurt  attenda: 
permanently.  Disney  executives  ad 
that  they  plan  unusually  tight  secuj 
at  their  French  park.  But  that's  beca 
of  the  "mix  of  nationalities"  that  willfl 
fraternizing  there,  claims  James 
Cora,  president  of  Euro  Disneyland 

The  park's  success  is  crucial  for  11 
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;  growth-eager  Chairman 
er.  He  hopes  Europe  will 
)r  Disney  what  it  has  done 
itly  for  many  other  big 
.  companies,  including 
Ford,  and  General  Mo- 
bolster  slowing  prospects 
home.  Disney's  profits 
id  35%,  to  $703  million  in 
year  ended  Sept.  30,  on 
nues  of  $4.6  billion.  Yet 
,  analysts  think  its  U.  S. 
1  years  are  over.  Movie  in- 
;  has  peaked,  and  the  corn- 
has  wrung  out  the  video- 
itte  potential  of  its  old 
)on  library.  Disney  plans 
uild  a  modest-size  theme 
near  Los  Angeles  later  in 
lecade,  but  "Europe  is  our 
)roject  for  the  rest  of  this 
ury,"  says  49-year-old 
)atrick,  who  has  a  French 
and  speaks  perfect  French. 
)  one  really  expects  the  king  of 
le  parks  to  flop  in  Europe.  Two  mil- 
Europeans  flock  to  its  American 
s  every  year.  Paris  demographics 
great:  In  two  hours,  17  million  peo- 
an  drive  to  the  park  and  310  million 
fly — a  denser  market  than  the  U.  S. 
L  And  Disney's  risk  is  modest.  It 
nvested  $350  million  in  planning  the 
but  has  put  up  just  $145  million  for 
of  the  project's  equity.  Public  inves- 
provided  $1  billion  for  the  rest  in  a 
i  offering  last  fall.  Even  if  profits 
weak,  Disney  will  rake  in  fat  man- 
fient  fees.  And  it  could  clean  up  just 
he  land:  It  has  rights  to  buy  4,800 
s  from  the  government  at  about 
)0  an  acre — considered  cheap  for  the 
.  Disney  can  resell  chunks  to  other 
lopers  for  any  price  it  can  get.  The 
age  could  end  up  worth  more  than 
oge  McDuck,  once  high-speed  rail 
and  other  facilities  are  in  place, 
it  for  reasons  ranging  from  cultural 
lash  to  France's  chilly  winter  weath- 
Tiany  experts  think  surprises  may 
it  the  U.  S.  company.  Europeans  vis- 
isneyworld  in  Florida  as  part  of  an 
lerican  experience," 
Patrick  P.  Roper, 
keting  director  of 
n  Towers,  a  suc- 
ful  British  theme 
:  near  Manchester, 
doubts  they'll  seek 
!ricana  as  eagerly  in 
Paris  suburbs  and 
licts  attendance  will 
I  Disney's  projec- 
3.  Others  think  the 
ids  will  come  but 
id  less  than  Disney 
is.  "I  suspect  Dis- 
won't  do  as  well  as 
'  think,"  says  Ira 
it,  vice-president  of 
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Duell  Corp.,  a  Los  Angeles  consultant 
that  helped  Disney  with  Epcot  Center. 

Nevertheless,  Disney  isn't  the  only 
company  with  theme-park  dreams  in  Eu- 
rope. In  Spain,  Anheuser-Busch  Cos.  will 
soon  break  ground  on  the  $300  million 
Busch  Gardens  near  Barcelona,  to  open 
in  1992  along  with  the  Olympics  and  the 
Seville  World's  Fair.  Six  Flags  Corp.  is 
planning  a  Magic  Mountain  park  in  Mar- 
bella,  similar  to  the  one  in  California. 

Disney  faces  another  kind  of  competi- 
tion from  U.  S.  rival  MCA  Inc.  Under  a 
licensing  agreement  with  mgm/ua,  Dis- 
ney plans  to  open  a  $1  billion  studio  tour 
next  to  the  Magic  Kingdom  in  199(i  mca, 
parent  of  Universal  Studios,  is  likely  to 
build  a  similar  park  two  years  sooner 
and  20  miles  away,  though  it  is  also 
considering  London.  "We're  going  to 
kick  Disney's  butt  all  over  Europe," 
vows  Jay  S.  Stein,  head  of  mca's  recre- 
ational group.  Like  Disney,  MCA  plans 
big  sound  stages  to  shoot  films  with  Eu- 
ropean partners,  partly  to  meet  Common 
Market  content  rules  for  TV.  But  two  big 
studios  may  be  too  many,  says  a  French 
Film  Producers'  Assn.  official. 

Disney  hopes  that  a  high  TV  profile 


Pork 

Location               Cost  (Millions) 

Opening  date 

EURO  DISNEYLAND 

Paris 

$2,600 

1992 

UNIVERSAL  STUDIOS 

Paris  or  London 

1,000 

1994 

DISNEY  MGM  STUDIOS 

Paris 

1,000 

1996 

BAHERSEA  PARK 

London 

500 

Uncertain 

WONDERWORLD 

Corby  (Britain) 

325 

Uncertain 

BUSCH  GARDENS 

Barcelona 

300 

1992 

MARINE  WORLD 

Paris 

100 

1993 

MAGIC  MOUNTAIN 

Marbella  (Spain) 

85 

Uncertain 

ANDALUSIALAND 

Seville 

82 

Uncertain 

and  the  park  will  combine  to 
make  it  one  of  Europe's  enter- 
tainment giants.  Its  broadcast- 
ing in  Europe  has  jumped 
some  20%-  annually  for  the 
past  few  years.  While  Disney 
films  have  aired  sporadically 
for  years,  the  company  is  now 
winning  fixed  weekly  slots  for 
such  kiddie  series  as  Adven- 
tures of  the  Gummi  Bears 
and  Ducktales,  as  well  as 
grown-up  fare.  Over  the  past 
18  months,  the  Disney  Club 
cartoon  feature  has  become  a 
Sunday-morning  fixture  in 
France,  Britain,  the  Nether- 
lands, and  Scandinavia.  By 
yearend,  it  will  air  in  Italy, 
West  Germany,  and  Spain. 

Dealing  with  Europe's  di- 
verse languages  and  tastes  in 
the  park  may  be  tougher  than 
conquering  the  airwaves.  There's  also 
the  grim  winter  weather,  which  prompts 
European  parks  to  close  until  spring. 
Disney  executives  aren't  fazed.  "The 
French  question  everything,"  says  Fitz- 
patrick,  a  former  Jesuit  seminarian. 
"We're  seeing  Cartesian  skepticism 
meeting  American  can-do-ism."  In  win- 
ter, with  wood-burning  fireplaces  in  key 
spots,  "Euro  Disneyland  will  be  the 
v/armest  place  in  Paris"  and  will  run  ad 
campaigns  to  that  effect,  he  says.  A 
glass  dome  will  cover  the  teacup  ride. 
Waiting  lines  will  be  protected,  although 
not  enclosed.  Tokyo's  winters  have  not 
chilled  business  there,  notes  Fitzpatrick. 
EVANGELISM.  Then  there's  the  challenge 
of  training  12,000  Europeans,  half  of 
them  French,  to  be  Disney  "cast  mem- 
bers." So  far,  Disney  has  hired  700  em- 
ployees, largely  managerial  but  includ- 
ing such  park  workers  as  "security 
hosts"  and  "fire  prevention  hosts."  In 
addition  to  specific  job  training,  Disney 
University,  a  feature  of  all  company 
parks,  has  launched  the  standard  day- 
and-a-half  course  in  Disney  culture.  "We 
have  to  do  more  explaining  in  class," 
admits  David  Kanally,  director  of  the 
university's  Paris 
branch.  One  group  of 
French  students  spent 
20  minutes  debating 
how  to  define  "efficien- 
cy." Says  Kanally: 
"That  wouldn't  happen 
in  Orlando."  Bowing  to 
French  individualism, 
Disney  has  relaxed  its 
personal  grooming  code 
a  bit.  Women  employ- 
ees can  wear  redder 
nail  polish  than  in  the 
U.  S.  But  the  taboo  on 
facial  hair  holds:  "We 
want  the  clean-shaven, 
neat-and-tidy  look," 


MARCH  12,  1990  61 


At  the  University  of  Missouri 
for  professors  to  get  thrc 


We  also  found  a  better  way  for  professors  to 
get  through  to  other  professors.  For  administra- 
tive people  to  get  through  to  other  administrative 
people.  In  fact,  we  found  a  way  for  the  entire 
university  to  communicate  a  whole  lot  better. 

How?  With  an  innovative,  state-of-the-art 


system  we  call  GTE  CentraNet '  service. 

Utilizing  fiber-optic  technology,  this  system 
provides  voice,  data  and  video  capabilities  that 
link  all  the  university  departments  together 
It  also  enables  professors  and  students  to  com- 
municate via  personal  computers  in  the  dorms 


OTF  CentraNet  "'  service  is  a  registered  servicemark  of  GTE  Corp 


developed  a  better  way 
igh  to  their  students. 


iproving  one-on-one  education  at  one  of  the 
idwest's  largest  universities. 
Amazingly,  the  system  handles  almost  half  a 
illion  calls  per  week.  Equally  amazing  is  that 
t  accomplished  all  this  at  a  great  savings  to  the 
liversity  Which  just  goes  to  prove:  You  can 


major  in  advanced  communications,  and  still 
know  a  thing  or  two  about  economics. 

You  see  at  GTE,  its  not  just  communications 
we  offer,  it's  solutions.  Call 
us.  It  could  be  very  educa- 
tional. 1-800-225-5483. 


THE  POWER  IS  ON 
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says  Kanally.  While  trying  to  American- 
ize the  locals,  Fitzpatrick  and  his  col- 
leagues are  working  to  build  European 
credentials  for  Disney.  Yet  many  French 
people  who  deal  with  the  company  con- 
sider it  an  icon  of  foreign  arrogance. 
"They're  happy  with  what  they  do,  and 
they  think  everybody  should  be,"  says 
Michel  Colombe,  mayor  of  Bailly-Ro- 
mainvilliers,  a  town  near  the  park.  Dis- 


ney's evangelism  puts  off  many.  Says 
Disney's  Cora:  "We're  building  some- 
thing immortal,  like  the  pharaohs  built 
pyramids." 

Once  Mickey  Mouse  starts  shaking 
hands,  however,  French  criticism  may 
dissolve.  And  Europe  could  mellow  Dis- 
ney as  well.  "We're  learning,"  says  Fitz- 
patrick. "We  make  mistakes."  Like  all 
its  other  parks,  Euro  Disneyland  will 


ban  booze.  But  Fiztpatrick  admits  tha 
may  prove  to  be  an  error.  If  customers 
call  loudly  enough  for  wine  and  beer,  h( 
says  he  will  serve  it.  That  would  be  i 
radical  change  in  Disney  culture.  Bu 
when  a  market  this  size  is  at  stake,  Dis 
ney  can  stand  a  little  culture  shock. 

By  Stewart  Toy  in  Paris,  with  Mark  Mar 
emont  in  London,  Ronald  Grover  in  Lo. 
Angeles,  and  bureau  reports 


IN  JAPAN,  THEY'RE  GOOFY  ABOUT  DISNEY 


It  was  Tokyo's  nastiest  winter  day 
in  four  years.  Arctic  winds  and 
eight  inches  of  snow  lashed  the  nor- 
mally temperate  city  in  early  February, 
clogging  roads  and  slowing  trains.  But 
the  weather  didn't  keep  13,200  hardy 
souls  from  Tokyo  Disneyland,  35  min- 
utes east  of  central  Tokyo.  The  Japa- 
nese are  just  wacky  over  Mickey. 


feet  rivals  the  value  of  Japan's  annual 
camera  shipments. 

"The  French  may  be  hesitant  about 
American  culture,  but  the  Japanese 
yearn  for  it,"  says  Fusaho  Awata,  who 
co-authored  a  book  on  Tokyo  Disney- 
land. And  Disney  characters  have  been 
beloved  for  years.  "When  I  was  a  child, 
I  went  every  Saturday  night  to  watch 


THIS  YEAR, 
14  MILLION 
WILL  VISIT 
TOKYO'S 
DISNEYLAND 


The  numbers  say  it  all:  In  the  fiscal 
year  ending  Mar.  31,  some  14  million 
people  will  have  visited  the  park. 
That's  1  million  more  than  projected 
attendance  for  1990  at  the  original 
park  in  Anaheim,  Calif.  Three-quarters 
are  repeat  visitors.  A  family  of  four 
staying  overnight  at  a  nearby  hotel 
easily  spends  $600  on  its  visit.  The 
steady  cash  flow  pushed  revenues  for 
fiscal  1989  to  $768  million,  up  17%  over 
1988.  A  recent  study  by  Mitsubishi  Re- 
search Institute  says  Tokyo  Disney- 
land's $6.3  billion  economic  ripple  ef- 


Disney  movies,"  recalls  43-year-old  Hi- 
dehiko  Sekizawa,  executive  director  at 
research  firm  Hakuhodo  Institute  of 
Life  &  Living  Inc.  who  has  visited  To- 
kyo Disneyland  more  than  once.  "What 
we  see  at  Disneyland  is  our  best  image 
of  the  American  people." 

What  they  see  is  pure  Americana. 
All  signs  are  in  English,  most  of  the 
food  is  American-style,  and  the  attrac- 
tions are  cloned  from  Disney's  U.  S. 
parks.  "Everything  we  imported  that 
worked  in  the  U.  S.  works  here,"  says 
Ronald  D.  Pogue,  managing  director  of 


Walt  Disney  Attractions  Japan  Ltd. 
Still,  local  sensibilities  dictated  a  few 
changes.  A  Japanese  restaurant  was 
added  to  please  older  patrons.  The 
Nautilus  submarine  is  missing.  More 
areas  are  covered  to  protect  against 
rain  and  snow.  But  Disney  held  firm  on 
two  fundamentals  that  strike  most  Jap 
anese  as  strange:  No  alcohol  is  al-| 
lowed,  and  there's  no  bringing  in  food 
from  outside  the  park. 

Pogue,  visiting  frequently  from  his^ 
base  in  California,  supervises  seven! 
resident  American  Disney  managers 
who  work  side  by  side  with  Japanese 
counterparts  from  Oriental  Land  Co.  to| 
keep  the  park  in  tune  with  Disney  doe 
trine.  Oriental  Land,  the  joint  venture] 
of  a  railroad  and  a  real  estate  compa- 
ny, owns  and  operates  the  204-acri 
park  under  license  from  Walt  Disne 
Co.  The  45-year  contract  gives  Disne; 
10%  of  admissions  and  5%  of  food  an' 
merchandise  sales,  plus  licensing  fees.| 
SERVICE  SECRET.  American  as  it  ma; 
be,  Disneyland  appeals  to  such  deep- 
seated  Japanese  passions  as  cleanli- 
ness, order,  outstanding  service,  an 
technological  wizardry.  Japanese  exec- 
utives are  impressed  by  Disney's  d^ 
tailed  training  manuals,  which  teac 
employees  how  to  make  visitors  fee, 
like  viPs.  Most  worth  emulating,  sa; 
Japanese  who  have  studied  the  park,  ii 
Disney's  ability  to  make  even  the  lowlij 
est  job  seem  glamorous.  "They  have 
changed  the  image  of  dirty  work,' 
says  Hakuhodo  Institute's  Sekizawa. 

But  demographics  are  the  real  ke} 
to  Tokyo  Disneyland's  success.  Threi 
times  more  people — 30  million — liv( 
within  30  miles  of  the  park  than  in  th( 
same  proximity  to  Anaheim's  Disney 
land.  And  it  opened  just  as  Japan  en 
tered  a  new  era  of  affluence  and  lei 
sure.  Now  that  the  park  is  such  ai' 
unqualified  hit — and  nearing  capaci 
ty — Oriental  Land  and  Disney  are  maf 
ping  plans  for  a  second  park  next  dooi 
Pluto  and  Donald  Duck  are  becominj 
some  of  America's  best  ambassadors. 

By  Robert  Neff  in  Toky 

 J 
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PHARMACEUTICALS  I 


JAPAN'S  NEXT  BATTLEGROUND: 
THE  MEDICINE  CHEST 


Feeling  the  pinch  at  home,  its  drugmakers  prepare  to  mount  a  global  offensive 


Aisling  Barnett,  a  London  house- 
wife, suffered  liver  failure  last 
August  in  a  rare  reaction  to  a 
blood-pressure  drug  she  took  after  giv- 
ing birth.  In  October,  she  was  given  a 
transplanted  liver,  which  her  body  re- 
jected. As  she  lay  dying,  her  husband, 
Colin,  issued  an  anguished  plea  for  help 
in  getting  an  experimental  Japanese 
drug  called  FK-506. 
Fleet  Street  news- 
hounds  rallied  to  the 
cause,  and  the  British 
•government  approved 
use  of  the  drug  for  Bar- 
nett. On  Nov.  3,  Fu- 
jisawa  Pharmaceutical 
Co.  sent  FK-50(i  via  747 
from  Osaka. 

It  was  too  late.  Bar- 
nett died  on  Nov.  28. 
But  the  fanfare  over 
FK-506  is  perhaps  the 
most  dramatic  of  many 
signs  that  Japan's  once- 
sleepy  pharmaceutical 
companies  are  aiming  to 
become  world  leaders. 
Pinched  by  price  cuts 
and  stiff  foreign  compe- 
tition, the  Japanese  are 
breaking  out  of  their 
$85  billion  domestic 
drug  market.  Japanese- 
owned  production,  dis- 
tribution, and  research 
bases  are  sprouting  up 
in  the  U.  S.  and  Europe. 
Through  investments  in 
cash-starved  U.  S.  bio- 
tech  companies,  the  Jaj)- 
anese  are  fast  adding 
expertise  in  pivotal 
technologies  for  the 
21st  century.  They  have 
set  grand  goals:  "We 
want  to  develop,  manu- 
facture, and  sell  drugs 
for  worldwide  markets 
through  our  own  net- 
work," says  Shigeo  Mo- 
rioka,  president  of 
Yamanouchi  Pharma- 
ceutical Co.,  Japan's 
No.  7  drugmaker.  Given 


Japan's  success  in  other  industries, 
drug-company  executives  from  the  West 
Coast  to  West  Germany  are  alert  to  this 
latest  challenge.  "I  see  a  greater  inter- 
national presence  for  the  Japanese  dur- 
ing this  decade,"  says  Henry  Wendt, 
chairman  of  SmithKline  Beecham. 

The  Japanese  have  little  choice.  "If  we 
just  rely  on  Jaiumese  sales,  we  have  no 


future,"  says  Takashi  Aoki,  senior  ma 
aging  director  at  Fujisawa.  Deregulate 
in  Japan  has  given  U.  S.  and  Europe; 
rivals  a  boost  there.  Foreign  companit 
which  ring  up  257^  of  Japan's  drug  sak 
are  divorcing  local  partners  and  expar 
ing  their  own  sales  networks.  That 
closing  off  an  important  pipeline  for  Ja 
anese  companies.  This  April,  Bay 
will  stop  distributii 
through  Takeda  Cher 
cal  Industries  Ltd.  TI 
will  cost  Japan's  No 
drugmaker  more  th 
$400  million  in  revem 
COSTLY  R&D.  On  top 
all  that,  repeat 
cuts  during  the  19^ 
in  drug-reimbursem( 
rates  by  Japan's  natii 
al  health  insurance  pia Tejtir 


BRIAN  TAMBI  OF  LYPHOMED,  WHICH  FUJISAWA'S  AOKI  ACQUIRED  FOR  $765  MILLION 

JAPANESE  DRUGMAKERS  GO  ABROAD 

Company/ 1989  sales 

TAKEDA  $5.2  billion  Created  a  joint  venture  with  Abbott  Laboratories  in  the 
U.S.  to  develop  and  market  prescription  drugs.  Also  has  alliances  in  West 
Germany,  France,  and  Italy.  The  company  is  funding  research  at  Harvard  and 
Tulane 

FUJISAWA  $1.7  billion  In  the  U.S.,  has  acquired  LyphoMed  and  a  former  joint 
venture  with  SmithKline.  Owns  74%  of  Klinge  Pharma  in  West  Germany  as  a 
vehicle  for  European  e.xpansion.  Developing  the  promising  organ-transplant 
drug  FK-506  

YAMANOUCHI  $1.47  billion*  Owns  Shaklee  Japan  and  its  U.S.  parent.  Manu- 
factures an  ulcer  drug  in  Ireland  for  Merck.  Is  setting  up  a  cell  biology  re- 
search center  in  Britain 

CHUGAI  $900  million  Has  purchased  Gen-Probe  in  the  U.S.  Owns  small 
stakes  in  Genetics  Institute  and  British  Bio-technology.  Has  a  marketing  joint 
venture  with  Upjohn  for  EPO,  a  drug  used  to  treat  anemia  caused  by  kidney 
failure.  Does  joint  development  in  Europe  with  Rhone-Poulenc.  Is  selling  its 
ulcer  drug,  Carafate,  through  Marion  Laboratories  in  the  U.S. 
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have  squeezed  prof 
That  is  forcing  domes 
producers  to  spe 
more  on  development 
search  of  more  pro 
able  drugs.  R&D  outli 
by  Japan's  top  six 
ducers  have  doub 
since  198L  to  nea 
107(  of  sales.  And 
Japanese  have  stre: 
lined  their  developmi 
process.  "They  are  n 
able  to  develop  [dru 
more  cjuickly  than 
are,"  says  a  senior  e> 
utive  at  Hoesch. 

Some  of  those  pi 
ucts  are  innovative  C( 
pounds  with  global 
peal.  An  ulcer  di 
made  by  Chugai  PI 
maceutical  Co.  rang 
sales  of  more  than  $ 
million  last  year  in 
U.  S.,   where  Mar 
Laboratories  Inc.  r 
kets  it  as  Carafate. 
pan's  biggest  succ 
with  worldwide  anr 
sales  of  about  $600 
lion,  is  a  heart  d 
produced  by  Tan 
Seiyaku  Co.  and  sole 
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ion  in  the  U.  S.  as  Cardizem.  The 
;  big  seller  could  be  a  cholesterol- 
?ring  drug  from  Sankyo  Co.,  the 
itry's  No.  2  drugmaker.  Licensee 
tol  Myers  Squibb  Co.  plans  to  mar- 
it  as  Pravachol  in  the  U.  S.  Free  of 

effects,  Pravachol  is  said  to  be  su- 
or  to  Merck  &  Co.'s  Mevacor.  It  also 
jing  tested  to  prevent  heart  disease, 
ireign  alliances  are  speeding  up  Ja- 
s  expansion.  Last  September,  Fu- 
va  paid  $765  million  for  LyphoMed 
of  Rosemont,  III,  which  sells  inject- 

drugs  to  hospitals.  Last  year,  Ya- 
ouchi  laid  out  $395  million  for  vita- 
distributor  Shaklee  Corp.,  which  will 
-ibute  some  Yamanouchi  products  in 
U.  S.  And  Fujisawa  and  Sankyo  each 
;  acquired  control  of  West  German 
^makers.  The  Japanese  probably 
t  afford  to  swallow  any  U.  S.  or  Eu- 
'an  giants.  But  they'll  get  smaller 
panies  v/ith  strong  sales  networks 
promising  technology, 
ajisawa  seems  particularly  bold. 
)ugh  acquisitions  it  is  building  an 
pendent  research,  sales,  and  manu- 
uring  presence  in  the  U.  S.  and  Eu- 
:.  In  1987,  it  bought  the  remaining 
of  a  U.  S.  joint  venture  with  Smith- 
e  that  sold  hospitals  Fujisawa's  in- 
ible  antibiotics.  Buying  LyphoMed 
ight  in  three  factories,  a  120-member 
s  force,  and  several  promising 
l&,  including  aerosol  pentamidine,  an 
;  treatment.  LyphoMed's  growing 
)rietary  drug  unit,  which  developed 
;amidine,  is  headed  by  Brian  Tambi. 
oki  expects  Fujisawa  to  have  U.  S. 
s  of  $300  million  in  fiscal  1990  and 
ale  that  in  five  years.  New  launches 
generate  much  of  the  gain.  Fujisawa 
high  hopes  for  FK-506,  which  com- 
■s  against  cyclosporine,  the  standard 
reventing  transplant  rejections.  FK- 

also  is  being  tested  for  treating 
•immune  diseases  such  as  rheuma- 
arthritis — though  its  drug  trials  are 
mplete.  "Scientifically,  it  has  a  long 

to  go,"  cautions  John  S.  Najarian, 
?ery  department  chairman  at  Univer- 
of  Minnesota  Medical  School. 
3LOCKBUSTERS.  Takeda,  by  contrast, 
loving  cautiously  through  joint  ven- 
is  that  marry  its  knowhow  with  for- 
i  marketing  expertise.  Its  goal?  To 
ease  overseas  sales  from  6%  of  total 
;nues  to  25%'  by  the  mid-1990s.  "By 
ing  a  partner  in  local  markets,"  ex- 
ns  managing  director  Masao  Uchi- 
ashi,  "we  avoid  potential  friction."  A 
ear-old  joint  venture  with  Chicago's 
)Ott  Laboratories  has  produced  Lu- 
1,  which  treats  prostate  cancer.  Last 
r,  sales  of  Lupron  in  the  U.  S.  topped 
)  million.  Now,  the  two  companies 

collaborating  to  develop  drugs, 
3d  on  Takeda's  research,  to  treat  dia- 
?s,  ulcers,  and  cardiovascular  disease. 
1  the  meantime,   Chugai,  Japan's 
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ninth-largest  drug  company,  is  poised  to 
rake  in  millions  from  investments  in  top- 
notch  biotech  companies.  Last  October, 
it  agreed  to  pay  $100  million  for  Gen- 
Probe  Inc.,  a  leader  in  genetic-probe 
technology  used  in  diagnostic  tests.  With 
a  stake  in  Genetics  Institute  Inc.  (GD, 
purchased  in  1983,  Chugai  has  exclusive 
marketing  rights  in  the  U.  S.,  Japan,  and 
several  other  countries  for  Gl's  EPO, 
which  treats  anemia.  Chugai  expects  to 
win  approval  from  the  Food  &  Drug  Ad- 
ministration to  launch  EPO  in  the  U.  S. 
this  year.  EPO  will  compete  against  a 
product  from  Amgen  Inc.  But  analyst 
Mitsuo  Ohmi  at  Barclays  de  Zoete  Wedd 
Securities  in  Japan  thinks  its  annual 
worldwide  sales  could  hit  $700  million  by 
the  mid-1990s,  since  it  shows  promise  for 
treating  more  varieties  of  anemia.  "This 
is  a  turning  point  for  Chugai,"  he  says. 

Japan's  drugmakers  aren't  yet  guar- 
anteed a  leading  role  in  world  markets. 
They  haven't  produced  any  blockbuster 


Mitsui  Petrochemical  Industries 
Ltd.  first  hit  the  bioengineering 
jackpot  in  1983.  Its  scientists 
made  a  red  dye  from  cells  of  a  medicinal 
plant  and  mass-produced  it  for  use  in 
soaps  and  cosmetics.  Next,  they  turned 
to  flowers,  a  Japanese  passion.  Applying 
quality  control  to  cell-culture  technology, 
they  were  able  to  grow  virus-free  lily 
bulbs  in  antiseptic  tanks.  In  a  space  the 
size  of  a  desk  top,  they  harvested  a 
field's  worth  of  bulbs.  Now,  Mitsui  aims 
to  grab  207f  of  Japan's  $69  million  lily 
business  in  five  years.  "We  won't  take 
the  whole  market  right  away,"  says  Mit- 
sui Managing  Director  Yasuhiro  Fujita. 
"But  we'll  get  it  in  the  end,  because  our 
flowers  are  perfect." 

Sound  familiar?  With  characteristic 
hubris  and  drive,  the  Japanese  are 
charging  into  biotechnology.  Starting 
from  scratch  a  decade  or  so  ago,  they 
licensed  sophisticated  techniques  from 


drugs,  for  example.  And  despite  their 
recent  purchases,  they  remain  thin  on 
overseas  distribution  and  sales  net- 
works. They're  also  short  on  executives 
with  international-management  experi- 
ence. That's  a  hard  problem  to  solve, 
given  their  reluctance  to  hire  outsiders. 

In  addition,  only  Takeda  is  among  the 
global  top  10  drugmakers.  As  U.  S.  and 
European  drugmakers  merge,  Japan's 
companies  become  relatively  smaller.  "It 
will  be  a  while  before  the  Japanese  have 
organizations  competent  in  developing 
drugs  for  multiple  markets,"  says  Thom- 
as C.  Boursig,  an  adviser  to  Daiichi, 
which  owns  a  subsidiary  in  New  Jersey. 

Still,  such  obstacles  don't  faze  Japan's 
leading  drugmakers.  "Only  companies 
that  succeed  in  the  U.  S.  and  Europe  will 
stay  in  the  race,"  says  Fujisawa's  Aoki. 
With  survival  at  stake,  count  on  Japa- 
nese drugmakers  to  go  the  distance. 

Bi/  Amy  Bornis  in  Toki/o,  with  burcaii 
reports 


U.  S.  and  European  partners.  Then,  they 
poured  Japan  Inc.'s  resources  into  build- 
ing a  biotech  industry.  And  this  year, 
Japan's  total  sales  of  bioengineered 
products  will  exceed  $1  billion,  according 
to  Credit  Suisse  in  Tokyo. 
INTELLIGENT  TOILETS.  While  U.  S.  Compa- 
nies have  concentrated  on  the  big  mon- 
ey-makers— drugs  and  agriculture — the 
Japanese  have  taken  a  broader  ap- 
proach. They  make  moisturizing  creams 
from  acids  extracted  from  rooster 
combs.  Chemical  and  food  companies  use 
gene  recombination  to  improve  deter- 
gents, bread  dough,  wines,  and  vegeta- 
bles. Next  may  come  true  break- 
throughs, perhaps  by  electronics 
companies  trying  to  make  microcircuits 
out  of  living  tissue.  "It's  the  typical 
tale,"  says  Mitsuru  Miyata,  editor  of  the 
newsletter  Nikkei  Biotech:  "The  front- 
runners  are  all  American,  until  Japan 
steps  in  with  improvements." 

And  with  money.  Kirin  Brewery  Co., 
an  $8.4  billion  beer  producer,  spent  SO'/' 
of  its  $91  million  research  budget  last 
year  applying  gene-splicing  to  create 
new  beverages,  vegetables,  and  drugs. 
Petrochemical  giant  Mitsubishi  Kasei 
Corp.  spent  half  of  last  year's  $139  mil- 
lion research  budget  on  biotech  projects, 
ranging  from  genetically  improved  rice 
to  biodegradable  plastics.  In  all,  Japan's 
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'It  is  the  typical  tale. 
The  front-runners  are  all 
American,  until  Japan 
steps  in  with  improvements' 


BIOTECHNOLOGY 


JAPANESE  BIOTECH'S 
OVERNIGHT  EVOLUTION 


It  has  soared  from  notliing  to  a  billion-dollar  industry  in  10  years 


THE  FUTURE 
IS  HERE 


Imagination  is  the  special  gift  of  children. 
Driven  by  a  curiosity  which  never  sleeps, 
it  opens  towards  a  future  of  ever-expanding 
possibilities.  At  Omron  the  future  is 
opening  too,  as  we  create  a  global 
network  of  electronics  industries 
brought  together  by  a  single  purpose: 
precision.  Around  the  world, 
high  technology  is  going  to  work 
with  Omron. .  .for  you. 
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spending;  on  biotech-related  research  to- 
tals about  $2  billion,  three-fourths  of  it 
by  private  companies.  That  compares 
with  $6  billion  in  the  U.  S. 

In  this  hothouse  climate,  the  variety 
of  projects  at  Japan's  300-plus  biotech 
hopefuls  is  mind-boggling.  Kyowa 
Hakko  Kogyo  Co.  got  started  ferment- 
ing food  wastes  and  amino  acids  to 
make  livestock  feed.  Next,  it  used  re- 
combinant-DNA  techniques  to  breed  new 
strains  of  bacteria,  raising  efficiency  and 
slashing  costs.  Then,  it  took  aim  at  Ja- 
pan's booming  wine  business  and  fused 
three  strains  of  yeast  to  give  its 
rose,  named  Fusion  Bio  A,  a 
purer  bouquet.  A  rival  amino- 
acid  maker,  Ajinomoto  Co.,  has 
bred  a  cellulose-producing  bacte- 
ria to  create  a  fine-grained  elas- 
tic paper,  which  Sony  Corp.  uses 
for  acoustic  dia})hragms  in  its 
top-of-the-line  headphones.  An- 
other promising  use  is  artificial 
skin  for  burn  patients. 
BEYOND  DRUGS.  By  combining 
microelectronics  with  biotech, 
moreover,  Japan  is  pioneering 
work  in  so-called  biosensors. 
Toto  Ltd.  lias  designed  intelli- 
gent toilets,  expected  to  hit  the 
market  in  two  years,  that  will 
use  biosensors  to  run  checks  on 
the  user's  health.  The  sensors 
combine  living  membranes  with 
semiconductors,  which  work  in 
synch  to  give  readings  on  gases 
and  proteins  in  the  blood  and 
urine.  These  readings  will  be 
flashed  on  a  computer  display 
behind  the  toilet  seat.  That's 
just  one  use  for  biosensors, 
which  more  than  .50  Japanese 
companies  plan  to  sell,  including 
Fujitsu,  NEC,  and  Toshiba. 

While  they  pursue  such  novel 
work,  the  Japanese  are  also  eas- 
ing into  biotech  drugs.  As  early 
as  1985,  a  half-dozen  companies 
started  producing  monoclonal 
antibodies.  They  went  on  to  de- 
velop— or  produce  under  li- 
cense— the  full  spectrum  of 
anticancer  drugs  and  growth 
hormones  that  dominate  the 
U.  S.  biotech  drug  market.  Ja- 
pan's drug  imports  are  still 
three  times  its  drug  exports. 
But  now,  it  is  hoping  that  a  new 
generation  of  genetically  engi- 
neered products  will  change 
that.  Ajinomoto  is  licensing 
to  Hoffmann-LaRoche  a  drug 
called  Interleukin  2,  which 
treats  breakdowns  of  the  im- 
mune system.  Eisai  Co.,  mean- 
while, is  competing  outright 
with  the  powerful  Roche-Genen- 


tech  combo.  It  is  starting  clinical  tests 
on  an  improved  version  of  a  drug  called 
TPA,  which  dissolves  blood  clots.  Eisai's 
product  lasts  longer  in  the  body  than  the 
original  drug  developed  by  Genentech. 

The  Japanese  have  yet  to  forge  an 
alliance  as  spectacular  as  Roche-Genen- 
tech's.  But  they  are  moving  in  that  direc- 
tion. Daiichi  Seiyaku  Co.  has  signed  on 
with  California  Biotechnology  Inc.  to  de- 
velop anti-Alzheimer's  drugs  based  on  a 
Cal-Bio  protein  formula.  Hitachi  Chemi- 
cal Co.  will  develop  an  allergy  drug  with 
MAST  Immunosystems  Inc.,  after  provid- 


KIRIN  BREWERY  japan's  largest  brewery.  1989  sales:  $8.4 
billion.  Spent  80%  of  $91  million  R&D  budget  on  biotech. 
Makes  bioengineered  pharmaceuticals,  fruits,  rice,  vegeta- 
bles, artificial  seeds 

AJINOMOTO  Japan's  largest  food  processor.  1989  sales: 
$3.1  billion.  Spent  50%  of  $115  million  R&D  budget  on  bio- 
tech. Strong  in  amino  acids  and  nucleic  acids  for  food  pro- 
duction, catching  up  in  pharmaceuticals 

KYOWA  HAKKO  KOGYO  Big  in  chemicals,  one  of  world's 
largest  suppliers  of  amino  acids.  1989  sales:  $1.8  billion. 
Spent  70%  of  $98  million  R&D  budget  on  biotech.  Working 
on  fish  growth  hormones,  plants  and  vegetables,  bioengin- 
eered wine,  bread  yeast,  pharmaceuticals 

MITSUBISHI  KASEI  Japan's  No.  1  chemical  company.  First- 
half  1989  sales:  $2.4  billion.  Spent  50%-  of  $139  million 
R&D  budget  on  biotech.  Pharmaceuticals  such  as  TPA  and 
hcpatitis-B  vaccine,  marine  biotechnology,  seeds,  biochips 

MITSUI  TOATSU  CHEMICALS  Chemical  maker.  1989  sales: 
$2.7  billion.  R&D  outlays:  $124  million,  of  which  $17.2  mil- 
lion went  to  biotech.  Strong  in  pharmaceuticals,  amino  ac- 
ids, hydroponics,  plant  cell  culture 

DATA:  BW,  CREDIT  SUISSE 


ing  a  $6  million  infusion  for  the  Califo 
nia  company.  Other  Japanese  companit 
are  plowing  money  into  U.  S.  univers 
ties — including  $85  million  from  cosme 
ics  giant  Shiseido  Co.  to  sponsor  a  bii 
technology  research  center  at  Harvard 
Still,  the  Japanese  government  want 
to  go  beyond  drugs,  and  four  ministri( 
have  staked  claims  in  biotechnology.  Th 
Ministry  of  International  Trade  &  Indu 
try's  $58  million  biotech  budget  cove: 
dozens  of  public-private  research  pre 
ects,  from  waste-water  treatment  sy 
tems  to  biosensors  and  electronic 

vices.  MiTl's  Industrial  Scien( 
&  Technology  Agency  is  ju 
gling  three  separate  10-ye 
projects  studying  large-scale  c( 
cultivation,  uses  for  recomi 
nant  DNA,  and  cell-membrai 
development.  "These  are  aim< 
at  industries  as  far  as  20  yea: 
in  the  future,"  says  Atsuhil 
Maekawa,  deputy  director  at  tl 
agency's  office  of  basic  technc 
ogy  for  future  industries. 
CLONERY  ROW?  The  Agricultu 
&  Forestry  Ministry  will  spei 
$54  million  next  year  on  cultiv: 
ing  fish,  improving  seed 
grains,  vegetables,  and  fru 
and  on  so-called  bionurserie 
And  its  Fisheries  Agency  is  m 
nipulating  chromosomes  of  f( 
tilized  fish  eggs  to  produce  a 
female  populations  of  salmc 
as  well  as  sterile  adult  tro 
that  mature  quickly,  resist  d 
ease,  and  live  longer.  The  go 
assure  steady  harvests  for  t 
fish-centered  Japanese  diet. 

Government  and  business 
ficials  fret  over  a  potential  pi 
lie  backlash  against  meddlii 
with  nature.  Audiences  we 
amused,  not  alarmed,  by  a  To 
Studios  movie  last  Christmas 
which  Godzilla  does  battle  w 
a  horrific  hybrid  created  by 
genetic  engineer.  But  Aki 
Furuya,  head  of  strategy  a 
planning  at  Kyowa  Hakko,  s 
is  wary  of  the  consumer  re: 
tion  to  biotech  foods.  T 
Health  &  Welfare  Ministry, 
notes,  has  yet  to  draw  up  gui(| 
lines  for  these,  though  some 
ready  are  on  the  shelves. 

More  problems  could  pop  ij 
Fearing  a  flood  of  Japani 
drugs  based  on  U.  S.  techii| 
ogy,  some  members  of  Congnj 
want  tougher  rules  on  such 
ports.  But  it  may  be  too  la 
The  Japanese  have  their  c 
biotech  industry  now,  a| 
they're  making  up  for  lost  tii] 
By  Neil  Gross  in  Tol\ 
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SCIENCE  &  TECHNO! 


EXPAJSroS  TO  YOlJi 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  connection.  It  gives  vc^//  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  connectivity  is  the 
key.  Getting  everybody  and  everything  - 
ex'erythiih]  -  working  together  to  multiply 
the  total  effect  of  increased  individual 
efficiency  and  productivity.  AH  of  which 
should  keep  your  bottom  line  looking 
better  and  better. 

MACINTOSH  SYSTEMS  - 
CONNECTIBLE  AND 
COMPATIBLE 

Apple  Macintosh  computers  all  share 
the  same  operating  system,  so  you  don't 
have  to  waste  time  choosing  one.  And 
since  Macintosh  comes  with  built-in 
networking  capability,  you  can  integrate 
with  virtually  any  other  computer 
system.  MicroAge  can  show  you  how. 


Macintosh®  IIX 


7  EXPANDING 
YOUR  POWER  T 
BE  THE  BEST. 


MICROAGE  MAKES  IT  EASY| 

MicroAge  becomes  your  complete 
microcomputer  business  partner:  cod 
sultation,  needs  analysis,  planning  a\ 
designing,  networking,  integrating 
different  computer  systems,  training,! 
service  and  coutumuig  consultation.  % 
MicroAge,  you  become  a  valued  clio. 


Auihonzi'd  Dealer 

<  ■  I'Wd  MCCI  MiirnAgr  is  .1  rcgisicrL-d  Iriidcinjrk  (if  MiiroAgi-  Ccini|nni.'r  CcnUTS,  liu   MitroAge  is  an  iiiUTn.iliiin.il  s,ilcs  lug.iniz.ilion  iil  iijBH 


[ONAL  CAPABILITIES 
i  LOCAL  CONNECTIONS 

I  network  of  more  than  500  loca- 
MicroAge  offers  local  access  to  our 
ive  national  capabilities.  Founded 
6,  MicroAge  was  the  first  computer 


MicroAge  service  and  business  solutions  are  available 
from  over  500  franchised,  company-owned  and  dealer 
locations  on  three  continents. 

CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want  to 
help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  MicroAge  or  MicroAge 
Affiliate  location  nearest  you,  call 
1-800-876-1530. 


organization  to  develop  and 
nent  a  true  solutioiis  selling 
ich.  Nobody  can  answer  your 
:omputer  business  needs  better 
4icroAge  and  Apple. 


'The  1990s  promise  iinijor 
changes  in  both  teehnology 
and  the  business  climate. 
Tlie  key  to  both  personal  and 
organizational  success  will  be 
to  bring  new  technologies  to 
hear  on  critical  business  issues 
as  rapidly  and  efficiently  as 
possible.  MicroAge  is  in  busi- 
ness to  make  this  happen.  " 


Kcipcr,  President, 
Computer  Centers,  Inc, 


WE  CREATEDTAX-FREE  FUNDS. 
THEN  AGAIN.VUE  HAD  A  lOT  OF  INSPIRATION. 


Ever  since  modern  income  taxes 
were  introduced, administration  after  ad- 
ministration has  been  pledging  to  lower 
them.  Or,  at  least,  not  to  raise  them. 

Some  were  successful.  And  some 
weren't.  But  why  should  your  savings 
and  investment  income  be  subject  to  the 

Dreylus  Service  CiirporatiDii 


ups  and  downs  of  economic  policy'.' 

In  1976  we  went  to  Washington 
D.C.  and  lobbied  for  a  bill  that  allowed 
Dreyfus  to  offer  the  first  incorporated 
tax-exempt  fund. 

Today  we' re  happ\ 
to  offer  you  17  different 


^Preyfus 

The  right  fund  at  the  right  time. 


funds  that  w  ill  reduce  your  tax  exposure. 

So  why  wait  to  see  what  happens 
to  taxes  .*  Call  for  a  prospectus  and  start 
cutting  your  taxes  yourself.  Today 

1-800-645-6561  ext.  2243 
Please  read  it  carefully 
before  investing. 


evelopments  to  Watc 


ED  BY  NAOMI  FREUNDLICH 

IS  SOFTWARE  CAN  TEACH 
{OBOT  NEW  TRICKS 


Assembling  all  the 
parts  that  make 
up  a  pencil  sharpener  is 
pretty  easy.  But  try 
telling  a  robot  how  to 
do  it.  You  have  to  write 
an  intricate  program 
that  lays  out  every  sin- 
gle step  in  excruciating 
detail — unless  you  turn 
the  job  over  to  Archime- 
des, that  is. 

•chimedes  is  a  computer  program  that  automatically  fig- 
out  how  the  parts  should  fit  together.  With  it,  robots  can 
eh"  themselves  to  assemble  even  complicated  mechanical 
ucts.  Just  give  Archimedes  a  three-dimensional  model  cre- 
with  a  computer-aided  design  (CAD)  system,  and  the  soft- 
;  tries  various  step-by-step  routines  until  it  finds  one  that 
cs.  This  assembly  plan  can  then  be  fed  to  a  so-called 
3iler,  which  converts  the  plan  into  the  specific  instructions 
ired  by  a  given  brand  of  robot. 

le  brainchild  of  David  R.  Strip,  a  computer  scientist  at 
lia  National  Laboratories  in  Albuquerque,  Archimedes  is 
g  developed  for  use  in  nuclear  weapons  plants.  But  Sandia 
so  looking  for  industrial  partners  to  put  the  software  to 
(  in  civilian  factories. 


AXING  SEVERED  NERVES 
CK  TOGETHER  AGAIN 


nlike  skin  or  muscle,  nerve  cells  don't  regenerate.  As  a 
result,  a  serious  injury  to  the  spinal  cord  or  nervous  sys- 
causes  irreversible  paralysis.  That's  why  scientists  have 
I  trying  for  decades  to  coax  severed  nerves  to  reconnect. 
;ransplanting  embryonic  tissue  or  other  pieces  of  nerves, 

have  achieved  some  limited  success.  Now,  scientists  at 
University  of  Texas  at  Austin  have  developed  a  more 
iiising  technique  for  literally  gluing  nerves  back  together. 

experiments,  the  scientists  first  sever  one  of  the  giant 
es  that  run  the  length  of  an  earthworm.  They  dip  both 
i  into  a  salt  solution  to  fully  open  the  wound.  Then  they 
a  small  amount  of  polyethylene  glycol,  which  is  used  to 
ilize  flavors  in  some  foods,  to  dissolve  portions  of  the  cell's 
ibranes  and  allow  the  ends  to  join — much  as  plumbers  use 
Ivent  to  soften  plastic  pipe  so  that  the  ends  fuse  together. 

earthworm  nerves  survive  the  procedure  unimpaired. 
I,  the  researchers  are  trying  the  approach  on  the  sciatic 
■e  of  rats. 


>U  CAN  FOOL  AN  AIDS  VIRUS 
ME  OF  THE  TIME 


he  Trojan  horse  worked  for  the  Greeks,  and  medical  re- 
searchers are  hoping  that  the  same  idea  can  help  in  the 
on  AIDS.  Researchers  at  Harvard's  Dana-Farber  Cancer 
itute  have  discover'ed  a  new  weapon  that  may  let  them 
/er  drugs  directly  to  cells  infected  with  HIV,  the  virus  that 
;es  AIDS.  This  is  important  because  a  major  stumbling 
it  in  developing  drugs  against  HIV  is  getting  them  to  where 
f're  needed. 


The  new  approach,  says  William  A.  Haseltine,  chief  of  retro- 
virology  at  I3ana-Farber  and  head  of  the  effort,  is  to  use  a 
disarmed  Hiv  that  still  has  the  ability  to  get  into  cells  suscepti- 
ble to  attack  by  the  virus,  such  as  white  blood  cells.  But  rather 
than  carry  viral  genes,  this  Hiv  will  carry  a  payload  of  genetic 
instructions  that  the  cell  can  use  to  make  its  own  HIV-killing 
drugs.  These  would  include  a  new  class  of  compounds  called 
antisense  oligos  (BW — Mar.  5)  that  would  interfere  with  the 
ability  of  the  AIDS  virus  to  reproduce  itself.  Or  they  might  be 
toxins  that  kill  only  infected  cells.  Haseltine  says  researchers 
are  now  planning  tests  of  this  new  weapon  in  the  laboratory. 
But  tests  on  humans  are  at  least  several  years  off. 


RED  ALERT,  RED  ALERT! 
THIS  DESIGN  MUST  BE  FIXED 


Computer-aided  engineering  systems  have  been  a  godsend 
for  the  electronics  industry.  Designing  complex  chips  and 
computers  is  no  longer  a  tedious  pencil-and-paper  job.  But 
even  though  the  design  process  is  automated,  it  doesn't  neces- 
sarily follow  that  it  is  also  integrated.  Testing  a  design's 
performance  and  manufacturability,  for  example,  is  usually 
handled  by  different  computers  and  software.  So  if  a  flaw  is 
detected,  the  design  must  be  run  back  through  the  original 
CAE  process  for  revision. 

Mentor  Graphics  Corp.  wants  to  speed  things  up.  At  the  end 
of  February,  the  Beaverton  (Ore.)  company  unveiled  an  elec- 
tronic design  automation  (EDA)  software  package  that  will  flag 
problems  even  before  a  design  is  finished.  A  warning  on  the 
CAE  system's  screen  will  alert  an  engineer  when  some  element 
of  a  planned  design  would  generate  too  much  heat,  say,  or 
cost  too  much  to  manufacture. 

Mentor  is  counting  on  its  new  Concurrent  Design  Environ- 
ment to  preserve  the  company's  No.  1  spot  in  the  EDA  market. 
But  the  product  won't  be  ready  for  six  months.  Meanwhile, 
rivals  such  as  Cadence  Design  Systems  Inc.  are  working  on 
their  own  integrated  systems.  And  an  industrywide  effort  to 
create  standards  for  linking  different  EDA  software  tools  could 
blunt  Mentor's  head  start. 


COMING  SOON  TO  ALL  SORTS  OF 
SCREENS:  THE  SPEED  OF  LIGHT 


Video-game  players 
may  soon  get  a  lesson 
in  Einstein's  theory  of  spe- 
cial relativity.  Two  gradu- 
ate students  at  Carnegie 
Mellon  University  can 
graphically  simulate  how 
objects  might  appear  if 
they  traveled  through 
space  at  nearly  the  speed 
of  light.  Ping-Kang  Hsiung  and  Robert  H.  P.  Dunn  have  devel- 
oped software  that  combines  the  fourth  dimension — time — and 
the  speed  of  light  with  a  common  graphic  technique  called 
light-ray  tracing  that  is  used  to  simulate  photography.  The 
result:  animations  of  objects  that  appear  to  bend  into  spectacu- 
lar geometric  shapes  as  they  travel  at  9991  the  speed  of  light. 

Researchers  think  this  4-D  space-warping  effect  is  a  natural 
for  video  games,  movie  special  effects,  and  television  anima- 
tions. Already,  entertainment  companies  are  lining  up  to  look 
at  the  technology.  Scientific  uses  may  show  up  in  simulating 
flight,  lensmaking,  and  verifying  data  relayed  to  earth  from 
space  probes.  CMU  has  copyrighted  the  software  and  has  pat- 
ents pending  on  the  technology's  two  mathematical  formulas. 
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A  SHADE,  A  SMELL,  A  SOUND,  A  FEELINQ 
A  VOICE  IN  THE  BACK  OF  YOUR  MIND 


What  does  quality  feel  like?  Look  like?  Sound 
like?  For  your  consideration,  here  are  the 
kinds  of  questions  the  Infiniti  Q45  and  M30 
engineers  asked  themselves.  Their  own 
answers  are  in  parentheses. 

Which  is  better  for  a  luxury  car?  Front-wheel 
drive  or  rear-wheel  drive?  ("We  contend  that 
front-wheel  drive,  where  the  steering  force 
changes  slightly  depending  on  the  amount  of 
throttle,  is  not  suitable  for  a  full-size  sedan.") 

What  should  the  steering  feel  like?  ("To 
achieve  a  smooth  steering  feel,  we  decided 
that  we  should  grind  the  tooth  face  of  the  gear. 
We  employed  this  costly  method  because  we 
believed  that  it  was  indispensable  for  our  car. 
As  a  result,  steering  wheel  stability  and  feel 
improved.") 

What  should  the  car  look  like?  ("The  Infiniti 
Q45  is  as  much  a  cultural  statement  as  it  is  a 
statement  on  automotive  design.  Thus,  we 
would  like  its  contemporary  design  to  be 
viewed  in  context  with  the  best  Japanese 
architecture,  fashion  design  and  contempo- 
rary Japanese  art.") 

What  should  the  interior  of  the  car  smell  like? 
("What  people  refer  to  as  the  new  car  smell  is 


really  the  smell  of  resins  used  in  the  car's  inte- 
rior. We  chose  to  avoid  the  use  of  those  ade- 
hesives  preferring  instead  the  aroma  of 
leather  which  only  improves  overtime.") 

How  should  the  door  handles  be  designed? 
How  should  the  push  buttons  work?  What 
should  the  gearshift  knob  and  the  steering 
wheel  feel  like?  ("Concerning  the  doorhan- 
dles: They  should  be  of  ample  size  so  that  a 
man's  hand  wearing  a  heavy  winter  glove  can 
open  it  easily.  Concerning  push  buttons:  They 
should  have  the  audible  click  and  the  feel  of  a 
well-made  button.  The  surface  of  the  button 
should  be  concave  and  smooth  so  that  a 
woman  with  long  fingernails  can  push  it  on 
and  off  without  cracking  a  nail.  All  touchable 
surfaces  on  the  Q45  should  be  designed  with 
great  regard  to  feel  and  texture.") 

The  result  of  a  thousand  small  decisions  made 
well  is  a  well-made  automobile.  But,  you  can 
appreciate  the  Q45  luxury  sedan  and  the 
M30  sports  coupe  even  if  you're  not  a  detail 
person. 

This  number:  1-800-826-6500,  will  connect 
you  with  the  Infiniti  dealer  nearest  you. 

Thank  you. 


created  by  Nissan 
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ENERGY I 


SURVIVAL  STORIES 
FROM  THE  OIL  PATCH 


1  Ufini 


How  three  companies  got  through  the  hard  times — and  how  they  plan  to  cash  in  during  the  reboui 


4ia 


It  isn't  a  full-blown  oil  boom— far  from 
it.  But  with  oil  prices  some  25"^^  higher 
than  two  years  ago,  the  bust  may  be 
over.  The  U.  S.  oil  patch  is  seeing  the 
first  faint  stirrings  of  new  activity. 
And  if  prices  continue  to  rise,  as  e.r- 
pected,  many  oil-field  companies  will 
turn  their  first  profits  in  yea  rs. 

Here's  a  look  at  three  companies 
that  are  particularly  well-positioned 
to  benefit  from  the  ivbound.  Each  is  a 
major  player  in  a  different  sector  of 
the  i)idustry — an  independent  produc- 
er, a  provider  of  oilfield  equipment 
and  services,  and  an  offshore  driller. 
The  strategies  each  coynpany  followed 
are  different,  too:  One  hunkered  doum 
in  the  slump.  One  kept  spending  to 
stay  primed  for  the  turnaround.  One 
just  got  lucky. 


MAXUS  ENERGY: 

A  STRIKE  IN  SUMATRA 


As  any  oilman  knows,  a  gusher- 
can  ease  a  world  of  troubles.  Just 
ask  Charles  L.  Blackburn,  chair- 
man of  Maxus  Energy  Corp. 

Maxus  used  to  be  the  oil  exploration 
and  production  arm  of  Diamond  Sham- 
rock Corp.  In  1987,  Diamond  Shamrock 
was  in  chaos.  A  takeover  bid  fr-om  raider 
T.  Boone  Pickens  Jr.  and  a  series  of 
management  errors  led  to  the  departure 
of  Chief  Executive  William  H.  Bricker. 
To  defend  itself  from  Pickens,  Diamond 
Shamrock  spun  off  its  marketing  and 
refining  business  and  renamed  itself 
Maxus.  The  company  then  loaded  up 
with  so  much  debt  that,  as  First  Boston 
Corp.  analyst  Timothy  J.  Cur-ro  says, 
Maxus  worked  moi-e  for  its  creditors 
than  for  its  shareholders. 

While  Maxus  is  still  losing  money,  it's 
turning  into  a  prime  example  of  how 
quickly  fortunes  can  change  in  the  oil 
patch.  In  1987,  a  mountain  of  debt  pro- 
duced $540  million  in  losses.  But  Black- 
burn decided  to  stake  Maxus  to  a  huge 
gamble  in  Indonesia  anyway.  Although 
Diamond  Shamrock  and  others  had  just 
spent  five  years  drilling  13  dry  holes  in  a 


southeast  Sumatran  basin,  Blackburn's 
engineers  pleaded  to  keep  going.  As  oth- 
er companies  gave  up,  Blackburn  gave 
the  go-ahead  to  drill.  The  result:  two 
huge  discoveries  holding  an  estimated 
275  million  barrels. 

The  Sumatran  str-ikes  are  a  big  reason 
Maxus  has  been  able  to  find  an  average 
of  1  times  the  oil  it  pr-oduces  each  year 
for  the  past  four  years.  After  selling 
less  productive  assets,  Blackburn  now 
has  the  equivalent  of  301  million  barr-els 
of  oil  and  gas  reserves.  At  their  peak  in 
1991,  the  Sumatran  fields  will  let  Maxus 
double  its  current  output  rate  of  about 
57,000  barrels  a  day.  Moreover,  because 
the  reserves  are  so  large,  Maxus' 
over-all  finding  costs  fell  to  $3.17 
per  barr-el  in  1989,  compared  with 
the  industry's  $6  aver-age. 

That  gives  Blackburn  some 
br-eathing  room.  Since  1988,  he 
has  been  able  to  pare  debt  from 
$870  million  to  $747  million,  and 
he  expects  to  save  $20  million  in 
interest  this  year.  At  the  same 
time,  he  boosted  the  development 
budget  60%  for  1990,  to  $320  mil- 
lion. The  improved  cash  flow  has 
helped  enormously.  Blackburn 
also  sold  $310  million  in  proper-- 
ties  last  year,  including  Maxus 
Energy  Canada,  which  Kerr- 
McGee  Corp.  bought  for  $141.5 
million.  Meanwhile,  he  has  fi-eed 
Maxus  from  some  of  Br-icker's  ex- 
cesses. Gone  ar-e  a  fleet  of  air- 
planes and  a  $1  million  executive 
box  at  the  Dallas  Cowboys'  Texas 
Stadium. 

DEBT  LOAD.  Even  with  his  big 
strike,  however,  Blackburn  has  a 
tough  r'oad  ahead.  Maxus'  debt 
still  makes  up  56%-  of  capitaliza- 
tion. Despite  a  5%  increase  in  rev- 
enues last  year,  to  $603.5  million, 
the  company  lost  $31  million  pri- 
marily because  of  its  $94  million 
in  interest  expenses.  Of  cour-se, 
those  results  look  good  compared 
with  Maxus'  1988  loss  of  $132  mil- 
lion. And  by  funding  development 
in  spite  of  the  ragged  bottom  line, 


Blackburn  is  betting  on  the  futu 
Those  bets  have  paid  off  before.  1 
62-year-old  engineer  has  long  dem 
strated  skill  in  finding  oil.  He  came 
Diamond  Shamr-ock  in  1986,  after 
year-s  with  Shell  Oil  Co.,  where,  as  h( 
of  worldwide  production,  he  made  SI 
one  of  the  lar-gest  pr-oducers  in  the  G 
of  Mexico.  "It  was  Charlie's  instin 
that  wer-e  crucial  to  Maxus  finding  o 
says  analyst  Thomas  A.  Petrie  of  Pel 
Parkman  &  Co.  in  Denver.  Maxus 
home  free.  But  if  energy  prices  k 
climbing,  Blackburn's  nose  for  oil  co 
pay  off  handsomely. 

By  Jim  Bartimo  in  Da< 
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KER  HUGHES:  IT  PAYS 
BE  A  BIG  SPENDER 


taker  Hughes  Inc.  Chairman 
James  D.  Woods  isn't  shy  about 
throwing  around  his  weight — or 
loney.  When  Hughes  Tool  tried  to 
out  of  its  merger  with  Baker  Inter- 
nal in  1987,  he  pushed  the  deal 
igh  by  threatening  a  $1  billion  law- 
And  last  December,  he  agreed  to 
$550  million,  a  stunning  25  times 
X  earnings,  for  Norton  Co.'s  high- 
drilling  unit,  Eastman  Christensen. 
)ods's  aggressive  ways  have  turned 
r  Hughes  into  an  oil-patch  power- 
While  other  oil-field  service  com- 
s  were  still  suffering  through  the 
t  drilling  slump  in  decades.  Baker 
les  made  $85  million  on  $2.3  billion 
•les  in  the  fiscal  year  ended  last 
imber.  Earnings  rose  46%  in  the  lat- 
uarter.  Now,  Woods  is  pushing  into 
ing  new  fields  such  as  horizontal 
ig,  which  uses  a  curved  drill-pipe  to 
cross  several  oii  formations, 
fore  pushing  Baker  Hughes  into 
ig's  future,  though,  Woods  had 
past  baggage  to  unload.  When 
ir  merged  with  Hughes,  which 
s  drill  bits  and  provides  oil-field 
:es,  Hughes  had  just  racked  up  an 


$806  million  annual  loss  after  a  troubled 
expansion.  Woods,  who  earned  a  reputa- 
tion for  skillful  restructuring  in  his  rise 
to  the  top  slot  at  Baker,  quickly  installed 
his  own  executives,  then  began  slashing 
costs.  He  fired  6,000  employees,  idled 
several  plants,  and  completed  a  $1  billion 
write-off.  By  the  time  the  dust  settled, 
Woods  had  cut  $90  million  in  annual 
costs  and  shed  several  marginal  units. 
TRICKY  JOBS.  The  restructuring  left  Bak- 
er Hughes  with  a  more  focused  oil-field 
lineup,  including  drill  bits,  fluids,  and 
various  "downhole"  services,  such  as 
well  pumping  and  monitoring.  The  com- 
pany is  No.  1  or  2  in  nearly  all  its  mar- 
kets. And  many  of  these  services  are 
used  in  reviving  old  wells,  a  more  stable 
business  than  exploration.  That  explains 
Baker  Hughes's  healthy  operating  mar- 
gins even  in  bad  times — nearly  127c  on 
some  well  services. 

Woods  isn't  through  yet.  Although 
profitable,  his  pumping-service  unit  lags 
far  behind  leader  Halliburton  Co.  Woods 
tried  to  sell  the  division  last  year  and 
will  probably  haul  it  back  to  the  auction 
block.  But  his  biggest  challenge  is  devel- 
oping new  services  to  keep  up  with  ma- 
jor oil  customers.  Much  future  drilling 
will  be  in  harsh  Arctic  and  ocean  re- 
gions, which  require  special  services  and 
equipment.  Companies  are  also  testing 


techniques  such  as  horizontal  drilling  to 
make  existing  fields  more  productive. 

If  Washington  approves  the  Eastman 
Christensen  deal,  as  expected,  Woods 
will  control  the  leader  among  these  few 
companies.  And  while  horizontal  drilling 
accounts  for  just  a  fraction  of  all  wells 
today.  Woods  believes  there  could  be  as 
many  as  20,000  in  10  years. 

The  deal  has  risks."  It  will  add  $250 
million  of  debt  and  raise  Baker's  debt- 
equity  ratio  to  almost  347  ,  high  by  the 
standards  of  its  cyclical  business.  But 
Woods  can  still  sell  some  assets,  and  the 
worst  appears  to  be  over  in  the  oil  patch. 
"We've  witnessed  the  agony  of  defeat, 
and  now  we're  feeling  some  of  the  thrill 
of  victory,"  he  says.  A  Salomon  Broth- 
ers Inc.  survey  shows  that  oil  companies 
will  boost  exploration  spending  10.57c 
this  year,  which  should  keep  drillers 
busier.  If  anything.  Woods — and  Bak- 
er— may  just  be  warming  up. 

By  Mark  lirij  in  Houston 
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or  Rowan  Cos.,  the  catastrophe 
came  just  in  the  nick  of  time.  By 
1988,  the  oil-patch  slump  was  hand- 
ing the  big  offshore  driller  its  third  con- 
secutive year  of  losses, 
and  Rowan's  stock  had 
slumped  to  5%  from 
16y2  in  1983.  Then,  in 
December,  a  vicious 
storm  sank  a  giant 
Rowan  rig  off  Nova 
Scotia.  The  $90  million 
insurance  settlement  for 
the  accident,  which 
caused  no  loss  of  life, 
helped  tide  the  Houston- 
based  company  over  in 
1989,  when  Rowan  lost 
an  additional  $33  million 
on  sales  of  $226  million. 

Now,  Rowan  is  poised 
to  take  advantage  of 
some  happier  events  in 
the  oil  patch.  In  the 
Gulf  of  Mexico,  more 
than  four  out  of  every 
five  drilling  rigs  are 
now  working,  and  daily 
rental  rates  have  risen 
as  much  as  307  since 
last  fall  (chart).  If  the 
recovery  continues, 
Rowan  Chairman  C. 
Robert  Palmer  predicts 
that  his  company  will 
turn  an  operating  profit 
in  the  second  quarter. 
Rowan's  stock  is  up  to 
$12  a  share.  Palmer  has 
even  offered  an  estimat- 
ed $400  million  in  the 
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Contrary  to  popular  belief,  this  is  not 
the  ideal  physique  for  a  bank. 

These  days,  most  banks  are  groping  tor  just  about  any  kind  of  business 
opportunity  they  can  get  their  hands  on.  Whether  it's  littie  Billys  passbook  savings 
account,  or  the  cash  management  responsibilities  at  William  Sr.s 


corporation. 

Not  Continental  Bank,  however.  Rather  than  grasp  indiscriminately  at 
eight  different  opportunities  at  once,  we've  chosen 
to  focus 


our  energies  exclusively 
on  one:  business  banking.  The  result  is  a  bank  undivided  in 
its  interests,  and  wholly  committed  to  serving  you,  the 
business  banking  customer. 

If  this  concept  sounds  familiar, 
tliat's  because  it  is.  Everywhere  you 

look,  in  virtually  every  American       ^    industry  (with  the  sole  exception 
of  banking),  forward-  thinkin^^     ^4 companies  are  pulling  in  their  tentacles. 

we  hopped  on  this  specialization 
ban  --Ik  wagon  well  ahead     MlFoi  most  other  banks.  WHiich 


{  19yU  CiintinLnui  Hank  N  A  251  South  l  iSallt  Street,  Chjcj^".  Illinois  6(169        '  ^ 


means  now,  with  fewer  items  on  our  plate,  we're  able  to concentrate 
on  developing  a  more  sophisticated^^    ^..^HlP^^^^set  of  fmancial 
services  and  products.  Like  corporate    ^^investment  strategies,  for  instance 

I 

tructuring  advice.  Capitalization  ideas.  \ 


fmancial  risk  management  tools 
to  collars  to  corridors—  as  well 
begin  witli  the 


And  a  whole  host  of  innovative 
ranging  from  caps  to  captions 
as  a  few  that  don't  happen  to 
letter  "c!' 

So  how  has  all  this  paring 
own,  this  channeling  of  resources, 
and  this  tightening  of  focus  affected 
Continental  Bank?  We're 
infmitely  stronger 
and  more 


importantly,  are  our  clients. 
If  you'd  like  to  learn  more  about  our  unique  singlemindedness,  and  how 

it  can  help  your  company  grow,  we  encourage  you  to  call 
s  at(312)828-5799;^fe^..,.,«.fig#^*^^  if  you'd  prefer,  we'd  be 

ppy  to  visit  you  in  person.  We  can  promise  you  one  I  thing  about  our  bankers— 


they  all  have  a  maximum  of  two  legs.         COIltinGlltdl  Bsnk 

A  new  approach  to  business'. 


if  ej'fmi:  Atlanta,  Chicago.  Dallas,  Itn  Arjjelcs,  Miami  and  Ncu  York      hknaluiTul  nffmi:  Buenos  Aires,  taratas,  Franklurt,  Honf  Kone,  London,  Mexico  City,  Milan,  Pans,  Santiago,  Sao  Paulo,  Singapore  and  Tokyo 


When  it  comes  to  room  service, 
the  Prince  never  sleeps. 

At  Prince  Hotels,  our  24-hour  room  service  awaits  you  with 
extraordiiTary  cuisine  and  courtesy,  no  matter  what  hour  you  arnve 
And  this  IS  merely  one  of  the  great  pleasures  you  will  discover  in  the  spirit  of  the  Prince, 
at  more  than  fifty  outstanding  hotels  throughout  lapan  and  around  the  world. 

0  PRI9CE  HOTELS 


USA  800-542-1 


i/CANADA  800-268-7677/NEW  YORK  212-889- 5928/LOS  ANGELES  213-689-4800/ 
TORONTO  416-444-251WANCOUVER  604-733-3177 


CELLULAR,  FIBER  OPTICS  AND  MORE. 


Telecommunications: 
An  Industry  for  the  '90s. 

Fidelity  Select  Telecommunications  Portfolio  lets  todav  s 
investors  participate  in  the  rajiidly  changing  world  of  communications. 
From  advanced  technologies  like  fiber  optics  to  the  fast  growth  of  cellu- 
lar phone  systems,  this  fund  searches  for  the  companies  poised  for 
growth  in  the  decade  ahead.  As  with  any  stock  fund,  share  price  may 
be  volatile. 

Start  with  only  $1,000  ($500  for  your  IRA).  You'll  also  enjoy:  •  Free 
Sector  Dvnamics  Newsletter  •  2^  hour  toll-free  service. 


Call  24  hrs  1-800-544-8888 


Fidelity  Select  Portfolios.*^  For  mure  C(jniplele  information,  including 

nmnam-nit-nl  fees,  f\|iciist  s  ami  ihe  liiiid  s  i",,  sales  charge  and  T'-fi  deferred  sales  charge, 
call  iir  write  fur  a  free  prospectus  {'lease  read  it  carefulK  hefure  investing  ur  sending  niunev 
FideliU  Distnhuturstjirporaliun  ideneral  Disirihuliun  ■\gent),  P()  Box  ddOddi  Dallas.  TX 
"S2()(>0(il)i  Service  for  the  hearing  impaired.  TDD/1-800-S44-0118. 


Fideliiy 


Inuesimenis  ® 

CODE;  BW/TEL/031290 
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hotly  contested  bidding  for  Penrod  EJ 
ing  Co.'s  39  offshore  rigs,  form:l; 
owned  by  the  Hunt  brothers. 

Pahiier  can  take  much  of  the  crii 
for  the  revival  of  Rowan.  A  formeni 
field  roughneck  who  rose  through  oi 
ranks,  he  has  fashioned  Rowan  into  a 
of  the  best  run,  most  modern  fleet  ii 
the  industry.  Says  Sam  Z.  Albright 
analyst  with  Howard,  Weil.  Labouij 
Friedrichs  Inc.:  "Palmer's  a  visiona: 
BUSY  RIGS.  For  a  while,  though,  Palje 
looked  less  like  a  visionary  than  ii 
someone  who  was  seeing  things.  In&h 
of  retrenching  when  the  industry  |g 
lapsed  in  1986,  Palmer  refused  to  idleis 
rigs  or  fire  employees.  Instead, 
worked  them  for  whatever  he  could 
covering  his  losses  by  selling  $60  mi 
in  new  common  stock.  The  move 
gered  existing  shareholders,  w 
stock  was  diluted  by  17%,  and  Ro| 
still  might  have  gone  over  the  ed 
not  for  the  rig  accident  and  the  co 
ny's  profitable  business  of  providin 
licopter  service  for  offshore  rigs. 

Palmer's  risky  strategy  is  now  pa; 
off.  Because  he  kept  pouring  money 


Rowan's  jackup'  rigs  boal 
some  of  the  best  crewsj 
maintenance,  and  equipmc 
in  the  industry 


operations.  Rowan's  "jackup"  ni 
named  because  of  the  three  legs 
elevate  them  above  the  water- 
among  the  best  manned,  maintained] 
equipped  in  the  business.  Says  Mol 
L.  Jones,  an  operations  manager  at 
lips  Petroleum  Co.,  which  hires  Rq 
rigs  in  the  Gulf:  "They're  one  of  the) 
technically  and  one  of  the  safest.' 
this  enables  Rowan  to  command  a  pi 
um.  In  the  Gulf  of  Mexico,  its  12  jacl 
get  about  $4,000  tnore  per  day  thar 
typical  $20,000-a-day  rig.  And  19  of  1 
an's  23  rigs  are  now  working.  "Ul 
the  wheels  come  off  OPEC,  we'll  havJ 
best  year  since  1982,"  Palmer  says.[ 
Palmer  expects  his  industry  to  eii| 
dominated  by  a  few  giants — inch 
Rowan.  He  had  hoped  to  help  mattel 
snapping  up  Penrod,  but  he  may  nog? 
his  wish.  Loews  Corp.,  which  has  qi;ti 
been  pushing  into  drilling,  is  the  favHi 
to  win  the  bidding.  The  scent  of  a  ir 
around  may  be  luring  new  compeloi 
to  the  oil  patch.  But  after  makii;  ' 
through  the  bad  times,  Rowan  is  afflu 
bet  to  survive  any  good  times  that!ai> 
pen  to  come  its  way. 

By  Mark  Ivey  in  Ho.tO' 
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THE 
PICTURE  OF 
HEALTH. 


The  more  physicians  can 
see  inside  a  patient,  the 
more  information  they  can 
gather.  The  more  insightful  their 
diagnoses  can  be.  And, of 
course,  the  more  hope  there  is 
for  the  patient. 

Toshiba's  cardiovascular 
angiographic  systems  offer 
doctors  new  ways  to  take  pictures 
of  what's  inside  the  human  heart 
faster,  easier  and  with  more 
accuracy  than  ever  before. 

Now  doctors  can  see  mul- 
tiple images  simultaneously. 
Images  can  be  enlarged.  And 
computer- enhanced  color  can  be 
added  to  increase  information 
and  diagnostic  capability. 

Throughout  all  our  medical- 
related  technologies,  from  X-rays 
and  computer  tomography 
scanners  to  magnetic  resonance 
imaging  and  imaging  processing, 
Toshiba's  vision  has  always 
been  clear:  to  build  the  most 
sophisticated  diagnostic 
equipment  in  the  industry. 

Not  just  for  the  health  of 
our  business, but,  more 
importantiy,  for  the  health  of  the 
people  who  need  it. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  more  information,  write  Toshiba  America  Medical  Systems.  Inc.,  2441  Michelle  DnveJustin.CA  92680  or  call  1-800-421-1968 
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won  t  fierorne  ofisolete. 
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How  re  you  going  to  do  it? 


h>  :i  (•(  iniriH  HI  lui-ines^  dilrninia.  liu\  lodaN  V  ?tate-ot-the-r 
(■()iii|)iiirr».  (iiiK  Id  watch  ht'lj)lt'r-,'«K  a^  toniormu  V  new  iechnol<;} 
pa^srs  >( )  hdw  can  \ou  keep  xour  >\^tcni  current.  \our  buint^ 

c()inpe'iiti\e.  and  remain  prepared  lor  what  the  future  holds'/ 

The  SeciiritN  Of  Protecting  ^our  Investment. 
I  111-  an-wer     -iniple.  hi\>'-t  in  lli<'  IMM  l'<-r-(inal  >\-leni.  ll'  tiin; 
(it  l  onipui.-r-.  P>  2'-  run  \(iur  1  X     and  (  >.'^  2  apj)lications.  alww 
\<  lu  to  l\erp  all  \(  lur  -I  lit  ware  and  tile-.  -( i  e\fr\  thin^^  can  reniiii 
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PS/2  it! 


ed  32-bit  bus.  IBMs  Micro  Chaniier  And  nou  need  oiiK 
its  386™  platlorni  witli  our  new         Power  Platlorm 
e  it  IB^^s  fastest  \X.  cwr. 

he  Solution  Is  IBM.  And  tlial'-  just  tlie  begiuuiun. 
ie  IBM  is  committed  to  makini:  sure  vour  \alual)le 
lent  in  the  PS/2  stays  \alual)le  lor  vears  to  come.  So  a> 
logy  continues  to  race  ahead,  as  we  all  know  it  wi 

positioned  to  take  ad\antage  ol  it.  Contact  vour 
uthorized  Dealer  or  IBM  marketing  represent  at  i\e 
ealer  near  you.  call  1  800  IBM-2468.  ext.  180. 
id  out  why  a  PS/2  on  \our  desk  to(la\  will 

keeping  you  competitixe  tomorrow. 


KING 
CUSTOMER 


Early  one  afternoon  in  late  198^, 
Premier  Industi'ial  Corp.  got  a  call 
from  the  manager  of  a  Caterpillar 
Inc.  tractor  plant  in  Decatur.  111.  A  SIO 
elecmcal  relay  had  broken  down,  idling 
an  entire  assembly  line.  A  sales  repre 
sentative  for  Premier,  a  distributor  of 
industrial  parts,  located  a  replacement  at 
the  company's-  Los  Angeles  warehouse 
and  rushed  it  to  a  plane  headed  for  St. 
Louis.  By  10:30  that  night,  a  Premier 
employee  had  delivered  the  pan.  and  the 
line  was  up  and  running.  "You  can  t 
build  u-actoi"S  if  you  can't  move  the 
line."  says  Vem  Jourdan.  a  Catei-pillar 
purchasing  analyst.  ""They  really  saved 
us  a  whole  lot  of  money." 

Such  sen'ice  costs  Premier  a  bundle, 
but  it  pays  off.  Premier  can  charge  up  tC' 
o(y~c  more  than  competitors  for  eveiy 
one  of  the  250.000  mundane  industrial 
pans  it  stocks,  and  its  retium  on  equit\" 
was  a  healthy  27.8^-  on  sales  of  8596 
million  in  1989.  Says  co-founder  and 
Chaii-man  Monon  L.  Mandel:  "To  us. 
customer  senice  is  the  main  event." 

Like  Mandel.  lots  of  U.  S.  manager.- 
are  talking  about  customer  senice  these 
days.  They  figure  that  companies  can 
score  big  gains  in  sales  and  profits  by 
satisfying  customers  first.  But  Mandel 
and  other  managers  aren't  just  talking 
about  senice  with  a  smile  and  money- 
back  guarantees.  They're  talking  abou: 
organizing  entire  comipanies — from  re- 
search to  manufacturing,  from  informa- 
tion systems  to  pay  incentives — around 
gi\ing  customers  what  they  want.  Says 
Roger  A.  Enrico,  president  of  PepsiCo 
Worldwide  Beverages:  "If  you  are  total- 
ly customer-focused  and  you  deliver  the 
I  senices  your  customers  want.  ever\"- 
thing  else  will  follow." 
JUST  A  FAD?  Some  zealous  executives 
and  management  gurus  have  already  la- 
beled the  1990s  the  Decade  of  the  "Cus- 
tom.er.  Publishers  are  churning  out 
I  books  with  such  titles  as  TTie  Sen-ice 
I  Advantage  and  Customer  Satisfaction 
j  Guaranteed.  Consulting  firm  McKinsey 
I  &  Co.  reports  that  its  customer-senice 
I  work  has  tripled  in  the  past  three  years. 
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ansulLant  Bain  &  Co.  has  developed 
del  for  measuring  the  dollars-and- 
value  of  retaining  customers 
gh  better  service. 

s  sudden  flare-up  of  enthusiasm 
!Sts  that  "customer  focus"  could 
le  just  another  boardroom  fad  with 
ong-term  results.  And  many  con- 
re  would  laugh  at  the  idea  that 
car  dealers,  and  airlines  are  of- 
;  better  service.  Even  the  champi- 
[  this  new  approach  wonder  if  com- 
;  are  really  catching  on  to  the  idea. 
;  top  managers  are  recognizing 
lave  to  be  customer-focused,"  says 
;  M.  Hulbert,  a  marketing  profes- 
t  Columbia  Business  School.  "But 
lon't  always  recognize  the  way  the 
— ••  -  — s  organization  has  to 
change. " 

Still,  many  execu- 
tives realize  that  they 
had  better  move  from 
1  to  action.  For  encouragement, 
point  to  American  Express,  Nord- 
,  and  American  Airlines,  which 


have  built  profits  on  a  sophisticated  ap- 
preciation of  customer  needs. 

Paying  attention  to  the  customer  isn't 
exactly  a  new  concept.  Back  in  the 
1950s,  General  Motors  Corp.  helped 
write  the  book  on  consumer  satisfaction 
by  designing  cars  for  every  lifestyle  and 
pocketbook.  This  was  a  breakthrough 
for  an  industry  that  had  been  largely 
driven  by  production  needs  ever  since 
Henry  Ford  promised  any  color  car  as 
long  as  it  was  black.  GM  rode  its  insights 
into  customers'  needs  to  a  52%  share  of 
the  U.  S.  car  market  in  1962. 

But  with  a  booming  economy,  a  rising 
population,  and  virtually  no  foreign  com- 
petition, many  U.  S.  companies  had  it  too 
easy.  Through  the  1960s  and  into  the 
1970s,  many  could  sell  just  about  any- 
thing they  could  produce.  With  custom- 
ers seemingly  satisfied,  management 
concentrated  on  cutting  production  costs 
and  making  splashy  acquisitions. 

To  manage  these  growing  behemoths, 
chief  executives  turned  to  strategic  plan- 
ners for  help.  The  mbas  helped  create 
centralized  bureaucracies  that  focused 


on  winning  market  share — not  un  get- 
ting in  touch  with  remote  customers. 
"Markets  came  to  be  defined  as  aggre- 
gations of  competitors,  not  customers," 
says  Frederick  E.  Webster  Jr.,  a  market- 
ing professor  at  Dartmouth  College's 
Amos  Tuck  School  of  Business  Adminis- 
tration. Later,  the  wave  of  hostile  take- 
overs forced  managers  to  placate  Wall 
Street  with  short-term  results,  and  cus- 
tomers came  to  matter  even  less. 
TO  THE  RESCUE.  The  Japanese  were  the 
first  to  recognize  the  problem.  In  the 
1970s,  they  started  to  rescue  customers 
from  their  limbo  of  so-so  merchandise 
and  take-it-or-leave-it  service.  They  built 
loyalty  in  the  U.  S.  by  assiduously  un- 
covering and  accommodating  customer 
needs.  In  1973,  for  example,  Toyota  Mo- 
tor Corp.  opened  a  design  center  in 
Southern  California  to  fine-tune  its  cars 
for  American  tiistes.  In  Palo  Alto,  Sony 
Corp.'s  Video  Technology  Center  devel- 
oped a  new  approach  to  editing  video- 
tape for  CBS  that  cost  much  less  than 
competing  systems.  Sony's  innovation 
won  it  an  Emmy  award. 

When  American  companies  saw  for- 
mer customers  driving  Toyotas  stacked 
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fJawned  on  them  that  it 
might  be  time  to  change 
their  ways.  Ford  Motor 
Co.  was  one  of  the  compa- 
nies most  hurt  by  Japa- 
nese competition.  In  1980, 
its  U.  S.  market  share  had 
plummeted  to  17.2%  from 
23.5%  in  1978.  But  Ford 
has  benefited  from  follow- 
ing Japan's  lead.  Says 
Chairman  Donald  E.  Pe- 
tersen: "If  we  aren't  cus- 
tomer-driven, our  cars 
won't  be,  either." 

With  the  chairman  ada- 
mant about  the  need  to  lis- 
ten to  customers,  other 
Ford  employees  had  to  take  it  seriously 
as  well.  Ray  A.  Ablondi  Jr.,  Ford's  re- 
cently retired  head  of  customer  re- 
search, convened  a  focus  group  of  car 
buyers  in  California  in  1980.  At  that  ses- 
sion, he  recalls,  "the  general  feeling  was 
we  had  let  them  down."  Even  worse, 
"people  of  college  age  said,  'I  don't  own 
a  Ford.  I  don't  know  anybody  who  owns 
a  Ford.  I  have  never  been  in  a  Ford.'  " 
EARLY  RESULTS.  The  news  shook  Ford 
into  action.  To  develop  the  Taurus  and 
Sable  models,  design  engineers  invited 
more  consumers  than  ever  before  to 
evaluate  prototypes.  One  result:  When 
consumers  complained  that  they  were 
scuffing  their  shoes  because  the  rear 
seats  lacked  foot  room,  Ford  sloped  the 
floor  underneath  the  front  seats,  wid- 
ened the  space  between  the  seat-adjust- 
ment tracks,  and  made  the  tracks  out  of 
smooth  plastic  instead  of  metal.  Buyers 
have  rewarded  Ford  for  such  efforts  by 
making  it  the  best-selling 
nameplate  in  California  for  the 
past  five  years. 

Now.  Ford  surveys  some  2.5 
million  customers  a  year  and 
regularly  invites  owners  to 
meet  engineers  and  dealers  to 
discuss  quality  problems.  It 
has  also  designed  a  software 
system  that  makes  it  easier  for 
executives  and  engineers  to 
use  customer-satisfaction  data. 
One  example  of  Ford's  greater 
responsiveness:  Even  though 
Chairman  Petersen  and  Design 
Vice-President  John  J.  Telnack 
wanted  to  ditch  the  boxy  Lin- 
coln Town  Car  in  the  mid- 
1980s,  the  company  kept  the 
sedan  after  surveys  showed 
that  older  drivers  still  loved  it. 
In  January,  the  revamped 
Town  Car  won  Motor  Trend 
magazine's  Car  of  the  Year 
award. 

Ford  still  has  a  way  to  go, 


^)  TALK  TO  YOUR  COMPETITORS'  CUSTOMERS  AS  WELL  AS  YOUR 
OWN— AND  FIND  OUT  WHY  THEY  DO  BUSINESS  ELSEWHERE 


though.  While  it  takes  the  Japanese  four 
years  to  design  and  launch  a  new  car, 
the  Taurus  will  have  been  on  the  road  10 
years  before  a  new  model  is  introduced 
that  incorporates  additional  consumer  in- 
put. And  Ford's  customer  follow- 
through  still  doesn't  match  Nissan's.  Ev- 
ery customer  who  buys  or  services  a 
vehicle  at  a  Nissan  Motor  Corp.  dealer- 
ship gets  a  call  from  an  outside  research 
firm  to  see  how  they  were  treated. 

Ford's  decade-long  effort  shows  how 
tough  it  is  to  transform  a  company  into 
an  operation  obsessed  with  pleasing  cus- 
tomers at  every  stage.  Hyatt  President 
Thomas  J.  Pritzker  says  there's  a  fallacy 
that  customer  service  can  just  be  turned 
on:  "Management  has  to  set  a  tone  and 
then  constantly  push,  push,  push." 

A  lot  of  U.  S.  executives  may  have  no 
choice  about  making  the  effort.  Demand 
for  many  consumer 
products  is  growing  at 
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MAKE  IT  EASY  FOR  CUSTOMERS  TO  REACH  YOU 
WITH  COMPLAINTS  OR  QUESTIONS 


only  the  same  slow  rate  > 
the  population.  And  te(  !• 
nological  advances  ha  . 
resulted  in  a  slew  of  pre  | 
ucts  of  similar  qualit  i 
which  makes  it  tough  1  [ 
companies  to  stand  oi  I 
while  price  competiti'  I 
has  resulted  in  margin-k,' 
ing  battles  for  mark* 
share.  ■ 
Creative  changes  in  sn 
vice  can  make  the  diff^> 
ence.  Extra  service  0- 
ables  Armstrong  Woii' 
Industries  Inc.  to  charl? 
higher  prices  for  fl 
tiles  and  Weyerhaeu! 
Co.'s  wood-products 
sion  to  command  premiums  for  its  col* 
modify  two-by-fours.  Weyerhaeuser  <!■ 
hanced  its  service  by  developing* 
computer  system  for  retail  home  cent^- 
and  lumber  yards  so  buyers  can  custom 
design  decks  and  shelving.  "Ther' 
hard  evidence  that  perceived-servi«- 
firms  can  charge  10%  more  for  th» 
products  than  competitors,"  says  S- 
chelle  A.  Yakovac,  a  manager  of  qual||:- 
positioning  at  GTE  Telephone  Operatic! 
Inc.,  which  markets  local  phone  servl- 
in  31  states. 

Since  the  mid-1980s,  the  top  managw 
of  Du  Pont  Co.  have  been  trying  to  bt 
ter  adapt  the  company's  technologi' 
achievements  to  customer  needs, 
cording  to  Du  Pont  Chairman  Edgar 
Woolard  Jr.,  the  biggest  problem  ]\ 
been  getting  researchers  and  manuftf . 
turing  employees  to  think  more  abct- 
customers  as  they  develop  new  matl 
als.  One  of  Woolard's  policies:  havip 
Du  Pont   technicians  spet, 
more  time  in  customers'  plai: 
to  figure  out  new  applicatii 
for  Du  Pont  products.  Tl 
sounds  like  a  simple  idea, 
it  took  Du  Pont  a  long  time} 
get  it.  As  a  result,  says  Da 
M.  McAndrews,  director  of 
dustrial  polymers,  "we  wt 
walking  away  from  a  lot| 
business." 

NEW  SHOES.  Du  Pont's  effo 
paid  off  at  Reebok  Internati 
al  Ltd.  Until  late  1987,  DuP 
just  sold  adhesives  to  the  si 
industry.  Then,  a  DuF*? 
salesman  in  Korea  asked  E 
bok  officials  how  Du  Pif^ 
could  help  them  further, 
result:  Du  Pont  polymer  tecl 
cians  incorporated  flexi 
plastic  tubes  developed  for 
auto  industry  into  the  soles 
Reebok's  new  ERS  lines, 
tubes  give  the  sneakers  m 
bounce,  and  the  success  of 
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les  helped  Reebok's 
et  earnings  rebound 
■>  after  a  17%  decline 
\.  "[Du  Pont]  helped 
mazing  ways,"  says 

Litchfield,  Ree- 

advanced-technol- 
Tianager. 

e  smaller  companies 
fewer  management 

are  finding  that 
al  relationships  be- 

senior  executives 
istomers  can  help, 
itroit  Diesel  Corp.,  a 

of  truck  engines, 
aney  for  years  as  a 
1  of  General  Mo- 
hen,  in  1987,  former 
,r  driver  Roger  S. 
i  bought  a  majority 

Penske,  a  former 
:  Diesel  distributor 
customer  through  his  truck-leas- 
siness,  requires  all  managers  and 
itors  to  call  or  visit  four  custom- 
day.  He  also  mvited  employees 
some  40  independent  distributor- 

0  visit  Detroit  Diesel's  new  ware- 
in  Canton,  Ohio.  These  customers 
;ted  250  changes  that  helped  the 
)use  cut  delivery  time  for  engine 
rom  five  days  to  three.  Emergen- 
irs  take  less  than  24  hours.  Now, 
;  Diesel  makes  money — $21  mil- 
operating  profits  last  year  on 

lillion  in  sales.  Market  share  for 
duty  truck  engines  has  gone  from 
1987  to  nearly  6%  in  1989. 
SRITTY.  Smaller  companies  can 
'  nimbler  at  applying  technologies 
elp  customers.  Everex  Systems 
1983  startup  in  Fremont,  Calif., 
s  personal  computers  to  wholesal- 

1  dealers  through  a  system  it  calls 
Response  Time.  Phone  orders  are 
ed  every  two  hours  so  the  factory 
just  assembly  to  match  demand. 
5  worked  out  well,"  says  Paul  D. 

president  of  Micro  Strategies 
I  computer  dealer  in  Alameda, 
"I  can  be  very  responsive  to  my 
lers,  and  I  don't  have  to  have  cash 
D  in  inventory."  Everex's  profits 
than  doubled  in  the  year  ended 
.989,  to  $21.25  million,  on  a  419- 
ncrease,  to  $377.3  million, 
iccessful  policy  of  customer  focus 

start  with  a  strong  commitment 
op  executives.  But  for  all  the  in- 
wal  work  by  CEOs,  the  nitty-gritty 
isfying  customers  often  falls  to 
lerks  and  factory  workers, 
riott  Corp.,  for  one,  knows  that 
•s  who  deal  directly  with  custom- 
1  make  or  break  a  marketing  pro- 
For  years,  Marriott's  room-service 
3S  didn't  live  up  to  its  potential, 
ter  initiating  a  15-minute-delivery 
itee  for  breakfast  in  1985,  Marri- 
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^  HIRE  YOUR  CUSTOMERS.  WHAT  BETTER  WAY  TO  BOOST 

SERVICE  THAN  TO  EMPLOY  SOMEONE  FROM  THE  OTHER  SIDE? 


ott's  breakfast  business — the  biggest 
portion  of  its  room-service  revenue — 
jumped  25%.  Marriott  got  employees  to 
devise  better  ways  to  deliver  the  meals 
on  time,  including  having  deliverers  car- 
ry walkie-talkies  so  they  can  receive  in- 
structions more  quickly. 

To  learn  more  about  service,  execu- 
tives are  putting  in  stints  at  the  front 
lines.  At  Xerox  Corp.,  executives  spend 
one  day  a  month  taking  complaints  from 
customers  about  machines,  bills,  and  ser- 
vice. At  Hyatt  hotels,  senior  execu- 
tives— including  President  Pritzker — put 
in  time  as  bellhops. 

A  more  substantive  change  than 
dressing  executives  in  uniforms  is  to 
give  employees  power  to  solve  customer 
problems  on  the  spot.  Montgomery 
Ward  Chairman  Bernard  F.  Brennan  has 
authorized  7,700  sales  clerks  to  approve 
checks  and  handle  merchandise-return 


GOOD  MONEY  FROM 
GOOD  SERVICE 

Companies  known  for  customer  satisfaction  often 
outperform  their  industry.  Some  examples: 


Avg.  annual 
sales  growth 

1987-89 


Avg.  return 
on  equity* 

1987-89** 


AMERICAN  EXPRESS 

14.4% 

18.3% 

FINANCIAL  SERVICES 

13.3 

15.6 

AMR 

20.3 

12.0 

AIRLINES 

14.6 

-0.5 

FORD  MOTOR 

15.3 

23.3 

AUTOS 

9.2 

13.1 

3M 

11.7 

19.8 

GENERAL  MFG. 

14.0 

14.7 

'Common  stockholders'  only 

**1989  data  estimated 

DATA:  COMPUSTAT  INC.,  COMPANY  REPORTS 


problems — functions  that 
once  were  reserved  for 
store  managers.  "Cus- 
tomers would  get  frus- 
trated when  the  man- 
ager wasn't  around," 
says  Brennan. 

To  reward  good 
service,  Montgomery 
Ward  and  other  com- 
panies are  linking  perfor- 
mance reviews  and  bonus- 
es to  customer-satisfaction 
ratings.  Until  1987,  GTE 
Telephone  Operations  in 
Irving,  Tex.,  a  $12.5  billion 
unit  of  GTE  Corp.,  gave 
customer-satisfaction  and 
quality  measurements 
only  a  1.5'>J  weighting  in 
compensation  evaluations 
for  managers.  GTE  has 
since  boosted  the  custom- 
er-service weighting  to  35'/!. 

As  the  gospel  of  customer  focus 
spreads,  more  companies  will  try  to  con- 
vince employees,  investors,  and  them- 
selves that  the  customer  really  does 
come  first.  That  doesn't  mean  every- 
thing will  go  smoothly,  though.  Nord- 
strom Inc.  has  a  great  reputation  for 
service,  but  it  has  recently  agreed  to  pay 
millions  to  employees  who  claim  they 
were  overworked.  And  many  store  own- 
ers are  talking  customer  focus  without 
following  through.  Consultant  Carol  A. 
Farmer  believes  many  retailers  say  to 
themselves:  "Of  course  we  want  to  give 
better  service — but  not  if  it  costs  us  any- 
thing." In  Farmer's  opinion,  "putting  a 
piano  player  in  the  atrium  because  it 
works  for  Nordstrom  and  putting  a  se- 
nior-citizen greeter  at  the  front  door  be- 
cause it  works  for  Wal-Mart"  is  not  the 
answer. 

COMPROMISE.  Indeed,  many  retailers  still 
don't  seem  to  have  a  good  grasp  of  their 
customers'  needs.  Sears,  Roebuck  &  Co., 
which  has  been  struggling  to  reverse 
the  sagging  fortunes  of  its  850-store 
merchandising  group,  doesn't  honor  any 
credit  cards  but  its  own.  Management 
argues  that  outside  credit  cards  don't 
generate  enough  business.  That  sounds 
reasonable,  but  it's  not  convenient  for 
Sears  customers.  In  February,  recogniz- 
ing that  it  might  be  losing  business  from 
holders  of  Visa,  MasterCard,  and  Ameri- 
can Express  cards,  Sears  compromised. 
As  of  Mar.  1,  those  customers  can  re- 
ceive on-the-spot  approval  for  a  Sears 
charge  card. 

Promising  customers  more  than  a 
company  can  deliver  can  be  disastrous, 
too.  Florida  Power  &  Light  Co.,  which 
had  been  selling  itself  as  a  master  of 
quality  control  for  the  better  part  of 
the  1980s,  incurred  the  wrath  of  consum- 
ers last  Christmas  when  it  failed  to  sup- 
ply enough  power  during  a  statewide 
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THE  POWER  OF  BELIEF:  #3  in  a  series 


Free  trade  always  sounds  good,  but 
mmeiime  to  fight  for  it. 


In  a  Fair-Trade 


world,  every  consumer  and  company  could 

buy  the  world's  best  quality  product  at  tliei 

• 

world's  best  price.  ■  This  belief  guides  iii 

I 

Motorola's  efforts  worldwide.  Our  success  ii 

I 

in  Japan  is  the  product  of  30  ^|( 

I 

years.  First  as  teacher,  later  as  loi 

I 

student,  only  now  as  friendly  lie 

I 

competitor  and  supplier,  ro, 

» 

We  have  learned  that  i( 


Motorola  recently  introduced  the 
JSMR  "  trunked  two-way  radio  system  and 
the  lirst  trunked  portable  two-way  radio  to  Japan. 


M.ilo.lm  Baldrigc 

Winner  1988  National 
Quality 
Award 


If; 


management  on  both  sides  must 
play  a  role.  We  build  unique 


products  for  each  market, 
and  strive  to  make  the  best 
in  the  world.  ■  We  fought 


Motorola's  pagers, 
like  this  one  manufactured  in 
Boynton  Beach,  Florida,  were  the  first 
pagers  imported  to  the  Japanese  paging  market. 


for  the  right  to  sell  radio  pagers,  cellular 
telephones  and  two-way  radios  in  Japan. 
Motorola  benefits.  So  do  its  customers.  So  do 
the  Japanese  consumers  who  use  Motorola's 


products.  Nobody  on 
earth  succeeds  alone. 


Building  On  Beliefs 


M)  MOTOROLA 


®  ,  Motorola,  Bravo  and  JSMR  are  trademarks  of  Motorola,  Inc.,  ©  1989  Motorola,  Inc 
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HOW  BRITISH  AIRWAYS 
BUTTERS  UP  THE  PASSENGER 


have  given 
of  the  best 


It  v^^as  our  first  transatlantic  trip 
with  our  infant  daughter,  and  my 
wife  and  I  arrived  at  London's 
Heathrow  Airport  laden  with  luggage 
and  baby  gear.  To  our  dismay,  a  com- 
puter failure  had  left  check-in  lines  40- 
deep.  We  were  just  about  to  settle  in 
for  an  ordeal,  when  a  British  Airways 
staffer  pulled  us  aside.  "You  don't 
want  to  wait  in  those  queues  with  a 
baby,"  he  said.  Grabbing  our  cart,  he 
ushered  us  to  a  special  desk  and  stood 
by  until  we  checked  in. 

Experiences  like  ours 
British  Airways  PLC  one 
service  reputations  in 
the  business.  A  poll  by 
the  International  Foun- 
dation for  Airline  Pas- 
sengers Assns.  ranked  it 
up  with  Singapore  Air- 
lines, Cathay  Pacific, 
Swissair,  and  American 
Airlines.  That's  an  im- 
pressive change  for  a 
carrier  that  in  the  early 
'80s  was  on  many  peo- 
ple's list  of  worst  air- 
lines. "The  attitude  was, 
'This  would  be  a  great 
place  to  work  if  it  wasn't 
for  these  bloody  custom- 
ers,' "  says  John  J.  Bray, 
chief  executive  of  Forum  Europe  Ltd., 
a  consulting  firm  BA  hired  in  1984. 

The  shift  started  in  1983,  when  Colin 
Marshall  took  over  as  chief  executive. 
The  British-born  former  CEO  of  Avis 
Inc.  adopted  a  novel  approach  for  ba: 
He  asked  customers  what  they  wanted. 
Surveys  showed  that  a  friendly  staff 
was  twice  as  important  as  operational 
factors  such  as  food  service  and  speed 
of  check-in  for  generating  goodwill. 
"We  decided  service  excellence,  not  op- 
erations, was  going  to  drive  the  busi- 
ness," says  Liam  Strong,  ba's  market- 
ing director. 

NEW  GOSPEL.  The  next  task  was  to  con- 
vince ba's  35,000  employees  that  trav- 
elers should  be  treated  as  individuals, 
not  components  to  be  shunted  down  an 
assembly  line.  Marshall  and  his  team 
tirelessly  preached  the  gospel  of  focus- 
ing on  the  customer  and  launched  an 
extensive  training  program. 

BA  also  dropped  some  of  its  old,  mili- 
tar>'-style  hierarchy  in  favor  of  more 
decentralized  decision-making.  Market- 
ing people  helped  decide  which  planes 


to  buy  and  how  to  equip  them.  Money 
was  poured  into  reservation  systems, 
uniforms,  and  plane  interiors.  Employ- 
ees, at  first  skeptical  and  still  shaken 
by  massive  layoffs  prior  to  Marshall's 
arrival,  grew  more  responsive  to  the 
training.  Privatization  in  1987  made 
74%  of  BA  employees  shareholders  and 
provided  further  motivation. 

Marshall  has  also  focused  on  Ba's 
most  important  group  of  customers: 
business  travelers.  Since  upgrading 
business  class  in  1987 — with  wider 
seats,  footrests,  and  expanded  menus 
and  wine  list — revenues  have  doubled 


BA  MANAGERS  LEARNING  WHAT  IT'S  LIKE  TO  BE  BLIND 


for  long  hauls  and  risen  13^^  in  Europe. 
UBS  Phillips  &  Drew  Ltd.  expects  ba's 
pretax  profits  to  grow  19'/^,  to  $544 
million,  on  about  $8.2  billion  in  sales 
for  the  fiscal  year  ending  Mar.  31.  Im- 
proved service  accounts  for  part  of  the 
gain,  but  so  does  the  Pan  Am  crash  at 
Lockerbie,  Scotland,  which  fed  fears  of 
flying  U.  S.  carriers. 

ba's  record  still  isn't  perfect:  Capaci- 
ty crowds  on  transatlantic  flights  since 
the  Lockerbie  disaster  have  over- 
stretched staff.  And  complaints  about 
on-board  service  continue  to  plague 
flights  within  Europe.  But  BA  is  trying 
harder.  The  airline  employs  60  trained 
problern-solvers,  called  "hunters,"  who 
roam  BA's  Heathrow  terminals.  Recent- 
ly, a  hunter  spotted  two  women  who 
had  come  off  a  delayed  Lufthansa 
flight  and  had  20  minutes  to  catch  a  BA 
plane.  After  radioing  ahead  to  preserve 
their  seats,  he  snatched  their  hand  lug- 
gage and  ran  with  them  to  the  gate. 
Such  service  helps  passengers  forget 
ba's  old  nickname:  Bloody  Awful. 

By  Mark  Maremovt  in  London 


freeze.  "W'hen  I  start  pumping 
pie's  service  expectations  and  do 
deliver,  I  end  up  giving  worse  se 
than  if  I  had  never  said  anything 
all,"  says  venture  capitalist  William 
Davidow,  co-author  of  Total  Custom 
Service. 

Leading  Edge  Products  Inc.  learn 
that  lesson  the  hard  way.  The  maker 
IBM  PC  clones,  which  was  plucked  out 
Chapter  11  last  November  by  Dae 
Telecom  Co.,  was  the  one  to  beat  seve; 
years  ago.  Besides  low  price,  the  conij 
ny  offered  a  15-month  guarantee — 
months  more  than  the  competition.  B 
after  an  ill-conceived  diversificati 
drained  cash  and  management  attentic 
it  couldn't  fill  orders.  And  when  its  n 
chines  acted  up,  consumers  couldn't  ^ 
help.  Leading  Edge  "was  a  victim 
their  own  marketing  success,"  says  R( 
ert  Orbach,  director  of  business  devek 
ment  at  47th  Street  Photo  in  New  Yol 
"They  couldn't  live  up  to  the  expec 
tions  they  set." 

COSTLY  MISTAKES.  As  the  battle  for  h; 
py  customers  heats  up,  even  compan; 
renowned  for  their  service  will  struggj 
IBM  is  desperately  trying  to  stay  on  t 
of  its  customers'  needs  in  an  era  of  gli 
al  competition.  One  way  it  is  doing  t; 
is  through  new  working  partnersh: 
with  customers.  The  company  recen 
teamed  up  with  Shearson  Lehman  H 
ton  Inc.,  for  instance,  to  design  softws! 
that  speeds  overnight  processing 
stock  trades.  But  with  the  market  full 
rivals  that  can  design  sophisticated  s 
terns  for  clients,  IBM  has  yet  to  make 
new  customer  focus  pay  off  in  renew 
profit  growth. 

Mail-order  guru  L.  L.  Bean  Inc.  is 
other  example  of  the  mistakes  eveiMsrieo 
customer-focused  company  can  make,  -t'ly.^ 
1988,   dissatisfied  customers  retun 
^2  million  worth  of  goods.  That  ref 
sented  14- f  of  Bean's  total  sales — and 
million  in  return  freight  charges. 

In  response,  the  company  scaled  hi  e  ^ 


c 


:rMar 
:  3  iter 

t<mii 
iini 


its  annual  revenue-growth  plans 
around  5%  from  25'/f.  Then,  since  ab( 
659'  of  the  returns  involved  wrong  siz 
employees  recommended  updating 
size  information  in  catalogs  and  in  ore 
takers'  computers.  Bean  is  also  retn 
ing  3,200  employees  in  techniques  t 
boost  customer  service  and  quality. 

It  seems  so  simple.  Businesses  exisft) 
serve  customers  and  should  bend  or 
backward  to  satisfy  their  needs.  But  o 
many  companies  still  don't  get  it.  Ancn 
the  1990s,  more  custorpers  are  likelyo 
take  the  opportunity  to  reward  the  os 
that  do. 

By  Stephen  Phillips  in  Cleveland  ^ 
Amy  Dunkin  in  Neie  York,  with  JametM 
Treece  in  Detroit.  Keith  H.  Hammondi^ 

Boston,  and  bureau  reports 
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What  good  is  theluxuiy  of  a 

tilt  steering  wheel  if  It 
cant  protect  you  in  an  emei^ncy? 


om  the  tilt  steering  wheel  to  the 
able  Mark  Cross  leather  to  the 
ty  II  stereo,  the  all -new  Chrysler 
1  Avenue  is  instant  gratification, 
iry  and  convenience  are  every- 
e.  But  in  a  driving  emergency,  only 
iresence  of  safety  matters.  To  you, 

0  Chrysler. 

Air  bags. 
Engineering  for  safety. 

driver  air  bag  is  standard  in  Fifth 
ue,  and  every  other  passenger  car 
'sler  builds  in  the  U.  S.  When  its  sen- 
detect  a  front-end  impact  of  over  10 
,  the  bag  inflates  to  protect  the 
:r's  head  and  chest... in  about  half 
ime  it  takes  to  blink  your  eye.  Com- 

1  with  a  lap/shoulder  belt,  Chrysler 
ags  provide  one  of  the  best  safety 
aint  systems  available  today. 

Engineering  for  performance. 

fth  Avenue  has  a  new  3.3-Iiter  V-6 
direct  ignition  and  multi-point  elec- 


tronic fuel  injection.  It  has  more  horse- 
power than  many  larger  competitive 
engines  and  delivers  90%  ot  its  thrust  at 
only  1,600  rpm  for  quick  response  and 
quiet  cruising. 

Ultradrive,  the  first  fully  adaptive, 


Driver-side  air  bag. 
Inflates  in  50  milliseconds. 


electronically  controlled  four-speed  auto- 
matic transmission,  senses  and  adapts  to 
changes  in  speed  and  driving  situations 
to  assure  a  smooth  ride  and  impressive 
fuel  efficiency. 

Warranty. . . better  than  Rolls 
or  Mercedes. 

Both  the  luxury  and  the  engineering  in 
the  new  Fifth  Avenue  come  with  remark- 
able warranty  coverage.  Crystal  Key 
Owner  Care  provides  5/50  bumper  to 
bumper  protection  unmatched  by  even 
Rolls  Royce  or  Mercedes?  That's  in  addi- 
tion to  Chrysler's  industry-leading  7/70 
powertrain  protection^ 

Unmistakable  luxury  Advanced  engi- 
neering for  safety  and  performance. 
Maximum  protection.  All  in  one  car. 
Chrysler  New  Yorker  Fifth  Avenue  for 

y/70 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler-Plymouth  Dealer 


There  Is  No  Luxury  Without  Engineering. 

See  5-year  or  50,000-rrule  limited  warranty  at  dealer.  Restrictions  apply  Excludes  normal  maintenance,  atiustments  and  wear  items.  Deductible  on  powertrain  after  5/50. 

tSee  7-year  or  70,000-mile  limited  warranty  at  dealer  Restrictions  apply 


.  Our  worl 

will  never  b 


'   '  -■■lit!??? 


Not  that  we^re  complaining. 

But  Microcom^  the  company  that  creates  sophisticated 
computer  workstation  connectivity  products  keeps  coming  back 
for  more. 

For  example^  the  products  that  they^re  designing  now  need  to 
work  with  ISDN^  the  high-speed  digital  network  of  the  future. 

In  the  spirit  of  partnership^  we  showed  Microcom  what  the 
future  will  look  like^  by  installing  one  of  the  first  ISDN  networks  in 
their  office. 

But  providing  Microcom  with  tomorrow's  technology  isn't  al 
we  do  for  them.  Recently  we  installed  a  new  corporate  telephone  sys- 
tem along  with  call  accounting  software  from  Telco  Research.  And  th( 
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3r  Microcom 
inished. 


VNEX'  Business  Centers  satisfied  their  personal  computer  needs.  | 

The  NYNEX  family  of  companies  would  like  to  work  with 
)u.  We  offer  you  everything  from  computer  networks  and  software  to 
e  advanced  services  of  New  England  Telephone^  New  \brk  Telephone^ 
ilco  Research  and  the  other  NYNEX  companies.  Call  us  at 
300  535-1535. 

We  can  provide  you  with  the  common  thread  that  meets  all 
Dur  information  needs. 

Need  to  communicate? Need  to  compute?  The  answer  is 

NYNEX 
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M  ;4itKETERS  I 


THE  AMERICAN  DRIVERS 
STEERING  JAPAN  THROUGH  THE  STATES 


How  their  knowhow  helps  Toyota,  Nissan,  and  Honda  capture  bigger  chunks  of  the  U.S.  market 


Despite  the  continuing  slump  in  U.S. 
auto  sales,  Japan's  carynakers  had 
their  share  of  triumphs  last  year.  In- 
cluding Japanese-built  vehicles  with 
American  names,  Japan's  share  of  the 
U.  S.  market  topped  JO''.  And  Honda  's 
Accord  edged  out  Ford's  Escort  as  the 
best-seller — a  first  for  a  foreign  car. 

Much  of  the  credit  goes  to  Robert  B. 
McCurrij,  Thomas  G.  Elliott,  and 
Thomas  D.  Mignanclli.  As  the  top 
Americans  at  Toyota,  Honda,  and  Nis- 
san, respectively,  they  decide  which 
models  are  available  in  the  U.  S. — and 
how  to  sell  them. 


1  DON'T  GET  MUCH 
STRESS.  I  GIVE  IT' 


They  call  him  Captain  Crunch.  By  (I 
a.m.,  when  he  arrives  at  his  Tor- 
rance (Calif.)  office,  Bob  McCurr\ 
has  already  nudged  a  dozen  East  Coast 
managers  and  dealers  over  his  car 
phone.  Next,  the  executive  vice-president 
of  Toyota  Motor  Corp.'s  U.  S.  marketing 
arm  tours  headquarters  to  see  who  else 
is  in.  Then,  he  reviews  sales  data.  Some- 
times, as  many  as  500  dealers  get 
monthly  reports  with  McCurry's  zinger: 
a  drawing  of  a  frowning  face.  "I  don't 
get  much  stress,"  he  says.  'T  give  it." 

McCurry's  crack-the-whip  style  may 
not  endear  him  to  everyone,  but  it  seems 
to  work.  Last  year,  Toyota  sold  some 
945,000  vehicles  in  the  U.  S.,  more  than 
any  other  Japanese  manufacturer.  Its 
new  luxury  model, 
Lexus,  is  besting  the 
Europeans  in  the  U.  S. 
In  just  six  months,  the 
$40,000  car  is  already 
outselling  Jaguar,  Audi, 
and  Saab  in  the  States. 

But  McCurry,  66, 
can't  afford  to  sit  back 
and  congratulate  him- 
self. His  goal  is  to  have 
10%  of  the  U.  S.  passen- 
ger-car market,  up  from 
7.37f  today.  Compared 
with  its  hard-charging 
rival  Honda,  Toyota 
was  late  building  U.  S. 
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HOW  JAPAN'S 
TOP  THREE  ARE  FARING 


■85  '86 
A  PERCENT 
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plants  to  help  it  dodge  import  quotas. 
And  it  was  slow  to  add  a  second  brand 
to  beef  up  market  share.  While  the  new 
Lexus  nameplate  may  help  him  meet  his 
goals,  McCurry  is  fighting  an  uphill  bat- 
tle. Even  he  believes  that  reaching  lO'v 
of  the  car  market — not  including  pickups 
and  vans — will  mean  surpassing  Hon- 
da's sales.  "We  don't  foresee  that  hap- 
pening in  the  next  five  years,"  says 
Christopher  W.  Ceder- 
gren,  senior  analyst 
at  J.  D.  Power  & 
Associates. 

The  man  Toyota 
picked  to  lead  its  U.  S. 
charge  was  an  ail- 
American  center  at 
Michigan  State  Univer- 
sity— and  the  only 
three-time  captain  in 
the  Spartans'  history. 
From  school,  McCurry 
went  straight  to  Chrys- 
ler Corp.,  eventually 
becoming  group  vice- 
president  for  sales.  Em- 


ployees recall  that  he  used  to  pounq 
the  walls  to  punctuate  his  lectures. 

But  in  1978,  after  28  years,  he  hd 
tiff  with  management  and  left.  Thej 
lowing  year,  golf  buddy  John  Z. 
Lorean  persuaded  him  to  get  back 
l)usiness  as  head  of  Mid-Atlantic  Toj 
a  privately  owned  distributor.  Two 
and  five  years  later,  McCurry  bec| 
Toyota's  top  American  executive. 
USEO-CAR  TRAINING.  One  of  McCur| 
prime  focuses  has  been  the  dealer 
nization.  He  has  instituted  business 
agement  courses  and  training  in 
car  sales,  among  other  programs,  it 
pushes,  he  shoves,  he  needles,"  .'jS 
Norman  K.  "Bucky"  Harris,  a  FnlM 
(Calif.)  Lexus  dealer.  "He  makes  5ii 
better  than  you  thought  you  could  / 
McCurry  is  as  blunt  with  his  Japa  se 
bosses  as  he  is  with  his  American  stl 
For  years,  he  has  prodded  the  pajnt 
company  to  improve  styling — an  el»rl 
that,  executives  say,  led  in  part  to  TfO- 
ta's  sleek  1990  Cel'ica,  MR2,  and  Pi'TS 
models.  "McCurry  has  more  power  an 
any  of  the  other  American  guys  at  Jjia- 


'■ 


:ompanie.s,"  says  an  admiring  rival. 
sn  he's  not  talking  cars,  he's  play- 
)lf.  McCurry  recently  carded  a  74 
,  76  in  Palm  Springs,  far  better 
his  12  handicap  would  suggest, 
have  to  play  golf  to  get  along  with 
ipanese,"  he  says.  Selling  a  lot  of 
lelps,  too. 


IGING  THE  DRUM 
DIY  AT  HONDA 


I  Mhile  Toyota  and  Nissan  raided 
9m  the  Big  Three  for  their  top 
Wm  American  managers,  Honda 
uietly  growing  its  own.  Tom  Elliott 

American  Honda  Motor  Co.  as  a 
in  the  sales  department  right  out 
difornia  State  College  at  Long 

in  1970.  The  company  had  been 
I  cars  in  the  U.  S.  for  only  three 
IS.  Now,  as  executive  vice-presi- 
for  automobile  operations,  Elliott 
!es  the  inner  workings  of  a  behe- 
that  built  or  imported  783,000  pas- 
r  cars  last  year. 

for  all  his  success,  Elliott,  48,  still 
grapple  with  his  share  of  chal- 
i.  With  total  U.  S.  auto  sales  ex- 
1  to  drop  6%  this  year,  Elliott  will 
advertising  25%,  to  an  estimated 
n.illion.  His  other  priority  is  turning 
ican  Honda  into  an  export  power- 
.  It  will  send  12,000  U.  S.-built  Ac- 
to  Japan  this  year  and  is  starting 
cars  in  a  score  of  other  countries. 
ih.  26,  he  announced  plans  to  ex- 
,0  Europe  next  year.  'To  tap  mar- 
that  remain  largely  unpenetrated 
ipanese  carmakers,  last  year  he 
two  minority-owned  ad  agencies  to 
)p  public-service  spots  in  the  black 
lispanic  communities,  such  as  one 
urges  Hispanics  to  answer  the 

3. 

ott  is  known  for  cultivating  rela- 
lips  at  all  levels  of  Honda.  In  a 
ese  company,  he  says,  "it's  usually 
^ou  know,  not  who  you  are,  that's 
est  helpful."  He  keeps  up  with  Jap- 
employees  who  have  returned  to 
from  stateside  rotations, 
e  encourages  his  U.  S.  em- 
is  to  take  similar  multiyear 
iments  abroad. 
■ABLE.  Elliott  worked  his 
up  through  various  Honda 
jobs,  including  regional 
ger.  Today,  he's  responsible 
.ost  departments  at  Ameri- 
■londa.  His  stern  manner 
e  intimidating — sometimes, 
lyees  say,  he  seems  impos- 
to  satisfy.  He's  especially 
about  advertising,  as  well 
sign,  features,  and  styling, 
ay  from  work,  Elliott  is 
-ehicle-mad.  A  bachelor,  he 
iround  the  country  to  take 


in  car  races  and  goes  on  weekend  jaunts 
with  his  1983  Honda  650  Turbo  motorcy- 
cle, a  collector's  model.  To  get  around 
his  hometown  of  Hermosa  Beach,  Calif., 
he  drives  a  tiny  Honda  City  Cabriolet 
that  he  bought  used  in  Japan.  It  cost 
$8,000,  and  he  spent  that  much  again 
outfitting  it  to  U.  S.  standards.  But  he's 
not  complaining:  The  last  thing  Elliott 
wants  is  an  import-it-yourself  boom. 


NUDGING  NISSAN 
BACK  INTO  THE  PACK 


Soon  after  Tom  Mignanelli  joined 
Nissan  Motor  Co.'s  U.  S.  market- 
ing operations  in  1987,  R.  W. 
Kastner  walked  in  and  unceremoniously 
dumped  a  three-foot-long  aluminum  bar 
on  his  desk.  Normally,  the  support  bar  is 
mounted  across  the  rear  of  a  racing  car, 
but  this  one  was  cracked.  Kastner,  direc- 


MIGNANELLI:  HE  REVIVED  RACING  AT  NISSAN 


tor  of  Nissan's  auto- 
racing  program,  de- 
manded to  know  how 
Nissan  expected  him 
to  win  races  when  it 
didn't  give  him  the  re- 
sources to  finish  them. 
He  was  so  upset,  re- 
calls Mignanelli,  "he 
started  yelling  at  me." 

He  wasn't  the  only 
angry  one  around  Nis- 
san headquarters.  The 
once  red-hot  company 
was  struggling.  It  had 
scuttled  its  Datsun 
lirand  in  favor  of  the 
less  familiar  corporate 
name  back  in  the  mid- 
'80s.  Then,  it  fielded  a 
line  of  stodgy  econo- 
boxes  that  met  with 
resounding  consumer 
indifference.  After 
years  of  breathing 
down  Toyota's  neck  in 
the  race  to  be  Ameri- 
ca's No.  1  import, 
Nissan  watched  as  up- 
start Honda  roared  by. 

Things  have  started  to  look  better. 
Sales  turned  up  last  year,  to  663,000. 
The  new  Nissan  Maxima,  240SX,  Infiniti 
Q45,  and  the  restyled  Z-car  got  rave  re- 
views. But  those  projects  were  j)ut  in 
motion  well  before  Mignanelli  arrived. 
Now,  he  must  come  up  with  his  own 
winners  to  maintain  Nissan's  momen- 
tum. With  the  Infiniti  selling  more  slow- 
ly than  expected,  Mignanelli,  45,  is  al- 
ready taking  heat  for  the  model's  soft- 
sell  ad  campaign.  Nissan  recently  rushed 
out  new  ads  that,  for  the  first  time,  actu- 
ally showed  the  car.  Another  priority  is 
helping  the  new  Stanza  compact,  which 
is  being  left  in  the  dust  by  Toyota's 
Camry  and  Honda's  Accord.  One  possi- 
ble remedy:  offering  rebates. 
WINNING  TEAM.  Mignanelli  has  spent  his 
entire  career  in  the  auto  business.  After 
graduating  from  Providence  College  and 
spending  three  years  in  the  Army,  he 
went  to  Ford  Motor  Co.,  where  he  even- 
tually became  national  sales  manager 
for  Lincoln-Mercury.  Nissan  recruited 
him  as  part  of  a  management  shakeup. 

He  quickly  moved  to  rebuild  morale. 
Sensing  that  a  sturdy  racing  squad 
"could  be  something  to  rally  around," 
Mignanelli  increased  the  auto-racing 
budget  to  nearly  $15  million  from  less 
than  $2  million.  Last  fall,  he  set  up  a 
race-car  design  unit.  He  even  installed  a 
stained-glass  picture  of  a  Nissan  racing 
car  next  to  his  front  door.  The  compa- 
ny's team  has  since  become  one  of  the 
winningest  in  professional  racing.  Now, 
Mignanelli  has  to  put  the  company  back 
in  the  winner's  circle,  too. 

Bi/  Larry  Armstrong  in  Los  Angeles 
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survey  our  rewards  chart.  Then,  call  your  travel 
agent.  Or.Continental  at  1-800-231-0856.  But  do  it 
soon.  Our  Foreign  Policy  offer  applies  to  travel 

commencing  by  May  31st.  And  you  can  take 
advantage  of  it  as  many  times  as 
you  like.  After  all,  shouldn't  you 
enpy  the  pnvileges  of  our 
Foreign  Policy  the  next  time 
you  travel  abroad? 
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Two  free  roundtrip  First  Closs  tickets  to  Bermuda,  Florida, 
the  Caribbean,  Mexico  or  FHawan 
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MARKETS  &  INVESTMENTS  I 


EVEN  TOKYO  CAN'T  SWIM 
AGAINST  THE  TIDE 


nr. 


The  stock  market  finally  succumbs  to  feai"S  of  inflation,  rising  rates,  and  policy  coiitlicts 


40.000 


They  called  it  the  stock  game.  Early  ' 
:his  year,  students  in  Kuniaki  [ 
Ashizawa's  high  school  class  in 
western  Tokyo  "invested"  S60.000  each  j 
in  their  favorite  stocks:  The  winner  was  ! 
to  be  decided  on  Feb.  26.  when  they  i 
\isited  the  Tokyo  Stock  Exchange.  I 
That  day.  Ashizawa's  students  suf-  j 
fered  culture  shock.  Like  investoi-s  ev-  , 
en.'where.  they  learned  that  Japan  was  | 
no  longer  master  of  its  own  financial 
markets.  It's  a  sobering  lesson  for  a  na- 
tion that  prides  itself  on   

standing  apart  from  the 
rest  of  the  world.  ; 
WORST  DAY.  Suddenly. 
Tokyo  looked  vulnera- 
ble to  the  same  woiries 
that  often  sweep 
thi'ough  Xew  York  and 
London:  feai*s  of  infla- 
tion, rising  interest 
rates,  a  weakenmg  cur- 
rency, program  ti^ading. 
and — virtually  unheard 
of  for  -Japan — a  pohcy 
conflict  between  the 
cenu*al  bank  and  the 
government.  On  Feb. 
26.  the  Nikkei  stock  av- 
erage suffered  its  sec- 
ond worst  day  ever, 
plunging  1.569  points,  or 
4.5''  of  the  market's 
value.  The  dive  made  an 
indelible  impression. 
Says  Ashizawa:  "It  will 
be  more  difficult  for 
small  investors  to  tmst 
the  markets." 

Tokyo  recouped  1270 
points  on  Feb.  27  and 

2S.  but  few  think  its   

ti-oubles  are  over.  International  inves- 
toi-s  who  rode  the  Tokyo  market  to  rich-  ' 
es  are  also  rethinking  Japanese  equities,  i 
If  the  land  of  the  rising  sun  is  no  longer  | 
the  land  of  ever-rising  stock  prices,  then  j 
sky-high  price-earr,ings  ratios  may  not  j 
be  warranted.  "It's  time  for  this  stock 
market  to  be  evaluated  like  any  other  j 
stock  mai-ket."  says  Ken  Oberman.  port- 
folio manager  of  the  Oppenheimer  Glob- 


al Fund.  Adds  .Andrew  R.  T.  Ballingal. 
chief  equit>"  sti-ategist  at  Barclays  de 
Zoete  Wedd  Securities  (Japan)  Ltd.  in 
Tok^'o:  ""The  global  picture  has  changed. 
Investors  won't  pay  such  high  premiums 
for  Tokyo  stocks  an\Tnore." 

WTiat's  bede\iling  the  Tokyo  market  is 
mostly  homegrown,  and  the  February- 
fall  was  not  felt  elsewhere.  Indeed,  most 
equity  markets  have  paid  linle  heed. 
Hours  after  the  Xikkei  tumbled  on  Feb. 
26.  the  Dow  Jones  industrial  average 


THE  SLIDE  IN 
JAPANESE  STOCKS 


NIKKEI  STCKK  AVERAGE 


climbed  3^  points.  London  and  Frankftin 
were  also  up. 

^liat  finally  spooked  the  market  was 
the  public  fight  over  monetary"  policy. 
Bank  of  Japan  Governor  Yasushi  Mieno. 
a  hardliner  against  inflation,  inftiriated 
Finance  Ministry  officials  when  he  failed 
to  consult  them  about  an  increase  in  the 
discount  rate,  to  4.25'~c.  last  December. 
His  repeated  warnings  about  inflation 


have  con\'inced  many  investors  that 
other  hike  is  imminent.  With  the  m 
try — and  the  ruling  Liberal  Democ; 
Party — opposed  to  further  interest- 
hikes,  some  investors  are  unsettlet 
what  they  see  as  an  uncharacteij^ia? 
lack  of  consensus.  "The  Bank  of  J; 
could  not  have  handled  mauers  i 
poorly."  says  Edwin  C.  Memer.  dire 
of  Schroder  Investment  Managei 
(Japan).  '"There  has  been  no  coon 
tion.  and  that's  bad  for  the  market 

  The  sudden  slid 

the  yen  has  also  ro  _ . 
the  stock  market.  Ii  ■'c^ 

  week  following  Jaj 

I  lower  house  elect 
the  currency  lost  2 
I  the  dollar.  Then,  ej:' 
Feb.  26,  it  retreate<  an 
other  l.S^f,  as  Japa 
investors  packed  oi 
get  higher  in 
rates  in  West  Gerrjc? : 
and  the  U.  S.  In  a 
perate  attempt  to 
the  tide,  the  Bank 
pan  poured  S2  billio 
the  exchange  m; 
on  Feb.  27.  But  cu 
cy  traders  continu  tsr 
dump  the  yen, 
some  market  \v2.u 
are  starting  to  wcg* 
central  bank  to  ac 
fore  the  yen  does 
damage  to  the 
and  bond  markets. 
THE  cuLPfliT?  Japa 
investors  aren't  da£ 
to  the  e.xits  yet.  Tk 
volume  during  re 
sessions  has  been 
at  5(X)  million  sh 
the  dearth  of  buye 
hurting  rather  than  a  glut  of  sella 
For  Japanese  fund  managers,  the 
kei's  slide  could  not  have  come 
worse  time.  Their  fiscal  year  close 
Mar.  31,  and  the  weakness  in  the  m; 
has  prompted  them  to  take  profits 
those  they  earned  earher  in  the 
evaporate.  During  the  week  of  Fel 
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,  and  life  insurers  were  net  sellers 
50  million  in  stock.  In  past  years, 
's  big  brokers  have  engineered 
iow  dressing"  rallies  in  early 
1  to  give  fund  managers  a  boost, 
vith  the  corporate  profit  outlook 
jning  and  interest  rates  rising, 
are  few  good-story  stocks  around, 
le  Japanese  blame  the  drop  on  a 
t  U.  S.  import — program  trading, 
•am  trading  in  Japan  works  much 
does  in  the  U.  S.  Traders  buy  and 
arge  baskets  of  stock  replicating 
ikkei  225  average  and  TOPIX  index- 
d  take  opposite  positions  in  stock- 
futures.  Market  watchers  say  pro- 
traders  bought  tons  of  stock  at  the 
)f  1989,  which  boosted  prices  by 
5%.  But  it  also  created  a  huge 
ang  of  stock  waiting  to  be  sold 
;  the  futures  expire  on  Mar.  8. 
PRIMING.  Some  brokers  say  Salo- 
Brothers,  which  built  up  large  hold- 
>f  stock  valued  at  about  $2.6  billion, 
1  a  leading  ro-e  in  the  February 
Salomon  officials  deny  the  charges, 
facts  just  don't  support  the  argu- 
that  arbitrage  trading  led  the  mar- 
says  Deryck  C.  Maughan,  chair- 
of  Salomon  Brothers  Asia  Ltd.  in 
).  Maughan  says  Salomon's  arbi- 
activities  amounted  to  less  than 
total  trading  from  Feb.  19  to  Feb. 
hen  the  market  lost  3350  points. 
;  dawn  of  index  trading  presents  a 
nge  to  Tokyo's  handlers.  Suddenly, 
aarket  is  under  the  influence  of 
i  over  which  Japan  no  longer  ex- 
lirect  control.  "As  the  market  gets 
r  and  more  players  enter,  it  will 
arder"  to  manage,  says  Schroder's 
sr.  Finance  officials  have  no  plans 
andon  stock-index  trading,  having 
;ed  Nikkei  and  TOPIX  futures  less 
two  years  ago. 

:  institutions,  including  U.  S.  bro- 
don't  ignore  the  Finance  Ministry, 
ministry  can  slap  you  and  make 
lifficult  for  you  in  many  ways," 
Merner.  And  officials  still  have  sev- 
)ump-priming  tools  for  the  market, 
itep  under  discussion:  Allow  life  in- 
ice  companies  to  expand  their  in- 
lents  in  corporate  management  ac- 
s  from  5%  to  7%  of  assets,  a  step 
;ould  divert  an  additional  $20  billion 
the  market.  Regulations  could  be 
I  on  stock  investment  by  public  and 
te  pension  funds. 

the  past,  most  of  the  Japanese 
market's  ills  could  be  cured  by 
?ing  a  rule  here  or  there,  or  insti- 
?  some  new  regulation.  But  the 
ems  of  rising  interest  rates  and  a 
ening  currency  are  not  so  easily 
.  That's  the  lesson  for  Kuniaki 
:awa's  students  and  investors  all 
id  the  globe. 

Ted  Holden  in  Tokyo,  with  Jeffrey  M. 
~man  in  New  York 


THE  NIKKEI  NOSEDIVED? 
BREAK  OUT  THE  BUBBLY! 


■ 


lor  years,  legions  of  financial  wiz- 
lards  have  periodically  turned 
away  from  their  NEC  computers, 
glanced  at  their  Seiko  watches,  and  in- 
toned that  the  time  has  arrived:  The 
Tokyo  stock  market  is  about  to  col- 
lapse. U.  S.  investors  have  had  no  sin- 
gle way  to  wager  on  that  long-predict- 
ed, never-realized  prospect — until  now. 
Nikkei  put  warrants  have  begun  trad- 
ing at  the  American  Stock  Exchange, 
and  the  timing  is  propitious.  The  war- 
rants have  given  investors  a  chance  to 
cash  in  on  the  sharpest  decline  in  Japa- 
nese stocks  since  Bloody  Monday. 

The  Nikkei  warrants  are  similar  to 
options  on  stock  indexes  such  as  the 
Standard  &  Poor's  500-stock  index. 
"Call"  or  purchase  options  gain  in  val- 
ue when  the  indexes  rise,  while 
"put"  or  sell  options  rise  when 
the  indexes  fall.  The  four  new 
Nikkei  put  warrants  are  pegged 
to  the  Nikkei  Stock  Average  of 
225  major  Japanese  stocks.  In 
the  first  weeks  of  trading,  their 
trading  volume  has  sometimes 
exceeded  1  million  a  day,  as  the 
warrants  have  risen  more  dra- 
matically than  the  Nikkei's  de- 
cline (table).  Three  of  the  four 
warrants  actually  gained  on 
Feb.  27,  after  the  Nikkei  rose 
1.7% — something  that  should 
have  caused  their  prices  to  fall. 
TOKYO  WOES.  One  possible  explanation 
is  that  the  warrants  are  being  snapped 
up  primarily  by  small-time  speculators. 
After  all,  institutional  investors  have 
the  financial  wherewithal  to  buy  and 
sell  Japanese  index  futures  and  op- 
tions. "I  would  say  that,  altogether, 
there  has  been  more  retail  than  institu- 
tional volume,"  says  Gary  Gastineau,  a 
vice-president  of  Salomon  Brothers 
Inc.,  whose  parent,  Salomon  Inc.,  has 
issued  two  of  the  Nikkei  warrants. 
Sharing  in  the  proceeds  from  the  four 
issues,  $145  million,  are  Salomon, 
Bankers  Trust  New  York  Corp.,  and 
the  Kingdom  of  Denmark,  to  offset  the 
cost  of  its  recent  debt  offerings.  The 
underwriters  include  Salomon,  Bear 
Stearns,  Merrill  Lynch  Capital  Mar- 
kets, Goldman  Sachs,  PaineWebber, 
and  Dean  Witter  Reynolds.  Morgan 
Stanley  &  Co.  plans  to  join  in  shortly. 

If  the  Tokyo  woes  accelerate,  the 
warrants  will  truly  soar.  Take  the  12 
million-warrant  Salomon  issue  that  be- 
gan trading  on  Jan.  17  and  expires  on 
Jan.  19,  1993.  The  warrants  can  be  ex- 
ercised at  any  time  before  expiration. 


But  for  them  to  have  any  value  at  that 
time,  the  Nikkei  must  be  beneath  its 
level  on  Jan.  17,  36,821.14.  Let's  say  the 
Nikkei  falls  25%,  to  27,000,  and  you 
cash  in  the  warrant.  Subtracting  27,000 
from  36,821.14,  you  get  9,821.14.  That 
is  divided  into  the  yen  exchange  rate 
on  Jan.  17,  145.52  yen  per  dollar,  to 
come  up  with  $67.49.  That's  divided  by 
five,  yielding  a  cash  settlement  value 
of  $13.50.  If  you  bought  the  warrants 
at  a  recent  price  of  $5.25,  you'd  have 
gained  nearly  160%.  On  the  other  hand, 
if  the  Nikkei  had  risen  only  6.4%  by 
expiration,  you'd  have  lost  every  cent 
of  your  investment.  To  break  even,  the 
Nikkei  would  have  to  be  33,000  at  cash- 
in  time. 

Moreover,  the  upside  potential  of  the 


PUTS  ON  THE  NIKKEI 
ARE  SIZZLING 


Put  warrant  issuer 

Commenced 

Price  at 

Price 

trading 

offering 

2/28/90 

KINGDOM  OF 

DENMARK 

1/12/90 

$4.05 

$6.25 

SALOMON 

1/17/90 

3.54 

5.25 

BANKERS  TRUST 

2/1/90 

9.17 

12.63 

SALOMON 

2/15/90 

3.76 

6.00 

DATA:  BRIDGE  INFORMATION  SYSTEMS,  INC  ,  BW 


warrants  is  not  unlimited.  If  an  "ex- 
traordinary event"  takes  place,  their 
value  is  calculated  using  formulas  that 
would  almost  certainly  mean  reduced 
payouts.  Denmark  can  cancel  its  war- 
rants in  such  situations,  and  the  other 
issuers  can  keep  theirs  from  being  ex- 
ercised for  up  to  10  days.  What's  an 
"extraordinary  event"?  Depends.  All 
say  it's  a  suspension  of  trading  in  the 
Nikkei  stocks — either  a  "material  num- 
ber" (Bankers  Trust),  or  75  stocks  (Sal- 
omon), or  all  of  them  (Denmark).  All 
except  Bankers  Trust  include  in  their 
definition  any  "natural  calamity"  or 
"outbreak  or  escalation  of  hostilities  or 
other  international  calamity  or  crisis." 
So  if  Tokyo  is  ravaged  by  an  earth- 
quake, or  a  Mideast  conflict  cuts  off  oil 
to  Japan,  warrant  holders'  joy  would 
be  muted. 

Even  apart  from  the  "extraordinary 
event"  loophole,  the  issuers  are  playing 
it  safe.  They  are  setting  aside  most  of 
their  proceeds  to  buy  Japanese  futures 
and  options  to  hedge  their  positions.  If 
anyone  takes  a  fall,  it  will  be  the  war- 
rant holders,  not  the  issuers. 

By  Gary  Weiss  in  New  York 
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BEATRICE  INVESTORS  WILL 
JUST  HAVE  TO  SIT  TIGHT 


Junk-bond  trouble  and  flat  earnings  scotch  a  plan  to  draw  off  cash 


A 


s  one  of  the  largest  leveraged 
buyouts  ever,  Beatrice  Co.  was 
made  to  be  broken  up.  But 
breaking  up  is  proving  hard  to  do.  Inves- 
tors haven't  been  able  to  sell  any  signifi- 
cant piece  of  the  food  processor  since 
1988,  which  means  they've  taken  no  cash 
out  in  the  past  two  years,  either.  So, 
Beatrice  was  all  set  to  do  a  financial 
restructuring  designed  to  let  Kohlberg 
Kravis  Roberts  &  Co.,  several  unidenti- 
fied former  Drexel  Burnham  Lam- 
bert Inc.  staffers,  and  the  other 
investors  draw  off  some  cash.  But 
BUSINESS  WEEK  has  learned  that 
Beatrice  has  backed  off. 

The  plan  was  to  give  investors  a 
package  of  bonds  and  preferred 
stock  that  would  raise  long-term 
debt  by  20'a,  to  $1.5  billion,  and 
add  $145  million  yearly  in  interest 
and  dividend  costs  (table).  Yet 
problems  confronting  the  $6.2  bil- 
lion LBO,  which  was  surpassed  by 
the  $24.7  billion  RJR  Nabisco  Inc. 
deal,  are  growing.  They  include 
turmoil  in  the  junk-bond  market, 
where  Beatrice  has  a  $1.2  billion 
exposure,  flat  earnings,  and 
potential  legal  liabilities. 
Upon  reflection,  says  Be- 
atrice Vice-President  Liza- 
beth  G.  Sode,  executives  felt 
that  more  debt  now  would 
spook  potential  lenders 
when  it  becomes  necessary 
for  Beatrice  to  refinance  its 
junk.  Now,  she  says,  the  re- 
cap "doesn't  look  like  it's  go- 
ing ti!  happen." 
AILING  LBOs.  While  initial 
dreams  of  a  $8  billion  profit 
have  faded,  investors  did 
well  at  the  outset.  By  selling 
units  such  as  Tropicana, 
Avis,  a>.'(i  Playtcx  from  1986 
to  1988,  Beatrice  allowed  the 
LBO  princi})als  to  recoup  their  initial  $417 
million  investment  and  earn  an  average 
257'  profit.  The  recap  was  possible  only 
because  Beatrice  just  retired  a  $250  mil- 
lion bank  loan,  whose  covenants  barred 
the  move.  But  KKR  is  stuck  with  a  host 
of  ailing  LBOs — Hillsborough  Holdings, 
Seaman  Furmture,  and  sci  Television— 
and  had  to  be  sensitive  to  Wall  Street 


concerns  that  the  recap  would  hobble 
the  healthier  but  plodding  Beatrice. 

Beatrice  can't  stand  pat  forever.  Some 
$380  million  in  long-term  debt  comes  due 
in  the  next  two  years,  and  the  company 
will  be  hard-pressed  to  pay  it  off  without 
the  proceeds  from  more  asset  sales. 
Cash  flow  will  easily  cover  the  $20  mil- 
lion in  debt  due  during  the  fiscal  year 
starting  Mar.  1.  In  the  following  year, 
though,  cash  flow  will  come  u]>  about 


THE  RECAP 
PLAN 


Before  After 

Millions  of  dollars 

annually 

CASH  FLOW 

$461  S484 

INTEREST 

180  227 

EXPENSE 

PREFERRED 

0  98 

DIVIDEND 

lONG-TERM 

1,200  1,500 

DEBT 

DATA:  BEATRICE  CO.,  McCARTHY, 
CRISANTI&MAFFEI  INC 


$12  million  short.  Taking  on 
more  debt  to  meet  this  obli- 
gation may  be  an  unavoid- 
able alternative.  If  Beatrice 
is  compelled  to  use  the  junk 
market,  distastefully  high 
interest  rates  loom  Last 
fall,  when  the  company  had 
to  find  junk  buyers  to  roll 
over  the  $250  million  in  107' 
bank  financing,  it  was  forced  to  hike 
yields  three-quarters  of  a  point  higher 
than  it  had  intended,  to  13%7f  for  one 
issue  and  nearly  13%  for  another. 

Beatrice's  growth  potential  is  less 
than  dazzling.  Its  average  unit  sales  are 
typical  of  the  food  industry,  inching  up 
just  2%  a  year.  Fed  by  its  remaining 
bevy  of  brands — Wesson  oil,  Butterball 


turkeys,  and  Peter  Pan  peanut  butter- 
operating  earnings  will  rise  little  highr 
than  last  year's  $285  million,  says  Die 
Van  Doren,  a  senior  analyst  for  McCir 
thy,  Crisanti  &  Maffei  Inc.  Only  nicht', 
such  as  Orville  Redenbacher  popcorn,  ]j 
Choy  Chinese  food,  and  Rosarita  Me; 
can  products,  are  robust,  says  Marc  Pt 
ticelli,  senior  vice-president  at  Bo' 
Allen  &  Hamilton  Inc.:  "I  don't  see 
whole  lot  in  the  future  to  kick  them  in 
high  gear." 

Meanwhile,  the  food  processor 
haunted  by  potential  legal  problem 
which  one  investment  banker  calls  "b| 
lions  of  dollars  of  uncertainty."  The  I 
ternal  Revenue  Service  is  auditing  B| 
atrice's  books  for  about  half  of  the  198 
and  could  hit  the  company  for  more  ta 
es  on  its  divestitures — even  those  macj 
before  the  LBO.  Other  possible  liabilitit! 
include  toxic  shock  claims  against  i 
former  Playtex  subsidiary  and  enviro-j 
mental  suits  against  oil  and  chenri 
cal  units  sold  in  1980. 
WAITING  GAME.  The  investors 
the  LBO  planned  to  sell  off  all  ( 
Beatrice  by  1993.  Now,  they  an 
company  executives  are  sayin 
they  will  be  patient  about  untai 
gling  Beatrice's  troubles.  "We  ui 
derstand  the  goose  we've  got  hen 
and  we're  not  going  to  kill  it, 
says  Chairman  Frederick 
Rentschler.  Still,  Beatrice  expect 
to  stick  to  its  divestiture  timetabk 
Unilever  PLC,  the  Dutch  consumei 
products  giant,  is  interested  i 
some  units,  say  investment  ban]< 
ers  familiar  with  Beatrice. 

One  plus:  Beatrice's  new  owner 
can  spin  off  subsidiaries  tax-fre- 
after  owning  them  for  five  year 
by  swapping  stock  with  an  acquir 
er.  But  if  it  wants  to  avoid  relever 
aging  to  meet  a  huge  maturity 
deadline,  Beatrice  had  better  mov< 
fast:  Its  window  of  opportunity  i; 
only  from  April,  1991,  to  January 
1992,  after  which  a  huge  lump  of  debt 
$250  million — will  come  due.  Also  on  th< 
positive  side,  an  investment  banker  clos( 
to  Beatrice  expects  it  to  settle  mos 
health  and  environmental  liability  prob 
lems  in  the  next  few  years.  In  a  big  wir 
last  December,  the  iRS  conceded  that  tht 
1980  sale  of  an  oil  subsidiary  was  tax- 
free  and  refunded  $165  million.  "This 
will  lower  the  range  of  uncertainties  tc 
the  point  where  people  might  step  up' 
and  buy  units  again,  predicts  the  banker 
Perhaps.  Trouble  is,  lofty  claims  made 
for  this  onetime  dreadnought  of  an  LBO 
have  a  history  of  sinking.  To  a  discon 
certing  degree,  its  future  prosperity 
rests  on  getting  good  breaks  from  cir- 
cumstances beyond  its  control. 

By  Lois  Therrien  in  Chicago 
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As  European  borders 
are  opening  up  so  are 
investment  opportunities. 


Call  for  our  latest 
report  on  Europe. 

Borders  are  opening  and  eco- 
nomic change  has  begun  in  Eastern 
Europe.  Trade  barriers  are  falling 
and  unification  is  beginning  in  West- 
ern Europe.  Today,  Europeans  are 
making  history.  And  creating  invest- 
ment possibilities. 

Opportunities  you  can  use  to 
position  your  portfolio  for  the  future. 
To  increase  the  diversification  of 
your  assets  and  to  participate  in  the 
anticipated  long-term  growth  of  the 
European  market. 

That's  why  we're  issuing  our  first 
International  Alert  on  Europe.  In  it, 
you'll  find  out  why  our  top-rated 
research  team  sees  a  new  world  of 
opportunities  in  Europe,  And  why 
they  suggest  that  investors  interested 
in  diversification  and  long-term 
growth  should  seriously  consider 
the  possibilities  foreign  stocks  offer 
today 

'6)1990  Menll  Lynch.  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 


Our  report  also  includes  recom 
mendations  for  specific  stocks  of 
European  companies  particularly 
well-situated  today  to  benefit  from 
economic  developments  and  the 
changing  political  climate,  in  addi- 
tion, the  report  discusses  other 
opportunities  to  invest  primarily  in 


the  securities  of  Western  European 
issuers. 

To  get  a  free  copy  of  "Emerging 
Opportunities  in  Europe!'  call  your 
Merrill  Lynch  Financial  Consultant. 
Return  the  coupon,  or  call  toll-free 
at  1-800-637-7455,  ext.  6644,  Monday- 
Friday  8:.30  am  to  9:00  pm,  ET 
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Call  1 800  637-7455,  ext.  6644 

Mail  to;  Merrill  Lynch,  Pierce,  Fenner  and  Smith  Inc.,  Response  Center 
P.O.  Box  30200,  New  Brunswick,  New  Jersey  08989-0200 

□    Please  send  me  a  free  copy  of  your  International  Alert,  "Emerging  Oppor- 
tunities in  Europe" 


Name. 


State_ 


.Zip. 


Address- 
City  


Home  Phone  :L 


Business  Phone:L 


Merrill  Lynch  clients,  please  give  the  name  and  location  of  your  Financial  Consultant: 
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6644 
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WHY  THE  RATIHG  AGENCIES  GET 
LOW  MARKS  ON  THE  STREET 


The  impact  of  even  theii'  small  missteps  caii  be  brutal 


When  New  York  State  prepared 
for  its  annual  round  of  short- 
term  borrowings  last  April, 
many  on  Wall  Street  were  sure  that  the 
rating  agencies  would  have  to  drop  them 
a  notch  or  two.  The  state  was  running  a 
huge  deficit  and  experiencing  serious 
revenue  shortfalls.  Standard  &  Poor's 
Corp.  and  Moody's  Investors  Service 
Inc.,  however,  stuck  with  their  top  rat- 
ings for  the  state's  paper. 

"A  lot  of  people  were  stunned,"  as- 
serts Howard  Sitzer,  head  of  municipal 
bond  research  at  Greenwich  Partners,  a 


have  become  the  bad-news  bearers.  With 
credit  quality  deteriorating,  339  compa- 
nies had  their  ratings  downgraded  last 
year,  while  only  138  earned  higher  rat- 
ings. Pronouncements  by  rating  agen- 
cies are  scuttling  billion-dollar  deals  and 
depressing  bond  prices.  The  agencies' 
missteps  and  disagreements  are  reaping 
growing  numbers  of  complaints.  And 
the  entry  of  Fitch  as  a  new  competitor 
into  the  rating  business  has  added  to  the 
potential  for  disputes. 

The  reason  the  disputes  are  so  heated 
is  simple  enough:  Lower  credit  ratings 


performers  in  the  realm  of  leverag 
buyouts.  RJR  had  been  readying  $1 
billion  worth  of  new  senior  debt,  wh 
S&P,  Moody's,  and  Fitch  rated  below 
vestment  grade.  Moody's,  though,  us 
the  occasion  to  go  further  and  dov 
grade  all  $23.7  billion  worth  of  RJl 
debt.  The  company's  bonds  lost  mc 
than  20%  of  their  value,  and  the  nervo 
junk-bond  market  promptly  skidd 
along  with  them. 

HELD  HOSTAGE.  RJR  put  its  $1.25  bilH 
offering  on  hold — a  costly  delay,  \ 
cause  the  proceeds  are  scheduled  to 
used  to  retire  high-interest  bridge  loar 
While  RJR  has  another  year  before 
must  go  back  to  the  market  to  refinan- 
its  loans,  the  example  shows  how  even 
strong  LBO  can  be  held  hostage  to  a  d: 
sent  among  the  rating  agencies.  S&P  ar  ii 
Fitch  are  holding  firm  on  their  rating 
and  they  even  cite  improving  crec 
trends  for  RJR. 

But  RJR  is  hardly  the  first  time  tl 
agencies  have  differed  (table).  In  198 
Moody's  lowered  by  a  notch  the  top  ra 
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SOME  SPLIT 
DECISIONS 


Issuer  /  Date  issued  or  confirmed 

FIRST  EXECUTIVE  LIFE 

(12/86) 

►  S&P 

AAA 

►  MOODY'S 

BAA 

►  FITCH 

Not  rated 

RJR  NABISCO 

(2/90) 

►  S&P 

BB 

►  MOODY'S 

B3 

►  FITCH 

BB 

BANK  OF  NEW  ENGLAND 

(1/90) 

►  S&P 

BBB 

►  MOODY'S 

B3 

►  FITCH 

CCC 

Greenwich  (Conn.)  money  management 
firm.  In  Moody's  case,  the  rating  agen- 
cy's decision  followed  an  hour  of  jaw- 
boning by  New  York  Governor  Mario  M. 
Cuomo.  The  perception  can't  be  avoided, 
Sitzer  asserts,  that  Moody's  bent  to  po- 
litical pressure.  Nonsense,  replies 
Moody's  President  John  Bohn.  He  ad- 
mits that  agency  officials  held  discus- 
sions with  Cuomo  l)ut  denies  that 
Moody's  was  unduly  influenced.  "We  en- 
courage that,"  Bohn  says.  "Lobbying  is 
something  we  expect." 

Bohn  and  his  competitors  van  expect  a 
lot  more  of  such  tete-a-tetes.  Moody's, 
S&P,  and  Fitch  Investors  Sei''ice  Inc. 


mean  higher  rates  for  borrowers.  Bonds 
rated  below  an  "investment-grade"  BBB 
can't  be  bought — or  are  spurned — by 
many  banks,  mutual  funds,  and  pension 
funds.  With  the  fortunes  of  many  highly 
leveraged  companies  closely  tied  to  their 
ability  to  keep  recycling  debt,  the  impact 
of  even  small  rating-agency  decisions 
can  be  brutal.  On  Feb.  22,  when  Moody's 
put  R.  H.  Macy  &  Co.  on  its  "watch"  list, 
the  market  reacted  by  knocking  $70  off 
every  $1,000  of  face  value  of  the  compa- 
ny's bonds. 

Just  weeks  earlier,  Moody's  unleashed 
a  stunner  when  it  downgraded  R-JR  Na- 
bisco Inc.  (BW — Feb.  12),  one  of  the  star 


ings,  AAA,  held  by  First  Executive 
Co.,  the  California  insurance  arm  of 
battled  First  Executive  Corp.  S&P,  whic 
is  owned  by  McGraw-Hill  Inc.,  publishe 
of  BUSINESS  WEEK,  reaffirmed  its  AA 
rating  for  First  Executive,  which  it  di 
not  change  until  January.  First  Execu 
five  wasn't  rated  by  Fitch. 

S&P  President  Leo  O'Neill  admits  that 
the  agency  goofed.  At  the  time,  S&P's 
call  was  that  the  insurer's  large  holdings 
of  junk  bonds  were  properly  balanced  f; 
with  other  investment-grade,  liquid  in  ' 
struments.  However,  according  to| 
O'Neill,  the  agency's  analysis  did  not  al 
low  for  the  "crisis  of  confidence"  that! 
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Choose  MCI  800  Service^"  for  reasons  like 
Direct  Termination  Overflow'"  (DTO),  one 
of  our  advanced  routing  features.  If  your 
dedicated  MCI  800  lines  are  jammed  with 
customers,  the  extra  calls  will  be  automatically 
switched  onto  your  regular  business  lines. 
Something  AT&T  doesn't  do  for  you. 

Another  good  reason  to  choose  MCI  800 
Service  is  itemized  Call  Detail.  Unlike  AT&T, 
we  offer  it  to  all  our  customers.  And  MCI's 
Call  Detail  provides  the  complete  phone 
number  of  virtually  every  call.  Imagine  what 
you  could  do  with  that  information. 

And  only  MCI''  can  offer  your  business 
real-time  calling  number  identification  today, 
using  the  standard  signaling  technology  you 
already  have.  So  you  can  help  your  customers 
faster  than  ever  before. 

But  some  of  the  best  reasons  to  choose 
MCI  800  Service  are  unsurpassed  call  quality 
and  MCI  specialists  who  will  customize  our 
800  service  to  your  needs  and  be  there  to  an- 
swer questions,  24  hours  a  day  7  days  a  week. 

If  you  sign  up  now,  we'll  give  you  a  spe- 
cial credit  *  just  for  switching,  plus  a  satisfac- 
tion guarantee.  If  you're  not  completely  satis- 
fied, we'll  pay  to  re-install  you  to  your  old 
carrier. 

For  even  more  reasons  to  switch,  contact 
your  MCI  Account  Representative  or  call 
1-800-888-0800. 


MCI 

Let  us  show  you: 


■nths  biil  for  all  one-year 

nth  per  800  number  "0  MCI  Communications  Corporation.  1990 
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IF  currently  afflicting  First  Executive. 

SitP  also  stumbled  o-.  Integrated  Re- 
sources Inc..  the  real  estate  svndicator 
that  filed  for  Cliapter  11  on  Feb.  13.  The 
agency  had  rated  the  commercial  paper 
A-2 — borderline  investment  grade — until 
June  14,  when  Integrated  defaulted  on 
that  debt.  Moody's  used  20-20  hindsight 
to  rate  Integrated's  paper  "not  prime" 
after  it  defaulted;  before  then.  Moody's 
hadn't  rated  the  paper. 

Many  professionals  in  the  market 
view  the  ratings  of  the  ths-ee  agencies  as 
"rear\'iew  mirror"  analyses.  "They  are 
lagging  indicators  of  credit  quality." 
says  Bruce  X.  Lehmann,  an  associate 
professor  at  Columbia  University  busi- 
ness school.  "I  have  never  known  a  port- 
folio manager  who  goes  by  the  ratings." 

That's  small  comfort  to  investors  who 
don't  have  their  own  credit  analysts. 
Greenwich  Partners'  Sitzer  notes  that 
both  .^.scP  and  Moody's  maintained  the 
rating  of  Massachusetts  too  long  during 
the  course  of  the  1988  Presidential  elec- 
tions, when  the  state's  finances  started 
to  sour.  Only  last  year  did  both  agencies 
drop  the  ratings,  several  times  in  quick 
succession,  to  barely  investment  grade. 
Adjusting  the  ratings  earlier — and  more 
gradually — would  have  given  investors 
more  time  to  get  out. 
NEW  BLOOD.  Moody's  Vice-President 
Daniel  X.  Heimowitz  defends  the  rating 
history  of  Massachusetts.  In  1988. 
Moody's  "believed  that  the  state  had  am- 
ple time  to  turn  the  situation  around." 
Only  when  the  state  let  the  fiscal  prob- 
lems slide  unaddressed  was  it  appropri- 
ate to  start  downgrading,  he  says. 

Fitch  is  an  upstart  trying  to  capitalize 
on  dissatisfaction  with  Moody's  and  S&P 
to  pick  off  some  business  from  the  long- 
dominant  companies.  Robert  D.  Van 
Kampen,  who  made  a  fortune  selling 
municipal  bond  unit  trusts,  and  H.  Rus- 
sell Fraser,  former  president  of  Ambac. 
a  municipal  bond  insurer  owned  by  Citi- 
corp, bought  Fitch  for  S12  million  last 
April.  They  are  hiring  away  expensive, 
experienced  analysts  from  S&P  and 
Moody's  and  are  aggressively  pushing 
their  rating  services.  Fitch  is  adopting 
an  aggressive  tack  pioneered  by 
Moody's:  It  slaps  unrequested  ratings  on 
high-profile  borrowers.  Typically,  issuers 
pay  for  opinions,  and  such  billings  pro- 
vide the  bulk  of  rating-agency  revenues. 

Moody's  and  s&P  are  responding  to 
criticisms  of  sluggishness  by  putting 
companies  on  watch  lists  when  an  up- 
grade or  downgrade  might  be  brewing. 
But  Moody's  Bohn  lu  tes  that  the  market 
also  reacts  badly  when  agencies  are  seen 
acting  too  quickly,  as  with  PJR:  "We're 
damned  if  we  do  and  damned  if  we 
don't."  Just  call  it  very  intense  lobbying. 

By  David  Zigaa  in  Xeir  York 
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NOW  AMEX  HAS  EVEN  MORE 
OF  WHAT  IT  DIDN'T  WANT 


Rescuing  Shearson  raises  its  stake  in  the  company  to  some  75*% 


For  weeks,  Shearson  Lehman  Hut- 
ton  Inc.'s  headquarters  resembled 
the  clubhouse  of  a  last-place  team. 
Struggling  to  raise  capital,  Shearson  had 
been  trying  unsuccessfully  to  sell  S250 
million  in  a  rights  offering  to  its  share- 
holders. Spirits  soared  on  Feb.  26.  when 
6r"t  owner  American  Express  Co.  said  it 
would  buy  SToO  million  of  Shearson's  se- 
curities. "There  is  no  question."  says 
Shearson  Vice-Chairman  Hardwick  Sim- 
mons, "that  AmEx  wrapped  its  arms 
around  us  and  said,  "We  love  you.'  " 

Still,  make  no  mis- 
take: AmEx  had  to 
move,  and  fast.  If 
Shearson  had  failed  to 
secure  new  funds,  it 
would  have  faced  the 
wrath  of  credit  agencies 
that  considered  its  capi- 
tal base  inadequate. 
But  why  did  Shearson 
suddenly  need  so  much 
money'.' 

QUICKSAND.  The  compa- 
ny will  have  to  shell  out 
big  bucks  for  large  sev- 
erance payments  and 
office  closings.  To  save 
S400  million  a  vear,  it 
will  lay  off  2,000  people 
and  shut  45  branches — 
the  first  major  moves 
by  CEO  Howard  L. 
Clark  Jr..  who  replaced 
Peter  A.  Cohen  on  Jan.  31. 

Shearson's  capital  deficiency  almost 
prompted  a  debt  downgi-ade  by  Moody's 
Investors  Semce  Inc.  last  October.  The 
firm  vowed  to  find  more  capital.  Xow, 
says  Clark,  "AmEx  wants  to  leave  no 
doubt  it's  behind  us."  Adds  AmEx  CEO 
James  D.  Robinson  III:  "We  made  a 
ver>'  strong  statement  that  we're  here  in 
a  strong  and  effective  way." 

After  October,  Shearson  made  two 
tries  at  raising  money  from  the  public 
that  failed.  Investors  were  scared  off  by 
its  woes — a  8500  million  bridge  loan  to 
Prime  Computer  Inc..  a  bloated  Sl.T  bil- 
lion of  goodwill,  and  Si  14  million  of  non- 
performing  loans  at  its  Balcor  real  es- 
tate unit.  Shearson's  stock  has  been 
selling  at  about  81 1.  down  from  its  origi- 
nal offering  price  of  $34  in  1987. 


SHEARSON'S  CLARK:  "AMEX  WANTS 
.  .  .  NO  DOUBT  IT'S  BEHIND  US" 


Shearson's  troubles  have  also  h 
AmEx's  stock.  That's  one  big  reas 
why  Robinson  has  wanted  to  \o\ 
AmEx's  Sheai-son  stake  to  under  5( 
Now,  say  Shearson  insiders,  AmEx 
be  saddled  with  70%  to  75%.  The  irony 
not  lost  on  Wall  Street  pundits.  "Rob 
son  must  think  his  trials  are  right  out 
Kafka,"  says  a  bemused  rival  executi 
"The  harder  he  tries  to  get  out  of  She. 
son.  the  deeper  he  gets  in." 
'INSIDER'S  VIEW.'  But  Robinson  may  j 
get  out  of  Shearson — for  good.  "I 
guess,"  says  a  ri\ 
CEO,  "is  that  Jimr 
wants    to  shore 
Shearson  and  sell 
Insiders  at  Smith  B 
ney,  Harris  Upham 
Co..  a  unit  of  Primeri 
Corp.,  say  their  firm 
abuzz  with  talk  of  ne 
tiations  to  buy  some 
all  of  Shearson.  0th 
insiders  say  Primeri 
CEO  Sanford  I.  Wei 
former  AmEx  chief 
ecutive  and  Shearsc 
chairman,   may  ha 
hired  former  Shears 
President  Jeffrey 
Lane  on  Feb.  12  to  he 
run   Shearson.  "Je 
would  give  Sandy  an 
sider's  \iew  of  Shea 
son,"  says  one. 
Robinson  concedes  that  he  talked 
cently  with  Weill  "about  a  variety 
subjects."  Robinson  insists  that  "thei 
was  never  any  consideration  of  sellir 
Shearson  or  any  of  its  parts  to  Prime 
ica."  Weill  declined  to  comment. 

For  now.  the  stock  market  acts  as  if 
would  love  to  see  a  Shearson  sale.  Aft< 
AmEx  announced  the  cash  infusio 
Shearson's  stock  rose  I'/g  on  Feb.  27,  h 
biggest  jump  in  months.  Meanwhil 
AmEx's  stock  traded  a  staggering  3  mi 
lion  shares,  but  dropped  %.  The  follov 
ing  day.  with  rumors  rife  of  a  sale 
Shearson  to  Primerica.  AmEx's  shart 
were  up  1.  So  while  executives  at  Shea 
son  are  happy  now.  AmEx  shareholder 
would  really  celebrate  if  Robinson  lei 
Sheai-son  behind. 

By  Jon  Friedman  in  Xeic  Yor 
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Six  WaysTo  Recognize 
A  Workaholic. 


1 

Recognized  by  Buyers 
Laboratory  as:  "Most  Outstanding 
Copier  Line"  Two  Years 
in  a  Row 


Recognized  by  Wiiat  to  Buy  for 
Business  with  a:  "Best  Buy  Rating" 
( Konica  ]  790  and  4090  Copiers) 


3 


Recognized  by  Hanson's 
Guidelines  as  having:  "Highest    ■  i 
Possible  Rating  in  Performance/ 
Value"  (Konica  3290  Copier)  ^ 


Recognized  by 
Datapro's  Hands-On 
Evaluation  as  having: 
"Outstanding  Overall 
Performance"  (Konica  3290  and 
7090S  Copiers) 


Recognized  by  an  OfBce 
Products  Analyst®  Dealer 
Service  Manager  Survey  as: 
"Number  One  in  Supplier 
Service  Support" 


Recognized  by  an  Office 
•  Products  Analyst^-'  User 

Survey  as  having:  "Highest 
Overall  Rating  in  Speed 
Category"  (Konica  7090  Copier) 


tm6487B0 


Konica  Copiers  are  consistently  cited  by  industry  and  consumer  organizations 
for  excellence  in  all  categories,  from  reliability  to  copy  quality  to  service. 

To  put  a  Konica  Copier  to  work  for  you,  call  the  number  above. 

Konica  Copiers.  They  just  work  ail  the  time. 

©  1990  Konica  Business  Machines  U.S.A.,  Inc. 
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BY  GENE  G,  MARCIAL 

WHAT  HAS 
FEDERAL  EXPRESS 
ON  SUCH  A  RUN 


ost  analysts  think  Federal  Ex- 
,  press  has  failed  to  deliver 
I  much  in  the  way  of  earnings 
lately,  and  its  stock  has  received  few 
buy  recommendations.  So  analysts 
were  agog  when  Fedex  jumped  more 
than  four  points  on  Feb.  26. 

What  gave  the  shares  the  sudden 
boost?  Rumors  swirled  that  day  that 
British  Airways  wanted  to  acquire  a 
stake  in  Fedex,  the  largest  all-cargo 
airline.  While  that  didn't  seem  implau- 
sible, several  of  the  big  players  that 
are  building  positions  in  the  stock  had 
other  reasons  for  buying. 

"Federal  is  an  attractive  world-trade 
play  as  the  company  tries  to  attain  a 
global  reach  in  express-cargo  ship- 
ping," says  Jim  Marquez,  who  man- 
ages about  $500  million  of  Steinhardt 
Partners'  $1.7  billion  in  client  funds. 
He  has  accumulated  500,000  shares  and 
says  he's  still  an  active  buyer  even 
though  the  stock  has  jumped  to  51 
(chart).  Fedex  had  been  languishing  in 
the  43-to-47  range  since  October,  after 
hitting  57  prior  to  the  market's  190- 
point  minicrash  that  month. 

Marquez  thinks  Fedex  is  way  under- 
valued based  on  its  strong  earnings- 
growth  potential,  and  he  gives  it  a 
breakup  or  takeover  value  of  $75  a 
share.  Earnings  should  jump  to  $5.50  a 
share  in  fiscal  1991  and  to  as  much  as 
$9  a  share  in  fiscal  1992,  he  figures,  vs. 
an  estimated  $2.25  in  the  year  ending 
May  31,  1990.  He  adds  that  current 
losses  from  European  operations,  as 
well  as  costly  problems  from  last 
year's  acquisition  of  Tiger  Internation- 
al, should  be  surmounted  by  1991. 
BIG  PLANS.  Industry  analyst  Tom  Tran- 
tum  of  J.  C.  Bradford  &  Co.  in  Nash- 
ville notes  that  Fedex  is  reshaping  it- 
self to  become  the  leader  in  global 
transportation  and  distribution.  Having 
built  the  infrastructure  and  skills,  Fed- 
ex has  carved  out  a  strategic  niche  that 
he  feels  will  be  difficult  to  duplicate. 
Trantum  says  Fedex  plans  to  provide 
services  that  will  allow  clients  to  slash 
inventory  costs  and  expand  markets. 

Another  plus:  Fedex  will  be  a  big 
beneficiary  of  the  opening  of  Eastern 
Europe.  The  company  is  said  to  be 
scouting  for  a  European  partner  to  en- 
trench itself  abroad,  which  is  what 
gave  rise  to  the  rumor  about  British 


FEDERAL  EXPRESS 
IS  BOUNCING  BACK 
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Airways.  But  one  New  York  invest- 
ment manager  thinks  Fedex  may  team 
up  with  TNT  Ltd.,  an  Australian  compa- 
ny controlled  by  Rupert  Murdoch. 
Whispers  have  TNT  buying  a  stake  in 
Fedex  first.  The  company  has  already 
acquired  157'  of  Airborne  Freight,  an- 
other international  air-cargo  shipper. 
Federal  Express  declined  comment. 


AMR  MAY  BE 
READY  FOR  TAKEOFF 


One  of  Donald  Trump's  old  loves 
is  being  rediscovered  by  some 
Wall  Streeters.  It's  AMR,  the 
American  Airlines  parent  Trump  tried 
to  acquire  last  year  with  a  cash  offer 
of  $120  a  share.  Talk  is  that  Trump 
still  hankers  for  AMR  and  may  again 
try  to  win  the  hearts  of  its  sharehold- 
ers, but  some  pros  are  scooping  up 
shares.  Trump  or  no  Trump. 

Why?  These  players  have  decided 
that  at  its  current  price  of  60 — nearly 
half  the  107  it  traded  at  in  October  and 
below  its  book  value  of  61 — amr  is  a 
bargain.  "AMR  is  trading  at  levels  that 
have  been  seen  only  in  a  postcrash  en- 
vironment since  1982,"  notes  Bob  Mc- 
Adoo,  an  analyst  at  Oppenheimer  & 
Co.  "The  problems  that  have  driven  the 
stock  down  are  temporary  and  don't 
reflect  longer-term  weakness  in  the 
fundamentals."  Soon,  McAdoo  expects 
AMR  to  sell  at  1.25  times  its  book  value, 
where  it  has  traded  for  most  of  the 
past  six  years.  He  sees  AMR  leaping 
into  the  80s  by  the  summer. 

Airline  book  values  are  usually  un- 
derstated, says  Dave  Rocker  of  invest- 
ment manager  Rocker  Partners.  With 
its  strong  balance  sheet  and  growing 


market  share,  AMR  is  "well  positioned 
in  an  industry  where  many  competitors 
are  weak  and  overleveraged."  The 
company  is  expanding  its  North  Atlan- 
tic-to-Europe  operations  in  anticipation 
of  the  integration  of  the  European 
Community  by  1992.  AMR's  European 
push  should  also  benefit  from  the  de 
mocratization  of  Eastern  Europe. 

Thus,  Rocker  feels  that  amr's  allure 
is  based  on  its  growth  potential.  But  if 
someone  does  want  to  take  over  an 
undervalued  airline,  he  says,  "AMR  is 
the  best  value  around." 


HOTEL  ROOMS 
WITH  A  ROSY  VIEW 


The  recent  deal  in  which  London's 
Bass  PLC  acquired  Holiday  Inns 
produced  a  bonanza  for  Holiday 
shareholders.  Now,  more  Holiday-relat 
ed  rejoicing  may  lie  ahead.  Promus 
which  Holiday  spun  off  to  shareholders 
when  Bass  bought  the  chain,  may  turn 
out  to  have  long  legs  indeed. 

Now  trading  at  27  a  share,  Promus 
owns  quite  a  bit  of  property:  five  Har- 
rah's  hotel/casinos  in  Las  Vegas,  Lake 
Tahoe,  and  Laughlin,  Nev.,  and  Atlan 
tic  City;  one  Holiday  Inns  hotel/casino; 
94  Embassy  Suites  hotels  with  23,048 
rooms,  some  of  which  are  owned  by 
Promus  and  some  of  which  have  been 
sold  but  are  operated  under  manage 
ment  contracts;  180  Hampton  Inns  ho 
tels;  and  10  Homewood  Suites  hotels. 

"These  assets  are  worth  $84  a  share 
based  on  the  price-earnings  ratios  of 
recent  deals  involving  hotel/casinos," 
says  investment  adviser  Scott  Greiper. 
He  also  publishes  Bits  &  Pieces  Re- 
port, which  monitors  and  analyzes 
spin-offs  and  restructuring  deals. 

Greiper  thinks  each  segment  of  Pro 
mus  will  show  strong  growth  over  the 
next  three  years.  He  projects  annual 
earnings  growth  of  25%  for  the  Embas- 
sy Suites  and  Hampton  Inns,  with  a 
lO'A  growth  for  the  casinos. 

Greiper's  confidence  in  Promus  is 
largely  based  on  Michael  Rose,  who 
was  Holiday's  chairman  and  CEO  and 
has  retained  the  same  responsibilities 
at  Promus.  Greiper  expects  Rose  to 
bring  to  Promus  the  same  enthusiasm 
that  he  showed  at  Holiday,  which  re 
suited  in  two  big  special  dividends  and 
the  spin-off  in  just  two  years.  Greiper 
is  betting  that  Rose  will  restructure 
Since  there  are  major  real  estate  val- 
ues locked  in  the  hotels  and  casinos 
"we  expect  a  sale  or  a  spin-off  of  ei- 
ther the  gaming  or  lodging  operations, 
or  the  sale  of  Promus,"  he  concludes. 
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LEARNING  TO  KICK 
THE  DEBT  HABIT 


The  new  austerity  will  benefit  consumers  and  business — in  time 


'85  '86  '87 
▲  PERCENT  CHANGE 


The  debt  binge  of  the  1980s  is  over, 
and  a  new  conservatism  is  taking 
hold.  Slowing  demand,  shrinking 
profits,  and  intense  competition  are  turn- 
ing debt  loads  that  once  seemed  easily 
manageable  into  crushing  burdens. 
Those  who  said  the  borrowing  couldn't 
go  on  forever  were  right. 

Now,  as  the  credit  contraction  begins, 
the  economy  is  likely  to  undergo  some 
profound  changes.  Spending  will  slow, 
and  economic  output  will  be  dampened. 
But  savings  should  soar,  fueling  a  rise 
in  business  investment.  The 
transition  from  profligacy 
to  prudence  will  not  be 
easy,  however,  and  while  it 
will  bring  positive  results, 
they  may  not  be  apparent 
for  some  years. 
FRENZIED.  The  turmoil  in 
junk  bonds  is  merely  the 
clearest  sign  of  a  deeper 
credit  revulsion.  Business, 
consumer,  and  even  govern- 
ment borrowing  has  slowed 
sharply,  from  an  annual 
growth  rate  of  nearly  149c  a 
few  years  ago  to  less  than 
87c.  The  credit-rating  agen- 
cies are  getting  more  ag- 
gressive with  marginal  cor- 
porate borrowers.  Banks 
and  thrifts  are  tightening 
their  standards.  Govern- 
ment regulators,  chagrined 
by  their  own  laxity  while 
the  thrift  disaster  spun  out 
of  control,  are  practically  in 
a  frenzy,  imposing  con- 
straints on  the  nation's  fi- 
nancial institutions.  "The 
federal  watchdoixs  doing  their  job,  com- 
bined with  fear  in  the  private  sector,  are 
creating  conditions  for  conservative 
lending  standards  like  the  1960s,"  says 
William  H.  Gross,  managing  director  at 
the  Pacific  Investment  Management  Co. 

The  pullback  in  borrowing  is  bound  to 
have  a  marked  impact  on  the  economy, 
if  only  because  debt  had  so  dramatic  an 
impact  on  economic  growth  in  the  1980s. 
Easy  credit  built  office  towers,  shopping 
malls,  and  housing  developments.  It  also 
financed  the  leveraging  of  Corporate 


America,  including  some  $500  billion 
transformed  from  equity  into  debt.  And 
that  conversion  is  one  important  factor 
behind  the  1980s'  consumer  spending 
spree.  According  to  a  study  by  James 
Poterba  and  Paul  R.  Krugman,  econo- 
mists at  Massachusetts  Institute  of 
Technology,  and  George  N.  Hatsopoulos, 
chairman  of  Thermo  Electron  Corp., 
shareholders  spent  about  50$  of  each  $1 
they  got  in  cash  from  a  leveraged 
buyout  or  takeover.  "U.  S.  economic 
growth  was  stronger  because  of  lever- 
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age,"  says  David  D.  Hale,  an  economist 
at  Kemper  Financial  Services  Inc. 

All  that  will  change.  First,  spending 
by  consumers,  already  slowing,  is  likely 
to  fall  well  below  the  3.57  annual  rate  of 
increase  it  averaged  in  the  second  half 
of  the  1980s.  Indeed,  consumer  spend- 
ing, adjusted  for  inflation,  fell  by  0.17  in 
the  fourth  quarter  of  last  year.  And  con- 
sumers are  not  about  to  go  on  another 
borrowing  binge.  Some  economists  pre- 
dict that  people  might  retrench  as  resi- 
dential real  estate  values  slump  in  many 


parts  of  the  country.  Mortgage  loans  itr 
least  30  days  overdue  rose  to  57  durij 
the  third  quarter  of  last  year,  up  fn 
4.573  in  the  previous  quarter.  Insti 
ment-loan  delinquencies  climbed  to  mc 
than  2.87>  at  the  same  time — just  sh( 
of  the  record  hit  during  the  1974 
recession. 

PINCHING  PROFITS.  Business,  too,  is  ci 
ting  back  on  its  borrowing  and  spendii 
plans.  Business  investment  grew  at 
4.47  rate  from  the  fourth  quarter 
1988  to  the  fourth  quarter  of  1989.  B 
in  the  final  quarter  of  last  year,  capil 
spending  dipped  at  a  37:  annual  ra 
Investment  should  be  flat  to  slight 
lower  this  year,  several  Wall  Stre 
economists  predict.  The  reason:  the  ci 
rent  squeeze  on  corporate  profits  ai 
corporate  cash  flow. 

With  global  competition  so  fierc 
companies  find  it  difficult  to  raise  pric( 
What's  more,  their  debt  burdens 
pinching  profits  hard,  since  interest  pa 
ments  are  now  absorbing  a  record  3C 
of  cash  flow.  In  additio 
some  highly  leveraged  cor 
panies  are  discovering  th 
they  can  no  longer  sell  a 
sets  at  heady  prices  to  r 
duce  their  onerous  debt  o 
ligations.  Companies  a 
expected  to  trim  expenc 
tures  to  conserve  cash  flo^ 
All  this  means  that  tl 
economy's  growth  rate  ovi 
the  next  few  years  is  like 
to  run  below  the  2.67  pa( 
of  the  past  decade.  As  co 
porations  work  down  the 
debts,  for  instance,  the 
newfound  conservatism  w 
tend  to  ensure  that  growt 
remains  slow.  Says  Ben 
Bernanke,  an  economist 
Princeton  University:  "Tl: 
balance-sheet  phenomen 
can  amplify  the  busines 
cycle." 

There  is  a  bright  sid 
however.  With  the  del 
boom  cooling  and  spendin 
slowing,  savings  should  ii 
crease.  The  personal-sa^ 
ings  rate  has  already  climbed  to  nearl 
67,  significantly  higher  than  the  3.2! 
rate  in  1987.  The  maturing  of  the  bab} 
boom  generation  should  encourage 
higher  savings  rate,  since  middle-age 
people  tend  to  salt  away  a  higher  pei 
centage  of  their  income.  The  combine 
financial  and  demographic  forces  lea 
some  forecasting  gurus  to  predict  tha 
savings  could  rise  to  almost  107g  som( 
time  this  decade. 

Even  a  modest  rise  in  the  savings  rat 
would  help  the  U.  S.  economy.  That's  hi 
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Not  a  common  garden  variety. 
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—  201)  1 
-  100  ' 

The  surface  ot  Schott's 
laboratory  glassware 
is  just  as  smooth  and 
acid-resistant  as  the 
inside  of  the  pitcher 
plant. 


Life  is  tough  for  plants  in  Borneo. 
The  tropical  rain  forest  provides 
them  with  little  nourishment.  They 
can  supplement  their  diet  with 
insects,  but  how  can  they  stalk  their 
prey  when  they're  rooted  to  the 
spot? 

 Nature  has  come  up  with  the 

solution.  These  normally  green  plants 
have  developed  colorful  pitcher- 
shaped  leaves.  Many  insects  can't 
resist  them,  but  as  soon  as  one 
lands  on  the  edge,  it  slides  down 
into  the  acid  secretion  at  the  bottom. 
This  acid  is  strong  enough  to  digest 
the  bug,  but  doesn't  damage  the 
plant  itself. 

 Schott's  "Duran"  laboratory 

beaker  has  more  than  looks  in  com- 
mon with  the  pitcher  plant.  It  too  has 
a  non-porous,  ultra-smooth  surface. 
Even  minute  particles  will  not  adhere 
to  this  special  glass.  And  corrosive 
chemicals  have  no  effect  on  it. 

 The  beaker  is  just  one  of  1 400 

items  in  Schott's  "Duran"  laboratory 
glassware  line.  This  special  glass 
offers  a  distinct  advantage  for  labo- 
ratoriesand  thechemical  and  phar- 
maceutical industries.  Especially 
when  manufacturing  products  of 
the  highest  purity.  Or  producing 
corrosive  fluids. 

 Schott  worldwide:  50,000 

products,  50  production  facilities, 
represented  in  morethanlOO coun- 
tries, with  over  $  1  billion  in  sales. 

 Schott  in  North  America:  11 

companies  employing  more  than 
1,800  people. 

 Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,  Department  B 13, 
3  Odell  Plaza,  Yonkers,  NY  10701. 


a  SCHOTT 

Nobody  knows  more  about  glass. 


ndustries 


cause  a  larger  pool  of  savings  should 
allow  the  cost  of  capital  to  fall,  thereby 
promoting  capital  investment.  In  the 
1980s,  some  economists  believe,  skimpy 
savings  were  to  blame  for  the  extraordi- 
narily high  cost  of  capital  that  American 
corporations  faced,  compared  with  the 
cost  to  their  overseas  competitors.  That, 
in  turn,  held  the  rate  of  investment  in 
the  U.  S.  below  that  of  its  trading  part- 
ners, thereby  reducing  its  income  and 
living  standards. 

But  even  as  companies  shunned  in- 
vestments because  of  the  high  cost  of 
capital,  their  shareholders  forced  manag- 
ers to  pursue  such  strategies  as  restruc- 
turings, leveraged  buyouts,  and  take- 
overs to  get  high  returns.  This  forced 
management  to  pull  back  on  long-term 
capital  investment  and  increase  the 
payout  to  investors.  Foreign  companies, 
by  contrast,  spent  far  more  on  long-term 
investments  because  their  cost  of  capital 
was  much  lower. 

So  reducing  the  cost  of  capital  and 
shrinking  corporate  leverage  will  re- 
move a  huge  impediment  to  investment 
in  factories  and  in  research  and  develop- 
ment. "The  deleveraging  of  many  com- 
panies will  let  them  recapture  for  invest- 
ment the  cash  flow  now  diverted  to 
interest  payments,"  says  Richard 
Berner,  director  of  bond  market  re- 
search at  Salomon  Brothers  Inc.  Higher 
investment  rates  should  help  improve 
U.  S.  companies'  productivity  and  inter- 
national competitiveness. 
OTHER  PEOPLE'S  MONEY.  While  the  new 
conservatism  will  be  a  plus  in  the  long 
run,  it  will  claim  many  victims  besides 
bankrupt  Federated /Allied  Stores  and 
Drexel  Burnham  Lambert  Group  Inc. 
Rating  agency  Standard  &  Poor's  Corp. 
figures  that  about  §15  billion  worth  of 
bonds  could  go  into  default  this  year,  up 
from  $6  billion  in  1989.  Small  and  medi- 
um-size companies,  even  sound  ones,  are 
often  getting  flinty  responses  from  lend- 
ers. "It's  hard  to  differentiate  between 
good  and  bad  borrowers  during  times  of 
economic  uncertainty,"  says  Frederick  T. 
Furlong,  an  economist  with  the  Federal 
Reserve  Bank  of  San  Francisco. 

Shedding  the  excesses  of  the  1980s 
will  be  painful  for  both  borrowers  and 
lenders.  But  the  process  may  be  inevita- 
ble. A  healthy  financial  system,  in  which 
the  frugal  savings  of  individuals  are 
matched  to  the  dreams  of  borrowers,  is 
critical  in  a  modern  capitalist  economy. 
If  savings  can't  be  tapped,  investment 
withers.  If  borrowers  fritter  away  other 
people's  money,  wealth  is  destroyed. 
John  Maynard  Keynes  once  wrote  that 
the  relationship  between  debtors  and 
creditors  forms  the  ultimate  foundation 
of  capitalism.  Today,  debtors,  creditors, 
and  regulators  have  begun  the  task  of 
firming  up  that  foundation. 

By  Christopher  Farrell  m  New  York 
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CAN'T  AFFORD  NASA? 
CALL  RENT-A-ROCKET 


A  few  private  companies  are  finding  low-cost  ways  to  blast  off 


In  early  April,  if  all 
goes  well,  a  B-52 
bomber  will  take  off 
from  Edwards  Air 
Force  Base  in  California 
with  a  49-foot,  20-ton 
rocket  tucked  under  its 
wing.  As  he  reaches  an 
altitude  of  40,000  feet 
above  the  Pacific,  the 
pilot  will  release  the 
rocket,  its  engines  will 
ignite,  and  the  privately 
owned  Pegasus,  as  the 
craft  is  called,  will 
boost  a  small  military 
satellite  into  a  250-mile- 
high  orbit. 

The  Pegasus  is  a  bud- 
get rocket,  a  rare  bird 
that  marks  a  turn  away 
from  the  philosophy 
that  has  dominated  the 
nation's  space  program 
for  decades.  Big  rock- 
ets, big  satellites,  and 
astronomical  costs  have 
been  the  American  way. 
NASA  figures  a  single 
space-shuttle  launch  costs  S250  million. 
But  the  program  faces  a  budget  pinch — 
and  the  two-and-a-half  year  hiatus  after 
the  Challenger  disaster  dramatized  the 
costs  of  relying  mainly  on  the  space 
shuttle  for  launching  satellites  and  ex- 
periments. Now,  a  group  of  private  com- 
panies is  getting  ready  to  step  in  with  a 
variety  of  cheaper  launch  vehicles  and 
other  innovative  ideas. 
MORE  MILEAGE.  Like  the  shuttle,  the  new 
space  ventures  will  rely  on  a  familiar 
strategy:  recycling.  The  launch  system 
for  Pegasus,  which  is  owned  by  Orbital 
Sciences  Coi'p.  in  Fairfax,  Va.,  and  Her- 
cules Aerospace  Co.,  has  a  reusable  first 
stage — the  B-52.  Another  plan  involves 
reusable  satellites  that  can  parachute 
back  to  earth,  be  refurbished  and  sent 
aloft  again.  And  a  pair  of  companies  are 
planning  to  recycle  the  space  shuttle's 
huge  fuel  tank  as  an  orbiting  research 
laboratory. 

So  far,  low-budget  commercial  space- 
launch  ventures  have  had  a  checkered 
historj'.  For  example,  after  a  decade  in 


SHUTTLE  TANKS  COULD  BECOME 
ORBITAL  RESEARCH  LABS 


business,  tiny  Spj 
Services  Inc.  in  Roi 
ton  has  yet  to  launch 
first  payload.  Most  | 
perts  believe  the  indJ 
try  will  require  a  juif 
start  from  military  ca 
tomers  and  NASA  itsq 
"The  survivability 
this  industry  depenl 
on  the  military  as  ti 
primary  customer 
says  John  E.  Pike,  asJ 
ciate  director  of  spa 
policy  at  the  Federatif 
of  American  Scientist 
The  good  news  is  tH 
the  Pentagon  and  XA 
are  finally  beginning  | 
place  orders.  Over 
next  three  years,  th 
expect  to  sign  contrac 
for  20  outside  launch 
The  Defense  Advan 
Research  Projec 
Agency  (DARPA)  is  p 
neering  their  use  ma 
ly  for  tactical  commu 
cations  and  intelligen( 
gathering  satellites,  and  xaSA  war 
them  for  research  payloads.  "The  day 


clKII 


the  small  satellite  has  finally  arrivec 
says  George  Mason  University  ecorEoreffk 


mist  Lawrence  Stern,  who  has  just  co; 
pleted  a  study  of  the  market. 

Although  early  customers  will 
mainly  military,  Stern  and  others  belie 
that  small  satellites  will  be  used  for  lo 
budget  corporate  research  and  low-cc 
communications  networks  for  Thi 
World  countries.  Some  industn.^  expei 
forecast  that  the  market  will  amount 
more  than  SI  billion  over  the  next 
cade.  And  the  congressional  Office 
Technology  Assessment  (OTA)  has  jt 
released  a  report  predicting  that  ev 
smaller  satellites — dubbed 
craft" — could  be  launched  with  advanc 
technologies.  Instead  of  using  rocke 
these  miniatui'e  satellites,  weighing  le 
than  25  pounds  each,  could  be  hurl 
into  space  by  electromagnetic  guns 
laser-powered  launchers. 

Such  exotic  approaches  will  take  yea 
to  develop.  In  the  meantime.  Orbital  S 


"microspa%piY 


tjeti 
femes 
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^    '  When  YbuR  Business  Grows,  i 
Will  Your  Communication  Swem  Have  To  GoI 


Will  You  Be  Locked  Out  Of  Global  Markets 
Because  Your  Network  Isn't  Up  To  World  Standards? 


If  New  Communications  Technology  Gave  A  Competitor 
-         An  ADVANTAGE,WbULDYbuFXLL  Behind? 


Will  Your  Phone  System  Deliyer  '90s  Applications? 


>  know  for  sure,you'd  need  a  time  machine. 


Presenting  Meridian  1. 
It  Will  Take  You  Confidently 
 Into  The  Future.  

Get  ready  for  the  future  of 
business— faster,  more  intense, 
nore  global,  and  more  unpredict- 
ible  than  ever. 

New  Meridian  1  communica- 
:ion  systems  were  designed  for 
:hat  future.  They're  ready  for 

voice,  data  and 
video.  Ready 
/   ^^if??'*  M     connect  your 
operations 
worldwide. 
Ready  for  gi'owlh,  planned  or  not. 
Ready  for  future  technologies  like 
[SDN  and  fiber  optics. 


In  short,  they're  ready  for 
whatever  the  future  brings— a 
statement  that  might  strain 
credibility  coming  from  anyone 
else.  But  consider  this. 

Since  the  day  we  introduced 
the  first  digital  business  phone 


system— the  Meridian  SL-1—  , 
we've  continuously  offered  our 
customers  the  latest  technology. 
Yet  we've  never  made  a  single 
one  of  their  systems  obsolete. 
That  commitment  has  made 
us  No.  1  with 
businesses 
worldwide. 
And  with  Meridian  1,  the  com- 
mitment continues.  Every 
Meridian  SL-1  and  SL-100  can  be 
upgraded  to  Meridian  1. 

If  you  want  to  move  into  the 
future  of  business  communica- 
tions with  confidence.  Meridian  1 
can  take  you  there,  norfhem 
Call  1-800-328-8800.  IVV  ^'""'^ 


NORTHERN  TCLECOM 


technology  the  world  calls  on 


©  1990  Northern  Tfclecom.  Meriduin  1,  Meridian.  SL-1  and  SL-100  are  trudemarl<.s  of  Northern  Tfelecom. 
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ences  expects  to  be  the  first  low-budget 
venture  to  fly.  Its  Pegasus  launch  will 
cost  $6  million,  the  cheapest  of  any 
space  flight.  The  government  is  furnish- 
ing the  aircraft  for  Pegasus  flights  that 
carry  militaiy  satellites.  But  even  after 
the  company  gets  its  own  plane,  the  tab 
for  commercial  customers  will  be  a  bar- 
gain at  S8  million.  Eliminating  the  expen- 
sive first-stage  rocket  booster  "lets  us 
launch  twice  the  payload  at  half  the 
cost,"  says  Bruce  \V.  Ferguson,  a  vice- 
president  and  co-founder  of  Orbital  Sci- 
ences, which  has  contracts  for  two  more 
military  satellites  and 
options  for  an  addition- 
al three. 

An  added  lure  for 
customers  is  more  time 
in  space.  Today's  shut- 
tle-based experiments 
stay  aloft  only  a  few 
days — and  the  waiting 
list  to  fly  can  be  several 
years.  So  xaS.a^  is  ex- 
ploring the  idea  of  a 
small,  reusable  researcli 
satellite  for  microgra- 
vity  and  space  radiation 
experiments.  General 
Electric  Co.  and  Science 
Applications  Interna- 
tional Corp.  in  Tor- 
rance, Calif.,  have  each 
received  §900.000  con- 
tracts under  NASA's 
Life  Science  Satellite 
program,  known  as 
LifeSat.  The  satellite 
will  stay  in  orbit  for  at 
least  60  days,  then  re- 
turn to  earth  using  a 
steerable  parachute  sys- 
tem, a  technology'  al- 
ready perfected  by  the 
military  for  intelligence 
programs.  After  it  is  re- 
furbished, the  satellite 
should  be  readv  for  re- 
flight. 

More  than  just  keep- 
ing experiments  aloft 
longer,  LifeSat  will  be  able  to  fly  a  vari- 
ety of  orbits.  XASA  has  booked  its  first 
LifeSat  flight  for  December,  1994,  on  a 
McDonnell  Douglas  Corp.  Delta  II  rock- 
et. The  space  agency  plans  three  more 
flights  at  about  six-month  intervals — 
and,  budgets  permitting,  expects  three 
launches  a  year  in  the  following  decade. 
LABS  FOR  HIRE.  In  the  meantime,  entre- 
preneurs are  hatching  even  more  ambi- 
tious plans  for  private  space  ventures. 
One  is  to  turn  the  shuttle's  spent  exter- 
nal fuel  tank  into  huge  research  facili- 
ties in  space.  Currently,  the  rust-colored, 
.S50  million  tank  is  jettisoned  after  the 
shuttle's  main  engines  shut  off,  and  then 


tumbles  back  into  the  atmosphere, 
where  it  burns  up. 

X.\SA  recently  signed  agreements  with 
two  companies — Global  Outpost  Inc.  in 
Alexandria,  Va...  and  External  Tanks 
Coi-p.  in  Boulder,  Colo. — that  will  get  to 
use  five  of  the  empty  tanks  at  no  cost. 
Their  plans  call  for  the  154-foot-long  ex- 
ternal tank  to  stay  attached  to  the  shut- 
tle until  it  reaches  its  orbit.  Then  the 
shuttle's  big  manipulator  arm — or  the 
astronauts  themselves — could  outfit  the 
tank  with  the  necessary  equipment  and 
experiments. 


I 


SPACE  FLIGHT  ON  THE  CHEAP 


A  fledgling  industry  is  competing  to  provide  NASA,  the  Pentagon,  and  industrial  customers 

with  quick,  inexpensive  launches  for  small  payloads 

Company 

Rocket 

Payload  to  low  earth  orbit 

E'  PRIME 

S-1 

Up  to  4,500  pounds 

LOCKHEED 

Payload  System  rocket 

1,000  pounds 

ITV 

Scout  rocket 

Satellites  up  to  476  pounds 

ORBITAL 

Pegasus  (B-52-launched) 

Up  to  900  pounds 

SCIENCES 

Taurus 

3,000  pounds 

SPACE  SERVICES 

Conestoga  rocket 

4,000  pounds 

DATA;  BW 

That  may  not  be  as  farfetched  as  it 
seems.  Each  tank  is  actually  a  heavily 
reinforced  shell  enclosing  the  liquid  oxy- 
gen and  liquid  hydrogen  fuel  tanks,  with 
a  large  space  between  them.  Each  tank 
has  access  ports  that  are  used  to  check 
internal  sensors  before  tlight,  and  there 
are  external  brackets  that  hold  the  solid 
fuel  rockets  and  the  orbiter  itself. 

Initially,  Global  Outpost  plans  to  build 
a  modest,  lower-cost  research  facility 
that  will  be  anchored  to  the  brackets  on 
the  tank's  extei'ior  once  it  is  in  orbit.  The 
facility  would  have  racks  to  hold  experi- 
ments along  with  a  support  package  of 
power,  communications,  and  small  pro- 


pulsion systems  needed  to  keep  the  tac 
in  orbit,  says  President  Thomas  C.  Tt- 
lor.  He  wants  to  have  the  first  tac 
ready  for  use  by  1993,  and  envisio 
eventually  linking  three  or  more  of  tj 
tanks  so  that  they  could  use  the  sai 
power  and  communications  units 
BOLD  PLANS.  Taylor  estimates  that  it  v,\ 
cost  about  .$100  million  to  get  a  sin 
tank  facility  in  service.  He  hopes  to  ra: 
S25  million  and  finance  the  balance 
debt.  To  attract  customers,  he  plans  p. 
offer  his  service  for  §60,000  for  s| 
months  in  orbit  vs.  the  shuttle  charge  I 
S10,000  for  five  daj 
The  fee  will  include  t 
return  of  the  expe 
ments  to  earth.  A  bi; 
ish  Taylor  predicts  th 
the  first  sLx  years  in 
bit  will  produce  $1  t 
lion  in  gross  revenues 
from  both  military  a 
commercial  custome 
in  the  L'.  S.  and  othi 
countries.  , 
External  has  a  boldl 
plan.  Rather  than 
taching  a  laboratory 
the  outside  of  the  tar 
Philip  E.  Culbertson,  s 
nior  vice-president  ai 
a  former  xasa  offici: 
says  the  agency  wan 
to  convert  the  tank's 
terior  into  a  full-sc£ 
laboratory"  where  scie 
tists  can  work  in 
shirtsleeve  atmosphei 
For  about  S200  millic 
he  plans  to  create 
50,000-cubic-foot  wo 
area  in  a  single  exterr 
tank,  which  measur 
29  feet  in  diamett 
That  would  be  far  lar 
er  than  the  6,000  cul 
feet  planned  for  tl 
space  program's  $30  t 
lion  station,  Freedo 
which  isn't  expected 
be  ready  until  the  la 
1990s  at  the  very  earliest. 

Culbertson  hopes  to  have  his  tan 
ready  by  1996.  He  says  that  several  f 
tential  customers  have  shown  interest 
the  project,  including  the  governmen 
of  Japan  and  West  Germany.  "We  thii 
we  could  lease  it  for  SlOO  million 
year,"  he  says.  And  Culbertson  has  ; 
other  idea  for  those  spare  fuel  tanli 
"We  have  in  the  back  of  our  heads 
hotel  in  orbit.  The  greatest  two-week  v 
cation  you  ever  had.  for  about  S2  m 
lion."  He  adds:  "You  would  be  surpris 
how  many  people  would  pay  that  to  j 
into  space." 

By  Set/i  Payne  in  WashingU 


HITCHING  A  MDC:  THE 
KGASUS  ROCKET  IS 
LAUNCHEO  FBOM  A  B-52 
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SHOULD  THE  U.S. 
FREE  THE  BABY  BELLS? 

THE  REGIONALS  SAY  DEREGULATION  IS  KEY  TO  WORLDWIDE  COMPETITIVENESS 


stiof 
itnoiMi 


ot  long  ago,  visitors  to  France 
found  its  antiquated  telephone 
system  as  exasperating  as  Paris' 
manic  cab  drivers.  Japan's  phone  net- 
work was  an  embarrassing  Achilles' 
heel,  and  South  Korea's  was  skeletal. 
Now,  these  countries,  and  many  others, 
have  crash  programs  to  fashion  their 
phone  networks  into  tools  for  economic 
superiority  in  the  21st  century.  With  fi- 
ber-optic cables  and  digital  switches, 
they  are  starting  to  create  the  infra- 
structures for  the  Information  Age — 
vast  webs  of  high-speed  pipelines  to  han- 
dle torrents  of  digital  signals  for  voice, 
data,  and  video  traffic. 

And  the  United  States'.'  For  now.  it 
retains  perhaps  the  world's  best  phone 
system.  But  without  huge  investment  in 
new  teehnolotrv,  it  will  soon  be  overtak- 


en. The  implications  for  the  U.  S.  econo- 
my are  serious:  Just  as  nations  that  had 
inadequate  transportation  systems  could 
not  compete  effectively  in  the  Industrial 
Age,  a  country  with  a  backward  phone 
system  is  likely  to  fall  behind  as  more 
and  more  business  is  conducted  electron- 
ically. Japan,  for  one,  is  rushing  toward 
the  day  when  engineers  in  different  cit- 
ies will  be  able  to  design  cars  together 
by  dialing  up  and  sharing  a  simulation 
on  their  computer  screens.  If  the  U.  S. 
phone  network  can't  match  such  capabil- 
ities, Japan  could  gain  an  additional  pro- 
ductivity edge  over  American  business. 

If  this  seems  like  a  scary  scenario,  it's 
supposed  to  be.  Spelled  out  in  lobbying 
materials,  speeches,  and  advertisements, 
it  has  become  the  basis  for  a  crusade  by 
the  Babv  Bells,  the  seven  regional  tele- 


phone companies  created  in  the  breal< 


of  the  Bell  system  six  years  ago.  1 
Bells  say  they  are  ready  to  save 
U.  S.  from  becoming  an  also-ran  in 
Information  Age.  But  first,  they  demt  ^ 
to  be  freed  from  the  antitrust  rest: 
tions  that  are  enforced  by  Judge  Har  ^■'j^'^''' 
H.  Greene,  the  federal  justice  who  p 
sided  over  the  breakup.  Furthermo 
they  want  more  flexibility  from  st{ 
and  federal  regulators  who  dictate  hi 
much  money  the  companies  can  earn 
local  telephone  service.  "'Right  now 
public  policy  that's  holding  back  teleco 
munications,"  says  Raymond  W.  Smi 
chairman  of  Bell  Atlantic  Corp. 

After  six  years  of  individual  efforts 
loosen  Judge  Greene's  grip,  Ameritt- 
Bell  Atlantic,  BellSouth,  Nynex.  Paci; 
Telesis,  Southwestern  Bell,  and  US  W' 


WHILE  DOMINANCE 
IN  LOCAL  SERVICE. 

Estimated  1990  revenues 

BABY  BELLS 

$22.7  BILLION 

FIBER-OPTIC  NETWORK 
COMPETITORS 

$143  MILLION 

■  fees  for  local  private  lines  and  long-distance  access 


GIVES  THE  BELLS 
lALTHY  RETURNS 


118  BUSINESS  WEEK.  MARCH 


banding  together  in  a  carefully  or- 
strated  "Free-the-Bells"  movement. 
;y  have  pooled  about  $21  million  for 
ir  first  joint  lobbying  effort  and  have 
3atched  pitchmen  to  Capitol  Hill  and 

regulatory  agencies.  Their  primary 
i\  is  legislation  that  would  shift  feder- 
3versight  of  their  activities  from  the 
oubtable  Judge  Greene  to  Congress 
I  the  Federal  Communications  Com- 
,sion  (page  128). 

ORMATiON-POOR?  The  Bells  have  also 
nked  up  their  first  joint  advertising 
le  the  breakup.  "If  You  Like  Being 
,  2,  You'll  Love  America's  Telecom- 
nications  Policy,"  chided  the  headline 
an  ad  aimed  at  legislators.  Another 
;gests  that  because  of  the  limitations 
the  Bells,  American  chil 
n  are  already  being 
irived  of  such  edu- 
ional  advantages 
on-line  tutoring 
vices  that  could  be 


delivered  via  telephone.  Bell  supporters 
warn  of  dire  social  consequences:  "We 
are  developing  a  two-tier  system  that 
will  result  in  society  .  . .  being  divided 
into  the  information-rich  and  the  infor- 
mation-poor," says  Representative  Al 
Swift  (I3-Wash.),  who  introduced  a  pro- 
Bell  bill  last  year. 

But  powerful  opponents — ranging 
from  cable  television  companies  to  news- 
paper publishers  to  long-distance  carri- 
ers— are  conducting  their  own  lobbying 
campaign.  They're  telling  Congress  and 
regulators  that  competitiveness  is  a  pho- 
ny issue.  All  their  young  lives,  the  critics 
note,  the  Baby  Bells  have  sought  free- 
dom to  compete  in  information  services, 
manufacturing,  and  long  distance,  as 
well  as  an  end  to  caps  on  profits  from 
local  phone  service.  All  that's  new,  they 
say,  is  that  now  the  Bells  have  a  clever 
scare  tactic:  playing  on  Americans'  fears 
of  losing  out  to  foreign  competitors. 
Whether  their  strategy  wins  the  Baby 
fjells  the  total  deregulation  they 
crave,  the  fight  they  have  picked 
is  likely  to  have  profound  re- 
sults. By  elevating  their  strug- 
gle to  a  national  debate  over 
telecommunications  policy, 
they  are  forcing  both  public 
officials  and  ordinary  citizens 
to  consider  what  kind  of 
phone  system  the  U.  S.  really 
needs.  The  Bells  are  betting 


that  one  inevitable  result  of  rethinking 
telecommunications  policy  will  be  more 
freedom  for  them. 

Opponents  say  that  freeing  the  Baby 
Bells  would  do  nothing  to  advance  na- 
tional competitiveness  and  could  in  fact 
strangle  it.  Together,  the  seven  compa- 
nies serve  regions  with  807"  of  the  sub- 
scriber lines  in  the  country,  including  all 
major  cities.  Except  for  a  few  big  busi- 
nesses that  can  afford  to  bypass  the  lo- 
cal phone  company  and  connect  directly 
to  long-distance  voice  and  data  net- 
works, local  customers  are  the  Bells' 
captives.  Fiber-optic  carriers  now  oper- 
ate in  downtown  financial  districts,  sell- 
ing private  communications  lines  to  ma- 
jor customers  and  connecting  them  to 
long-distance  companies.  But  they  have 
grabbed  less  than  17'  of  all  revenue  for 
such  services  (table,  page  118). 

The  danger  in  deregulation,  critics 
say,  is  that  the  Bells  would  take  advan- 
tage of  their  monopoly  position.  They 
could  overcharge  captive  customers  for 
local  service  and  use  the  inflated  profits 
to  subsidize  entry  into  new  businesses, 
thus  at  once  gouging  consumers  and  sti- 
fling competitors.  Another  worry  is  that 
the  Bells  could  use  their  control  over  the 
local  network  to  thwart  competitors  who 
rely  on  phone  connections  to  deliver  ser- 
vices to  customers.  These  are  not  un- 
founded fears:  It  took  a  state  order  last 
year  to  get  Nynex  Corp.'s  New  York 


...THE  COMPANIES  SAY 
REGULATORY  LIMITS... 

INFORMATION  SERVICES  Can  transmit  in- 
formation but  cannot  create  it 

MANUFACTURING  Banned  from  design- 
ing or  building  telecommunications  gear 

LONG  DISTANCE  Can't  carry  toll  calls  out- 
side local  service  regions 

PROFITABILITY  Rate  of  return  on  phone 
service  is  capped.  But  some  states  now 
regulate  prices,  rather  than  profits 
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Telephone  Co.  to  accept  lines  from  fiber- 
optic bypass  companies. 

Cross-subsidies  and  unequal  access 
are,  of  course,  the  very  abuses  that  led 
to  the  federal  antitrust  suit  that  resulted 
in  the  breakup  of  American  Telephone  & 
Telegraph  Co.  When  the  Ma  Bell  mono- 
lith was  dismantled,  a  profusion  of  com- 
petitors in  long-distance  and  communica- 
tions equipment  pushed  down  prices  and 
created  more  choices  for  customers.  Op- 
ponents say  freeing  the  Bells  would 
undo  all  that.  "Nothing  has  changed 
which  warrants  stripping 
away  the  antitrust  protections 
so  critical  to  a  vigorously  com- 
petitive industry,"  says  Wil- 
liam G.  McGowan,  chairman 
and  chief  executive  of  MCI 
Communications  Corp. 

Nevertheless,  the  Baby 
Bells'  warnings  about  the  U.  S. 
phone  system  are  based  on 
some  painful  facts.  On  a  per- 
line  basis,  U.  S.  investment  in 
local  phone  networks  is  trail- 
ing. Each  year,  Japan's  Nippon 
Telegraph  &  Telephone  Corp. 
plows  $270  to  $300  per  sub- 
scriber line  into  its  local  phone 
network,  according  to  William 
Davidson  of  the  University  of 
Southern  California,  who  has 
done  Bell-funded  research. 
That,  he  says,  compares  with 
about  $230  a  year  in  Canada, 
Western  Europe,  and  Singa- 
pore-and  $150  in  the  U.  S.  Of 
course,  American  phones  need 
less  improving,  but  some  in- 
dustry watchers  say  the  U.  S. 
level  of  funding  is  already  in- 
adequate. Meanwhile,  the 
Baby  Bells  have  been  scouring 
the  globe  for  places  to  invest 
some  of  their  $8  billion  in  an- 
nual profits.  Overseas  projects 
range  from  cable  TV  in  Hong 
Kong  to  a  proposed  fiber-optic 
cable  across  the  Soviet  Union. 
FIBER  FUNDING.  The  low  invest- 
ment in  the  U.  S.  phone  system 
worries  Alfred  C.  Sikes,  the 
deregulation-minded  FCC  chair- 
man. "Are  we  behind  today? 
No,  I  don't  think  we  are,"  he  says. 
"Could  we  fall  behind  over  the  next  10 
years?  Yes,  I  think  we  could,  and  that 
bothers  me."  Adds  Janice  Obuchowski, 
who  heads  the  Commerce  Department's 
National  Telecommunications  &  Infor- 
mation Administration:  "We  haven't  got- 
ten that  much  weaker,  but  others  have 
come  on  very,  very  strongly  over  the 
last  10  years. ...  If  we  stay  with  the 
same  momentum,  we're  going  to  be 
overtaken  at  some  point." 

If  the  U.  S.  does  fall  behind,  it  will  be 


because  of  underinvestment  in  things 
that  few  people  ever  see:  computer-like 
digital  switches  for  routing  calls  and  ca- 
bles of  optical  fibers  for  carrying  huge 
quantities  of  voice,  data,  and  video  traf- 
fic at  nearly  the  speed  of  light.  France 
and  tiny  Singapore  lead  the  world  in  con- 
version to  digital  switches  (chart,  page 
119),  while  Japan  wants  to  be  first  in 
laying  fiber-optic  cables  to  homes  and 
businesses  (see  page  121).  Even  those 
who  oppose  full  freedom  for  the  Bells 
worry  about  the  lack  of  a  plan  to  keep 
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^  Other  [countries]  have 
come  on  very  strongly.  If 
we  stay  with  the  same 
momentum,  we're  going 
to  be  overtaken' 


the  U.  S.  a  world  leader  in  telecommuni- 
cations. "We  need  a  national  policy  that 
says:  'Here's  where  we're  going  to  go, 
and  here's  how  we're  going  to  get 
there,'  "  says  Larry  McLernon,  chairman 
of  Litel  Communications  Inc.,  a  long-dis- 
tance company  based  in  Columbus,  Ohio. 

The  Bells'  most  urgent  demand  is  to 
compete  in  the  burgeoning  information 
services  business — home  shopping  and 
banking,  news  and  weather  reports  and 
more,  all  supplied  over  the  phone  line. 
Under  terms  of  the  Modification  of  Final 


Judgment,  the  court-approved  setfe 
ment  that  lays  out  what  the  Bells 
do,  the  regional  phone  companies 
permitted  to  carry  data — say,  from 
electronic  bulletin  board  to  a  consu 
They  collect  the  fee  for  the  local  p' 
call  when  a  subscriber  uses  a  compi| 
and  modem  to  log  on  to  a  service  s  .  ^ 
as  Prodigy  or  CompuServe,  for  exam  ^^^^ 

But  they  can't  do  much  more, 
can't  create  their  own  information 
vices  or  manipulate  data  supplied 
somebody  else.  Judge  Greene  has  dei  * 
requests  for  waivers  on 
ruling  but  has  allowed 
Baby  Bells  to  arrange  " 
ways"  that  let  consumers  ( 
nect  to  several  informa 
services  by  dialing  a 
phone  number. 

The  Bell  companies  ar#* 
that  they  can  help  deliver  1 
ter  information  services 
consumers  and  business 
But  one  of  the  tenets  of 
Free-the-Bells  movement 
that  what's  needed  first 
huge  investment  in  fiber-oj 
cable  connections  to  hompMi  isii 
which  would  make  entir 
new  services  possible.  A  mo 
buff  who  didn't  like  trekk 
to  the  video  store  could  h 
any  film  transmitted  over 
cable  to  the  TV  on  comma: 
Or  a  famiily  could  have  a  fa 
to-face,  long-distance  reun 
by  setting  up  a  picture-ph' 
conference  call.  But  laying 
ber  to  every  home  would  cJ|Mtwo 
half  a  trillion  dollars  and  ta 
decades,  says  Bell  Atlanti 
Smith.  "It's  hard  to  build 
business  case  in  my  compa 
to  support  an  investment  o\ 
10  to  20  years  to  build  an  in 
ligent  network  if  we  can't  p; 
ticipate."  he  says. 
BOGUS  ISSUE.  In  other  won 
if  the  phone  companies  get 
provide  only  the  highway 
advanced  communications 
vices — and  collect  a  small 
for  each  call — they  say  i 
can't  justify  the  cost.  But 
they  are  allowed  to  sell  on-line  data  a: 
cable  TV  programming,  they're  willing 
make  the  investment. 

The  Bells'  opponents  are  not  movf^tatof 
They  say  that  fiber  to  the  home  is 
bogus  issue — that  the  Bells  have  no 
tention  of  rewiring  the  entire  country 
the  foreseeable  future  because  the  co 
is  prohibitive  and  there's  not  much 
mand  for  services  that  require  fib( 
With  the  exception  of  video,  most  s( 


vices  can  be  supplied  over  exi^tii 
wires.  And,  cable  TV  operators  say,  tl 
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THE  RUSH  TO  PAVE  A 
DIGITAL  SUPERHIGHWAY  OVERSEAS 


From  a  computer  in  Fukuoka,  Top- 
pan  Printing  Co.  sends  a  color 
magazine  layout  to  a  computer 
reen  in  Tokyo.  At  Takachiho  Chemi- 
1  Industry  Co.'s  plant  near  Tokyo, 
ficials  use  a  video  phone  to  study  an 
;aka  client's  brochure.  Nagoya's  To- 
i  Bank  keeps  in  touch  with  its 
anches  via  digital  fax  machines  that 
nd  print-quality  images  in  seconds. 
Japan  is  racing  to  get  an  edge  over 
e  U.  S.  and  Europe  in  intelligent 
one  networks.  As  of  now,  there  is  no 
;ar-cut  world  leader  in  new  communi- 
tions  technologies,  such  as  integrat- 
services  digital  network  (ISDN),  a 
heme  for  funneling  all  kinds  of  digi- 
;ed  voice,  data,  and  video  traffic 
rough  a  single  line. 
ON  provides  a  stan- 
,rd  way  for  comput- 
s  and  other  equip- 
ent  to  share  informa- 
)n  at  high  speed — 
ithout  using  expen- 
se leased  lines.  The 
•St  countries  to  install 
or  the  even  faster 
oadband  ISDN  super- 
ghways,  can  expect  to 
lin  a  competitive  edge 
'^er  other  nations, 
lat's  why  Japan  is 
eparing  to  shell  out 
)  to  $200  billion  over 
e  next  two  decades  to 
lild  broadband  phone 
itworks. 

To  be  first,  Japan  has 
lot  of  catching  up  to 
).  By  the  end  of  1989,  Nippon  Tele- 
'aph  &  Telephone  Corp.  had  installed 
jw  digital  switches  for  only  349'  of  its 
ibscriber  lines,  compared  with  44'''  in 
le  U.  S.,  according  to  market  re- 
sarcher  Northern  Business  Informa- 
3n.  Says  Michael  Jeremy,  senior  ana- 
st  at  Baring  Securities  (Japan)  Ltd.: 
[apan's  infrastructure  lags  at  least 
ve  years  behind  the  U.  S." 
LL  FOR  ONE.  But  Japan  has  one  big 
Ivantage  that  may  help  it  catch  up 
ist:  NTT  controls  the  entire  network. 
hat  will  make  extending  ISDN  from 
\e  part  of  the  country  to  another  rela- 
vely  simple.  In  the  U.  S.,  by  contrast, 
DN  equipment  has  been  installed  by 
;veral  switchmakers,  each  with  its 
A^n  software.  And  each  local  phone 
)mpany  has  interpreted  the  standard 
I  a  slightly  different  way.  Likewise,  in 
urope,  local  variations  of  ISDN  prevail 
1  each  country. 


Now,  Japan  is  ready  to  enlarge  its 
digital  network.  By  March,  1991,  NTT 
will  offer  ISDN  service  in  1,000  urban 
areas,  up  from  150  now.  The  company 
is  spending  $1.4  billion  a  year — a  third 
of  its  capital  budget — to  digitize  links 
among  all  major  cities  within  four 
years,  ntt  also  expects  that  all  of  Ja- 
pan's exchanges  will  have  digital 
switches  when  the  new  century  dawns. 
And  by  1995,  it  plans  to  launch  broad- 
band networks,  which  will  move  100 
million  or  more  bits  of  data  each  sec- 
ond, or  nearly  70  times  more  than  to- 
day's fastest  ISDN  circuits.  These  lines 
can  transmit  moving  images  for  full- 
motion  video  conferencing  or  high-defi- 
nition television. 


Perhaps  Japan's  most  ambitious  ef- 
fort is  in  fiber  optics.  NTT  wants  to  run 
fiber-optic  cable  to  all  Japanese  homes 
and  offices  by  2015  to  transmit  a  wide 
range  of  voice,  data,  and  video  traffic. 

In  anticipation  of  an  all-digital  phone 
network,  Japanese  office  equipment 
makers  are  rushing  out  ISDN-compati- 
ble fax  machines,  telephones,  and  of- 
fice phone  switches.  By  mid-decade, 
predicts  James  R.  Ashley,  an  analyst 
with  stockbrokers  W.  I.  Carr  (Over- 
seas) Ltd.  in  Tokyo,  such  equipment 
will  add  up  to  $5.5  billion  in  annual 
sales.  Adds  Koichi  Ohta,  manager  of 
business-systems  research  at  Fujitsu 
Ltd.:  "All  our  computers  can  be  built  to 
support  ISDN." 

In  Europe,  there  is  also  a  race  to 
develop  and  install  digital  communica- 
tions systems.  An  intelligent  phone 
network  is  seen  as  key  as  the  Conti- 
nent moves  toward  economic  integra- 


tion. In  the  past  few  years,  dozens  of 
pan-European  projects  have  been 
planned,  from  a  digital  mobile-phone 
network  to  a  full-blown  broadband 
ISDN  network.  Despite  a  1986  request 
by  the  European  Community's  Council 
of  Ministers  that  the  12  EC  countries 
forge  an  ISDN  standard,  there  are  still 
major  incompatibilities.  Now  the  EC  na- 
tions are  working  to  forge  a  common 
ISDN  system  by  1992.  In  the  meantime, 
different  versions  of  ISDN  are  being  in- 
stalled, and  that  could  lead  to  compati- 
bility problems  for  the  first  companies 
that  attempt  pan-European  ISDN  hook- 
ups, says  Jon  Newman,  of  BIS  Mackin- 
tosh market  consultants  in  Britain. 
SLOW  GOING.  Still,  Europe  is  already 
getting  a  taste  of  ISDN. 
For  example,  the  KIPA 
photo  agency  now  zaps 
ready-to-print  color  pic- 
tures of  celebrities  to 
publications  all  over 
Paris  using  ISDN.  And 
there  are  plans  for  lots 
of  digital  phone  pro- 
jects. The  EC  plans  an 
integrated  broadband 
network  to  span  the 
Continent,  to  be  built 
between  1995  and  2000. 
Reports  have  been  cir- 
culating that,  as  in  Ja- 
pan, the  tab  may  run  as 
high  as  $200  bihion.  EC 
officials  won't  say  what 
they  expect  to  spend 
but  say  it  will  be  a 
"huge  amount." 
For  all  the  dreams  of  digital  net- 
works catapulting  their  nations  into 
the  21st  century,  the  Japanese  and  Eu- 
ropeans have  a  long  way  to  go.  In  Ja- 
pan, even  enthusiastic  users  balk  at 
high  equipment  prices  when  the  net- 
works remain  so  limited.  And  Europe- 
an phone  companies  still  have  trouble 
just  delivering  conventional  services.  It 
takes  seven  months  to  get  a  phone  in- 
stalled in  Belgium.  In  Germany,  phone 
rates  are  so  high  that  one  Stuttgart 
company  uses  a  fleet  of  20  Volks- 
wagens to  distribute  computer  print- 
outs because  it's  cheaper  than  sending 
them  electronically.  But  that  just 
shows  how  badly  digital  communica- 
tions are  needed.  When  it  comes  to 
ISDN,  the  loudest  complaint  remains: 
What's  taking  so  long? 

By  Neil  Gross  in  Tokyo,  with  Thane 
Peterson  in  Paris  and  A.  Dunlap  Smith 
in  Brussels 
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He  published  56  booljiif 
saved  his  country.  Not  f  oi 


The  ability  to  do  more 
than  one  thing  well  is  often 
the  difference  between 
competence  and  excellence. 
I  In  the  case  of  Winston 
Churchill,  it  was  the 
difference  betw^een 
excellence  and 
brilliance. 

As  a  war 
correspondent 
he  won  renown 
for  his  courage, 


escaping  from  a  Boer  prison  cam 
South  Africa  and  crossing  300  mil 
of  enemy  territory.  As  the  Colonial 
Secretary  in  the  20's,  he  founded 
Jordan,  Iraq,  and  the  Irish  Free  Sta 

As  a  historian  he  wllent 
the  first  Nobel  Prize  for 
Literature  ever  awarded 
the  quality  of  the^poi 
word  as  well  as  t\ 
written  word. 

As  a  politician 
personified  the  will  of 
nation,  leading  Brita 
to  her  finest  hopm, 
Ml 
that  I 


TELECOMMUNICATIONS 


NFORMATION  SERVICES 


MOBILE  COMMU| 


)unded  3  nations,  and 
for  an  amateur  painter. 


And  at  his  tiuest  love— painting— 
talent  surprised  the  critics  and  his 
Iscapes  were  hung  in 
prestigious  Royal 
demy  of  Arts. 

Yet  it  wasn't  any  one 
lose  abilities,  but  all 
lem  brought  together, 

made  Churchill 
stuff  of  which  legends 
3om. 

And  if  you  understand 
r  that  combination  of 
^  remarkable  talents  can  lead  to 
silence,  you'll  understand  the  vision 
ellSouth. 

Individually,  the  companies  of 
South  are  counted  among  the  best 
beir  field.  And  when  brought 
ither  to  help  you,  they  can  provide 


HERE'S  HOW  THE  COMPANIES  OF 
BELLSOUTH  INTEGRATED  MANY  TALENTS 
TO  HELP  MULTI-LOCATION  BANKS. 

Developed  a  cash  management  service  utilizing 
public  videotext  network  capability- 
Assisted  in  acquisition,  implementation  and 
maintenance  of  advanced  technology  for  retail 
delivery  system  in  branch  locations. 

Integrated  automatic  number  identification 
technology  allowing  customer  access  to  his  data- 
base records  through  bank-based  systems  integration 
software  focused  on  in-bound  telemarketing, 
customer  scr\'ice  and  technical  support 

Offered  1. 544  megabit  data  transport  between 
larqe  banking  centers  and  headquarters  mainframe 
for  cost  effective  reliable  data  communications. 


integrated  solutions  to 
a  surprising  variety  of 
problems. 

Senior  industry 
executives  named  BellSouth  the  most 
admired  telecommunications  company 
in  America  for  the  past 
two  years  in  the  latest 
Fortune  magazine  survey. 
Which  means  if  you're 
looking  at  your  own 
business  and  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  for. 
After  all,  when  t  p 

you  can  surround 
a  problem  with 
remarkable 
talent,  successftil 
solutions  can't  be 
far  away. 


BELLSOUTH 


ADVERTISING  SERVICES  EVERYTHING  YOU  EXPECT  FROM  A  LEADER^^ 


Bells  have  exaggerated  the  returns 
available  from  transmitting  video  over 
fiber.  Even  if  they  wrested  $10  billion  a 
year  of  revenues  away  from  cable  TV 
operators,  they  would  still  enjoy  a  re- 
turn of  no  more  than  Lo*^'  on  their  in- 
vestment in  fiber-optic  cable,  estimates 
John  J.  Sie,  senior  vice-president  of  Tele- 
Communications  Inc.,  the  nation's  larg- 
est cable  company. 

The  nation  would  lie 
better  off,  critics  say,  ' 
the  Bells  focused  on  le- 
grandiose  schemes  thai 
could  immediately  im 
prove  competitiveness 
The   best   example  is 
ISDN,  the  integrated  ser- 
vices digital  network. 
ISDN  is  a  set  of  hardware 
and  software  stjindards 
that  let  various  digital 
machines — phones,  com- 
puters,  facsimile  equip- 
ment,  and  even  televi- 
sions— exchange  data  at 
high  speed  over  the  ex- 
isting phone  network. 

Once  switches  are 
installed,  digital  signals, 
rather  than  analog,  can 
pass  through  the  copper 
wires  that  go  to  every  home  and  busi- 
ness in  the  U.  S.  That  will  make  it  possi- 
ble for  the  network  to  handle  jobs  that 
now  require  exj)ensive  leased  circuits, 
such  as  high-speed  communications  be- 
tween computers.  While  the  savings 
would  be  immediate,  ISD.N  is  impractical 
now:  Although  it's  available  in  the  long- 
distance network,  only  isolated  islands 
of  ISDN  exist  at  the  local  level. 

The  shrillest  protests,  naturally,  come 
from  information  service  companies, 
which  fear  that  the  local  phone  compa- 
nies will  have  an  unfair  advantage  in 


their  business  because  they  control  the 
local  phone  network.  In  case  of  a  net- 
work failure,  for'  example,  the  phone 
company  might  bring  back  its  customers 
first,  says  Paul  Zoukis,  vice-president 
for  marketing  at  General  Electric  Infor- 
mation Services  Co.  If  customers  merely 
suspect  that's  possible,  "it  could  be  fatal 
to  us,"  he  says.  Newspaper  publishers 
also  want  to  keep  thr  \'-      'iiu  of  infor- 


ginal  computer  businesses.  "The  ic 
that  they  start  with  any  particular  4j|fiEy| 
vantage  is  ludicrous,"  says  David  Wal 
director  of  technology  for  Prodigy  S 
vices,  a  consumer  videotext  service.  T 
Bells  argue  that  they  would  do  better 
ventures  closer  to  their  core  busine 
that  are  now  off-limits. 

The  prime  example  is  equipment  m 
ufacturing.  Since  the  breakup,  the  pho 
companies  can  condi 
research  into  new  pn 
acts  but  can't  manuf; 
lure  or  even  desii 
them.  "We  have  to 
careful  that  our  pro 
types  are  not  too  goo( 
complains  Irwin  Dorn 
chief  technical  officer 
Bell  Communications  f 
search  (Bellcore),  the 
search  lab  owned  joint  s  rates  sti 
by  the  operating  comj  e^sthig 
nies.  For  instance,  B( 
core's  VideoWindow,  jnjcop; 
prototype  videoconf(  i»newh 
encing  system,  has  k  ibiKioy 
guished  on  the  shelf  I  mi^i 


mation  services.  Their  bete  noire  is  an 
electronic  version  of  the  Bells'  precious 
Yellow  Pages  data  base,  which  could  be 
a  shopper's  dream  and  reduce  newspa- 
per ad  revenue. 

SPOTTY  PERFORMANCE.  Whatever  the 
market,  foes  of  the  Baby  Bells  seem  to 
agree  on  one  thing:  The  most  likely  way 
for  the  seven  phone  giants  to  succeed  in 
new  businesses  is  by  falling  back  on  the 
enormous  financial  strength  that  their 
monopolies  give  them.  Indeed,  for  years, 
Nynex,  Pactel,  Bell  Atlantic,  and  US 
West  all  subsidized  money-losing  or  mar- 


18  months  because  B( 
core  researchers  cai  re 
turn  it  into  a  produ 
and   no  one   else  h 
Richard  D.  McCormi( 


picked  it  up 
president  of  US  West  Inc.,  argues  tlA*if 
letting  seven  giant  U.  S.  players  into  t 
market  would  soon  reverse  the  natioi 
trade  deficit  in  telecommunicatio 
equipment,  $1.9  billion  last  year. 

U.  S.  makers  of  telecom  equipme 
say  no.  Most  likely,  they  argue,  1 
Baby  Bells  would  add  to  the  deficit 
passing  off  the  actual  manufacturing 
offshore  partners.  But  the  equipme 
manufacturers'  main  concern  is  n 
trade.  They  fear  that  the  Bells  will  fav 
their  own  subsidiari 
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i  PHONE  POLICY 
OR  EVERY  STATE 


□  MOST  REGULATED 

□ 
□ 
□ 

□  LEAST  REGULATED 

OA[A:  ALTMAN  BRENNER  WAS5ERMAN 


T  REGUI 

I 


ro  the  seven  regional  phone  compa- 
nies, the  U.S.  looks  like  a  crazy  quilt 
of  telephone  policies.  And  they  are 
istantly  changing  as  state  and  federal 
ulators  try  to  come  up  with  ways  to  pro- 
te  modernization — without  sending  local 
)ne  rates  sky-high. 

rhe  most  highly  regulated  states,  such  as 
insylvania,  still  use  the  old  system  of  set- 
3  strict  caps  on  phcne  company  profits. 
•  the  new  trend  is  to  cap  prices  instead, 
julators  say  this  is  an  incentive  for  phone 
npanies  to  become  more  efficient  because 
y  can  keep  whatever  profits  they  moke, 
some  states,  such  as  North  Dakota,  all 
es  except  for  those  on  basic  phone  ser- 
i  have  been  deregulated.  The  assumption 
hat  competition  and  the  threat  of  reregu- 
on  will  hold  prices  in  line. 
California  has  just  adopted  a  modified  in- 


centive plan  that  is  be- 
ing closely  watched  as  a  possi- 
ble model  for  other  states.  It  sets 
profit  targets  for  basic  phone  service  but  en- 
courages efficiency  by  allowing  the  phone 
companies  to  keep  half  of  any  profits  be- 
yond the  target — up  to  a  limit.  Prices  for 
nonbasic  services,  such  as  voice  moil,  are 
fully  deregulated. 

Some  incentive  plans  have  backfired, 
however.  New  York  Telephone  Co.  accepted 
a  rote  freeze  and,  in  return,  was  permitted 
to  keep  excess  profits  beyond  the  target  set 
by  state  regulators.  Unfortunately,  it  never 
reached  the  target.  It's  still  hoping  for  a 
price-cap  plan  in  1992. 

If  a  Baby  Bell  could  move,  it  would  un- 


doubtedly head  for  Nebraska.  Since  deregu- 
lating nearly  all  phone  rotes  in  1986,  Ne- 
braska has  become  a  haven  for  companies 
that  run  telemarketing  operations  using 
WATS  lines  because  of  its  low  local  charges 
to  long-distance  companies.  But  consumers 
like  it,  too:  There  have  been  no  rote  hikes 
for  local  service. 

While  the  states  handle  most  Baby  Bell 
regulations,  the  Federal  Communications 
Commission  also  has  a  role.  Next  year,  it 
plans  to  impose  caps  on  the  rates  that  local 
phone  companies  charge  long-distance  carri- 
ers for  connections. 


buy  little  from  outside  suppliers, 
he  Bells'  slimmest  hope  for  freedom 
n  long  distance — where  they  face 
r  strongest  opponents,  AT&T  and  MCI. 
V,  the  local  phone  companies  can  only 
■y  toll  calls  within  widely  drawn  met- 
)litan  areas.  Extending  those  limits 
ht  be  welcomed  by  customers  paying 
1  rates  on  short-hop  routes  where 
■e's  less  competition.  But  the  long- 
ance  giants  are  telling  regulators 
,  the  Bells  would  unfairly  undercut 
petitors,  then  raise  rates  once  they 
e  gained  a  dominant  market  share. 
EGUARDS.  While  powerful  enemies 
•y  to  keep  the  Bells  out  of  new  busi- 
ses,  the  phone  companies  have  less 
jsition  when  it  comes  to  freeing 
nselves  from  antique  rate  regula- 
s.  There's  little  argument  that  the 
litional  method,  setting  a  cap  on  the 
:  of  return  a  phone  company  can 
:e  on  its  base  of  assets,  encourages 
ficiency.  Under  such  caps,  if  a  phone 
ipany  buys  unneeded  equipment,  it 
eases  its  asset  base  and  thus  its  al- 
able  profits.  If  it  improves  efficiency, 

resulting  "extra"  profits  must  be 
irned  to  consumers  as  rate  cuts, 
rofit  caps  can  be  downright  perverse 
an  industry  that  needs  to  modern- 
-especially  if  regulators  discourage 


investment  to  hold  down  the  rate  base. 
Last  year,  Pacific  Bell  agreed  to  give 
back  .$144  million  to  customers  after  Cal- 
ifornia's utility  board  concluded  that 
some  of  its  investment  was  unnecessary. 

The  emerging  alternative  is  to  put 
caps  on  prices.  It  allows  the  local  phone 
company  to  keep  what  it  earns  within 
the  accepted  rate  structure.  That  encour- 
ages greater  efficiency.  But  price  caps 
are  tricky.  For  example,  the  companies 
can  scrimp  on  investment  to  boost  prof- 
its. Or,  if  rates  are  set  too  high,  consum- 
ers suffer.  And,  under  price  caps,  phone 
companies  can  still  set  high  prices  on 
one  service  and  reduce  the  price  of  an- 
other to  undercut  competitors.  Still, 
price  caps  and  similar  systems  are  catch- 
ing on  and  are  now  used  in  many  states. 
'A  TRAGEDY.'  What's  the  best  route  to  a 
competitive  U.  S.  phone  network?  Most 
everybody  agrees  increased  competition 
will  he\\) — and  the  Bells  are  surely  eager 
to  compete.  Even  with  powerful  forces 
arrayed  against  them,  it  seems  likely 
that  the  Bells  will  gain  greater  freedom. 

The  problem  is  finding  ways  to  allow 
these  giants — averaging  $11  billion  each 
in  annual  revenues — to  enter  new  mar- 
kets and  stimulate  competition,  not 
crush  it.  It's  an  old  debate  that  the  Baby 
Bells  would  like  to  put  behind  them.  "I 


just  think  it's  a  tragedy  that  in  this 
country  we  spend  so  much  time  on  te- 
dious arguments  that  don't  have  much 
to  do  with  serving  the  public,"  says 
Ameritech  Chairman  William  L.  Weiss. 

That's  why  the  Baby  Bells  are  push- 
ing" so  hard  now.  But  the  short-term  out- 
look is  mixed.  The  Bells  are  rapidly  gain- 
ing ground  on  price  caps,  but  they  might 
actually  be  falling  behind  in  their  efforts 
to  undo  line-of-business  restrictions.  The 
main  Free-the-Bells  bill  of  1990  is  much 
less  liberating  than  last  year's.  Drafted 
for  the  House  telecommunications  and 
finance  subcommittee  headed  by  Repre- 
sentative Edward  J.  Markey  (D-Mass.),  it 
would  let  the  Bells  design  equipment  but 
not  manufacture  it.  They  could  provide 
electronic  Yellow  Pages  but  no  other  in- 
formation services  in  their  regions. 

The  chances  for  passing  even  that 
lukewarm  bill  this  session  seem  slim. 
One  reason  is  Congress'  preoccupation 
with  other  issues.  Another  is  money: 
Aside  from  Markey  himself,  who  doesn't 
accept  money  from  political  action  com- 
mittees, members  of  the  telecommunica- 
tions subcommittee  have  received  sub- 
stantial contributions  from  groups  on 
both  sides  of  the  issue.  That  should  keep 
the  debate  going  for  a  long  while. 

While  the  Bells  and  their  opponents 
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In  medicine,  a  good  image 
is  imperative. 


Many  people  think  ot  Hitachi  as  a  consumer 
electronics  company.  Winch  is  true  —  to  a  point. 
We're  also  a  technological  leader  in  medicine. 
Business  equipment.  Science.  Industry.  Computers. 
Telecom  m  u  n  i  ca  tions . 

Our  20,000  products  include  eveiything  Irom 
TVs  and  power  plants  to  image  processing  equip- 
ment. Such  as  facsimile  machines  and  magnetic 
resonance  imaging  (MRl)  systems. 

Take  MRl.  It  s  the  most  significant  advancement 


in  diagnostic  imaging  since  the  X-ray.  By  con 
mg  internal  images  of  the  human  body,  MRl 
enables  doctors  to  detect  problems  early  on 
make  more  accurate  diagnoses.  In  other  won 
MRl  can  help  save  lives. 


Hitachi  is  a  world  leader  in  high-resoluti(  1^1 


compact  MRl  equipment.  What  s  remarkable 
ever,  is  that  MRl  equipment  only  begins  to  te 
story  of  our  commitment  to  medicine. 
Our  involvement  encompasses  clinical 
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irs.  Electron  microscopes.  X-ray  CT  scan- 
ned ultrasound  equipment, 
ances  are  you  already  use  Hitachi  facsimile 
les.  You'd  be  m  good  company.  Some  of  the 
most  respected  companies  put  our  image 
;ing  technology'  to  work  every  day. 
I  see,  our  unique  technological  advance- 
mable  business  people  to  quickly  and 
tly  transmit  super  clear  photographs,  charts, 
ents  and  graphs.  Even  very  small  characters 


come  out  with  a  remarkable  high  degree  of 
precision. 

Taken  together,  Hitachi  is  a  people  company. 
Responding  to  the  wants  and  needs  of  individuals 
everywhere. 

And  that's  not  an  advertising  image.  That's  a  fact. 

0  HITACHI 

Hitachi,  Ltd.  Tokyo.  Japan 
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press  their  cases  in  Congress,  the  FCC  is 
getting  more  involved.  The  agency  re- 
cently began  enforcing  a  concept  called 
Open  Network  Architecture.  Under  ONa, 
phone  companies  are  required  to  sepa- 
rately price  each  component  of  local  ser- 
vice and  allow  other  companies  to  resell 
some  of  these  as  part  of  their  business. 
The  effect  would  be  to  reduce  the  phone 
company's  monopoly — and  with  it  the 
need  for  regulatory  limits. 

For  now,  U.  S.  competitiveness  in  tele- 
communications is  coming  increasingly 
into  question.  Last  year,  six  Japanese 
businessmen  met  with  Michael  S.  Han- 


sen, Ameritech's  director  of  strategic 
planning.  They  laid  out  Japan's  strategy 
for  making  information  services  207<  of 
their  nation's  gross  national  product  by 
the  year  2000 — as  much  as  cars  are  to- 
day. They  said  a  quarter  of  this  business 
would  come  from  sales  to  the  U.  S.  Han- 
sen asked  why  they  were  telling  him  this 
apparently  confidential  information.  The 
answer  was  astounding:  They  didn't  re- 
gard the  U.  S.  as  a  competitive  threat 
but  as  a  potential  partner  and  customer, 
says  Hansen.  The  message  was:  "You're 
no  longer  strong  enough  to  go  it  alone," 
he  says. 


i 


Would  freeing  the  Baby  Bells  makia 
difference?  Would  further  deregulatn 
give  the  U.  S.  the  phone  system  thalit 
needs  to  compete  in  the  Informata 
Age?  It's  a  debatable  point.  But  by  nje 
ing  it,  the  seven  regional  phone  comii 
nies  hope  to  ensure  that  they  are  partj 
the  answer. 

By  Peter  Coy  in  New  York,  with  Mi 
Lewyn   in   Washingtoyi,    William  C. 
monds  in  Denver,  and  bureau  reports 
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FOR  WHOM  THE  BELLS  WOULD  LIKE  TO  TOLL 


arold  H.  Greene  has  gotten 
I  used  to  the  steady  barrage  of 
I  attacks  from  the  seven  Bell 
companies,  legislators,  and  editorial 
writers.  But  the  U.  S.  District  Court 
judge  who  says  what  the  Baby  Bells 
can  and  can't  do  under  the  consent  de- 
cree that  broke  up  the  Bell  system  in 
1984  is  still  surprised  by  the  poison-pen 
letters  from  citizens.  One  recent  exam- 
ple, from  an  elderly  woman,  used 
words  "I  didn't  think  old  ladies  even 
knew,"  says  the  owlish, 
67-year-old  jurist. 

The  "Dump  Greene" 
movement  is  gathering 
steam.  On  Feb.  9,  the 
House  telecommunica- 
tions and  finance  sub- 
committee released  a 
draft  of  a  bill  to  shift 
much  of  Greene's  power 
over  the  Bells  to  the 
Federal  Communications 
Commission — and  give 
Congress  a  stronger 
role  in  telecommunica- 
tions. "It's  important 
that  Congress  reclaim 
this  policymaking  re- 
sponsibility," declares 
Representative  Edward 
J.  Markey  (D-Mass.),  the 
panel's  chairman. 

EVEHHANOED.  The  bill  reflects  a  grow- 
ing stntiment  that  control  over  so 
much  of  the  communications  industry 
should  not  rest  with  a  single  judge.  In 
overseeing  the  consent  decree,  Greene 
is  guided  by  antitrust  rules,  not  the 
nation's  broader  communications  policy 
concerns.  Nor  does  he  have  the  staff  to 
monitor  the  industry.  "It  is  logical  that 
the  1,800  people  here  who  focus  on 
communications  can  do  a  better  job 
than  a  judge  ;ind  two  law  clerks,"  says 
FCC  Chairma  1  Alfred  C.  Sikes. 


Yet  by  most  accounts,  Greene  has 
done  an  impressive  job.  At  the  time  of 
the  settlement,  most  analysts  thought 
American  Telephone  &  Telegraph  Co. 
got  the  better  end  of  the  deal.  But 
most  of  the  Baby  Bells  have  prospered. 
Greene  has  upheld  the  barriers  to  pre- 
vent them  from  using  local-network 
monopoly  revenues  to  fund  competitive 
ventures.  At  the  same  time,  however, 
he  has  granted  dozens  of  requests 
from  the  companies  to  enter  new  lines 


JUDGE  GREENE:  HE'S  UNLIKELY  TO  LEAVE  THE  CASE  VOLUNTARILY 


of  business  such  as  computer  retailing. 

Greene,  a  refugee  from  Nazi  Germa- 
ny who  was  a  civil-rights  lawyer  in 
Robert  F.  Kennedy's  Justice  Dept., 
gets  high  marks  for  his  extraordinary 
attention  to  the  details  of  the  Bells' 
complex  requests.  And  both  pro-  and 
antideregulation  forces  say  that 
Greene  has  been  evenhanded.  "He  just 
doesn't  respond  to  these  intellectual  or 
ideological  arguments,"  says  a  Justice 
Dept.  lawyer.  "He  always  does  what 
strikes  him  as  the  fair  thing  to  do." 

Despite  the  Baby  Bells'  carping, 


Greene  has  given  them  much  of  whi 
they  wanted.  Last  year,  he  lifted  a  r 
quirement  that  they  get  his  permissic 
before  launching  any  businesses  unr 
lated  to  phones,  such  as  real  estate.  H 
also  has  given  them  some  latitude 
information  services,  although  the 
still  can't  manipulate  the  data  the 
transmit. 

■BAD  NEWS.'  Nonetheless,  the  Bells  se 
the  judge's  control  as  a  major  roai 
block  to  their  grander  plans.  While 
lowing  some  exception 
he  has  carefully  stay* 
within  the  spirit  of  tl 
consent  decree.  An 
even  though  he's  no 
busy  presiding  over  tl 
Iran-contra  trial  of  fo 
mer  National  Securit 
Adviser  John  M.  Poi: 
dexter,  Greene  is  unlik 
ly  to  give  up  his  contri 
of  the  Baby  Bells  volui 
tarily.  To  the  Bells'  di 
may,  he  remains  vigo 
ous  as  he  approaches  7 
"We  got  bad  news 
cently,"  jokes  Bell  A 
lantic  Corp.  ChairniE 
Raymond  W.  Smith, 
has  gone  into  an  exe 
cise  program. 


About  the  only  way  Greene  will  st€ 
down  is  if  Congress  forces  him  to.  Bt 
legislators  say  that  the  draft  bill  no 
in  Congress  has  almost  no  chance  < 
passing  this  session.  FCC  Chief  Sike 
who  is  deregulation-minded  and  wou' 
like  to  give  the  Baby  Bells  more  fre 
dom,  might  actually  oppose  the  curre 
bill  to  dump  Greene  because  it  woui 
give  Congress  more  authority  than  iY 
FCC.  For  now,  that  leaves  the  Bab 
Bells  back  where  they  started — und< 
Greene's  thumb. 

By  Mark  Lewyn  in  Washingto 
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ar  Atlanta  office  is  swamped.  Chicago  is  overwlielmed 
10  knows  how  many  customers  have  given  up  while 
iting  on  hold,  or  couldn't  get  through  in  the  first  place 
e  thing  is  certain, 
jr  company  stands  to 
e  a  lot  of  business  not  just  today 
;  in  the  future.  A  real  shame, 
:ause  with  US  Sprints  new 
hanced  800  Service  with 
mmand  Routing  you  could  redirect 
)se  excess  calls  to  your  LA  office, 
it  takes  is  one  quick  call  to  our  800  service  hotline, 
d,  since  sometimes  you  know  that  special  events  and 
ffing  problems  may  cause  an  office  to  be  overloaded, 
3ther  feature  called  Call  Allocation  lets  you  redirect 


Wtlioiu'SOOsei'vice 
yoiicoiildsaye 
the  whole  coimtry 
with  one  call. 


calls  before  a  disaster  strikes.  You  can  even  customize  a 
schedule  to  route  calls  based  on  area  code,  time  of  day, 
day  of  week,  and  day  of  year.  What  makes  all  this  possible? 

Sprint's  unique  100"..  digital 
fiber  optic  network.  The 
network  that  is  \()()%  software  defined, 
allowing  changes  to  be  made  in  a 
matter  of  minutes.  So  if  you 
have  multiple  offices,  call  Sprint 
now  for  more  information  on  our 
Enhanced  800  Service.  And  be  prepared 
to  save  your  country  at  a  moment's  notice. 
Call  1-800-877-2000  today. 
It's  a  new  worldr 

US  Sprint 


IMyi  L'SSprini  rcunnninn  aliunsCumpanv  Limned  Partnership  ®  I'SSprini  isa  reflstfrMj  iradfmark  nf  fSSfirini  Ccitnmumr  ;i!iiirisr',,mt<an\  Lmii''-il  Panru-rship 
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ersonal  Business 


the  telex  confirming  jli 
stay — many  hotels  overl 
and  then  refuse  to  give  y 
room  without  the  confii 
tion.  It's  not  unusual  to  n 
dinner  reservations  six  wi 
in  advance,  since  good  res 
rants  can  be  few  and  far 
tween.  (In  any  event,  it's 
a  bad  idea  to  bring  alon 
private  food  cache.)  Air  t 
el,  medical  services,  and 
lets  are  primitive,  gas( 
and  spare  auto  parts 
scarce,  and  getting  a  pi  ^'f'^J 
connection  to  the  West 
take  hours  or  even  days. 
Why  bother?  Because 


In  1989,  A.  were 
glued  to  thi  lr  TV  sets, 
watching  the  Iri;))  Curtain 
collapse.  In  1990,  (fw-y  may 
want  to  make  th;  ii-  own 
sweep  through  Easii-rn  Eu- 
rope. But  make  no  luistake; 
An  East  bloc  jaunt  means 


roughing  it.  This  vacation  is 
strictly  for  adventurous  types 
willing  to  give  up  Western 
amenities  to  feel  the  pulse  of 
history. 

Package  tours  can  minimize 
the  discomforts  (box).  But  if 
you  want  to  go  on  your  own, 


consider  the  trip  a  communist 
version  of  Outward  Bound. 
Even  in  major  cities,  a  lot  of 
ingenuity  may  be  needed  to 
find  comfortable  quarters  and 
something  appetizing  to  eat. 

Reserving  hotel  rooms  in 
advance  is  a  must,  and  bring 


spite  the  decades  of  decay 


der  communist  rule,  Eas 
Europe  is  still  rich  with 
art  and  culture  of  more  p 
perous  eras.  Discovei 
those  treasures  among  the 
ins  gives  history  lovers  a 
erful  double  whammy 
sense  of  the  pre-socialist 
at  the  end  of  the  socialist 

One  approach:  Set  uj 
base  camp  in  lively  West 
lin.  with  daily  excursions 
the  other  side  of  the  \^ 
One  of  the  nicest  big  bote 
the  Grand  Hotel  Esplan; 
but  the  smaller  Savoy  Hot 
better  situated,  just  off 
pulsing  Kurfurstendamm, 
it  gives  guests  a  suite  for 
price  of  a  regular  room  (^ 
a  night)  whenever  one  is  f 
BORSCHT  BELT.  It's  best  to 
the  border  crossing  oiPwte 
weekday.  On  weekends 
scene  at   the  200-year 
Brandenburg  Gate  is  be 
ning  to  resemble  Coney 
land,  with  vendors  hawt 
everything  from  cotton  ca 
to  earrings  made  out  of 
fragments. 

Once  in  East  Berlin,  mi 
um  lovers  should  head  to 
Pergamon,  with  its  fanta 
collection  of  Near  East 
and  Egyptian  art.  Aftei 
stroll  through  the  buffec 
center  of  town,  hop  a 
World  War  II  streetcar  to 
Prenzlauer  Berg  distr 
dreary  shops  and  run-dc 
entryways  say  volumes  ab 
living  standards. 

For  a  traditional  East 
dinner  experience,  visit 
upscale   Moskau  restaur; 
where    so-called  Russ 
borscht  tastes  amazingly 
German  goulash.  Ignore 
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;rs'  advice  when  order- 
They  often  discourage 
imers  from  picking  the 
dishes,  such  as  beef  stro- 
ff,  which  require  extra 
t  to  prepare, 
cm  Berlin,  a  2V2-hour 
on  pre-World  War  II 
;  takes  you  to  Dresden. 
;rip  is  arduous,  especially 
r  back  at  night:  There 
10  highway  lights,  and — 
obvious  reasons — few 
.  showing  the  way  out  of 
Germany. 

t  Dresden  is  worth  it. 
victim  of  firebombing  at 
nd  of  World  War  II.  it's 
devastated  and  yet  more 
tiful  than  Berlin.  Inter- 
;ed  with  repugnant  Sta- 
;  architecture  are  the 
ibling  remains  of  the 
elegant  baroque  capital 
ixon  kings,  such  as  the 
ger,  an  18th  century 
lement  palace  of  Augus- 
he  Strong.  Travelers  can 
tour  the  Meissen  factory, 
ircelain  fame,  nearby, 
r  those  who  want  a  close- 
ok  at  East  Bloc  life,  Ber- 
ravel  agencies  can  ar- 
3  an  overnight  stay  in  a 
te  residence  in  Dresden 
her  East  German  cities — 
.  in  grand  old  prewar 
3S.  Alas,  the  luxury  is 
,  but  the  rooms  will  be 
and  warm  and  your 
1  may  well  invite  you  for 
it  over  beer. 

iL  PLAYS.  There's  no  con- 
for  the  most  beautiful 

in  Eastern  Europe — 
:ue  wins  hands  down, 
e  who  visit  in  June  can 
I  the  first  free  elections 
ore  than  40  years.  For  a 
i  of  glasnost,  stay  at  the 
a  Hotel  in  Wenceslas 
re  ($85  to  $100  a  night), 
e  deposed  leader  Alexan- 
Dubcek  made  his  trium- 
t  return  in  November. 

sure  to  catch  a  perfor- 
;e  of  the  Magic  Lantern, 
ique  combination  of  the- 
ballet,  and  film  invented 
ie  Czechs.  Plays  by  Presi- 

and  former  dissident 
vright  Vaclav  Havel  will 
erformed  at  the  National 
.ter  in  the  spring — but 
in  Czech. 

:getarians  could  starve  in 
:ue,  but  meat  lovers  will 
J  dining  at  the  old  wine 


PRAGUE'S  FIRST  OF  MAY  BRIDGE:  THE  CITY  HAS  FINE  FOOD,  GOOD  THEATER,  AND  STUNNING  ARCHITECTURE 


restaurant  Malastrana  under- 
neath Hradcany  Castle.  The 
Viennese  cafe  and  French  res- 
taurant at  the  renovated  Ev- 
ropa  Hotel  conjure  up  images 
of  belle  epoque  Europe. 

Those  who  would  like  to  ex- 
perience the  famed  dachas, 
those  rustic  retreats,  can  book 
a  weekend  at  the  Alberon  Ho- 
tel in  Kersko.  Set  in  a  lovely 
forest  about  25  miles  outside 
Pi-ague,  the  food  is  excellent 
and  the  rooms  a  mere  $10  a 
night.  Entrepreneur-owner 
Ivan  Hribal  built  the  Alberon 
by  lantern  light  last  year  and 
then  broke  every  rule  in  the 
book  to  get  past  the  legal  red 


tape  that  discouraged  private 
hotels.  Even  as  the  revolution 
took  off  in  November,  thugs 
were  still  driving  up  in  black 
Volgas  to  intimidate  the  de- 
termined Hribal. 

Budapest  combines  East 
European  charm  with  West 
European  flair.  To  get  a  feel 
for  Janos  Kadar's  goulash 
communism,  stroll  down  Vaci 
Street,  the  main  shopping  es- 
planade, and  stop  for  coffee 
and  pastries  at  the  182-year- 
old  Cafe  Gerbeaud  in  Worost- 
marti  Square.  Budapest  is  an 
ancient  spa  town,  so  take  a 
plunge  in  the  thermal  pools  at 
the  Gelert  Hotel.  The  Nation- 


PACKAGEP  APPROACHES  TO  EASTERN  EUROPE 

GENERAL  TOURS  800221-2216 

A  specialist  in  Eastern  Europe,  this  company  boasts  12  itinerar- 
ies, from  a  9-day  sampler  to  a  24-day  in-depth  package.  A  16-day 
deal  that  departs  from  New  York  and  stops  in  East  and  West 
Berlin,  Prague,  Warsaw,  and  Budapest  runs  $3,299 

PAN  AM  HOLIDAYS  800843-8687 

A  17-day  jaunt  thi'ough  the  grand  capitals  of  the  Eastern  Bloc,  in- 
cluding Budapest,  Cracow,  East  Berlin,  Dresden,  and  Prague 
costs  from  $2,129  to  $2,429.  with  air  travel  on  Pan  Am  

TRAfALGAR  TOURS  800854-0103 

Known  for  its  motorcoach  tours  throughout  Europe,  Trafalgar 
offers  a  24-day  "Best  of  the  East"  smorgasbord  of  seven  coun- 
tries, including  Bulgaria,  Czechoslovakia,  and  Romania.  Trips 
start  at  $1,999  per  person  (land  package  alone) 

YUGOTOURS  800228-1063 

This  offshoot  of  Yugoslav  Airlines  sponsors  an  all-inclusive,  19- 
day  "Grand  Tour  of  Eastern  Europe"  that  includes  East  Germa- 
ny, Poland,  and — of  course — Yugoslavia.  Prices  range  from 
$2,068  to  $2,348  depending  on  departure  dates  from  New  York 


al  Ballet  is  excellent,  especial- 
ly its  production  of  Romeo 
and  Juliet.  Art  lovers  should 
take  a  one-day  trip  to  Szem- 
tedre,  an  artists'  village  north 
of  Budapest  on  the  Danube 
River  that's  reachable  by  car, 
bus,  boat,  or  train. 
CHEAP  LUXURY.  Warsaw,  the 
ugly  duckling  of  East  Europe- 
an capitals,  offers  one  of  the 
starkest  examples  of  econom- 
ic collapse  under  communism. 
Still,  good  museums,  music, 
and  the  optimistic  Poles  make 
for  an  interesting  visit.  The 
medieval  Old  Town,  encircled 
by  the  remains  of  fortress 
walls,  features  several  good 
restaurants,  including  Swie- 
toszek  and  Lers.  Street  artists 
offer  watercolors  at  extreme- 
ly low  prices  for  Westerners. 

Unlike  much  of  Eastern  Eu- 
rope, Poland  is  a  shoppers' 
haven  for  whatever  you  can 
carry  out,  from  crystal  to  vod- 
ka to  caviar.  These  locally 
produced  luxuries  are  cheap, 
thanks  to  the  favorable  cur- 
rency rates,  and  plentiful.  In 
fact,  everyone  from  your 
waiter  to  your  hotel  valet  will 
offer  to  sell  you  some  private 
stock.  It's  usually  good  stuff. 

Intersperse  your  East  bloc 
tour  with  trips  to  such  West- 
ern capitals  as  Vienna  or  Hel- 
sinki. Even  travelers  excited 
by  the  revolution  can  tire  of 
socialism's  dreary  face  and  re- 
quire a  little  capitalist  deca- 
dence. Gail  Schares 
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BRIGHTEN 
YOUR  TEETH 
WITH  BLEACH 


It's  a  cosmetic  problem 
that  has  wiped  away  many 
smiles:  discolored  teeth. 
But  dentists  are  increasingly 
adopting  a  solution  that  is,  lit- 
erally, a  solution.  They  apply 
a  chemical  bleaching  agent  to 
teeth  to  whiten  them — a  pro- 
cess not  unlike  lightening  hair 
or  cleaning  clothes. 

Tooth  bleaching  liy  dentists 
began  gaining  popularity 
about  five  years  ago,  after 
improvements  in  the  chemi- 
cals made  them  more  effec- 
tive. In  the  past  year,  though, 
a  method  has  been  introduced 
that  allows  patients  to  whiten 
teeth  on  their  own. 

With  home  bleaching,  the 
dentist  first  fits  a  patient  with 
a  thin  plastic  mouthpiece  that 
rests  snugly  against  the  teeth 
and  gets  filled  with  bleaching 
solution.  For  the  next  two  or 
three   weeks,    the  patient 


i 


wears  the  device  for  up  to  20 
hours  a  day — removing  it  dur- 
ing meals  and  refilling  it  ev- 
ery two  hours.  At  around 
$600  to  $800,  the  procedure 
costs  about  one-third  less 
than  in-office  bleaching. 

Before  you  rush  to  get  fit- 
ted, however,  be  aware  that 
manv  dentists  are  still  warv 


of  home  bleaching.  The  Food 
&  Drug  Administration  con- 
siders it  a  cosmetic  process, 
not  subject  to  mandatory  clini- 
cal tests.  Says  Jacqueline 
Dzierzak,  a  Chicago  dentist 
and  adviser  to  the  American 
Dental  Assn.:  "We  know 
[home  bleaching]  affects 
tooth  color,  but  we  don't 


know  how  long  it  last  i 
whether  it  has  long-terr  a 
ver.se  effects."  She  feartl 
chemicals  could  weaken  jit 
iir  teeth,  or  irritate  the  ;Di 
ach  if  swallowed. 
TOUCH-UP.  For  now,  Dzm 
recommends  sticking  tcti 
more  traditional — and  k 
ly — in-office  bleaching.  Iijt 
procedure,  the  dentist  \M 
a  rubber  shield  aroundW 
teeth  in  the  patient's  "ta 
line"  to  mask  the  soft  tfii 
of  the  mouth  and  the 

>t  being  treated.  A  per| 
solution  much  stronger 
the  home  formula  is  ap 
to  the  exposed  teeth  andj| 
\  ated  with  heat  or  light  flj 
minutes.  It  takes  three  tcm 
visits,  followed  by  a  toult 
every  two  years. 

Not  even  in-office  blea(L 
can  do  much  to  eradicate 
most  serious  discolorati 
the  blackness  from  a  S( 
reaction  to  the  antibiotic 
racycline.  Bleaching  w 
best  on  teeth  slightly 
ened  or  yellowed  by  a; 
nerve  damage,  strong  co 
or  nicotine.  The  process 
make  them  super-white,  I 
may  make  smiles  a 
brighter.  Ami/  Du 


The  cycle  is  painfully  fa- 
miliar: The  government 
raises  interest  rates  to  fight 
inflation.  Foreign  investors 
snap  up  high-yielding  Trea- 
sury bills  and  drive  up  cur- 
rency exchange  rates  to  un- 
realistic levels.  The  merest 
hint  that  the  government 
might  lower  interest  rates 
then  causes  the  currency  to 
nosedive.  Since  that's  infla- 
tionary, the  government 
moves  rates  higher  still. 

But  this  time,  the  besieged 
borrower  is  Canada,  and  its 
dilemma  opens  up  some  in- 
teresting— and  speculative — 
investment  opportunities. 
Rates  for  one-year  Canadian 
Treasury  bills  hit  12.49!  in 
mid-February,  nearly  five 
percentage  points  higher 
than  U.  S.  rates.  With  the 
Canadian  dollar  at  an  un- 
characteristically strong  83(t, 
American  investors  will  pav 
about  $18,625  (U.S.)  to  buy 
at  discount  a  $25,000  Canadi- 
an T-bill.  If  the  exchange 


Smart  Money 

ARE  THE  T-BILLS  GREENER 
ON  THE  CANADIAN  SIDE? 


rate  stays  put  for  the  next 
year,  the  investor  will  be  re- 
paid $20,850  (U.S.),  for  a 
gain  of  $2,225.  The  same  in- 
vestment in  U.  S.  T-bills 
would  yield  perhaps  $1,475. 


U.S.  investors  could 
profit  handsomely  if 
exchange  rates  hold 


The  "if"  is  a  big  one,  how- 
ever. A  decline  in  the  Canadi- 
an dollar  can  wipe  out  the 
interest  premium — and  then 
some.  A  3$  drop  would  re- 
duce the  interest  income  to 
the  $1,475  you  would  have 


earned  at  home.  If  it  drops 
to  73$,  the  investor  gets 
$18,625  back— period.  For- 
eign debt  isn't  an  investment 
for  widows  or  orphans. 

There  is  ample  evidence 
that  Canada's  dollar  could 
weaken.  Consider  the  stam- 
pede that  greeted  a  govern- 
ment attempt  in  late  January 
to  ease  interest  rates.  When 
the  dust  cleared,  the  dollar 
had  dropped  3$.  On  Feb.  26, 
a  hint  that  the  AAA-rated 
government  debt  might  get 
downgraded  also  caused  a 
brief  drop.  If  the  currency 
markets  panic  again,  or  if 
global  interest  rates  catch  up 
to  Canada's,  the  dollar  could 
settle  into  a  78(t-to-80$  range. 

Of  course,  the  Canadian 


dollar  could  chart  a  stea^ 
course.  In  the  Bank  of  C{ 
da's  game  plan,  the  econc 
and  inflation  will  cool 
year  and  allow  the  cen 
bank  to  ease  interest  ra 
The  dollar  would  drop 
not  precipitously.  The 
sensus  forecast  is  that  it 
be  at  82$  by  yearend. 

BIG   MINIMUM.    Most  la 

U.  S.  brokerages  have 
ability  to  buy  and  sell  Ce 
dian  government  securit 
as  do  some  branch  office; 
Canadian  banks.  Most 
these  banks  will  insist  o 
minimum  investment 
$25,000.  The  banks  also 
CDs  at  equivalent  yields, 
these  are  subject  to  Can 
an  withholding  taxes  of  1 
The  bonds  are  not. 

In  any  event,  ask  the  I 
ker  or  the  bank  to  calcu' 
the  yield  after  applying  o 
mission  and  conversion  f( 
The  combined  charges  co 
take  a  big  bite  out  of 
gain.  Todd  Ma 
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The  results  of  our  phone  survey  are  in. 


If  you  and  your  phone  system  aren't  speaking,  talk  with  Fujitsu  Business  Com- 
munication Systems.  We  found  in  recent  independent  studies  that  Starlog,™  oui'  small 
business  voice  and  data  communication  system,  has  everyone  talking.  In  fact,  86% 
of  users  surveyed  rated  its  perfomiance  as  good  to  excellent.  Moreover,  the  Starlog 
achieved  a  higher  performance  rating  than  the  industry  leader  received  for  its 
:omparable  system.  Better  yet,  most  felt  the  Starlog  system  made  their  businesses  significantly  more  efficient. 
Maybe  that's  why  in  1987  Fujitsu  Business  Communication  Systems  was  the 
42  provider  of  small  business  communication  systems  in  the  U.S.  And  we're  qD 
Dacked  by  Fujitsu  Ltd.,  a  $16  billion  global  computer  and  telecommunications      r"  i  1 1 1 I  I 
eader  who's  been  around  for  over  50  years.lb  find  out  more  about  the  Starlog,      I  LJ  I  i  1  ^  LJ 
2all  or  write  us  at  3190  Miraloma  Ave.,  Anaheim,  CA  92806. 1-800-654-0715.  i 
Pretty  soon,  you'll  be  talking  like  a  satisfied  customer  too.  FUJITSU  BUSINESS 

COMMUNICATION  SYSTEMS 


C  1989,  Fujitsu  Rusiness  Communication  Systems.  Starlog  is  a  trademark  of  Fujitsu  Business  Communication  Systems. 


Tax  Tip5 


THE  TAXMAN 
SMILES 

ON  HOMEWORK 

TLixpayers.  take  heart. 
Tne  post-reform  land- 
scape has  offered  bieak 
prospects  for  breaks,  but  one 
golden  oldie  may  be  poised 
for  a  partial  comeback.  A  re- 
cent decision  makes  deducting 
home-office  expenses  easier. 

On  Jan.  18.  the  U.  S.  Tax 
Court  allowed  Dr.  Nader  Soli- 
mon  to  deduct  expenses  for 
his  hom.e  office.  An  anesthesi- 
-  ologist.  Solimon  practiced  at 
i  local  hospitals.  But  because 
\  the  hospitals  did  not  pronde 
him  with  an  office,  he  set 
j  aside  a  room,  in  his  apartment 
I  for  bookkeeping  and  billing. 
I     The  Internal  Revenue  Ser- 
\ice  had  not  allovv-ed  Solimon 
to  •RT-ite  off  the  costs  of  the 
home  office.  The  !RS  does  per- 
miit  such  deductions  for  tax- 
■  payers  who  are  not  self- 
I  emiployed.  if  they  have  desig- 
;  nated  a  space  at  home  exclu- 
1  sively  for  regular  business 
use.  Bu:  it  requires  that  the 


nonw  oi'iice  oe  the  taxpayer  ; 
principal  place  of  business, 
vs'here  he  or  she  meets  clients 
or  patients.  It  ruled  against 
Solimon  because  he  earned 
his  li\"ing  from  professional 
senices  performed  at  the  hos- 
pitals— not  from  administra- 
tive chores  done  at  hom.e. 
But  :he  Tax  Court  decided 


".:.at  as  long  as  tne  aoctor 
spent  "substantial"  time  at 
the  home  office,  he  could  take 
the  deduction.  The  court  also 
allovs  ed  Solimion  to  deduct  ex- 
penses incuiTed  dri^g  be- 
tween his  office  and  the  hos- 
pitals. Usually,  the  cost  of 
commuting  between  home 
and  v."ork  is  not  deducribie. 


Bu:  me  doctor's  trip 
counted  as  travel  bet* 
business  sites. 

^liile  the  decision  is 
couraging  for  those 
vs'ork  at  home,  experts  s 
may  be  too  early  to  br6al 
the  champagne,  because 
even"  taxpayer  can  qus 
He  or  she  should  spen 
least  four  to  six  hours  a 
in  the  home  office,  and 
work  there  should  be 
:o  :he  business. 

HOLD   OFF?    Most  URpor 

:.'';c  non'ic  expenses  shoul 
heftj-.  Under  the  1986 
Law.  taxpayers  m.ay  writ 
only  those  miiscellaneous 
ductions — including  hom 
fice  expenses — that  excee 
of  adjusted  gross  income, 
rule  didn't  apply  to  Solin 
case,  vs  hich  dates  back  hi 
tax  reform,  but  it  woul 
taxpayers  filing  today. 

Although  the  decision 
-tands  as  law.  the  IRS 
asked  the  court  to  recon- 
its  ruling.  The  decision 
take  months,  so  cautious 
payers  might  want  to  hol( 
on  deducting  expenses 
year.  But  next  year,  pn 
sionais  whose  employers 
proxide  office  space  m 
discover  sa\"ings  in  Solin 
'.icton".  Catherine 


Gettino-  Ahead 


SITTING  DOWN  WITH  THE  BOSS 
TO  FIND  OUT  WHERE  YOU  STAND 


Ar:\'jng  >  s:ress:u. 
THCOunters.  the  annual 
job  revievv-  ranks  high 
on  the  scale.  Virtually  no  one 
enjoys  it — and  few  benefit 
from  it.  So.  many  companies 
are  advising  employees 
to  supplemen:  the  re- 
viev.-  with  a  "reverse 
apprai-=al. 

The  idea:  Rather  than 
wait  for  the  boss  to 
summion  you  sr.  for  the 
official  review,  you  re 
quest  a  meeting  with 
him  or  her — to  discuss 
specific  ways  to  im- 
prove your  perfor- 
mance. "You  don't 
want  just  a  "How'rri  I 
doing'?'  discussion.  " 
says  Roger  F.ax  of  M> 
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::vai:0La-  ^y^:cn;^.  communi- 
cations consultants  in  West 
Orange.  X.J.  "You  want  to 
ask  vs  hat  your  strong  points 
are.  Then,  which  areas  are 
weak,  and  what  should  vou  do 


to  strengthen  them."  .Aiid. 
last.  "If  I  follow  yotu-  guid- 
ance, where  do  you  see  me  a 
year  or  so  fromi  now?" 

Getting  specific  career  di- 
rection is  seldomi  part  of  a  for- 
mal re\iew.  says  Flax,  be 
cause  that  often-perfunctor\' 
ritual  tends  to  grade  past  per- 
formance. In  conn-ast.  the  re 
verse  appraisal  focuses  on  the 
future.  It  can  also  be  a  m.ore 
relaxed  discussion,  "perhaps 
even  held  over  drinks 
or  lunch."  says  Henn" 
|?ohen.  a  human  re- 
sources manager  at 
Johnson  &.  Johnson. 

Contrarj"  to  popular 
::>elief.  asking  the  boss 
for  an  evaluation  isn't 
I  ."iewed  as  a  sign  of  in- 
-ecurit}".  ■  ^ 
tTS  delig:  ■  :  -j 
.-omeone  intercsicu  ai 
mo\Tng  up."  says  Gar\- 
Pearl,  human  resources 
•.icepresident  at  Lehm 
:c  Fink,  which  encour- 


ages the  reverse  idea.  C 
agrees:  "It  leads  to  more 
quent.  less  formal  meet 
so  people  always  know  w 
they  stand.'"  And  w 
they're  going.  Don 


Woith  Noting 


■  PLAY  BALL.  Baseba 
spiing  tr<aimng  dispute  w{ 
affect  somie  "fantasj'"  tn 
ing  camps  where  you 
play  against  Willie  Mays 
other  stars.  Sportsworld  ( 
924-8725)  hosts  week-k 
camps  in  late  April  on  Ar 
na  fields  used  by  the  Sea 
Mariners  and  San  Franci 
Giants.  The  cost:  S3.400. 

■  DAT  DATA.  Devoted  sol 
to  digital  audio-tape  play< 
the  DAT  Store  and  D.^iT  Au 
Gallery,  both  in  Santa  M« 
ca,  Calif.,  and  DATs  Incn 
ble  in  New  Y^ork  Cit>'  of 
20  different  ''gray  mark 
models  at  S800  to  §2.500. 


Corporate 
Membership 


In  An  Earlier  Day, The  Business  Traveler 
Was  Someone  Special. 


CORPORATE 
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Today  Thats  StillTrue. 

Share  the  benefits  of  Corporate  Membership  with  America's  best. 

The  American  Express'  Corporate  Card  is  designed  from  the  ground  up  to  make  doing  business 
easier.  Corporate  Membership  offers  vou  efficient  ways  to  organize  and  document  \'our  expenses,  save 
money,  smooth  your  business  travel  protect  vou,  your  employees  and  vour  purchases.  And  more. 

Nearly  two  thirds  of  the  Fortune  500  corporations  have  discovered  how  well  the  Corporate  Card 
succeeds.  So  have  business  people  at  many  of  America's  most  admired  companies.  And  thev're  joined 
by  more  than  a  million  dvnamic  entrepreneurs. 

The  Corporate  Card  from  American  Express.  Preferential  treatment  for  America's  best.  HHI 

For  information  about  Corporate  Membership  call  1  800-SUCCESS. 


To  Your  Success 


BusinessWeek 


and 


THE  FOREIGN  POLICY  ASSOCIATION 


Preser.t 


THE  FUTURE  OF  WORLD  TELECOMMUNICATIONS 
AND  INFORMATION  TECHNOLOGY 

National  Sovereigntij  and  the  Role  of  the  Corporation 
in  the  Global  Information  Age 


MAY  2-3,  1990 
McG  RAW-HILL 
WORLD  HEADQUARTERS 
NEW  YORK  CITY 

Since  its  inception,  tele- 
communications has  lived 
under  th^  'utiny 
of  gover'  jay  in 

country  arter  country  the 
government/telecommuni- 
cations linkage  is  weal<- 
ening  Rapidly  changing 
technology  and  the  compet- 
itive ~-^-?-  ves  of  global 
ente-  -  'orcing  corpo- 

rati :  ■  -  ;    -     e    S  '  -^um 
use 

tele:  'd 
infc 

leaamg  go'.ernaients  toward 
adoption  of  more  liberal 
telecommunications  and 
data  flow  regulations 

iVlore  than  any  other 
business  symposium  of 


1990  THE  FUTURE  OF 
WORLD  TELECOMMUNKl 
TIONS  will  be  a  meeting 
the  leading  edge  of  chan^ 
a  must"  meeting  for  any 
senior  executive  concern 
with  the  use  of  internatio 
computer  networks  and  tl 
flow  of  data,  capital,  or 
information  of  any  kind 

This  unusual  symposiu 
will  explore  how  the  gove 
nance  of  international 
telecommunications  will 
impact  the  global  compe 
tiveness  of  corporations 

VmenXedi  by  Business  Wee, 
in  association  wiif; 

Bell  Atlantic 
France  Telecom  Inc. 
MCI  Communications 

Corporation 
Nippon  Telegraph  & 
Telephone  Corporation 
Northern  Telecom,  Inc 


Leading  figures  of  the  international  telecommunications  world  will  be  present,  including 


The  Hon.  Brian  Carsberg 

Director  General  Office  of  Telecommunications,  United  Kingdom 

William  Colby 

former  Director  US  Central  Intelligence  Agency  (CIAI 

lohn  Eger 

former  Telecommunications  Advisor  to  Presidents  Nixon  and  Ford 

Romulo  Y.  Furtado 

Director-General  Ministry  of  Communication,  Brazil 


Dr.  lohn  Gibbons 

Director  Office  of  Techroiog;,'  ■    ■ ' 


■--r.es  Congress 


Leonard  Marks 

Former  Director  United  States  Information  Agency  lUSIAl 

janice  Obuchowski 

U  S  Assistant  Secretary  of  Commerce  and  Director  Nation 
Telecommunications  and  Information  Administration  (NTl/ 

Christian  Schwartz-Shilling 

Minister  PTT  West  Germany 
Albert  Sikes 

Chairman,  US  Federal  Communications  Commission  IFCC) 

Pekka  Tarjanne 

Secretarv-General,  International  Telecommunications  Union  (H 


Issues  ■  .  .de 

■  Global  Telecommunications  and  Information  Strategies  for  Multinational  Corporations 

■  New  Forces  Affecting  International  Telecommunications  Law  and  Policy 

■  The  Amencan  Agenda  in  International  Telecommunications  and  Information  Technology 

For  Details,  Call  tSOO)  448-3495  or  (2121 512-4930  or  write:  Marissa  Levy,  Registrar,  BusinessWeek 
Executive  Programs,  1221  Avenue  of  the  Americas,  36th  Floor,  New  York,  NY  10020 

Conference  also  available  in  your  locale  via  satellite.  Please  call  )ay  Emminger:  (212)  371-3106. 
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Be  sure  you  consi(Jer  all  the 
options  arid  avoid  potential  pit- 
falls when  you  build  your  next 
business  facility  VP  will  send 
you  free  this  valuable  and  com- 
prehensive planning  guide, 
"Building  Methods  Compared',' 
including  a  special  planning 
worksheet.  To  receive  yours,  just 
fill  out  the  coupon  below  or  call 
toll  free  1-800-238-3246. 


VARCO-PRUDEN 
BUILDINGS 

AMCA 

INTERNATIONAL 


Built  On  Superior  Service 


Free'  Building  Methods  Compared' 
including  the  planning  worksheet 
Mail  to  Varco-Pruden  Response  Center 
P  0  Box  3900 
Peoria,  IL  61614 
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The  flood  has  arrived. 
May  we  interest  you  m  an  ark? 


if 


Vol;;;  _  .    .-.-ntly the [argeiof 
thousands  oi  pieces  of  information  a 
da\:  So  we'll  get  straight  to  the  point. 

You  can  sit  by  and  find  yourself 
inundated  by  all  that.  Or  yoti  can 
choose  the  perfect  \'essel  to  navigate 
it:  Dowjones  News/ Retrieval.' 

We're  the  only  computer-based 
informiation  sen.  ice  specifically  de- 
signed to  meet  the  needs  of  people 
in  business  and  finance. 

And  given  the  business  world's 
obsession  with  wanting  e\'erything 
yesterday  we  attach  special  urgency 
to  speed.  Within  seconds,  we  bring' 
developments  from  across  the  coun- 
tr and  around  the  world  to  your  com- 
pu  erThoroughly  researched  news 


of  companies,  mdustries.government 
actions,  and  markets — including  de- 
tailed data  and  current  stock  quotes 
on  thousands  of  companies. 

We're  also  the  only  information 
service  that  offers  the  full  text  of  The 
Wall  Street  Journal'  and  Dowjones' 
News  Ser^'ices — which  can't  get  you 
what  you  need  yesterday  but  certainly 
gives'you  a  head  start  on  tomorrow. 

But  business  decisions  often 
require  a  perspective  broader  than 
the  present  alone.  Sowe  also  provide 
hundreds  of  other  rich  information 
sources;  periodicals,  surveys,  statisti- 
cal abstracts — information  on  practi- 
cally everything  from  acquisitions 
to  Zurich  gold  fixings. 


:     :        :  :;n  entire,  up-to-th 
second  business  reference  library 
shrunk  to  the  size  of  a  personal  corr 
puier  One  that  gives  you  in  seconds 
what  might  otherwise'take  months 
to  acquire.  And  lets  you  manage  tha 
information  instead'of  having  the  in- 
formation manage  you.  All  for  a  star 
up  cost  of  only  S29'95. 

So  the  next  timeyou  feelyourselff-^''« 
drowning,  reach  for  that  life  preserve 
on  \  our  desk  with  all  the  buttons  on 
It.  And  call  Dowjones  News/Retrieva 
at  1-800-225-5! 70.  Exr  681 . 


Dowjones 
News/Retrieval 

The  lifeblood  of  business." 


ivestment  Figures  of  the  Wee 


lENTARY 

jrally  upbeat  week  in  the  fi- 
I  markets,  despite  a  4.5% 
■  in  the  Tokyo  stock  market 
I.  26.  BoncJ  prices  and  the 
were  strong  most  of  the 
Stocks  were  given  a  boost 
I.  28  by  word  that  the  gov- 
it  had  made  an  upward  re- 
of  fourth-quarter  growth  in 
)ss  national  product.  But 
news  sent  bond  prices 
ig.  Small-cap  stocks  conttn- 
lag  behind  larger  issues 
ive  barely  budged  over  the 
5ar. 


Feb.  22-28 


BONDS 

Feb.       Aug.       Feb      Feb.  22-28 


THE  DOLLAR 

Feb.       Aug        Feb.      Feb.  22  28 


320  1050 


315  900 


Shearson  Lehman 
Treasury  Index 


1310  100 


1280  90 


J.  P.  Morgan 
Index 


52-week  change 

+  15.6% 

1- 

week  change 
1.3% 

52-week  change             1 -week  change 
+  5.2%  -0.9% 

52-week  change  1 
0.9% 

week  change 
0.9% 

IRKET  ANAIYSIS 

STOCKS 

latest 

%  change 
Week  SZ-week 

Latest 

Week  ago 

Year  ago 

(ONES  INDUSTRIALS 
)MPANIES  (Russell  1000) 

COMPANIES  (Russell  2000) 
)MPANIES  (Russell  3000) 

2627.3 
173.4 
157.7 
184.8 

1.7 
1.3 
0.4 
1.3 

17.1 
13.9 
2.0 
12.9 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.0% 
8.5% 
3.2% 
14.4 

8.0% 
8.7% 
3.4% 
14.2 

8.6% 
9.0% 
3.3% 
11.6 

% 

change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

GK  STOCKS 

latest 

Week 

52 -week 

S&P  500  26-week  moving  overage 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

342.7 
25.5% 
0.38 
0.82 

343.5 
26.0% 
0.41 
0.85 

Negative 
Neutral 
Neutral 
Positive 

IN  (FINANCIAL  TIMES  100) 
(NIKKEI  INDEX) 
TO  (TSE  COMPOSITE) 

2255.4 
34,592.0 
3686.7 

-0.2 
-3.2 
0.4 

1 1.6 
8.2 
3.8 

lllStRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC 

WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stcKk  in  group 

%  change 
4-week  52-week 

Price 

NEERING  AND  CONSTRUCTION 

16.2 

77.1 

FOSTER  WHEELER 

16.8 

48.9 

243/e 

LTH  CARE  SERVICES 

13.1 

12.2 

GENENTECH 

24.4 

35.4 

26% 

AND  GAS  DRILLING 

12.9 

76.2 

ROWAN 

14.5 

93.9 

11% 

NGS  AND  LOANS 

9.4 

21.8 

GOLDEN  WEST  FINANCIAL 

13.0 

54.6 

27 '74 

RSIFIED  MACHINERY 

9.1 

26.7 

INGERSOLL-RAND 

14.9 

48.3 

54y8 

■WEEK  LAGGARDS 

%  change 
4-week  S2-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-we«k 

Price 

D  MINING 

-10.0 

25.2 

HOMESTAKE  MINING 

-16.4 

36.2 

19% 

PITAL  MANAGEMENT 

-5.7 

24.3 

NATIONAL  MEDICAL  ENTERPRISES 

-10.1 

17.0 

31 

GS 

-4.6 

24.3 

PFIZER 

-13.7 

8.5 

59  Vs 

\MERCIAL  SERVICES 

-4.0 

-9.2 

OGDEN 

-12.6 

-4.6 

26V8 

D  CHAINS 

-3.6 

16.5 

GREAT  ATLANTIC  &  PACIFIC  TEA 

-8.0 

1.6 

48% 

ITUAL  FUNDS 


IRS 

eek  total  return 


MORNINGSTAR  INC 


LAGGARDS 


)ITY  STRATEGIES 
:ATEGIC  GOLD/MINERALS 
ELITY  SELECT  ENERGY  SERVICE 

ek  total  return 


20.3 
14.5 
9.7 


Four-week  total  return 

% 

STRATEGIC  INVESTMENTS 

-22.0 

UNITED  SERVICES  GOLD  SHARES 

-15.5 

INTERNATIONAL  INVESTORS 

-13.9 

52-week  total  return 

% 

■HJ  S&P  500 

4-week  total  return 


52-week  total  return 


ELITY  SELECT  ENERGY  SERVICE 

lATEGIC  INVESTMENTS 

ITED  SERVICES  GOLD  SHARES 


53.2 
52.2 
51.5 


PRUDENT  SPECULATOR  LEVERAGED 
STEADMAN  AMERICAN  INDUSTRY 
UNITED  SERVICES  LOCAP 


-23.0 
-13.1 
-13.1 


LATIVE  PORTFOLIOS 


'  amounts 
sent  the  present 
of  $10,000 
ted  one  year 
1  each  portfolio 

itages  indicate 
3y  total  returns 


Treasury  bonds 
$11,696 

+  2.51  % 


L .  S. stocks 
$11,538 

-1-0.41  % 


nil 


Money  market  fund 
$10,735 

-f-0.15% 


Gold 
$10,493 

-2.95% 


DATA  RESOURCES  INC 


Foreign  stocks 
$10,453 

-6.48% 


on  this  poge  ore  as  of  market  close  Wednesday,  Feb,  28,  1990, 
groups  include  S&P  500  companies  only,-  performance  and  share  pr 


ess  otherwise  mdicafed. 
.  ore  OS  of  market  close 


Feb.  27.  Mutual  fund  relun 
detailed  explonotion  of  this 


s  ore  as  of  Feb,  23.  Relative  portfolios  ore  valued  as  of  Feb,  27  A  more 
page  is  ovoiloble  on  request 
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itorials 


THE  CUSTOMER 
IS  ALWAYS  RIGHT 


anagement  guru  Peter  Drucker  put  it  as  well  as 
1  anyone.  The  only  valid  definition  of  business  pur- 
l|)ose,  he  wrote  over  three  decades  ago,  is  "to  create 
a  satisfied  customer."  Yet  the  sad  truth  is  that  this  axiom 
has  been  honored  more  in  the  breach  than  the  observance  by 
many  American  companies  in  recent  decades.  The  continuing 
inroads  made  by  foreign  producers  in  U.  S.  industrial  and 
consumer  markets  are  often  a  direct  reflection  of  foreigners' 
greater  devotion  to  product  quality  and  customer  service. 

The  good  news  is  that  U.  S.  business  is  finally  taking  note. 
Managers'  obsessive  concern  with  cutting  costs,  bolstering 
cash  flow,  and  boosting  overall  market  share  is  giving  way 
to  increasing  awareness  that  individual  customer  satisfac- 
tion is  the  key  to  profitable  growth.  More  and  more  compa- 
nies are  fine-tuning  their  marketing  and  product-develop- 
ment strategies — from  industrial  giants  such  as  IBM  and 
Du  Pont  Co.  that  are  helping  customers  improve  their  own 
products,  to  retailers  and  consumer-goods  producers  that 
are  focusing  on  consumer  needs  and  complaints  (page  88). 

Hopeful  as  such  changes  are,  much  more  has  to  be  done. 
As  the  Japanese  have  shown,  a  true  commitment  to  custom- 
er service  involves  the  active  participation  of  everyone  in  the 
corporate  structure — from  top  executives  and  managers  to 
researchers,  production  workers,  and  sales  personnel.  In  the 
era  of  heightened  global  and  domestic  competition  that  lies 
ahead,  American  companies  that  strive  to  make  such  a  com- 
mitment are  likely  to  survive  and  prosper.  Those  that  don't 
risk  finding  themselves  out  in  the  cold. 


FREE  THE  BABY  BELLS— 
CAUTIOUSLY 


The  astonishing  impact  of  telecommunications  technol- 
ogy on  American  business  and  home  life  in  the  past 
decade  is  only  a  taste  of  things  to  come.  In  the  not-so- 
distant  future,  Americans  will  have  the  telephone  equivalent 
of  a  superhighway  to  every  home  and  business:  fiber-optic 
cables  capable  of  carrying  billions  of  bits  of  information  per 
second,  including  high-definition  television,  movies,  and  vast 
libraries  of  comi)uter  data  and  images. 

The  question  is,  how  soon,  and  will  the  U.  S.  get  there 
only  after  the  rest  of  the  world  starts  reaping  the  benefits 
of  fiber?  Aided  liy  government  subsidies,  Japan  and  West- 
ern Europe  have  unveiled  plans  to  spend  some  $200  billion 
each  in  the  next  few  decades  to  extend  digital  fiber-optic 
lines  to  all  homes  and  businesses.  In  the  U.  S.,  by  contrast, 
the  transition  to  fiber  is  proceeding  in  a  halting  and  piece- 
meal fashion,  with  only  large  companies,  university  systems, 
and  some  affluent  communities  likely  to  reap  the  benefits 
for  the  foreseeable  future — unless  national  policy  changes. 

The  sticking  point  is  economic.  Setting  up  a  digital  fiber- 
optic network  that  links  all  homes  and  business  could  cost  as 


much  as  $500  billion  and  would  necessarily  involve  the  s<fe, 
regional  phone  companies  that  were  severed  from  Ameij 
Telephone  &  Telegraph  Co.  in  1984.  But  the  Baby  Bells 
they  won't  have  the  financial  incentive  to  make  such  l-j 
investments  unless  they  are  permitted  to  go  into  relj 
businesses  such  as  information  services  and  equipment 
ufacturing,  which  they  are  currently  barred  from  entei] 
Opponents,  on  the  other  hand,  argue  that  the  Bells  could] 
their  monopoly  over  local  phone  lines  to  subsidize 
information-services  businesses  and  to  undermine  com 
tors.  The  brouhaha  is  stymieing  efforts  to  accelerate 
creation  of  a  nationwide  fiber-optic  network. 

Both  sides  make  some  good  arguments.  But,  on  bal 
the  Bells  present  the  better  case.  Given  more  freedom 
profit  opportunities,  they  will  be  able  to  accelerate  im 
ment  in  fiber  optics,  as  well  as  provide  new  products.  T 
they  could  take  advantage  of  their  position,  but  there 
ways  to  guard  against  anticompetitive  abuses — including 
threat  of  reregulation.  The  U.  S.  can't  stand  still  while  o 
countries  rush  to  set  up  communications  systems  that 
give  them  an  important  edge  in  productivity.  We  say:  1 
the  Baby  Bells — but  cautiously. 


HOW  TO  BOLSTER 
CHAMORRO'S  TRIUMPH 


Anew  political  wave  may  be  rising  in  Central  An 
ca,  not  unlike  the  popular  ground  swell  transfornj 
Eastern  Europe.  The  victory  of  Violeta  Barrioa 
Chamorro  in  Nicaragua  and  the  Sandinistas'  apparent  ac 
tance  of  that  victory  are  a  turn  away  from  violence 
authoritarian  government  and  a  rejection  of  ideology  in 
vor  of  pragmatic  solutions  to  economic  problems. 

Nicaragua's  first  free  and  fair  election  should  help  lay 
foundation  for  stable  democratic  rule,  not  least  by  revea 
to  political  leaders  the  true  extent  of  their  popular  supp 
After  11  years  in  power,  the  Sandinistas  learned  that  ti 
have  only  a  419!  following  among  the  Nicaraguan  peq 
With  55/'  of  the  vote,  Chamorro  and  the  leaders  of  herj 
party  coalition  have  a  clear  mandate  to  deregulate  Nici 
gua's  economy  and  open  up  its  society.  But  they  also  ki 
that  they  could  trigger  bitter  social  strife  if  they  ignore 
two-fifths  of  Nicaraguans  who  support  the  Sandinistas' 
sion  of  a  just  society. 

For  the  U.  S.,  the  election  confirms  the  wisdom  of  Pr 
dent  Bush  and  Congress  in  dropping  military  aid  to 
contras  and  instead  prodding  the  Nicaraguans  toward 
tions  under  the  Central  American  peace  plan.  Now,  W; 
ington's  first  priorities  must  be  to  demobilize  the  cont 
lift  the  U.  S.  trade  embargo,  and  give  prompt  aid  to  shor 
Nicaragua's  economy — and  democracy. 

The  same  basic  lesson  applies  in  El  Salvador,  where  | 
White  House  has  been  backing  a  repressive  army  in  a  st 
mated  war  against  Marxist  guerrillas.  In  that  count) 
politics,  army-supported  death  squads  have  intimidated 
ers,  parties,  labor  unions,  and  other  groups.  The  U.  S. 
best  help  bring  peace  to  El  Salvador  by  supporting  nego 
tions  to  end  the  fighting  and  hold  free  and  fair  election 
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James  Robinson  III 
had  grand  plans 
to  build  a  financial 
empire.  But  then 
came  the  mess  at 
Fireman's  Fund. 
And  the  Safra  affair. 
And  now  Shearson. 
Thank  heaven 
for  credit  cards. 
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On  a  Tuesday  evening  Mike  Gelfand,  VP  of 
Sales  at  Waldner  s,  the  Steelcase  dealership  in 
Farmingdale,  NY,  was  having  dinner  with  his 
family  when  the  phone  rang.  "Mike,  we're  in  trouble. 
You're  my  only  hope!" 

The  caller,  the  facility  manager  at  one  of 
New  York's  largest  banks,  was  seeing  red.  Actually, 
red-red  orange. 

His  bank  had  ordered  half  a  million  dollars' 
worth  of  Steelcase  open-office  panel  systems, 
but  somewhere  along  the  line  someone  had  keyed 
in  the  wrong  color  number. 

"When  the  first  500  panels  came  in^  Mike  recalls, 
"the  poor  guy  at  the  bank  took  one  look  and  nearly 


M 


Steelcase 

/ //(■  ( f/ficc  tjwiriinntcnl  i  omnonv 


died.  'Those  aren't  my  panels!  I  ordered  beige!'" 
The  carpeting  was  down,  the  walls  were  painted, 
the  door  bucks  were  stained.  Important  clients  would 
be  coming  to  see  the  installation  in  a  week.  Disaster 

Mike  called  Jane  Williamson,  his  Steelcase 
rep,  and  she  got  on  the  phone  to  Dealer  Services 
in  Grand  Rapids.  They  authorized  the  panel 
factory  to  do  whatever  was  necessary  to  correct 
the  rest  of  the  order,  but  the  500  red-red  orange 
panels  that  were  already  at  the  bank  had  to  be 
fixed  on-site. 

On  Friday,  the  factory  flew  in  1,800  yards  of 
beige  fabric.  Saturday  morning,  three  Steelcase 
technicians  from  the  Athens,  AL,  factory  arrived 


and  met  five  of  Waldner's  installers  at  the  bank. 
They  set  up  an  assembly  line,  ripped  off  the  old 
fabric,  put  on  the  new.  By  Sunday  evening,  working 
around  the  clock,  they'd  completely  reupholstered 
all  500  panels. 

The  bank  was  up  and  running  by  Wednesday. 
While  the  bank's  important  clients  toured  the  new 
installation,  Jane  and  Mike  took  the  guys  from 
Athens,  who'd  never  been  to  New  York  City,  to  see 
the  Statue  of  Liberty. 

"Steelcase  really  came  through  in  a  clutch 
situation^  Mike  says.  "It  was  an  amazing  job.  No 
other  manufacturer  could  do  that,  or  would." 

No  other  dealer,  either. 
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Some  companies  have  finally 
introduced  their  first  laser  printer 


The  breakthrough  HP 
LaserJet  III  printer  is  here. 

And  with  it  tomes  print  ijuality 
like  you've  never  .seen  before. 
With  it  come  doc  uments  that 
sparkle. 

Now  everything  you  print  can 
be  more  professional.  More  per- 
suasive. The  improvement's  are 
made  possible  by  HP's  exclusive 


Resolution  Enhancement  tech- 
nology. The  result  is  clearer 
res(  )luti<  )n.  Shk  h  )t  her  edges.  And 
curves  that  really  curve. 

But  the  breakihrougli  in  resolu- 
tion isn't  the  only  news.  With  the 
LaserJet  III  printer,  you  get  more 
fonts.  In  more  sizes.  And  you 
get  it  all  for  a  list  price  of  just 
$2,395.*  Considerably  less  than 
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Hewlett-Packard  introduces  the 
third  generation  LaserJet. 


#  V 


the  LaserJet  Series  II  it  replaces. 

Of  course,  you '11  still  have  the 
eight  pages  pci-  minute  si)ee(i. 


iF  Miti 

i  

And  complete  compatibility 
with  all  popular  PCs  and  soft- 
ware. Including  WordPerfect  5.1 
and  WordStar*  5.5. 

The  HP  LaserJet  III  is  the  latest 
addition  to  HP's  family  of  laser 
printers.  Including  the  afford- 
able, personal  HP  LaserJet  IIP 
printer  For  more  information 
on  the  HP  LaserJet  printer  line 


and  the  name  of  your  nearest 
authorized  HP  dealer,  call 
1  800-752-0900,  Ext.  1006. 

Now  you  can  get  a  better  look 
for  an  even  better  price. 


There  is  a  better  way. 
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PRODUCTION 

Change  from  last  week:  0.1% 
Change  from  last  year:  0.4% 

185   


LEADING 

Change  from  last  week:  0.0% 
Change  from  last  year:  4.4  "/o 
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1967  =  100,  Four-week  moving  average 
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214.8 


feb 
1989 
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1989 
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1990 


Feb. 
1989 


Ocl. 
1989 


Feb. 
1990 


The  production  index  increosed  slightly  for  the  week  ended  Feb.  24.  On  o 
seasonally  adjusted  basis,  output  of  autos,  electric  power,  paperboord,  and  lumber 
all  increased.  Crude-oil  repining,  rail-freight  traffic,  and  cool,  steel,  and  truck  output 
declined.  Paper  production  was  unchanged  from  the  prior  week.  Before  calculation 
of  the  four-week  moving  average,  the  index  advanced  to  178.1  from  176.7  in  the 
previous  week. 

BW  production  index  copyright  1990  by  McGrow  Hill  Inc 


The  leading  index  was  unchanged  for  the  week  ended  Feb.  24  as  the  indicators* 
continue  to  signal  weaker  economic  growth  in  1990.  Lower  stock  prices,  higher  bond 
yields,  and  slower  growth  in  real  estate  loans  offset  a  faster  pace  in  M2,  a  smaller 
decline  in  materials  prices,  and  a  large  drop  in  the  number  of  business  failures. 
Before  calculation  of  the  four-week  moving  average,  the  index  fell  to  214.8  from 
215.5  in  the  week  before. 

Leoding  index  copyright  1990  by  Center  for  international  Business  Cycle  Research 


1  PRODUCTION  INDICATORS 

1  LEADING  INDICATORS 

latest 
week 

Week  '/ 
ago 

D  Change 
year  ago 

Latest 
week 

Week 
ago 

%Chaii 
yearo 

STEEL  (3/3)  thous.  of  net  tons 

1,839 

1,825# 

-6.1 

STOCK  PRICES  (3/2)  S&P  500 

331.82 

326.38 

14 

AUTOS  13/31  units 

130,815 

138,029r# 

-14.8 

CORPORATE  BOND  YIELD,  Aaa  (3/2) 

9.26% 

9.27  % 

_5 

TRUCKS  (3/3)  units 

80,744 

80,495r# 

-13.6 

INDUSTRIAL  MATERIALS  PRICES  (3/2) 

102.4 

101.8 

-1 

ELEQRIC  POWER  (3/3)  millions  of  kilowatt-hours 

55,146 

54,457  # 

0.5 

CRUDE-OIL  REFINING  (3/3)  thous.  of  bbi./doy 

13,316 

1 3,459  # 

5.2 

COAL  (2/24)  thous.  ot  net  tons 

20,235  # 

20,315 

4.3 

PAPERBOARD  (2/24)  thous.  of  tons 

766.0  # 

748.8r 

1.1 

PAPER  (2/24)  thous.  of  tons 

764.0 

757.0r 

1.7 

LUMBER  (2/24)  millions  of  ft. 

511. 2# 

496.5 

4.9 

RAIL  FREIGHT  (2/24)  billions  of  ton-miles 

19.4# 

19.7 

2.6 

BUSINESS  FAILURES  (2/23) 


233 


274 


REAL  ESTATE  LOANS  (2/21)  billions 


$361.4 


$361.5 


MONEY  SUPPLY,  M2  (2/19)  billions 


$3,263.9  $3,257.8r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (2/17)  thous 


361 


375r 


Sources:  American  Iron  &  Steel  inst..  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst,,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA-,  Association  of 
American  Railroads. 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dun 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasc 
ally  adjusts  data  on  business  failures  and  real  estate  loons. 


-4 
_I3 

_13 
Dun 


MONTHLY  ECONOMIC  INDICATORS 


FOREIGN  EXCHANGE 


latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/7) 

151 

149 

129 

GERMAN  MARK  (3/7) 

1.70 

1.69 

1.86 

BRITISH  POUND  (3/7) 

1.64 

1.69 

1.72 

FRENCH  FRANC  (3/7) 

5.76 

5.73 

6.30 

CANADIAN  DOLLAR  (3/7) 

1.19 

1.19 

1.20 

SWISS  FRANC  (3/7) 

1.50 

1.49 

1.59 

MEXICAN  PESO  (3/7)^ 

2,754 

2,745 

2,345 

Sources:  Mo|Of  New  York  bonks.  Currencies  expressed  in  units  per 
Britif'  pound  expressed  in  dollars. 

U.  S.  dollar. 

except  for 

PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/7)  $/troy  oz. 

400.500 

407.700 

1.5 

STEEL  SCRAP  (3/6)  #  1  heavy,  $/ton 

100.50 

103.50 

-18.3 

FOODSTUFFS  (3/5)  index,  1967=  100 

216.6 

215.0 

-6.4 

COPPER  (3/3)  ff/lb. 

119.3 

118.7 

-19.8 

ALUMINUM  (3/3)  «./lb. 

68.8 

66.8 

-32.9 

WHEAT  (3/3)  s  2  hard,  $/bu. 

4.12 

4.15 

-7.8 

COTTON  13/ 3)  strict  low  middling  1  •  1  /1 6  in.. 

c/lb.  66.15 

66.25 

18.7 

Sources:  Lo:  don  Wed.  final  setting,  Chicago 
Week,  Kansas  City  mkt.,  Memphis  mkt. 

mkt..  Commodity  Research  Bureau,  Metals 

latest 
month 

Month 
ago 

%Chan 
yearoi 

PERSONAL  INCOME  (Jon.)  annual  rate,  billions 

$4,602.5 

$4,566.6 

7 

12  LEADING  INDICATORS  COMPOSITE  (Jon  )  ind 

ex  145.3 

145.3 

-0 

MANUFAQURERS'  INVENTORIES  (Jan.)  billions 

$373.9 

$371.1 

4 

CONSTR.  SPENDING  (Jon.)  annual  rate,  billions 

$424.0 

$416.6 

0 

Sources:  Commerce  Dept.,  Census  Bureau 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%aiani 
year  01 

MONEY  SUPPLY,  Ml  (2/19) 

$800.6 

$798.9r 

1 

BANKS'  BUSINESS  LOANS  (2/21) 

320.8 

320.4r 

2 

FREE  RESERVES  (2/21) 

-364r 

388r 

283 

NONFINANCIAL  COMMERCIAL  PAPER  (2/21) 

136.5 

135.8 

26 

Sources:  Federal  Reserve  Boord  (in  billions,  except  for  free  reserves 
o  two-week  period  in  millions). 

which  ore 

expressed  f 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/6) 

8.21% 

8.27%  9.83' 

PRIME  (3/7) 

10.00 

10.00 

1 1.50 

COMMERCIAL  PAPER  3-MONTH  (3/6) 

8.21 

8.16 

9.83 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/7) 

8.28 

8.24 

9.94 

EURODOLUR  3-MONTH  (2/28) 

8.26 

8.25 

10.03 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  doto  in  the  production  indicators  ore  seasonally  odjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipitiei 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.        3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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lalk  about  hot  young  management  teams 


Peter  Drucker  says,  "The 
Salvation  Army  probably  does  a 
better  job  with  the  poor  than  any- 
one else." 

"And  frugally,"  adds  Fortune 
(11/9/87).  "Of  each  dollar  it 
receives,  86  cents  goes  to  the 
needy."  In  a  business  where  50  to 
60  cents  is  the  norm. 

How  do  we  do  it? 

Accountability:  We  feed  mil- 
lions, yet  keep  track  of  every  bite 
—and  its  nutritional  value. 

Economies  of  scale:  We  buy 
like  an  army.  Uniforms  wear  like 


iron  and  save  on  pinstripes  and 
power  ties.  Utilitarian  furniture 
must  last  10  (upholstered)  to  15 
(unupholstered)  years. 

Cost  control:  We  use  both 
sides  of  all  paper  and  make  pads 
out  of  the  leftovers.  Equipment  is 
kept  in  top  shape  to  last  longer. 
Cost-cutting  ideas  are  encour- 
aged and  communicated. 

Hard  choices:  Buying  com- 
puters and  consolidating  our  four 
territories  might  save  labor.  But 
cost  money.  So  we  keep  laboring. 

Yet  aren't  we  a  religious 


Photograph  courtesy:  Bodi 

group? 

Religious,  yes.  Fanatics,  no. 
Being  holier-than-thou  doesn't 
get  the  job  done. 

Still,  it  takes  more  than  just 
hope  and  charity  to  succeed.  It 
takes  an  act  of  faith  to  fight  alco- 
hol, drugs,  poverty  and  hopeless- 
ness on  its  own  turf— and  wm. 

But  we  manage  it.  As  Peter 
Drucker  says,  "Their  achievement 
is  to  turn  outcasts  into  citizens." 

So,  kid  us  all  you  want  to 
about  "saving  souls."  But  please 
help  us  save  lives. 


We're  fighting  for  you. 


The  Salvation  Army  of  Greater  New  York.  132  West  14th  Street,  New  York.  NY  10011-7388.  (212)  807-4200 


6C-CA 


/Ve  have  a  history  of  innovation. 
ind  I'm  proud  of  the  way  it's  helping  shape 
he  history  of  mankind'.' 


Malcolm  R.  Currie 
Chaimmri  of  the  Board  &  CEO 
Hughes  Aircraft  Company 


For  over  40  years,  Hughes 
ircraft  Company  has  been  a  world 
;ader  in  defense  and  space  elec- 
onics,  systems  engineering, 
tid  satellite  communications, 
•esigning,  building,  and  deliver- 
ig  advanced  technology  for 
omestic  and  foreign  govern- 
lents,  the  military  and  com- 
lercial  customers. 

A  WORLD  LEADER 

We've  been  a  leader  in  space 
ammunications  and  space  vehi- 
les.  We  developed  and  built  the 
rst  spacecraft  to  soft-land  on 
le  moon,  and  the  first  satellite 
)r  geosynchronous  orbit.  We 
iso  pioneered  satellite  commun- 
ations  for  private  business,  and 
ave  built  more  than  half  the 
3mmunications  satellites  used 
I  the  United  States  and  other 
ree  World  countries. 


Hughes  is  a  leader  in  pulse 
Doppler  radar.  We  developed  the 
first  look-down  shoot-down  radar 
system,  the  first  track- while-scan 
radar  for  a  tactical  aircraft,  and 
the  first  radar  system  with  multi- 
shot,  air-to-air  capabilit). 

We  revolutionized  the  air- 
intercept  missile  business  in  the 
1950s  with  the  first  radar-guided 
air-to-air  missile.  And  we  devel- 
oped and  built  the  first  air- 
launched  anti-tank  missile,  as 
well  as  the  first  launch-and-leave 
imaging  infrared  homing  air-to- 
surface  missile. 

In  Large-scale,  Real-time 
Command  and  Control  Systems, 
Hughes  air  defense  systems  pro- 
tect over  one  billion  people  in  the 
United  States  and  22  other  Free 
World  nations.  And  we  develop 
and  build  air  traffic  control 


systems,  plus  ground-based 
command  and  control  informa- 
tion systems. 

Hughes  also  excels  in  laser 
and  electro-optical  systems.  We 
built  the  first  working  laser,  the 
first  high  performance  thermal 
imaging  system  for  nighttime 
vision,  and  the  first  long  wave- 
length infrared  sensor  tlown 
in  space. 

EXPANDING  OUR  VISION 

At  Hughes,  were  contmually 
expanding  the  frontiers  of  tech- 
nology. And  I'm  proud  to  say, 
whether  it's  to  keep  our  nation 
strong,  extend  the  freedom  of 
thought  through  telecommuni- 
cations, or  expand  industrial 
horizons,  all  of  us  who  work  at 
Hughes  will  continue  to  expand 
our  vision — to  meet  tomorrow's 
needs  today. 


bsidiary  of  GM  Hughes  Electronics 

I  J90  Hughes  Aircraft  Company 


Exploring  new 
worlds  through  technology. 


Lots  of  people  are  working  to  get  kids  off  the  street. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  And  a  lot  of  people  work  very 
hard  to  put  them  there.  Drug  dealers  with  dirty  needles. 
Pimps  who  rule  with  a  fist.  Child  molesters  in  expen- 
sive cars.  Fortunately,  Larkin  Street  is  working  to  get 
kids  off  the  street,  too.  With  food,  clothing,  medical 
care,  professional  counseling— and  lots  of  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 
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HOW  WASHINGTON 

SHOULD  HELP  HIGH  TECH  

As  founder  and  president  of  a  compa- 
ny that  sells  equipment  to  make 
semiconductors,  I  applaud  your  coverage 
of  "The  future  of  Silicon  Valley"  (Cover 
Story,  Feb.  5).  However,  I  disagree  with 
your  editorial  ("How  to  avoid  a  high-tech 
Armageddon,"  Editorials,  Feb.  5). 

Beyond  such  private  consortiums  as 
Sematech,  government  policy  should  en- 
courage but  not  subsidize  high-tech  en- 
deavors. Our  bureaucracy  is  ill-equipped 
to  make  high-tech  judgments  and  subsi- 
dies as  the  Japanese  do.  Government  is 
well-equipped,  however,  to  encourage 
high-tech  investments  through  the  use 
of  tax  incentives.  For  example: 

■  Tax  credit  for  research  and  develop- 
ment in  excess  of  national  norms; 

■  One-year  write-off  of  U.  S.-made  high- 
tech equipment; 

■  A  progressively  decreasing  capital- 
gains  tax,  falling  to  0%  on  stock  held  for 
20  years. 

We  fought  our  way  back  to  profitabili- 
ty after  taking  our  lumps  owing  to  our 
own  mistakes  aggravated  by  one  of  the 
periodic  downturns  in  our  industry.  We 
would  have  done  much  better  had  the 
policies  I  recommended  been  in  place.  So 
would  the  entire  industry. 

Gary  Hillman,  President 
Machine  Technology  Inc. 
Parsippany,  N.  J. 

You  have  done  it  again.  I  knew  I 
could  count  on  you.  I  knew  the  an- 
swer to  your  "Do  we  need  a  high-tech 
industrial  policy"  cover  line  before  I 
turned  a  page.  While  every  country  in 
the  world  is  turning  to  less  government 
and  lower  taxes  to  improve  competitive- 
ness, your  solution  is  more  centralization 
and  continued  high  taxes. 

Daniel  Forbes 
River  Forest,  111. 

HAIL— OR  FAREWELL— TO  THE  CHIEF 
INFORMATION  OFFICER?  

■ take  issue  with  the  theme  of  "CIO  is 
starting  to  stand  for  'career  is  over'  " 
(Information  Processing,  Feb.  26). 
In  today's  Information  Age,  imagine  a 


corporation  not  having  a  CIO  in  title  or 
function.  Yes,  there  are  a  few  organiza- 
tions that  have  had  unrealistic  expecta- 
tions. They  expect  the  CIO  to  be  the  rain- 
maker, most  likely  to  compensate  for  the 
other  executives  who  should  be,  but  are 
not.  But  the  vast  majority  of  companies 
do  have  realistic  expectations  regarding 
the  information-technology  function  and 
the  CIO  as  the  person  who  leads  it.  We 
are  an  information  society,  and,  by  defi- 
nition, it  is  the  CIO  who  is  responsible  for 
leveraging  information  to  help  (but  not 
solely)  keep  an  organization  competitive. 
Neither  the  CEO,  COO,  CAO  (chief  adminis- 
trative officer)  nor  the  CFO  is  tasked  to 
do  this.  So,  how  can  we  say  the  CIO  is 
"an  endangered  species?" 

Norbert  A.  Gottenberg 
Managing  Director 
Norman-Broadbent  International  Inc. 

New  York 

Companies  are  learning  that  informa- 
tion is  an  important  asset  to  all  the 
operating  and  staff  functions  of  a  busi- 
ness. Management  of  information  is  part 
of  every  executive's  job — it  cannot  be 
relegated  to  a  separate  function.  As 
more  companies  organize  around  perva- 
sive and  distributed  information  systems 
and  executives  become  aware  of  their 
information-management  responsibil- 
ities, there  will  be  less  need  for  CIOs. 
The  CIO  concept  is  dying  and  will  not 
likely  be  revived. 

R.  Grant  Tate 
Bridgewater  Research  Group 
Bridgewater,  Conn. 

Your  article  predicting  a  bleak  future 
for  CIOs  seriously  underestimates 
the  importance  of  the  CIO  and  opportuni- 
ties in  this  job  function. 

In  1981,  Bill  Synnott  and  I  created  the 
chief  information  officer  job  title  to  de- 
scribe the  champion  for  the  strategic  use 
of  information  technology  in  our  book 
Information  Research  Management: 
Opportunities  and  Strategies  for  the 
1980s. 

When  we  wrote  our  book,  there  were 
very  few  companies  with  an  appreciation 
for  the  strategic  use  of  information  tech- 
nology. The  data  processing  director,  or 
vice-president  of  management  informa- 
tion systems,  was  a  low-pay,  low-level 
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SIANDON 
OUR  HEAD 
COPIER 
GUARANTEE 
FROM 
KODAK 


You'll  be  totally  satisfied  with  the  reliability  and  service 
of  your  Kodak  copiers,  and  we'll  do  whatever  it  takes  to 
keep  you  that  way.  That's  a  guarantee. 

It  a  headstand  is  what  it  takes  to  make  you  a  totally  satisfied 
Kodak  copier  customer,  a  headstand  is  what  you'll  get. 
But  you're  more  likely  to  find  Kodak  people  with  both  feet 
on  the  ground,  delivering  the  service 
and  support  they're  famous  for  Which  is 
a  large  part  of  the  reason  why  Kodak 
copiers  win  awards  for  reliability,  and  Kodak 
wins  awards  for  overall  customer  satisfaction, 
vear  after  year 

Some  of  us  are  better  than  others 
at  standing  on  our  heads,  but 
we're  all  experts  when  it  comes  to 
satisfying  customers.  For  de- 
tails call: 

1  800  255-3434,  Ext.  156. 


Kodak  copiers.  Ask  any  customer. 


Ed'fman  Kodak  Company.  )y90 
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position.  In  less  than  a  decade,  the  CIO  is 
a  high-pay,  high-level  position.  A  decade 
is  not  a  long  time  in  the  histon*  of  a 
major  new  concept  in  the  practice  of 
management. 

The  supply  of  senior  information  sys- 
tems managers  who  have  the  breadth  of 
business  and  technolog\-  skills  is  still 
woefully  inadequate.  The  number  of 
CEOs  who  are  sufficiently  literate  in 
technology'  to  understand  opportunities 
for  the  strategic  use  of  information  tech- 
nology is  not  encouraging.  I  believe  the 
CIO  concept  achieved  sufficient  momen- 
tum in  the  1980s  for  senior  executives 
and  CIOs  to  be  optimistic  about  the  po- 
tential of  the  CIO  and  the  strategic  use 
of  information  technology  in  the  1990s. 

William  H.  Gruber,  President 
Research  &  Planning  Inc. 
Cambridge,  Mass. 

Information  technology-  is  all  too  often 
thought  of  in  terms  of  improving  pro- 
ductivity rather  than  improving  how  de- 
cisions are  reached  and  implemented 
within  the  corporate  structure.  In  each 
of  the  cases  where  the  CIO  has  come 
under  fire,  the  function  of  information 
technology  has  not  been  fully  integrated 
into  the  overall  organizational  structure. 

The  current  difficulties  facing  the  CIO 
may  in  part  be  the  result  of:  "technopho- 
bia"  on  the  part  of  senior  management; 
a  fear  of  lost  authority  and  power  within 
the  corporation;  and  a  CIO  who  is  not 
familiar  with  the  operating  end  of  the 
business.  However,  the  more  fundamen- 
tal problem  stems  from  a  lack  of  under- 
standing and  integration  of  information 
technology  in  the  organization.  The  CIO 
need  not  be  in  a  power  play  with  other 
executives.  A  redesign  of  the  organiza- 
tion, taking  advantage  of  information 
technology,  can  place  the  CIO  in  a  posi- 
tion where,  rather  than  viewed  as  an 
adversary,  he  or  she  is  looked  upon  as 
an  ally  with  the  ability  to  assist  other 
executives  in  becoming  more  productive. 
Joseph  F.  Durocher,  Associate  Professor 
Neil  B.  Ximan,  Assistant  Professor 
University  of  New  Hampshire 
Durham,  N.  H. 

SEARCHING  THE  SOUL 

OF  STEVE  JOBS'S  MACHINE  

In  discussing  Steve  Jobs's  Ne.xt  Inc. 
workstation,  you  mentioned  reserva- 
tions expressed  by  potential  customers 
because  of  its  conflicts  with  industry 
standards  ("So  far,  so-so,  for  Steve 
Jobs's  new  machine,"  Information  Pro- 
cessing, Jan.  29).  Most  people  in  the  per- 
sonal-computer industry  expect  Jobs  to 
make  a  profit  like  other  computer  ven- 
dors, but  they  also  look  to  him  to  pro- 
vide innovations  that  improve  the  pro- 


CORRiaiONS  &  CIARIHCATIONS 

In  "Money  market  funds:  The  bank  w\ 
the  broker"  (Personal  Business 
Mar.  5)  the  rules  governing  withdra\^ 
als  from  money-market  deposit  a<j 
counts  (MMD.AS)  were  misstated.  MMDAl 
still  permit  no  more  than  six  withdraw 
als  or  other  transfers  each  month,  q 
which  no  more  than  three  can  ' 
checks. 

"Can  they  douse  the  flames?"  (Top 
the  News,  Mar.  12)  said  that  U. 
Trade  Representative  Carla  A.  Hill 
and  Commerce  Secretary  Robert 
Mosbacher  were  not  invited  to  thl 
summit  between  President  Bush  anl 
Japanese  Prime  Minister  Kaifu  in  PaW 
Springs,  Calif.  Both  Hills  and  Mo^ 
bacher  were  included  in  the  summit. 


ductivity  of  American  professiona' 
Most  now  agree  that  the  MacintosI 
productivity-oriented  approach  has  be 
beneficial — even  though  it  didn't  me 
all  industry  standards  at  the  time. 

Computer  industry  standards  a 
good.  They  provide  some  sense  of  ord 
in  what  is  often  a  chaotic  environmei 
But  they  can  also  limit  the  imaginatii 
and  foresight  of  those  who  make  ai 
buy  computers. 

Jobs  obviously  has  his  flaws,  but 
also  has  several  strengths,  one  of  the 
being  great  creative  talent.  Next  shou 
not  be  disregarded  simply  because 
does  not  meet  industry  standards. 

Joe  Hack( 
Louisvi 


PAYING  A  PREMIUM  FOR 
GULFSTREAM— AND  THEN  SOME 


I 


t  has  been  reported  elsewhere  th 
Chrysler  agreed  to  sell  Gulfstrea 
Aerospace  to  a  group  of  investors  f 
$825  million — more  than  double  the  v; 
ue  stated  in  a  table  accompanying  "( 
and  Hughes:  Is  the  marriage  fizzling 
(The  Corporation,  Feb.  12). 

John  W.  Sandfo 
President  and  C( 
Gulfstream  Aerospace  Coi 
Savannah,  G 

Editor's  note:  The  number,  as  noted 
the  table,  was  an  estimate  from  C. 
Laivrence.  Morgan  Grenfell  Inc.  a 
was  similar  to  estimates  by  oth\ 
fi  r?7}s. 


Letters  to  the  Editor  should  be  sent  to  Readij 
Report,  Business  Week,  1221  Avenue  of  the  Anml 
cas.  New  York,  N  Y.  10020.  Fax:  (212)  512-44ij 
Telex:  12-7960,  Intl.  4998204.  All  letters  must 
elude  an  address  and  daytime  and  evening  td 
phone  numbers.  We  reserve  the  nght  to  edit  lettl 
for  clanty  and  space. 
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The  Intelligent  Choice 
For  Peace  of  Mind. 

The  Guardian. 

These  are  not  ordinary  times. 

Fortunately,  The  Guardian  is  not  an 
ordinary  company. 

We've  avoided  unnecessary  risks  and  made 
intelligent  financial  choices.  Year  after  year, 
our  high-grade,  top-quality  investment 
earnings  have  provided  superior  yields  for 
the  benefits  of  our  policyholders. 

So  today,  we  are  one  of  only  a  handful  of 
companies  that  have  earned  Moody's 
highest  rating  of  Aaa. 

The  Envy  of  the  hidiD^try 

The  Guardian's  capitalization  ratio,*  the 
prime  measure  of  financial  strength  and 
solvency,  is  twice  the  industry  average. 

That  means  we  have  the  financial  muscle 
to  pay  superior  dividends  and  provide 
competitive  new  products  and  good,  old- 
fashioned  service. 

History  Repeats  Itself 

The  Guardian  has  paid  dividends  each 
year  for  the  last  120  years.  That's  what 
has  kept  your  cost  of  protection  low  and 
our  customer  satisfaction  high. 

In  fact,  our  dividend  history  is  one  of  the 
best  measures  of  how  we  will  continue  to 
meet  our  policyholders'  expectations. 

IMake  The  Intelligent  Choice 

Find  out  more  about  The  Guardian  Life, 
Group,  Health,  Equity  Products,  and 
Asset  Management. 

Call  1-800-662-1006. 

We'll  provide  you  with  all  the  facts  for  your 
peace  of  mind. 


^  The  Guardian^ 

The  Iiitellitieiil  ( ilioice 

Since  1860 


©1990  The  Guardian  Life  Insurance  Company  ol  America 
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THE  FUTURE 
IS  HERE 


Imagination  is  the  special  gift  of  children. 
Driven  by  a  curiosity  which  never  sleeps, 
it  opens  towards  a  future  of  ever-expanding 
possibilities.  At  Omron  the  future  is 
opening  too,  as  we  create  a  global 
network  of  electronics  industries 
brought  together  by  a  single  purpose: 
precision.  Around  the  world, 
high  technology  is  going  to  work 
with  Omron. .  .for  you. 


We're  Building  Tomorrow— Today 

omRon 

•  Control  Components  and  Systems 

•  Electronic  Fund  Transfer  Systems  •  Information  Systems 

•  Health  and  Medical  Equipment  •  Office  Automation  Systems 

OMRON  Corporation 

Head  Office  10  Tsuchido-ctio,  Hanazono  Ukyo-ku,  Kyoto.  616  Japan 
Phone  075(463)  1161 

T^kyo  Head  Office  Omron  Tok^  Building,  4-10,  Toranomon  3-cfiome,  Minato-ku.  Tokyo,  105  Japan 
Phone  03(436)7011 

OMRON  MANAGEMENT  CENTER  OF  AMERICA  INC. 

One  Easl  Commerce  Drive,  Schaumburg  Illinois  60173,  USA 

Phone  1708-843-7900  Fax  1-708-843-8568 

OMRON  MANAGEMENT  CENTER  OF  EUROPE  B.V. 

Planelenweg  77,  2132  HM  Hootddorp,  THE  NETHERLANDS 

Phone  31-2503-62100  Telex  44-71343  Fa«  31-2503-36-313 

OMRON  MANAGEMENT  CENTRE  OF  ASIAPACIFIC  PTE  LTD 

510  Thomson  Road  #  10-03  SLF  Building,  1129  SINGAPORE 

Phone  65-353-2611  Fax  65-353-5391 


OUTFOXED:  MARVIN  DAVIS,  BARRY  DILLER,  RUPERT  MURDOCH,  JOAN  RIVERS  AND  THE 
INSIDE  STORY  OF  AMERICA'S  FOURTH  TELEVISION  NETWORK 

By  Alex  Ben  Block 

St  Martin's  •  304pp  •  $19  95 

BEHIND  THE  SCENES  AT 
DILLER'S  DREAM  MACHINE 


CAN  WE  TALK?  AS  IT  TURNED  OUT,  NO.  FOX'S  FIRST  SHOW,  STARRING  JOAN  RIVERS,  BOMBED 


lywood  has  always  loved  the 
I  underdog.  In  1939,  it  was  an  ex- 
I  hausted  Jimmy  Stewart  bringing 
a  corrupt  political  machine  to  its  knees 
with  a  filibuster  in  Mr.  Smith  Goes  to 
Washington.  Nearly  40  years  later,  it 
was  a  punch-drunk  Sylvester  Stallone  re- 
fusing to  yield  in  Rocky.  Last  year,  if 
they  gave  an  Oscar  for  up-from-nowhere 
performances,  it  would  have  gone  to  Fox 
Broadcasting  Co.:  Rupert  Murdoch's 
three-year-old  challenge  to  network  TV's 
Big  Three  finally  showed  a  profit. 

Launching  Fox  had  been  a  bold  gam- 
ble. No  network  had  been  formed  since 
19.")3,  when  American  Broadcasting  Co. 
was  founded.  Moreover,  by  October, 
198(;,  when  Fox  was  started,  the  estab- 
lished networks  were  steadily  losing 
viewers  to  cable,  syndicated  program- 
ming, and  videocassettes.  In  Outfoxed, 
Alex  Ben  Block  painstakingly  details  the 
new  network's  struggle  to  survive. 

Block,  a  veteran  Los  Angeles  enter- 
tainment reporter,  vividly  paints  Fox's 
chairman,  Barry  Diller,  as  the  project's 
harried  mastermind.  It  was  Diller  who 
saw  the  Big  Three's  weakening  hold  on 
audiences  as  an  opening.  Five  years  ear- 
lier, as  head  of  Paramount  Pictures,  he 
had  tried  to  convince  I'aratiiount's  par- 
ent. Gulf  &  Western,  to  start  a  network. 
But  it  wasn't  until  he  and  the  expansion- 


minded  Murdoch  got  together  at  Fox 
that  Diller  was  able  to  pursue  his  dream. 

To  draw  younger  viewers  than  the  ex- 
isting networks  attracted,  Diller  decided 
to  make  Fox's  shows  racier  than  theirs. 
To  head  programming,  he  hired  26-year- 
old  Garth  Ancier,  who,  as  a  mid-level 
XBC  executive,  had  helped  develop  suc- 
cessful comedies.  For  Fox's  two  nights  a 
week  of  programming,  Ancier  put  to- 
gether what  turned  out  to  be  poor  copies 
of  the  Big  Three's  mindless  sitcoms. 
Among  them:  Down  and  Out  in  Bever- 
ly Hills,  a  diluted  version  of  the  hit  Dis- 
ney movie,  and  Mr.  President,  starring 
a  woefully  miscast  George  C.  Scott.  The 
results:  minuscule  ratings,  nervous  affil- 
iates, and  outraged  advertisers.  In  two 
years.  Fox  lost  $125  million. 

But  Fox's  biggest  gamble  was  hiring 
Joan  Rivers  to  host  its  late-night  talk 
show.  Rivers,  until  then  the  regular 
guest  host  of  Johnny  Carson's  Tonight 
Show,  gave  Fox  instant  recognition.  She 
didn't  come  cheap:  On  top  of  agreeing  to 
pay  her  $15  million  over  three  years,  the 
network  bowed  to  her  demands  for  a 
new,  $2  million  studio  and  a  1,000- 
sc}uare-foot  dressing  suite. 

In  fascinating  but  sometimes  mind- 
numbing  detail.  Block  chronicles  the  dis- 
integration of  the  Rivers-Fox  relation- 
ship.  They   argued   over   selecting  a 


producer,  scheduling  guests,  and  thj 
role  of  Edgar  Rosenberg,  her  husbani 
and  business  manager,  now  decease( 
But  the  real  issue  was  ratings — and  the 
were  awful.  In  May,  1987,  seven  month 
after  her  show's  debut.  Rivers  was  firec 
Fox's  subsequent  focus  on  off-be 
fare  got  a  boost  from  the  1988  Holh 
wood  writers'  strike.  Bored  by  networ 
reruns,  viewers  explored  Fox.  Raunch 
programs,  notably  Married .  .  .  Wit 
Children,  took  off.  Cheaper,  "realit 
based"  shows,  such  as  America's  Ma 
Wanted,  also  found  audiences.  By  la: 
spring,  when  the  book  ends,  rating 
were  up,  though  still  behind  those 
No.  3  CBS.  Fox  now  plans  to  offer  seve 
nights  of  programming  by  late  1991. 

Block  is  clearly  mesmerized  by  HoII 
wood  opulence  and  the  glamorous  liv( 
of  the  people  he  interviewed.  If  you  lik 
knowing  such  things  as  how  the  Po. 
Lounge  got  its  name  (in  the  '40s,  star 
used  to  drop  by  after  polo  m.atches),  th 
is  your  book.  Block  shows  us  Murdod 
and  Diller  hatching  their  idea  for  th 
network  at  a  tony  Chinese  restaurant 
Beverly  Hills  and  the  tense  contract  n( 
gotiations  at  Rivers'  ornate  mansioi 
There's  also  plenty  of  detail — at  time 
too  much — on  the  backgrounds  and  lif( 
styles  of  the  key  players:  Ancier  went  t 
New  Jersey's  pricey  Lawrencevill 
School;  Diller  drives  a  white  Jaguar 

Block  is  also  enamored  of  the  movi 
business.  He  goes  on  at  length  about  th 
shoddy  way  former  Fox  studio  hea 
Sherry  Lansing  was  treated,  eve 
though  she  left  before  Diller  arrived.  Ii 
deed.  Block  devotes  the  first  third  of  h 
book  to  Fox  before  the  network — parti 
ularly  the  takeover  by  Marvin  Davis- 
for  no  reason  that  I  can  fathom,  excej 
that  he  has  turned  up  some  neat  detail 
Still,  Block  has  produced  an  engagin 
look  behind  the  scenes.  Outfoxed 
short  on  business  analysis,  but  it  say 
plenty  about  how  business  is  done  i 
Hollywood.  And  it's  a  marvelous  read. 

BY  RONALD  GROVE 
Los  Angeles  Bureau  Manager  Grover  co 
siders  the  Polo  Lounge  part  of  his  beat. 


BOOK  BRIEFS  I 


A  TENURED  PROFESSOR 

By  John  Kenneth  Galbraith 
Houghton  Mifflin  •  197pp  .  $19^95 


Over  the  years,  I  have  heard  Joh 
Kenneth  Galbraith  speak  man 
times.  I  have  found  him  to  b 
articulate,  wise,  witty,  persuasive — an 
often  outrageous  in  his  attacks  on  ever 
thing  from  airline  pricing  to  Harvar 
football.  But  in  his  new  novel,  he  hs 
taken  skewering  to  new  heights. 
Galbraith's  third  venture  into  fictio 
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The  McLandress  Decision  and  The  Tri- 
imph  were  published  in  the  1960s)  is 
lot  so  much  a  novel  as  a  parable.  The 
lero,  Montgomery  Marvin,  is  a  young 
harvard  economics  professor  who  in- 
^•ents  a  foolproof  investment  strategy — 
,he  Index  of  Irrational  Expectations 
IRAT).  His  scheme  is  to  go  short  in  situa- 
ions  he  finds  egregiously  overpriced: 
Southwestern  real  estate,  Texas  bank 
itocks,  S&Ls,  and  so  on. 

In  short  order,  Marvin  becomes  inde- 
icribably  rich,  then  starts  putting  his 
mormons  wealth  to  work  doing  good, 
ie  endows  peace  chairs  at  the  military 
Lcademies,  for  example — though  not 
vithout  getting  a  fight:  "What  seemed 
0  cause  the  greatest  concern  was 
vhether  this  might  make  peace  as  a  con- 
:ept  unduly  prominent  in  the  academies' 
•outine." 

Marvin  is  so  successful  that  he  finally 
Iraws  the  attention  of  SEC  lawyers,  who 
;an't  believe  that  anyone  can  make  so 
nuch  money  without  inside  information. 
But  his  undoing  finally  comes  at  the 
lands  of  a  wrathful  Congress. 

It  soon  becomes  apparent  what  Pro- 
'essor  Galbraith  is  up  to:  delivering  a 
;erious  lecture.  Yet  it's  one  that  I  defy 
?ou  to  read  without  being  consumed  by 
aughter. 

BY  BRENTON  WELLING 


BOOK  BRIEFS  I 


WHAT  I  SAW  AT  THE  REVOLUTION: 

A  POLITICAL  LIFE  IN  THE  REAGAN  ERA 

By  Peggy  Noonan 

Random  House  •  353pp  •  $19.95 


It's  hard  to  dislike  speechwriter  Peg- 
gy Noonan  once  you  have  read  her 
literary  odyssey  through  the  Reagan 
Administration.  She  is,  after  all,  a  won- 
derful writer,  and  she  ably  conveys  how 
it  feels  to  work  in  the  White  House.  You 
see  her  evolution,  too,  from  the  naive 
and  trusting  daughter  of  a  hardscrabble 
New  Jersey-Long  Island  Irish  family — 
real  Reagan  Democrats — to  a  knowing 
and  jaded  White  House  insider. 

Noonan,  who  read  a  lot  of  great  litera- 
ture while  working  her  way  through 
Fairleigh  Dickinson  University,  put  her 
gift  of  language  at  the  service  of  the 
Reagan  revolution.  She  gave  life  to  con- 
servative rhetoric  and  rendered  complex 
ideas  in  simple,  salt-of-the-earth  terms. 
She  made  a  nation  cry  with  her  "These 
are  the  boys  of  Point  du  Hoc"  speech, 
which  Reagan  delivered  at  Normandy  40 
years  after  D-Day.  George  Bush's 
"thousand  points  of  light"  and  "kinder, 
gentler  America"  were  her  inventions. 
She  is  at  heart  a  romantic,  a  true  believ- 
er. Yet  she  seems  to  have  kept  her  sense 


of  humor  among  the  power-mad, and  the 
obsequious  who  surrounded  Reagan. 

Noonan  liked  her  bosses,  Ben  Elliott 
and  Pat  Buchanan,  and  her  allies,  Dick 
Darman  and  Craig  Fuller.  She  was 
charmed  by  Chief  of  Staff  Donald  Re- 
gan (the  "George  Raft"  of  the  White 
House).  But  she  didn't  much  care  for  the 
White  House  "mice"  who  did  Regan's 
bidding;  or  for  National  Security  Advi- 
sor Bud  McFarlane  (pompous,  wooden, 
and  given  to  obfuscation);  or  for  the 
President's  daughter,  Maureen  (Bette 
Davis  playing  Queen  Elizabeth):  or  for 
Nancy  (a  tiger  who  treated  Reagan  like 
a  cub  "because  she  really  thinks  he'd  do 
anything,  he's  so  innocent  and  dumb"). 

'This  is  a  funny  book.  Indeed,  at  times 
it  seems  that  Noonan  can't  resist  a  good 
line,  even  if  it  isn't  entirely  fair.  But  at 
its  core  is  disappointment:  Noonan  made 
it  to  the  pinnacle  and  found  out  that  it 
isn't  that  high.  She  ends  with  the  vague, 
uneasy  admission  that  this  guy  Ronald 
Reagan,  whom  she  has  revered  as  a 
near-deity  for  346  pages,  is,  well,  kind  of 
vacuous.  There  were  times,  she  writes, 
when  "I  would  think  to  myself  that  the 
battle  for  the  mind  of  Ronald  Reagan 
was  like  the  trench  warfare  of  World 
War  I;  never  have  so  many  fought  so 
hard  for  such  barren  terrain." 

BY  DOUGLAS  HARBRECHT 


S  No  nest  is  completely 
feathered  without  it 
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Wherever  your  busineit 
the  Gulfstream  IVcan  takii 


Some  people  seem  to  believe  that  as  you  go 
up  the  ladder  in  business  jets,  you  run  out  of 
things  the  airplane  can  do. 

The  way  they  see  it,  by  the  time  you  get  to 
the  Gulfstream  IV,  which  is  at  the  very  top, 
the  only  thing  it  is  good  for  is  to  fly  the  long 
intercontinental  missions. 

Exactly  the  opposite  is  true,  of  course. 


As  a  business  jet  gets  bigger,  as  its  flight 
management  and  aircraft  systems  get  more 
advanced,  as  its  engines  become  more  akin  to 
those  that  power  airliners,  and  the  wider  its 
performance  envelope  becomes,  the  more  it 
can  do. 

That  certainly  is  the  case  with  the 
Gulfstream  IV. 


ikes  you, 
)u  there. 


A  well-managed  Gulfstream  IV  can 
Decome  a  unique  asset  in  a  corporate  aircraft 
operation.  In  fact,  it  is  perfectly  plausible  to 
expect  this  one  amazing  machine  to  do  as 
much  as  two  lesser  aircraft,  and  perhaps 
iven  more. 

There  is  no  question  about  its  long-range 
prowess.  The  Gulfstream  IV  has  the  endur- 
irice  and  speed  to  fly  nearly  5,000  statute 
miles  non-stop  in  about  9.5  hours;  the  reliabil- 
ity of  its  engines  and  systems  helps  make  every 
tiour  pass  placidly;  and  a  big,  roomy  cabin 
makes  every  mile  go  by  comfortably 

It  brings  these  same  capabilities  to  shorter 
trips  and,  in  the  right  hands,  does  it  with  sur- 
prising efficiencies  and  cost-effectiveness.  In  a 
survey  of  Gulfstream  IV  operators  by  a  major 
aviation  publication,*  most  reported  that 
"they  have  found  the  Gulfstream  IV to  be  eco- 
nomically practical  for  trips  ran^nganywhere 
from  one  hour  to  9. 50  hours  in  duration ..." 

Its  size  is  a  plus  in  helping  achieve  optimum 
utilization. The  Gulfstream  IV  can  take  more 
passengers  farther  faster  than  any  other  busi- 
ness aircraft.  (And,  in  our  experience,  people 
seldom  pass  up  the  opportunity  to  ride  in  it 
and  pilots  always  want  to  fly  one.) 

Despite  its  size,  the  Gulfstream  FV  can  get 
into  and  out  of  hundreds  of  airports  where 
you  normally  find  only  smaller  jets.  And  that's 
not  simply  because  of  its  sparkling  perform- 
ance, but  because  it  is  also  a  good  neighbor. 

Few  airports  are  more  noise-sensitive  than 
Washington's  National  Airport;  the  FAA  says 
the  Gulfstream  IV,  with  its  RoUs-Royce  Tay 


engines,  is  quiet  enough  to  come  and  go  there 
anytime,  day  or  night.  (It  all  suggests  you  can 
plan  on  going  almost  anywhere  you  want  to 
go-which  is  the  fundamental  reason  to  oper- 
ate any  business  jet.) 

In  short,  the  Gulfstream  FV  has  an 
uncommon  versatility  that  makes  it  uncom- 
monly productive. 

We  can  show  you  why  and  how  this  hap- 
pens on  an  actual  business  trip  you  and  your 
key  executives  have  to  take  somewhere  at 
home  or  abroad. 

If  you  need  to  go  5,000  miles  non-stop,  fine. 

K  you  need  to  go  where  airline  service  is 
impractical  or  impossible,  we  can  show  you 
how  easy  the  Gulfstream  IV  makes  it  to  get 
to,  not  merely  one  place  but  several,  and  have 
you  home  again  in  a  single  day 

If  we  can  have  the  time  to  show  you  how  the 
Gulfstream  IV  does  both,  so  much  the  better. 

What's  important  is  that  you  have  the 
opportunity  to  put  the  Gulfstream  IV  in  its 
proper  perspective. 

The  person  who's  ready  to  see  that  you  get 
that  chance  is  Robert  H.  Cooper,  Senior  Vice 
President,  Gulfstream  Marketing,  /p^ii 

Call  him  at  (912)  964-3292.  wll 

Gulrscream 
/Icrospace 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


Gulfstream  Marketing  Regional  U.S.  Offices  are  Northeast  (203)  677-7666;  Midwest  (312)  571-6606; 
Mid-Atlantic/Southeast  (912)  964-3283;  Southwest  (713)  782-6782;  and  Western  (213)  420-5059. 
'Gulfstream  IV  Operators  Survey,"  fius/>jess<£  Commercial  Aviation.  August  1989. 
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WHAT  KEEPS 
OLDER  WORKERS 
OFF  THE 
JOB  ROLLS? 


BYGARr  S  BECKER 


It  isn't  smiply  a  case  of 
discrimination.  Social 
Security  rules,  government 
interference  in  labor  markets, 
and  confusion  in  the  courts 
limit  the  number  of  jobs 
available  for  retirees 


GARY  S  BECKER  IS  UNIVERSITY  PROFESSOR 
OF  ECONOMICS  AND  SOCIOLOGY 
AT  THE  UNIVERSITY  OF  CHICAGO 


uring  the  past  couple  of  decades, 
the  government  and  the  courts 
have  become  major  players  in  de- 
termining the  employment  and  pay  of 
America's  older  workers.  Legislation  is 
being  phased  in  that  takes  away  an  em- 
ployer's right  to  retire  most  employees, 
and  federal  and  state  courts  are  filled 
with  cases  brought  by  older  workers 
who  claim  discrimination.  I  believe  that 
discrimination  is  only  a  small  part  of  the 
problem,  however,  and  that  government 
interference  has  kept  many  of  the  elder- 
ly off  the  job  rolls. 

Government  regulations  and  transfer 
payments,  not  company  policies,  explain 
the  sharp  fall  in  labor-force  participation 
rates  of  men  aged  60  to  65 — from  about 
807'  in  the  1960s  to  less  than  557  now. 
The  relaxation  of  eligibility  require- 
ments for  both  disability  pay  and  Social 
Security  induced  many  workers  in  this 
age  group  to  take  early  retirement.  Why 
keep  working  if  you  can  get  almost  as 
much  income  by  retiring  and  collecting 
checks  from  Uncle  Sam? 

Employers'  retirement  rules  don't 
even  explain  the  big  drop  during  the 
past  50  years  in  labor-force  participation 
by  men  65  and  older.  Japanese  men  are 
much  more  likely  to  continue  to  work 
than  their  American  counterparts — 367 
of  Japanese  men  65  or  older  work,  com- 
pared with  only  167  in  the  U.  S.  Yet 
larger  Japanese  companies  typically 
force  employees  to  retire  by  age  55  or 
60,  which  is  considerably  younger  than 
what  has  been  the  prevailing  practice  in 
America. 

VALUED  VETS.  The  difference  is  that  Jap- 
anese workers  can  find  jobs  with  good 
pay  after  forced  retirement.  Many  more 
jobs  would  be  available  to  retired  Ameri- 
can workers  if  Washington  did  not  im- 
pose expensive  medical  and  pension 
costs  on  companies  that  take  on  elderly 
workers. 

The  federal  government  is  extensively 
involved  in  the  labor  market  for  older 
persons  through  civil  rights  and  other 
antidiscrimination  programs.  Yet  no  evi- 
dence exists  of  widespread  discrimina- 
tion against  these  workers.  The  low- 
earnings  and  high  unemployment  of  mi- 
norities arouse  a  strong  suspicion  of  dis- 
crimination, but  this  smoking  gun  is  not 
present  for  the  elderly.  Some  older  peo- 
ple may  not  get  hired  because  of  their 
high  cost  or  lower  productivity,  but  they 
are  not  losing  out  just  because  of  age. 
Men  aged  60  to  64  who  work  year-round 
earn  almost  as  much  as  those  45  to  54, 
and  they  earn  much  more  than  men 
aged  24  to  44.  Unemployment  rates 
among  men  over  age  55  who  want  to 
work  are  way  below  those  of  younger 
men.  The  plain  fact  is  that  older  workers 
form  an  elite  who  are  generally  valued 


by  employers  for  their  experience! 
knowledge,  reliability,  and  loyalty.  j 

Of  course,  some  older  workers  do  sufs, 
fer  when  their  productivity  slips,  whei' 
they  fail  to  get  along  with  new  bossesi 
.or  when  the  demand  for  their  company';: 
product  falls.  Although  laid-off  senio 
workers  frequently  are  recalled  to  thei! 
old  jobs,  they  often  take  big  cuts  whei, 
forced  to  find  new  jobs.  However,  ;>| 
study  by  Professor  William  Carringtoiy* 
of  Johns  Hopkins  University  indicated: 
that  discrimination  is  not  the  main  reajf 
son  for  the  big  drop  in  earnings  amon| 
older  workers  when  they  change  jobs 
Rather,  their  experience  and  expertise  i: 
often  not  readily  adapted  to  new  employ 
ers  and  different  work. 

The  difficulties  created  by  legislativ( 
and  executive  interference  in  the  marke 
for  elderly  workers  are  magnified  by  th( 
courts.  Lacking  clear-cut  guidelines  as  t( 
what  constitutes  discrimination,  judge: 
and  juries  must  improvise.  Unfortunate 
ly,  they  do  not  have  the  requisite  under 
standing  of  how  labor  markets  operate 
nor  is  enough  evidence  usually  available 
to  determine  whether  workers  bringing 
suits  have  been  unfairly  treated  or  eari 
less  than  their  productivity  warrants. 
CHRONIC  DISADVANTAGE.  The  impossibl 
task  imposed  on  courts  is  compounde( 
by  the  many  intangibles  that  determin( 
the  worth  of  employees,  especially  olde 
ones  in  responsible  positions.  These  an 
hard  to  articulate  to  judges  and  juries 
especially  when  they  are  sympathetic  t( 
workers  who  lose  long-held  jobs  or  an 
asked  to  take  big  cuts  in  earnings.  Evei 
when  in  the  right,  a  company  canno 
easily  prove  to  a  skeptical  jury  that  ai| 
older  worker's  demotion  came  about  be[ 
cause  his  productivity  was  no  longer  uj 
to  snuff  or  that  an  unemployed  oldei 
man  was  not  hired  because  he  could  no 
fit  into  a  new  organization  or  his  skill; 
were  not  appropriate  to  the  differen 
type  of  work. 

Fearful  of  court  outcomes,  companie; 
now  often  settle  age-discrimination  suit; 
even  when  they  have  done  nothing 
wrong.  And  they  guard  against  sucl 
lawsuits  from  older  employees  by  simpN 
not  hiring  them — although  this  course  o 
action  opens  them  to  suits  from  those 
who  weren't  hired.  So,  in  the  end,  th 
very  policies  supposed  to  protect  th 
rights  of  elderly  workers  sometimes  en([' 
up  hurting  them. 

Governments  can  best  help  elderly 
workers  by  allowing  them  to  collect  full 
Social  Security  benefits  even  if  they  an 
working  and  by  eliminating  legislatioi 
that  distorts  their  opportunities.  The  la 
bor  market  for  older  workers  will  func, 
tion  much  better  if  pay  and  employmen 
are  left  to  private  negotiations  amon^ 
workers,  unions,  and  companies.  s 
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You  can't  be  late  for 
your  business  appointments, 
and  neither  can  we. 


At  Marriott,  if  your  breakfast  doesn't  show  up  on  time,  it  won't  show  up  on  your  bill. 
That's  because  we  take  our  business  just  as  seriously  as  you  take  yours.  And  our  business 
is  service.  This  commitment  is  what  makes  Marriott  the  business  traveler's  first  choice. 


See  for  yourself.  Call  1-800-228-9290  or  your  Travel  Professional. 

Service.  The  Ultimate  Luxury 

Harriott 

HOTELS  RESORTS 
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conomic  Trends 


BY  KATHLEEN  MADIGAN 

NEW  ENGLAND  KEEPS 

SUPPING  AS 

THE  ROCKIES  RECOVER 


low  quickly  the  mighty  can  fall.  Just 
I  two  years  ago,  the  New  England 
economy  was  a  powerhouse  in  the  U.  S. 
expansion,   thanks   to  the  region's 


A  DRAMATIC  CHANGE 
IN  FORTUNES 


■87 

A  PERCENT  CHANGE 

DATA:  COMMERCE  DEPT.,  DRI/M<GRAW-HILL,  BW 


•90 
PROJEOED 


Strength  in  defense  and  high-tech  indus- 
tries. The  jobless  rate  was  below  37< ,  and 
personal  income  grew  by  10.5/'  in  1987 — 
faster  than  in  any  other  region. 

All  that  has  changed  now,  and  it's  un- 
likely that  New  England  is  going  to  re- 
cover anytime  soon.  The  latest  third- 
quarter  data  from  the  Commerce  Dept. 
show  that,  for  the  first  time  since  the 
1981-82  recession,  income  is  growing 
more  slowly  in  the  New  England  states 
than  in  the  nation  as  a  whole. 

Rudolph  E.  DePass,  a  regional  econo- 
mist at  Commerce,  notes  that  the  slow- 
down in  the  construction,  financial,  and 
business-services  industries  has  reined  in 
the  region's  economic  gains.  In  addition, 
DePass  says,  "the  emphasis  on  peace 
means  defense  spending  will  be  less,  so 
New  England  will  continue  to  grow,  but 
at  a  slower  pace"  than  in  previous  years. 

Meanwhile,  DePass  points  out,  the 
Rocky  Mountain  region — once  an  eco- 
nomic basket  case — has  made  a  marked 
improvement  since  early  1987.  The  com- 
bined personal-income  growth  of  Colora- 
do, Idaho,  Montana,  Utah,  and  Wyoming 
has  increased  steadily  since  bottoming 
out  in  late  1986  and  is  now  outpacing 
gains  for  the  total  U.  S.;  that  hasn't  hap- 
pened since  1983  (chart).  The  reason, 
says  DePass,  is  that  the  Rocky  Moun- 
tain region  has  ii;vested  heavily  in  new 
plant  and  equipment  and  is  now  "better 


poised  to  take  advantage  of  demand  for 
its  products,"  including  energy,  heavy 
machinery,  and  metals.  Also,  important 
industries — including  aerospace  and  elec- 
tronics— are  doing  well  even  as  the  over- 
all U.  S.  economy  is  slowing. 

The  divergence  between  these  regions 
is  likely  to  continue  this  year  as  well. 
Income  growth  across  the  U.  S.  will  cer- 
tainly slow  in  response  to  the  economy's 
downshift.  But,  according  to  forecasts 
done  by  McGraw-Hill/DRl,  earnings  in 
the  Rocky  Mountain  states  should  rise 
by  about' 6?^  in  1990,  after  a  1.2%  ad- 
vance last  year.  That's  better  than  this 
year's  expected  5.9'^f  increase  for  the  na- 
tion and  the  sluggish  5.2'/<  gain  for  the 
fast-fading  New  England  states. 


FACTORY  LAYOFFS 
ARE  STUNTING 
EMPLOYMENT'S  GROWTH 


Prospects  for  slower  growth  in  New 
England — and  the  U.  S.  in  general — 
were  underscored  by  the  latest  report  on 
hiring  done  by  the  employment-place- 
ment firm  Manpower  Inc.  After  survey- 
ing 15,000  companies.  Manpower  con- 
cludes that  hiring  in  the  second  quarter 
will  be  at  its  lowest  since  1986.  Layoffs 
in  the  manufacturing  sector  will  contin- 
ue to  suppress  job  growth  nationwide. 

The  Northeast,  which  comprises  New 
England  and  the  Middle  Atlantic  states, 
will  be  hardest  hit.  "Nearly  every  indus- 
try in  the  region  forecasts  the  weakest 
activity  since  1983,"  says  the  Manpower 
report.  In  the  Midwest,  jobs  will  also  be 
tougher  to  find  because  of  the  poor  hir- 
ing prospects  in  durable-goods  indus- 
tries. The  outlook  is  brighter  in  the 
South  and  the  West,  which  includes  the 
Rocky  Mountain  area.  Companies  there 
expect  second-quarter  hiring  to  be  about 
the  same  as  last  year's  pace. 


WILL  CONSUMERS 
SHOP  AWAY 
THE  RECESSION? 


As  the  consumer  goes,  so  goes  the 
economy.  After  all,  consumer 
spending  accounts  for  two-thirds  of 
gross  national  product.  If  shoppers  stay 
home,  the  U.  S.  could  very  well  tip  into 
recession  sometime  this  year. 

But  Lacy  H.  Hunt,  director  of  re- 
search at  Carroll  McEntee  &  McGinley 
Inc.,  is  optimistic  that  consumer  spend- 
ing in  the  second  quarter  will  be  a  lot 
stronger  than  most  forecasters  are  pre- 
dicting. Hunt  bases  his  bright  outlook  on 
two  special  factors.  First,  the  federal 


government  will  hire  as  many  as  500,00 ' 
workers  to  take  the  1990  census.  Most  cy, 
them  will  probably  be  "workers  th 
drift  into  and  out  of  the  work  force, 
Hunt  says,  such  as  older  workers  con 
ing  out  of  retirement,  so  the  extra  iijr^ 
come  will  likely  be  spent,  not  saved. 

Second,  and  more  important,  spendin  ' 
will  get  a  boost  from  the  13.5''c  jump  ii  i 
the  minimum  wage  to  $3.80  an  houH 
from  the  current  level  of  $3.35.  Hur 
projects  that  this  increase  will  not  onl 
raise  the  income  for  the  7  million  worl 
ers  earning  the  minimum  wage  or  les 
but  also  for  most  of  the  7  million  en 
ployees  whose  hourly  pay  is  up  to  5 
above  the  minimum  pay  scale. 

All  told,  Hunt  calculates,  upwards 
14  million  Americans  "will  get  a  5%-t( 
6';  pay  boost  in  the  second  quarter. 
And  given  the  "subsistence"  level  ( 
their  incomes,  he  expects  these  workei 
to  spend  all  of  the  wage  gain  as  soon  a 
it  shows  up  in  their  paychecks. 

Hunt  estimates  that  the  minimun 
wage  hike  plus  the  census  hiring  wi 
add  one  percentage  point  to  real  coi 
sumer  spending  in  the  second  quarte: 
That  would  raise  growth  to  a  healthy  4' 
annual  rate,  up  from  his  expectation  cl 
d'-'  this  period  and  the  weak  0.49;  annuEn  j 
pace  of  the  last  quarter  of  1989.  j 


FALLING  OIL  PRICES 
MAY  NOT  MEAN 
FALLING  PUMP  PRICES 


Crude-oil   prices   have   fallen  prett 
sharply  since  their  mid-Januar 
peak.  And  that  would  seem  to  signal 
welcome  decline  in  gasoline  prices  jus 
as  the  U.  S.  nears  its  prime  driving  secj^ 
son  of  the  late  spring  and  summer. 

But  don't  press  down  on  the  acceler; 
tor  too  hard,  cautions  Kevin  Logaijf' 
chief  economist  at  Swiss  Bank  Corp.  if 
New  York.  Even  though  crude-oil  pricejf. 
have  declined  by  about  109f  recently,  hp 
warns  that  gasoline  prices  might  not  fa! 
nearly  as  much — if  at  all. 

Logan  explains  that  after  the  Decerr 
ber  cold  snap,  refiners  worked  feverishl; 
to  replace  depleted  heating-oil  stocks.  L 
doing  that,  they  inevitably  produced  e>i 
tra  gasoline,  since  they  can  get  only  s 
much  heating  oil  from  a  barrel  of  crud(| 
Now,  oil  companies  don't  need  to  buil 
up  their  gasoline  inventories,  somethin| 
they  usually  do  in  the  spring.  That  wii 
lessen  demand  for  crude  oil  in  the  coni 
ing  months  and  may  reduce  prices  eve> 
further.  But  because  the  existing  ga; 
stocks  were  produced  with  the  costlieii 
crude,  Logan  says,  "oil  companies  wii 
probably  resist  cutting  gasoline  prices  a|; 
much  as  they  can  this  summer."  it 
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PasonaLThis 
IsBusines& 

Business  runs  on  personal  inter-  power  of  UNIX^The  speed  of  our 
action.  extraordinary  M88000  RISC  micro- 
It's  time  computers  interacted,  processor  The  multi-host  capabil- 
too— and  better  than  personal  ities  of  the  X  window  system. The 
computers  ever  did.  Now  a  new  simplicity  of  a  sophisticated  graph- 
computer  does.  ical  user  interface.  And  access  to 

Introducing  the  MultiPersonal™  hundreds  of  industry-specific  UNIX 

Computer  from  Motorola. The  applications.  All  with  Motorola's 

next  logical  step  in  the  evolution  of  commitment  to  open  standards 

corporate  computing.  and  uncompromising  quality 

It  works  the  same  way  you  do.        So  expand  your  personal 

Dynamically  Interactively  For  boundaries.  Call  1-800-556-1234, 


seamless  network  computing         Ext.  165.  In  California,  1-800- 
between  people  and  computers       441-2345,  Ext.  165. 
throughout  your         ^^^^^^^^^^^^^       And  get  down 
company  H^sliiRlaNRSIvfM    ^'^  business  the 

It  gives  you  the        Blirin^lS^^niBl^W        MultiPersonal  way 


Network  Computing  With  A  Personal  ToucK 


fkj;\  MOTOROLA 

Computer  Group 


Cj  1990  Motorola,  Inc  Motorola  Computer  Group  is  a  member  of  Motorola's  General  Systems  Sector  MultiPersonal,  Motorola,  and  the  Motorola  logo  are  trademarks  of  Motorola,  Inc  UNIX  is  a  registered  trademark  of  AT&T 


Our  \er\  first  Capital  Idea— the  one 
that  created  the  conipanv  that  has 
grown  into  GE  Capital— was  a  pro- 
gram t  hat  enabled  bii\ers  of  GE 
appliances  to  c  harge  their  purchases 
instead  of  paving  cash. 

But  we  realized  right  from  the 
start  that  simpK  supplying  our  cus- 
tomers w  ith  capital  wasn't  enough. 
To  keep  them  coming  back.wed  have 
to  supply  them  with  a  stead\  stream 
of  capital  ideas  as  well.  So  we  did. 

GE  Capital's  Retailer  Financial 
.Services  Division  was  a  pioneer  in 


de\  eloping  and  refining  credit 
innovations  like  manufacturer- 
linked  credit  cards,  affinity  cards, 
co-branded  bank  cards,  and  pre- 
mium credit  cards. 

Other  Capital  Ideas  ha\e  led  to 
expanding  the  range  of  services  we 
provide  to  retailers.  As  a  result, 
GE  Capital  now  offers  its  customers 
a  complete  catalogue  of  pro\en 
sales-generating  promotion  tech- 
niques, from  customized  direct- 
mail  offerings  to  new-account  solici- 
tation programs. 


Today  GE  Capital  is  the  nation's 
largest  supplier  of  private-label 
credit  cards— allow  in?  over 30  mil- 
lion  shoppers  to  charge  purchases 
at  department  stores,  furniture  and 
appliance  dealers,  electronics  and 
home  improvement  centers,  and 
dozens  of  other  retail  businesses 
from  coast  to  coast. 

GE  Capital  also  operates  private- 
label  credit  card  programs  for 
businesses  as  di\erse  as  cable  tele- 
\  ision  home-shopping  networks, 
computer  manufacturers,  and 


Coital  Ideas 
leacfthe  ch 


atGEC^Di 


catalogue  showrooms. 

In  retail  credit,  as  well  as  in  the 
man\  other  businesses  of  GE 
Capital,  Capital  Ideas  are  our  stock 
in  trade.  .\nd  whate\er  \our  busi- 
ness. \ve're  saddled  up  and  ready  to 
put  our  ideas  to  w(  )rk  for  vou. 

Just  call  the  GE  Capital  Informa- 
tion Center:  1 800  243-2222. 

And  sound  the  charge. 

Not  Just  Capital 
Capital  Ideas. 


GE  Capita/ 
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Leasing: 
Preparing 
For  The 
1990s 


Last  year  leasing  accounted 
for  32.9%  of  all  new 
equipment  investment  in 
this  country.  This  year  the 
forecast  by  the  U.S. 
Department  of  Commerce  is  that  leas- 
ing will  once  again  outpace  overall 
growth  in  capital  acquisitions  and 
move  beyond  the  33%  mark. 
Yet  four  years  ago,  tax  reform  removed 
most  of  the  major  tax  benefits  associ- 
ated with  equipment  leasing,  and  some 
analysts  saw  very  dark  days  ahead  for 
the  leasing  industry.  With  the  loss  of 
the  investment  tax  credit  and  far  less 
favorable  depreciation  schedules,  the 
ground  rules  for  leasing  changed 
dramatically,  and  the  last  half  of  the 
decade  was  an  era  of  shakeouts  and 
consolidations  as  the  industry  learned 
to  play  by  new  rules. 

But  despite  the  turmoil,  leasing  con- 
tinues to  gain  favor  among  businesses 
seeking  to  acquire  new  equipment. 
Between  1986  and  1989.  annual  busi- 
ness investment  in  equipment  grew 
from  $298  billion  to  an  estimated 
$370.5  billion,  an  increase  of  more 
than  25%.  By  contrast,  the  leased  por- 
tion of  that  investment  jumped  over 
43%  from  $85  billion  to  $122  billion, 
according  to  U.S.  Department  of  Com- 
merce figures. 

"I  forecast  a  dramatic  drop  in  busi- 
ness after  the  1986  tax  reforms,"  says 
Robert  N.  Laughlin,  division  executive 
for  equipment  finance/leasing  at  Citi- 
corp's North  American  Finance 
Group.  "But  it  didn't  happen.  I  wasn't 
even  close.  That's  a  good  indication 
that  there's  more  going  on  in  leasing 
than  tax  games.  Far  more." 

"The  leasing  industry  has  always 
been  entrepreneurial,"  says  Robert  L. 
Reynolds,  executive  vice  president  and 
director  of  Chrysler  Capital  Corp. ,  a 
full-service  financing  subsidiary  of 
Chrysler  Corp.  "Periodically,  it's 
forced  to  go  through  .some  dramatic 
changes.  That's  its  history.  But  we 
continue  to  service  industry  well. 


because  we  continue  to  manage  asset 
risks  for  customers.  That's  what  leas- 
ing is  really  all  about." 

"The  fact  is  lessors  live  on  change," 
adds  C.  Wesley  Reynolds,  a  managing 
director  for  the  leasing  and  project 
financing  groups  at  BT  Securities 
Corp.,  formerly  Bankers  Trust. 
"Change  actually  creates  the  need  for 
our  services.  It  creates  the  opportunity 
for  us  to  grow." 

Change  is  no  less  likely  in  the  1990s. 
Some  trends  are  already  evident  and 
others,  unforeseen,  are  sure  to  emerge. 
But  in  all  probability,  based  on  its  past 
performance  under  a  variety  of  eco- 
nomic conditions,  leasing  in  the  1990s 


"The  fact  is  lessors  live  on 
change.  Change  actually  cre- 
ates the  need  for  our  services. 
It  creates  the  opportunity  for 
us  to  grow. " 


will  continue  to  grow  faster  than  over- 
all capital  investment. 

"In  these  transitional  times,  com- 
panies are  seeking  more  flexibility  and 
credibility  in  their  management  of 
assets  and  liabilities,"  says  Michael  J. 
Fleming,  president  of  the  American 
Association  of  Equipment  Lessors. 
"At  the  same  time,  they  are  more 
reluctant  and  less  able  to  manage  the 
risks  that  come  with  ownership.  Today 
the  business  community  views  leasing 
as  a  viable  and  creative  financing 
source— a  contributor  to  its  success." 

In  short,  leasing  has  become  an 
accepted  form  of  financing,  a  tool  that 
business  cannot  do  without. 

ROOTS  IN  THE  '80s 

The  major  change  foreseen  for  the 
leasing  industry  in  the  present  decade 


is  really  already  well  underway.  Many 
leasing  companies  are  moving  away 
from  tax-oriented,  general-financing 
operations  and  becoming  specialists  in 
various  types  of  lease  products  and 
equipment.  Industry  consolidation 
through  divestitures  of  general-finance 
lease  businesses  and  acquisitions  of 
specialty  operations  began  in  earnest 
in  1988,  according  to  the  Department 
of  Commerce's  "U.S.  Industrial  Out- 
look 1989,"  and  most  industry  execu- 
tives expect  that  trend  to  continue 
reshaping  their  business  for  at  least  the 
next  few  years. 

"Consolidation  is  going  to  continue 
in  the  1990s,"  says  Joseph  C.  Lane, 
president  of  GATX  International  and 
executive  vice  president  of  GATX 
Financial  Services,  the  leasing  and 
merchant-banking  subsidiaries  of 
GATX  Corp.  "People  who  got  into 
tax-oriented  leasing  are  getting  out  as 
the  benefits  diminish." 

Equipment  specialists  such  as 
GATX,  which  concentrates  its  leasing 
efforts  in  heavy  transportation  equip- 
ment, are  acquiring  leasing  operations 
or  portfolios  that  fit  their  business 
focus  from  those  existing  on  the 
general-finance  side  of  leasing. 

"We  intend  to  remain  active  in  that 
area,"  says  Lane.  "For  example,  we 
just  bought  a  package  of  $500  million 
in  equipment  assets."  Portions  of  the 
package  that  complemented  the  com- 
pany's leasing  portfolio  were  retained, 
while  other  portions  were  sold  imme- 
diately to  lessors  with  different  areas 
of  specialization. 

Such  careful  acquisitions  are  an 
important  element  in  most  lessors' 
game  plans  for  the  1990s.  As  a  recent 
analysis  of  finance  companies  by 
Standard  &  Poor's  Creditweek  pointed 
out,  "Reaching  and  maintaining  criti- 
cal mass  in  a  given  business  line  is  of 
paramount  importance  to  gain  efficien- 
cies and  economies  of  scale  necessary 
for  competing  effectively." 

A  good  case  in  point  is  General 
Electric  Capital  Corp.,  possibly  the 
largest  equipment  les.sor  in  the  coun- 
try, with  over  $7  billion  invested  in 
leased  assets.  This  subsidiary  of  Gen- 
eral Electric  Corp.  was  very  active  in 
the  late  1980s  acquiring  smaller  lessors 
and  lease  portfolios  that  fit  its  various 
specialized  lease  operations. 

For  example,  its  automobile  fleet 
leasing  operations  bought  and  consoli- 
dated three  companies— Geico  Corp. , 
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Chrysler  presents 
The  luxury  car  lease 

without 
the  luxury  car  price. 


Chrysler  New  Yorker  Fifth  Avenue 


Now  you  can  get  a  new  lease  on  lux- 
ury. Chrysler's  Special  Gold  Key  Lease. 
This  exclusive  program  offers  you 
unusually  low  financing  rates.  The 
results  are  exceptionally  affordable 
monthly  payments  on  one  of  the  most 
luxurious  Chryslers  ever  built.  New 
Yorker  Fifth  Avenue. 

It's  engineered  with  our  new  3.3-liter 
fuel-injected  V-6.  And  the  world's  first 
and  only  fully  adaptive,  electronically 
controlled  four-speed  automatic 
transmission. 

Fifth  Avenue  comes  with  luxury 


1339 


a  month 


amenities  standard,  such  as  climate 
controlled  air-conditioning,  a  power 
driver's  seat  and  a  multi-speaker  sound 
system. 

Fifth  Avenue  also  provides  excep- 
tional protection.  A  driver-side  air  bag 
is  standard.  In  addition,  you  get  the 
protection  of  Chrysler's  Crystal  Key 
warranty!*^  The  owner  care  program  so 
complete,  it  even  exceeds  that  of  a  Rolls 


Royce  or  Mercedes. 

There  may  never  be  an  easier  way  to 
enter  the  world  of  Chrysler  luxury  than 
with  this  Special  Gold  Key  Lease 
program.  Don't  delay.  See  your 
Chrysler-Plymouth  dealer  for  all 
the  details. 

T/TO 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler -Plymoulh  Dealer 

There  Is  No  Luxury 
V^thout  Engineering. 


■^Monthly  lease  payment  example  based  on  sticker  pnce  of  this  vehicle,  including  Luxur\^  Equipment  Package  and  destination  charges.  All  taxes,  titJe  and  registra- 
tion fees  not  included-  Monthly  payment  example  based  on  .'M. 594. 60  down  payment,  with  a  refundable  security  deposit  of  $350  plus  first  month's  paynit- nt 
of  $33942  required  in  advance.  48  monthly  payments  of  $339,42  to  total  $16,292.16,  Vou  may  have  the  option  to  purchase?  the  vehicle  at  lease  end  at  a  pnce 
negotiated  with  the  dealer  at  lease  inception.  Lessee  is  responsible  for  excess  wear  and  tear  and  mileage  over  60.000  at  8  cents/mile.  Lease  rate/residual  sub- 
ject to  change.  '•'See  limited  warranty  at  dealer.  Restrictions  apply.  Excludes  normal  maintenance,  adjustments,  wear  items. 
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Kerr  L£ii:-£  Ljc  ar-c  Dd:K  FiiiaDc:^] 
C^>rp.  — irsd  is  dot,  ±.e  c-ountr.  "s  s-ec- 
ODd  largevi  auio  flee:  les.>or.  Gelcc'j 
truck  jeasiTig  operai:ori  formed  ±>e 
basis  for  a  joini  ■•.'ennire  ber^'eer.  GE 
Capital";  C<MnrDen:ia]  Asset  ¥-~^!:'jn£. 
Gr^'up  ard  Herrz-Penskje  Tr.ck  Leas- 
ing, creating      number  r-o  truck 
les-sor  in  the  U.S. 

A:  lie  same  lirDe-.  GE  Capita] 
extended  its  small-tickei  ieasing  opera- 
lioas  w  acquiring  tae  '.  endor  lease 
portfolio  of  Borg-Wamer  .Acceptance 
Com  from  TraTiS-amenca  Corp.. 
lA-hich  itself  iiad  acquired  Borg- 
Waroer's  finance  subsidian^  but  did 
not  feel  ii  had  the  resources  to  max- 
imize lite  %'eDdor  leasing  business. 

Vendor  prcvgrams.  which  allow-  man- 
ufecmrers  to  offer  cusii>mers  lease- 
financing  opDO'ns  prcided  b»\-  a  third 
parr,  such  as  GE  Capital,  require  sub- 
startial  "backroom"  irrk'es.tm'ents  m 
personnel  and  mfbrmation  s)'s^ems  to 
be  able  lo  anaJ>'ze  and  appro^e  lease 
applicacons  from  ^  endors  as  quicklv 
as  possible.  Economies  of  sc£e  are 
needed  to  make  sruch  operacors  co^m- 
pe.r  L:\e.  Ha\-ing  chosen  vendor  pro- 
grams as  one  of  its  business  lines.  GE 
Capital  ""has  doublec  tbe  size  of  that 
business  m  the  las:  s:\  months  «ith 
acqu: siDons.  and  there  are  some  mjore 
cormng  doan.""  s2>s  Charles 
N:c-  j!so-.  semor  ^":ce  president  and 
gene-al  manager  of  the  co^mpan}  "s 
co-mm.'ercia]  asset  firiancmg  group. 

Ch^eralj.  he  feels,  the  trend  ai^ards 
consolidation  should  continue,  if  not 
mtensif_..  ;r  the  near  term. 

Not  Lha:  >maller  lessors  won":  prc-s- 
p-er  as  v,e:!  ir  tbe  coming  years.  "1 
think  'R'e'll  ;.re  i  "Pi-m'Odal'  leas^ing 
indussn  de'.elcp  in  the  early  "90  s." 
S2VS  Ned  Mundei..  t-.e  recent!)  retired 
president  of  U.S.  Le^>:-g  International 
Inc.  and  now  its  boarc  mairman.  .At 
•iie  yyp  end  -aill  be  mcse  "f  di  $2  bil- 
-ion  or  mjore  in  leased  assets.  "Tnese 
"•■•17.  be  the  large,  cos: -competitive 


piaPi^rs.  tiie  companies  -wiih  ibe  capital 
resources  to  make  Larger  commitments 
and  lower  financing  costs."  savs 
MundeD. 

.At  the  other  end  v.-il]  be  "specialt> 
pla\'ers.  companies  lAith  less  than  S500 
million  in  assets.""  he  predicts.  "Th^ 
v.-ill  use  inno\'ation  and  entrepreneur- 
ship  to  protect  their  markets ."" 

.A  good  example  of  that  r>-pe  of 
smaller,  more  enrrepreneurial  lessor  is 
DPF  Group  Ltd.  Hav  ing  chosen  to 
compete  ^  iih  giants  such  as  GE  Capi- 
tal in  \  endor  leasing.  DPF  relies  on  a 
high  le\'el  of  service  and  careful  choice 
of  markets  to  gi\e  it  an  edge,  "'%'e 
work  Viith  roanufecturers  that  need 


Reform  Art  of  1986  chaiigtd 
lux-orhnted  leasing  by  reduc- 
ing imtstmem  jnceniive.  hut 
it  by  no  imans  eliminated  h. " 

suppon  in  dealing  ■with  their  cus- 
tomers.'" sa^'S  senior  vice  president 
Donna  Hamjnel.  "'^'hen  the)  ha>e  a 
customier.  th^  -want  instant  gratifica- 
tion."' By  specializing  m  certain  tvpes 
of  computer  systems,  aircraft,  and 
m-edical  equipment.  DPF  has  the 
■  equipm'eni  exr>ertise  to  qu)ckl>"  evalu- 
ate a  lease  application  and  to  respond 
"viithm  a  20  minute  fram'ew'ork."  sa\s 
Hammel.  "Larser  insntutions  can't 
match  i-a::r.e!'?f>e-.:cf" 

OPTIMIZING  TAX  BENEFTTS 

In  general,  lessors  fall  mto  va'o  catego- 
ries— those  mat  prlmianlv  finance 
asset  acquisitions  and  those  that  func- 
tion as  asset  managers  "r^.  prcMOing  a 
range  of  services  associated  viiih  the 
leased  equipment.  The  profits  from 
lease  financing  are  largelv'  generated 


b^'  ta-\  benefits  that  pass  from  the  oom- 
pem  leasing  tbe  equipr  ;  -  ■  ■  me  les- 
sor, v^hile  asset  manage. ?:  lo 
x^alue-added  services  arising  from 
specialized  equipment  expertise  for 
their  profits. 

^liile  some  companies  cited  tax 
reform  as  ihe  reason  for  getiiiig  out  of 
leasing  in  the  last  fe».^  years,  tax-ori- 
ented transactions  ssill  account  for  a 
large  portion  of  leasing  ac^i^irv  and 
should  continue  to  do  so  ihroueboin 

[  tbe  1990s. 

"It  is  true  that  the  Tax  Refonn  Act  of 

j   19S6  changed  tax -oriented  leasing  bv" 
reducing  investment  incentive,  but  it 
b\  no  means  eliminated  it."  says 
-American  A^ssociation  of  Equipment 
Lessors  ( .AAEL  i  president  Fleming.  In 
19S8.  die  last  vear  vj.ith  full  figures, 
"true  tax-onented  leasing  accounted 
for  50    of  .A.AEL  memtiis'  busi- 
ness." be  points  out. 

".Although  tax  reform  has  reduced 
the  value  of  equipment  deprecia:. '  - 
companies  vMihout  the  ia.\able  ir. . .  ri; 
to  take  advantage  of  even  that  reatjcec 
depreciation  siiil  mm  to  leasing." 
explains  Paul  Larkins.  a  vice  president 
at  U.S.  Leasing.  "Due  to  the  ta-X  prof- 
itabililv  of  our  parent— Ford  Motor 
Co. — v«e  can  use  the  tax  benefits  and 
pass  than  through  to  lessees  v-ith 
attractive  finance  rates."  be  sav's.  "We 
see  tax-drb  en  leasing  continuing  as  a 
strong  market." 

■VKTiile  tax  benefits  have  plav'ed  and 
v*ill  continue  to  plav  an  important  role 
in  financing  equipment  acquisitions 
through  leasmg.  the  ongoing  restruc- 
mnng  of  .American  indusrr.  has  also 
created  a  need  for  leasing  as  a  source 
of  capital  investment  funds.  ".As  com- 
panies buy  other  companies — or  buv 
themselves  via  leveraged  buyouts— 
the}  often  end  up  v*iih  heavy  debt  bur- 
dens. TTiaking  it  difficult  to  finance  new 
equipment."  savs  Fleming.  "In  these 

I  circumstances,  abihrv"  to  conserve  cash 
and  retain  borrowing  capacit>  (through 
leasing )  becomes  highlv  imjxMiani." 

In  general.  Fieming  adds.  ".As  a 
fixed-rate.  no-nxine> -down  source  for 
acquiring  tbe  use  of  equipment,  leas- 
ing is  hard  to  beat.  V»1iile  most  loans 
have  floating  rates,  most  leases  involve 
a  fixed  rate,  so  there  are  no  surprises. 
Cash-pc>or  companies,  in  pamcular. 
also  benefit  because  thev  can  keep 
scheduled  pavments  low  bv^  siretchiing 
out  repa\-ment  terms.  In  addition.  ±e 
term  of  the  lease  can  be  matched 


What  Type  of 
Financing  Will 

Your  Business 
Need  Tomorrow? 

At  AT&T  Capital  Corporation, 
It's  Our  Job  to  Know  the 
Answers  Today. 

We  develop  innovative  lease  opportunities  that  help  business 
customers  of  all  sizes  finance  the  technologies,  equipment  and 
projects  that  will  keep  them  competitive. 

In  just  five  years,  we've  grown  our  equipment  ponfolio  to  nearly 
$4  billion,  and  we  provide  financial  services  to  some  350.000 
customers. 

Our  success  is  buih  on  a  complete  knowledge  of  the  leasing  busi- 
ness, flexible  financing  structures  to  meet  the  changing  needs  of 
today's  companies,  and  an  unsurpassed  ability  to  understand  the 
evolution  of  technology. 

We  offer  value-adding  services  and  a  spectrum  of  financial  strate- 
gies that  allow  our  customers  to  migrate  to  new  generations  of 
technology  without  putting  their  companies  in  jeopardy. 
And  because  we're  part  of  AT&T,  we're  in  a  unique  position  to 
understand  the  power  of  emerging  technologies.  Yesterday's  sys- 
tems and  equipment  can't  support  tomorrow's  companies.  And 
yesterday's  financing  solutions  simply  don't  meet  tomorrow's 
business  needs. 

Tomorrow's  business  leasing  strategies  .  .  .  they're  available  for   

your  company  today!  Make  contact  with  the  future  by  calling  ^  Capital  Corporation 

AT&T  Capital  Corporation  at  1  800  327-3333. 


AT&T 


The  AT&T  Capital  Corporation  Family  of  Companies: 

AT&T  Credit  Corporation  •  AT&T  Commercial  Finance  Corporation  •  AT&T  Capital  Holdings  International.  Inc.  • 
Eaton  Financial  Corporation  •  Encore  International,  Inc.  •  44  Whippany  Road  •  Morristown,  New  Jersey  07960 


Leasing: 
Preparing 
For  The 
1990s 


closely  to  the  productive  life  of 
the  asset." 

EYE  ON  THE  CUSTOMER 

Leases  are  most  often  divided  into 
two  basic  types— finance  and  opera- 
ting leases. 

The  finance,  or  full-payout  lease 
generally  spans  the  entire  useful  life  of 
a  piece  of  equipment.  Total  payments 
in  a  finance  lease  essentially  represent 
the  full  value  of  the  equipment  and 
ownership  passes  to  the  lessee  at  the 
end  of  the  lease  term. 

In  contrast,  an  operating,  or  non- 
full-payout  lease,  is  written  for  shorter 
periods,  with  the  lessee  financing  only 
a  portion  of  the  equipment's  value  and 
the  lessor  retaining  the  residual  value 
at  the  end  of  the  lease. 

While  finance  leases  will  continue  to 
furnish  attractive  alternatives  to  loan 
financing  for  many  businesses,  much 
of  the  growth  forecast  for  leasing  is 
expected  to  be  in  the  area  of  short-term 
operating  leases. 

The  industry  is  undergoing  "an  evo- 
lutionary change,  a  change  that's  being 
driven  by  customer  demand,"  says 
Citicorp's  Laughlin.  "There's  more 
interest  in  shorter-term  leases  and  in 
greater  flexibility." 

Along  with  demand  for  shorter-term 
arrangement.s,  many  leasing  customers 
are  looking  for  value-added  services, 
services  that  range  from  advice  on 
technology  or  equipment  options  to 
full  packages  that  include  mainte- 
nance, insurance,  and  perhaps  even 
personnel.  "Increasingly,  we're 
becoming  more  of  an  asset  manager 
than  financer,"  says  Laughlin. 

Just  in  the  area  of  computers  alone, 
the  Gartner  Group,  a  subsidiary  of 
Saatchi  &  Saatchi  Company,  estimates 
that  by  1993  roughly  75%  of  all  com- 
puter lessors  will  offer  value-added 
services  such  as  disaster  recovery, 
equipment  and  software  maintenance, 
and  systems  integration,  according  to 


an  AAEL  report. 

The  need  to  combine  financial 
expertise  with  equipment  expertise  is 
expected  to  further  accelerate  the  trend 
towards  specialization  among  lessors, 
according  to  many  observers. 

"Specialization  will  become  more 
predominate  in  the  1990s,"  says  GE 
Capital's  Nicholson.  "It's  the  only  way 
to  develop  value-added  products."  The 
reduction  in  tax  benefits  and  increased 
competition  among  lessors  have 
resulted  in  smaller  profit  margins. 
"We  need  those  additional  products  to 
build  our  margins,"  Nicholson  says. 
"As  we  see  it,  the  future  lies  in  provid- 
ing services  to  the  customers,  in 


g»v  \  \  \ 


"We  re  going  to  help  companies 
assess  their  overall  logistical 
needs  and  offer  our  resources  to 
help  them  meet  those  needs  in 
whatever  way  it  may  cost.  " 


becoming  total  asset  managers  from 
the  cradle  to  the  grave.  That's  our  mis- 
sion in  the  1990s." 

CARS  AND  TRUCKS 

Automobile  and  truck  fleet  leasing  is 
an  area  where  specialization  is  already 
well  established  and  has  actually  led 
some  to  develop  services  that  have 
evolved  beyond  leasing. 

Full-service  leasing,  where  one 
company  provides  vehicles,  mainte- 
nance, fuel,  insurance,  and  a  range  of 
management  services,  including 
licensing  and  permitting,  has  long 
been  a  staple  of  the  trucking  industry. 
"Our  current  strategy  is  to  extend  our- 
selves well  beyond  vehicle  services," 
says  Douglas  Slack,  senior  vice  presi- 
dent for  sales  and  marketing  at  Ryder 
Truck  Rental  Inc.,  a  subsidiary  of 


Ryder  System  Inc.  By  far  the  largest 
full-service  truck  lessor  in  the  world, 
Ryder  sees  a  clear  trend  towards  com- 
panies outsourcing  their  entire  distri- 
bution operations. 

"Our  fastest  growing  service  is  dedi- 
cated contract  carriage,  where  we  pro- 
vide drivers,  labor  management,  and  a 
distribution  system  design  as  well  as 
vehicles,"  says  Slack.  "We've  become 
more  than  asset  managers.  The  asset  is 
important,  but  it's  only  one  piece  of 
the  entire  picture." 

In  dedicated  contract  carriage,  for 
example,  "equipment  represents  only 
25%  of  the  total  dollar  and  the  lease 
financing  only  30%  of  that,"  he 
points  out. 

In  today's  business  climate,  "more 
and  more  customers  want  to  focus  on 
their  primary  business,"  Slack  con- 
tinues. "They  don't  want  to  tie  up  cap- 
ital and  energy  in  transportation.  But 
they  also  want  to  look  at  total  costs,  not 
just  one  piece." 

For  Ryder  that  means  focusing  on  its 
role  as  a  logistics  consultant  rather 
than  on  specific  products  such  as  full- 
service  leasing  or  dedicated  contract 
carriage.  By  looking  at  the  whole  pic- 
ture rather  than  a  particular  service, 
Ryder  can  help  companies  evaluate 
different  scenarios  involving  a  range  of 
trade-offs.  "For  example,"  Slack 
explains,  "by  spending  more  on  trans- 
portation, a  company  may  be  able  to 
reduce  warehousing  and  inventory 
costs,  or  by  spending  more  on  ordering 
systems,  it  may  be  able  to  cut  transpor- 
tation cost. 

"The  trend  is  clear  to  us,"  he  says. 
"We're  going  to  help  companies  assess 
their  overall  logistical  needs  and  offer 
our  resources  to  help  them  meet  those 
needs  in  whatever  way  is  most  cost 
effective." 

In  recent  years,  automobile  fleet  les- 
sors have  also  turned  to  additional 
services  to  add  value  to  their  financ- 
ing. In  the  past,  the  larger  the  leased 
fleet,  the  more  likely  the  customer  was 
to  shop  around,  or  unbundle,  the  vari- 
ous management  services  such  as 
licensing,  insurance,  and  vehicle  deliv- 
ery, says  Jim  Rogers,  president  of  GE 
Capital  Fleet  Service,  a  unit  of  GE 
Capital  Corp. 

"Corporate  restructuring  and  inter- 
national competition  are  shaking  up 
traditional  customer/supplier  relation- 
ships," he  says.  "Customers  are  look- 
ing for  more  value  from  suppliers." 


If  your 


source 
for  business 
financing  says 
the  same  thing 
to  everyone, 
you  re  talking  to 
the  wrong  people. 


Many  banks  and  finance  companies  have  only  stock  answers  to 
questions  about  structuring  a  transaction.  With  their  rigid  credit 
requirements,  lending  limits,  and  terms  and  conditions,  they  only 
see  obstacles  where  we  at  Chrysler  Capital  see  opportunities. 

We  understand  that  every  deal  is  different.  So  the  only  assumption 
we  make  about  a  transaction  is  that  if  there's  a  way  to  make  it 
happen,  we'll  find  it.  That  can  mean  throwing  out  the  rule  book  to 
create  solutions  others  don't  think  of. 


WE  MAKE  THINGS  HAPPEN. 


And  though  we're  small  enough  -  and  hungry  enough  -  to  offer 
the  service  you  expect,  we're  large  enough  to  offer  the  resources 
you  need. 
We're  part  of 

Chrysler  Financial  Corporation,  the  fourth  largest  nonbank  financial 
institution  in  the  U.S.  So  we  can  handle  transactions  from  $250,000  to 
$300  million. 

Ask  any  of  our  people  what  they  do  and  you'll  get  the  same  answer:  "We 
make  things  happen."  It's  a  business  philosophy  we  put  into  practice  for  clients  in 
every  sector  of  the  economy.  John  Bowes,  our  president,  would  like  to  prove  it  to 
you.  Call  him  at  (203)  629-3000.  Or  write  to  him  at  Chrysler  Capital  Corporation, 
Greenwich  Office  Park  1,  Greenwich,  CT  06836. 


CHRYSLER 
iSlSr  CAPITAL 


ACQUISITION  FINANCING  ■  CORPORATE  LOANS  •  LEVERAGED  LEASING  •  OPERATING  LEASING  •  COMPUTER  LEASING  • 
PROJECT  EINANCING  ■  EQUIP.VIENT  FINANCING  •  REAL  ESTATE  FINANCING  •  MUNICIPAL  LEASING  •  INVESTOR  NOTES 
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In  auto  fleet  leasing,  "Customers 
have  found  that  unbundling  increases 
their  management  efforts,"  says  Rog- 
ers. "More  and  more  want  to  set  goals 
and  targets  for  lessors  so  they  don't 
have  to  shop  around  for  every  little 
piece.  They  expect  us  to  bundle 
together  a  package  that  meets 
those  goals." 

Leasing  cars  to  corporate  America 
in  the  1990s  "is  an  asset  management 
business,  and  financing  is  just  one  of 
the  elements,"  says  Rogers.  "Cus- 
tomers want  more  than  just  money. 
The  rapid  introduction  of  customer- 
driven,  value-added  services  will 
be  critical  to  competing  for  their 
business." 

TRAINS  AND  PLANES 

In  other  areas  of  transportation,  flexi- 
bility, asset-based  financing,  and  asset- 
risk  management  is  likely  to  remain 
the  key  attractions  of  leasing. 

The  largest  portion  of  Chrysler  Cap- 
ital's leasing  activities  are  concentrated 
in  rail,  aviation,  and  marine  equip- 
ment, with  rail  being  the  fastest  single 
growth  area  over  the  last  three  years. 
The  need  to  provide  careful  and  strate- 
gic management  of  assets  means  les- 
sors "are  changing  rapidly  to  focus  on 
specialized  equipment  and  industries," 
says  Chrysler  Capital's  Reynolds.  "For 
example,  in  1986  we  had  fewer  than 
1,000  pieces  of  rail  equipment  under 
lease.  Today,  we  have  nearly 
22,000  pieces." 

In  the  last  two  years,  the  growth  of 
commercial  aircraft  leasing  has  far 
outpaced  that  of  the  industry  in  gen- 
eral. That  growth  has  been  driven  pri- 
marily by  specialists  who  have 
developed  the  expertise  necessary  to 
let  them  assume  substantial  residual 
risks  and  offer  airlines  operating  in 
a  deregulated  market  much  needed 
flexibility. 

Traditionally,  airlines  financed  some 
of  their  equipment  acquisitions  with 
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long-term,  full-payout  leases  that 
stretched  out  over  the  full  useful  life  of 
an  aircraft,  usually  15  years  or  more. 
Lessors  assumed  little,  if  any,  residual 
risk  since  the  airlines  held  the  equip- 
ment for  its  entire  life. 

"But  in  a  deregulated  environment, 
airlines  can't  plan  out  that  far,"  says 
Marc  Desautels,  president  of  Polaris 
Aircraft  Leasing  Corp. ,  another  of  GE 
Capital's  specialized  leasing  subsidi- 
aries. Since  aircraft  are  designed  for 
very  specific  ranges  and  types  of  oper- 
ations, "How  do  airlines  buy  suitable 
planes  when  they  are  operating  in  a 
deregulated  mode?"  he  asks. 

The  solution  devised  by  the  special- 
ized lessors  was  to  adapt  a  standard 
lease  product  (the  short-term  operating 
lease)  to  a  new  industry.  "The  short- 
term  allows  airlines  to  commit  to  a 
much  more  reasonable  tim.e  period," 
says  Desautels.  "And  they  retain  the 
ability  to  renew  the  lease  or  to  switch 
aircraft  depending  on  market  needs." 

As  specialists,  Polaris  and  others  are 
able  to  offer  operating  leases  because 
they  understand  how  to  remarket  the 
equipment  when  it  comes  off  lease  and 
to  maximize  its  residual  value. 

Given  the  rapid  growth  of  aircraft 
operating  leasing  over  the  last  few 
years,  it  seems  apparent  that  the  spe- 
cialists understood  their  segment  of  the 
leasing  industry  well.  Polaris,  for 
example,  added  $1  billion  in  commer- 
cial aircraft  leases  to  its  portfolio  last 
year,  and  "90%  were  operating 
leases,"  according  to  Desautels. 

With  $4  billion  in  aircraft  assets  cur- 
rently under  management,  Polaris 
expects  to  exceed  the  $1  billion  growth 
figure  in  1990  with  the  largest  portion 
of  its  growth  coming  from  interna- 
tional markets.  "We  write  60%  of  all 
commercial  aircraft  financing  outside 
of  the  U.S.,  and  we  expect  that  half  or 
more  of  any  near-term  growth  will  be 
from  international  airlines." 

While  operating  leases  have  cap- 
tured most  of  the  attention  in  the  air- 
line industry,  finance  leasing  should 
also  continue  to  show  good  growth. 
"Back  orders  on  aircraft  are  out  to 
seven  years  in  some  cases,"  says  Rey- 
nolds, whose  leasing  operations  partic- 
ipate as  both  finance  and  operating 
lessors.  As  manufacturers  begin  deliv- 
ering those  huge  backorders,  "airlines 
will  have  a  tremendous  need  for  financ- 
ing," he  says.  "Leasing  will  be  a  very 
attractive  alternative  financing  tool." 
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LINCOLN  TOWN  CAR 
COMES  WITH  SOMETHING 
I  NO  LUXURY  SEDAN 
.  HAS  HAD  SINCE  1952. 
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Motor  trend's 
car  of  the  year  award. 

We  made  it  smoother.  We  made  it  ql'iei  er.  We 

MM^E  IT  MORE  SPACIOrS.  AnD  THEN  THE  EDITORS  OF 
MOTOR  TREND  MAGAZINE  MADE  IT  FAMOl  'S.  ThE  NEW;  V8 
POWERED  LINCOLN  TOWN  CAR.  Tl  IE  FIRST  LI  Xl  'RY  SEDAN 
IN  38  YEARS  TO  BE  NAMED  MOTOR  TREND  S  CAR  OF  THE 
YEAR.  For  a  town  car  CATAI.0G,  call  1  800-446-888S, 

LINCOLN.  What  A  LUXURY  car  should  be. 
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COMPUTERS  AND 
LITHOTRIPTERS 

Computers,  telecommunications 
equipment,  and  other  high-tech  infor- 
mation systems  have  always  been 
active  areas  for  lessors.  Like  most 
other  segments  of  the  industry,  high- 
tech equipment  lessors,  especially 
those  in  the  computer  field,  experi- 
enced a  bumpy  ride  in  the  late  1980s. 
But  through  restructuring,  and  in  some 
cases  a  rededication  to  equipment  spe- 
cialization, those  lessors  that  remain 
are  looking  for  substantial  growth  in 
the  current  decade. 

What  AAEL's  Fleming  calls  "the 
post  tax-reform  emphasis  on  becoming 
a  service  oriented  business"  is  particu- 
larly strong  among  the  high-tech 
lessors. 

"Not  having  to  focus  on  tax  issues 
is  a  real  plus  for  us."  says  Robert 
Bardagy.  executive  vice  president 
of  Comdisco  Inc.  "That  was  never  our 
business." 

While  Comdisco  was  once  primarily 
a  lessor  of  mainframe  computers,  in 
recent  years  it  has  redefined  its  posi- 
tion. The  company  now  provides  all 
types  of  high-tech  equipment  ranging 
from  mainframes  to  work  stations  and 
personal  computers,  and  even  medical 
equipment.  And  it  offers  its  products 
and  services  to  global  markets. 

"We're  basically  a  manager  of  a 
company's  high-tech  assets,"  says 
Bardagy.  "Leasing  is  only  a  piece  of 
what  we  do. 

"That's  what  users  want."  he  adds. 
"PCs  and  other  equipment  are  coming 
up  to  the  same  levels  of  investment  as 
mainframes.  And  with  the  rapid 
change  in  all  types  of  technology,  busi 
nesses  want  to  let  others  take  the  resid- 
ual risk.  The  skill  we  bring  to  the 
table,  the  value-added  service  we  offer 
with  a  lease,  is  our  skill  as  a  remar- 
keter.  We're  able  to  take  equipment 
off  lease  and  move  it  elsewhere." 


GE  Capital  and  IBM  Credit  Corp. , 
the  captive  leasing  subsidiary  of  IBM 
Corp.,  also  see  responsiveness  to  cus- 
tomer demand  as  the  key  to  growth  in 
the  high-tech  field. 

"We  see  double-digit  growth  in  the 
computer  leasing  business  in  the 
1990s."  says  GE  Capital's  Nicholson. 
The  company's  leasing  operations  in 
this  segment  will  grow  because  by  vir- 
tue of  its  size  it  will  be  able  to  offer 
users  "many  more  value-added  serv- 
ices, especially  in  the  area  of  technical 
assistance,"  he  feels. 

IBM  Credit,  which  at  the  end  of 
1989  had  total  assets  in  the  range  of 
S9.3  to  S9.5  billion,  saw  its  leasing 
business  grow  over  5Q7c  from  the  pre- 


"We  see  double-digit  growth  in 
the  computer  leasing  business  in 
the  1990s  and  more  value- 
added  services,  especially  in  the 
area  of  technical  assistance.  " 


vious  year.  With  909f  of  its  financing 
activities  centered  around  IBM  equip- 
ment, the  huge  capitve  lessor's  pri- 
mary mission  is  "to  provide 
high-quality  lease  financing,"  accord- 
ing to  Harry  L.  Kavetas.  president. 

"I  think  we're  competing  better 
because  we  go  where  the  customers 
lead  us,"  he  says.  These  days  that 
means  being  responsive  to  customers 
and  offering  them  flexibility,  as  well  as 
adding  services  like  software,  mainte- 
nance, and  even  total  system  lease 
packages,  Kavetas  points  out.  In  the 
near  future,  he  adds.  "I  think  that 
means  new  opportunities  for  us  in  sys- 
tems integration  and  management,  in 
financing,  and  in  otherwise  supporting 
customers  in  acquisitions  that  go 
beyond  IBM  equipment." 


Although  it  only  accounts  for  a  small 
percentage  of  total  equipment  leasing 
dollars,  medical  equipment  is  one 
high-tech  area  that  a  number  of  lessors 
have  targeted  as  a  market  with  good 
growth  potential  in  this  decade. 

Last  year  medical  equipment  leasing 
approached  SIO  billion  and  accounted 
for  only  about  25%  of  medical  equip- 
ment investment,  according  to  Robert 
Romano,  vice  president  of  medical 
financing  services  at  Chrysler  Capital. 

With  pressure  from  the  federal  gov- 
ernment and  private  insurers  to  contain 
medical  costs.  "The  most  important 
thing  for  the  medical  community  is  to 
provide  services  like  imaging  centers 
with  as  little  financial  risk  as  possi- 
ble." Romano  explains.  With  hospital 
administrators  becoming  more  knowl- 
edgeable and  sophisticated  about  capi- 
tal acquisitions.  Romano  expects 
leasing  to  account  for  as  much  as  40% 
of  all  medical  equipment  investments 
within  the  next  five  years. 

Worry  over  technical  obsolescence 
will  also  spur  the  medical  commu- 
nity's interest  in  leasing  big-ticket 
items  like  lithotripters.  magnetic  reso- 
nance imagers,  and  CT  scanners, 
according  to  George  Conbeer.  Com- 
disco senior  vice  president  and  general 
manager  of  its  medical  group.  "Tn 
most  industries,  there  are  only  a  few 
different  technologies  to  keep  track  of, 
but  hospital  managers  have  an  unbe- 
lievable variety  of  technologies  to  keep 
abreast  of  and  manage."  says  Conbeer. 
Leasing  can  provide  the  asset  manage- 
ment programs  to  minimize  the  risk  of 
obsolescence,  he  points  out,  although 
it  may  be  five  years  or  more  before  it 
becomes  an  accepted  financing  tool  for 
hospital  management. 

Whether  its  future  lies  in  developing 
new  sources  of  financing  for  the  medi- 
cal community  or  in  providing  new 
services  and  products  for  existing  cus- 
tomers facing  a  changing  business 
environment,  leasing  is  ready  for 
whatever  the  coming  decade 
may  bring. 

"Equipment  leasing  took  a  position 
on  the  cutting  edge  of  the  revolution  in 
financial  services  over  the  past  15 
years."  says  Michael  Fleming.  "It  was 
a  pioneer  in  the  '70s.  It  w  ill  be  a  pio- 
neer in  the  '90s." 

Vie  text  for  this  special  advertising 
section  was  written  by  Jim  Mele,  sen- 
ior editor  of  F]eei  Ow  ner  magazine. 
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when  you  enter  a  conventional  lease,  you  could  be  trapped  for  five  long  years.  Or 
even  longer  Which  is  why  you  should  consider  the  freedom  of  the  Audi  3-Year  Test  Drive. 
In  an  exhilarating  German  luxury  sedan  like  the  Audi  100. 

No  Long  Term  Commitment,  while  those  encumbered  by  traditional  60-month 
financing  wiU  continue  to  make  payments  on  the  same  old  car,  you'll  be  free  to  enjoy 
the  luxury  of  another  new  Audi  m  just  three  short  years. 

No  Money  Down.  Unlike  conventional  leases,  Audi  adds  no  down  payment*  to  the 
usual  deposits.  So  you're  free  to  spend  that  initial  $2,000,  or  so,  as  you  wish. 

No-Charge  Maintenance.  You're  also  free  of  routine  maintenance  responsibilities 
for  the  life  of  the  lease.  Because  Audi  covers  aU  scheduled  maintenance  costs  for 
three  years  or  50,000  miles.  So  expenence  the  freedom  of  the  Audi  3  Year  Test 
Drive.  Call  1-800-FOR-AUDl.  And  feel  free  to  ask  us  for  details.  The  Altematse  ROLlte. 


DoritGetTmpedIn 
AConventionarLease 

MeTheAudi 
Sfe'Sst  Drive. 


'Offered  by  VW  Credit.  Inc  through  piirluipulinj;  deakr^  Ledie  based  on  M5RP  mtludm^  lifsliiinlkiii  DfuliTainrnhuluiiis  tii  this  ojjer  rr\ay  affect  final  nci^ntiatcd 

transaction  Thirty-six-month  closed-end  lease  No  down  piivmcvil.  no  furdiase  Ofiluin  First  month's  lease  payment  of  $479  plus  refundable  security  deposit  equal  to  one  moiilfi^ 
payment  required  at  lease  inception  Tax  license  dealer  prep  options  extra.  JOC  per  mile  ovet  50.000  miles  Lessee  is  responsible  fw  excessive  wear  and  use  Total  of  monthly  lease 
payments  for  .Audi  100  shown  517,244  'C'  i'WO  Audi  oj  America 
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Si 


¥)u'\€cut  ¥)uVecut 
Y)uVe  cut '  " 

How 


else  canyou 
your  unit  cost? 


improve 


Maybe  transp(  )i  iati()n  offers  the  relief  you  need. 

If  you  own  your  taicks,  would  full  ser\'ice  leasing 
free  capital  that  could  work  harder  elsewhere?  If  ycui 
lea.se  trucks,  are  you  getting  the  service  you  pay  for? 

And  is  tliat  service  backed  up  with  driver  evalua- 
tions and  preventive  maintenance  to  reduce  accident 
losses  and  ck)wntime? 

If  you're  interested  in  tliis  kind  of  tiiinking,  let  us 


prepare  a  detailed  ;inalysis  comparing  tlie  cost  of  own- 
ing your  fleet  to  Ryder  h'uW  Service  Leasing,  just  call 
us  at  l-H00-446-5SlI,Extensk)n  111. 


And  together,  we'll 
try  to  make  your  next 
cut  the  one  you've 
worked  for  all  along.  A 
bigger  piece  of  the  pie. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


VEIRD  WEATHER,  WEIRD  DATA— 
VITH  STORM  ClOUDS  STIIL  lOOMING 


NERGY  COSTS  SKEW 
ONSUMER  SPENDING 


Economists  have  been  sorting  through  a  lot  of  chaff 
as  they  check  Washington's  latest  crop  of  economic 
data  for  insights  into  the  outlook.  A  multitude  of 
le-time  influences  have  distorted  many  of  the  recent 
onthly  numbers.  But  some  major  trends  are  clear:  Re- 
ission  is  less  of  an  immediate  threat,  but  the  economy 
likely  to  remain  disturbingly  weak. 

The  data  were  buffeted  by 
unseasonable  weather  in  De- 
cember and  January,  by  month- 
ly gyrations  in  auto  sales  and 
output,  and  by  the  aftershocks 
from  last  year's  strikes  and  nat- 
ural disasters.  Most  of  those  ef- 
fects have  passed,  and  the  first 
quarter  is  coming  into  focus. 

Early  signs  show  consumer 
spending  holding  up  and  capital 
spending  looking  firmer.  How- 


CONSUMER  OUTLAYS 

■  FUEL  OIL,  GASOLINE, 
ELECTRICITY,  AND  NATURAL  GAS 
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'^er,  manufacturing  is  still  gasping  for  air.  Housing  is 
X  weaker  than  the  January  reports  imply,  as  is  con- 
ruction  in  general.  And  although  auto  sales  and  pro- 
iction  have  picked  up,  they  remain  at  low  levels. 
On  balance,  overall  demand  in  the  first  quarter  looks 
ronger  than  in  the  fourth,  but  growth  in  real  gross 
itional  product  may  not  prove  much  better  than  last 
carter's  0.9%  increase.  Cuts  in  factory  output  and  trim- 
ing  of  inventory  will  hold  back  the  gain. 
Although  that  combination  of  stronger  spending  and 
wer  inventories  bodes  well  for  output  and  employment 
the  second  quarter,  economic  growth  is  likely  to  re- 
ain  subdued.  The  government's  index  of  leading  indica- 
irs  was  unchanged  in  January  and  has  gone  nowhere 
tr  more  than  a  year. 


AMERia'S 
PURSE 
STRINGS: 
STILL  LOOSE 


Now  more  than  ever,  the  expansion's  fate 
rests  with  consumers.  In  a  fragile  econo- 
my, consumer  spending's  commanding 
size — some  two-thirds  of  GNP — gives  it  a 
votal  role.  The  numbers  for  January  were  especially 
storted,  but  they  seem  to  be  saying  that  consumers  are 
ill  willing — and  able — to  spend  at  a  pace  that  will  keep 
le  economy  afloat. 

Consumer  spending  rose  0.67"  in  January,  but  prices 
imped  l.l7o,  reflecting  sharp  runups  in  energy  and  food 
lused  by  December's  frigid  temperatures.  So,  adjusted 
)r  inflation,  real  spending  actually  fell  0.5%,  after  a 
;rong  0.9%*  gain  in  December. 

Most  of  that  swing  reflects  the  ups  and  downs  of 
lergy  demand  (chart),  as  consumers  coped  with  one  of 


the  coldest  Decembers  in  history  and  then  enjoyed  the 
warmest  January  on  record.  Inflation-adjusted  purchases 
of  fuel  oil,  gasoline,  electricity,  and  natural  gas  jumped 
$17.5  billion  in  December  and  plummeted  by  $30.6  bilHon 
in  January.  Excluding  energy,  real  consumer  spending 
rose  a  solid  0.7%  in  January,  and  the  December  gain  was 
a  more  modest  0.3%. 

A  pickup  in  car  sales  in  response  to  Detroit's  new 
incentives  was  the  main  source  of  strength  in  January. 
Purchases  of  nonauto  durable  goods,  such  as  furniture 
and  appliances,  also  rose  strongly.  Clothing  sales  scored 
a  third  consecutive  gain.  And  excluding  the  depressing 
effect  of  lower  demand  for  electricity  and  natural  gas, 
service  spending  posted  a  healthy  advance. 

Can  consumers  keep  it  up? 
Probably,  because  income 
growth  will  support  it.  Personal 
income  rose  a  solid  0.8%  in  Jan- 
uary. Cost-of-living  adjustments 
to  Social  Security  and  other 
transfer  programs  and  a  federal 
pay  raise  helped  to  boost  the 
gain.  But  even  adjusting  for  the 
special  factors,  incomes  rose  a 
healthy  0.5%.  Yearly  income 
growth  continues  to  outpace  in- 
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flation.  And  some  workers  will  benefit  from  a  higher 
minimum  wage  that  goes  into  effect  on  Apr.  1. 

But  consumer  spending  may  well  contribute  less  to 
the  economy  in  1990  than  it  did  last  year,  when  it  grew 
by  2.5%.  By  most  measures,  consumers  are  already  less 
optimistic  about  the  future,  and  they  are  saving  more. 
At  the  beginning  of  1990,  savings  as  a  percentage  of 
disposable  income  stood  at  5.9%,  up  from  5.5%'  for  all  of 
1989,  4.2%  in  1988,  and  3.2%  in  1987. 

And  consumers  may  be  increasingly  hesitant  to  bor- 
row. In  January,  their  installment  debt  expanded  by  $3.5 
billion,  pushed  up  mainly  by  auto  loans.  But  revolving 
credit,  up  only  $243  million,  slowed  sharply. 

INDUSTRY  Consumers  will  have  to  keep  spending  if 
STAYS  manufacturing  is  going  to  pull  out  of  its 

STUCK  IN  tailspin.  As  overall  demand  slowed  last 
NEUTRAL  year,  factory  orders  stopped  growing. 
Shipments  slowed,  too,  and  manufacturers  are  now 
throttling  down  output  in  an  effort  to  control  their  inven- 
tories. January  was  the  fourth  consecutive  month  that 
factories  liquidated  inventories  of  finished  goods  (chart). 

The  latest  report  from  the  National  Association  of 
Purchasing  Management  shows  that  manufacturing  re- 
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mained  in  the  doldrums  in  February.  The  purchasing 
managers'  index,  which  tracks  business  activity  in  the 
industrial  sector,  rose  to  48.3%  in  February  from  a  sev- 
en-year low  of  45.2%-  in  January.  But  because  it  remained 
below  the  50%-  level,  activity  is  still  declining. 

The  rebound  probably  reflects  the  bounce  in  auto  pro- 
duction to  an  annual  rate  of  less  than  6  million  cars  in 
February,  following  massive  cutbacks  in  January  that 
dropped  output  to  a  mere  4.1  million  rate.  But  output 
remains  at  levels  characteristic  of  recessions.  Detroit 
might  look  a  little  more  active  in  the  second  quarter,  but 
the  prognosis  is  far  from  bright. 

New  incentives  lifted  January  sales  to  an  annual  rate 
of  7.5  million,  but  sales  dipped  to  6.8  million  in  February. 
Even  with  sales  at  that  low  rate,  however,  Detroit  will 
head  into  the  second  quarter  with  exceptionally  thin 
inventories.  Car  stocks  had  fallen  to  a  near-optimal  70- 
day  supply  at  the  end  of  January,  and  with  sales  running 
ahead  of  output,  inventories  have  shrunk  further.  That 
may  well  justify  a  further  pickup  in  production. 

However,  it's  hardly  comforting  that  generous  incen- 
tives have  lifted  car  sales  just  to  the  7  million  range. 
Those  deals  are  costing  carmakers  a  bundle,  and  without 
them  sales  would  likely  plummet  again. 

SAWS  AND      Along  with  manufacturing,  add  construc- 
HAMMERS     tion  to  the  sectors  that  aren't  likely  to 
WILL  BE        add  vigor  to  the  expansion  in  coming 
RUSTiNu       months.  The  construction  industry  got  off 
to  a  good  start  in  January.  Spending  jumped  1.87'  for  the 
month,  to  an  annual  rate  of  $424  billion — the  highest 
since  the  expansion  peak  hit  in  December,  1988. 

But  much  of  that  gain  reflected  January's  unusual 
warmth,  which  let  construction  crews  make  up  for  time 
lost  during  December's  flash  freeze.  In  the  private  sec- 
tor, spending  plunged  1.9%  in  December  but  rebounded 
3.5%  in  January. 
That  momentum  won't  last,  though,  because  demand 


just  isn't  strong  enough  to  support  many  new  projects. 
Exhibit  A:  Sales  of  new  single-family  homes  dropped 
7.1%  in  January,  to  an  annual  rate  of  just  589,000  (chart). 
That  was  a  month  in  which  sales  were  widely  expected 
to  rise,  if  only  because  of  unusually  warm  weather. 
Sales  of  existing  homes  declined,  too,  falling  2.2%,  to  an 
annual  rate  of  3.48  million  in  January. 

Rising  mortgage  rates  and  consumer  jitters  about  the 
expansion's  future  are  making  buyers  think  twice  before 
plunging  into  home  ownership.  As  a  result,  the  supply  of 
unsold  homes  is  inching  upward.  That  should  make 
builders  disinclined  to  start  new  projects. 

True,  housing  permits  soared 
26.7%'  in  January,  but  yet  anoth- 
er onetime  factor  was  at  work. 
A  91%  jump  in  permits  to  start 
multifamily  buildings  reflected 
efforts  to  beat  the  mid-January 
deadline  for  compliance  with 
new  laws  that  require  housing 
to  be  made  more  accessible  to 
the  disabled.  Multifamily  per- 
mits and  starts  will  look  weaker 
in  coming  months 


THE  TUMBLE  IN 
HOME  SALES 
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Nonresidential  construction  isn't  likely  to  lend  much 
support,  either.  The  5.9%  jump  in  January  spending  on 
nonresidential  buildings  followed  a  6%'  drop  in  December. 

The  latest  report  from  F.  W.  Dodge/McGraw-Hill  In- 
formation Services  says  that  fewer  new  projects  are 
coming  on  line.  New  contracts  in  all  sectors  of  construc- 
tion slipped  3%  in  January,  with  nonresidential  projects 
off  by  4%.  The  Dodge  index  of  total  contracts  has  fallen 
by  14.4%  since  its  peak  in  September,  1989. 

With  construction  unlikely  to  lend  much  of  a  hand  in 
1990,  the  economy  is  teetering  on  a  one-legged  stool — 
supported  only  by  consumer  spending.  That  leaves  the 
expansion  vulnerable  to  shocks  that  could  erode  consum- 
ers' confidence — and  knock  away  that  final  support. 


THE  WEEK  AHEAD 


RETAIL  SALES  

Tuesday,  Mar.  IS,  8:30  a.m. 
Most  econonii.sts  expect  that  retail  sales 
fell  by  about  O.o''  in  February,  after  a 
1.6%  increase  in  January.  The  decline  is 
indicated  by  a  sharji  drop  in  new-car 
sales  and  expected  smaller  declines  in 
receipts  at  departmeni  stores  and  gaso- 
line stations. 

BUSINESS  INVENTORIES  

Wednesday,  Mar.  14,  10  a.m. 
Inventories  at  factories,  wholcr^alers, 
and  retailers  probably  edged  up  by 
about  0.47c'  in  January,  after  falliiif  0.2% 
in  December.  That's  suggested  iiy  the 
already  reported  0.77c  rise  in  mai  ufac- 
turing  stockpiles.  Business  sales  in  Janu- 


ary likely  dropped  0.57^,  after  no  change 
in  December.  A  1.9%  drop  in  factory 
shipments  offset  gains  elsewhere. 

HOUSING  STARTS  

Friday,  Mar.  16,  8:30  a.m. 
Housing  starts  likely  fell  to  an  annual 
rate  of  about  1.4  million  in  February. 
The  warm  weather  in  January  had 
boosted  starts  by  a  record  29.67,  to  a 
1.62  million  annual  clip. 

PRODUCER  PRICE  INDEX  

Friday,  Mar.  16,  8:30  a.m. 
The  consensus  is  that  producer  prices  of 
finished  goods  dropped  by  about  0.17;'  in 
February.  Declining  fuel  costs  should 
offset  gains  in  other  products.  In  Janu- 
ary, skyrocketing  energy  prices — which 


soared  13.67^ — led  to  a  1.87'  rise  in  total 
producer  prices. 

INDUSTRIAL  PRODUCTION  

Friday,  Mar.  16,  9:15  a.m. 
Output  at  factories,  mines,  and  utilities 
probably  rebounded  by  about  0.77-  in 
February,  following  a  1.17  fall  in  Janu- 
ary. Auto  output  rose  after  a  steep  drop 
in  January.  And  utility  output  returned 
to  more  normal  levels  after  January's 
warm  weather  eased  energy  use. 

CAPACITY  UTILIZATION  

Friday,  Mar.  16,  9:15  a.m. 
The  expected  increase  in  industrial  pro- 
duction suggests  that  operating  rates 
rose  to  about  82.57c  in  February.  In  Jan- 
uary, only  81.97  of  capacity  was  used. 


36  BUSINESS  WEEK/MARCH  19,  1990 


Nobody  knows 
the  troiMes  we've  seen. 

The  world  we  live  in  is  full  of  banana  peels.  If  only  they  were  this 
easy  to  spot.  The  best  hope  of  avoiding  mishaps  is  experience. 

And  no  one  has  more  know-how  in  property  and  casualty 
insurance  than  the  CIGNA  companies.  You  name  it,  we've  seen  it. 

Which  means  we're 
able  to  find  ways  others 
may  miss  to  help  prevent 
unnecessary  risks. 

And  reduce  the  likeli- 
hood of  serious  losses. 

Unlike  those  who 
assess  risk  strictly  by  the 
book,  we  have  the 
insight  to  read  between 
the  lines.  As  well  as  the 
willingness  to  find 
alternative  solutions. 

The  point  is,  no  matter 
how  complex  or  unusual 
the  challenge,  we  get 
results.  In  fact,  our  loss 
control  services  are  so 
effective,  that  several  of  our  long-term  customers  have  seen  a 
reduction  in  the  frequency  and  severity  of  claims  by  more  than  50%. 

Write  the  CIGNA  Property  and  Casualty  Companies,  Dept.  RH, 
1600  Arch  Street,  Philadelphia,  PA  19103. 

Because  when  all  is  said  and  done,  the  more  you  know  trouble,  the 
less  likely  trouble  will  know  you. 


We  get  paid  for  residtsr 
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WHO'S  IN 
CHARGE  HERE? 

INSTITUTIONAL  SHAREHOLDERS  ARE  GAINING  CLOUT 


At  Occidental  Petroleum's  annual 
meeting  last  year.  Chairman  Ai-- 
mand  Hammer  got  an  unexpect- 
ed tonguelashing  from  gadfly  Douglas 
Moore.  Using  just  two  Oxy  shares  as  his 
entree  to  the  meeting,  the  Washington 
minister  berated  the  company  for  not 
having  any  blacks  on  its  board  of  dii-ec- 
tors.  Moore's  tirade  ended  messily  when 
Hammer  ordered  security-  guards  to 
oust  him. 

At  this  year's  meeting,  on  May  22, 
Hammer  may  wish  that  the  likes  of 
Moore  were  all  he  had  to  face.  This  time, 
he  must  deal  with  institutional  investors, 
led  by  the  powerful  California  Public 
Employees  Retirement  System 
(CalPERSi.  who  want  a  greater 
voice  in  ranning  the  compa- 
ny. The  investoi-s 
are  demanding 


a  stockholder  vote  on  a  resolution  asking 
Hammer  to  set  up  a  special  investors' 
ad\"isoiy  committee  that  would  consult 
regularly — and  independently — with 
Oxy's  dii'ectoi-s.  Management  is  tr>'ing 
to  block  the  vote,  which  it  says  "im- 
pugns the  character  of . . .  directors." 
POINTED  QUESTIONS.  Hammer  has  lots  of 
company,  i.  kw.^  across  America  are  brac- 
ing for  the  assaults  of  newly  assertive 
investors.  From  Avon  to  Transamerica 
to  USX,  institutions  are  challenging  man- 
agement with  more  and  more  proposals 
questioning  the  use  of  golden  para- 
chutes, poison  pills,  and  staggered-term 
boards.  A  decline  in  hostile  takeovers 
and  court  decisions  enhancing  manage- 
ment rights  are  forcing  dissidents  to  fall 
back  on  the  proxy  process.  The  surpris- 
ing result:  In  some  cases,  shareholders 
could  pull  off  victones  this  year  or  force 
reluctant  managements  to  eventually 
make  concessions  (table). 

The  institutions'  efforts  won't  end 
when  the  spring  annual  meeting  season 
winds  down.  Xo  longer  content  to  wage 
uphill  battles  against  management,  insti- 
tutions are  beginning  to  crusade  for  an 
overhaul  of  the  venerable  proxy-voting 
process  that  governs  how — or  whether — 
shareholders  decide  many  corporate  is- 
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es.  And  a  number  of  them  are  now 
king  the  Securities  &  Exchange  Com- 
ssion  to  rewrite  the  nation's  proxy 
ws  to  reflect  their  growing  role, 
i^e've  seen  a  steady  deterioration  in 
areholders'  rights,"  says  Roland  Ma- 
old,  director  of  investments  for  New 
rsey.  "The  only  recourse  we  have  left 
through  the  proxy  system." 
Indeed,  many  securities  experts  agree 
it  it's  time  for  a  change.  "The  balance 
s  tilted  too  much  in  favor  of  the  corpo- 
tion  in  proxy  fights,"  says  former  SEC 
lairman  Roderick  M.  Hills,  who,  as  a 
ard  member  of  Oak  Industries  Inc., 
m  a  1989  proxy  battle  against 
magement.  "There  is  a  need 
r  reform." 

Leading  the  charge  for  share- 
Iders  is  Dale  M.  Hanson,  the 
tspoken  chief  executive  of 
.IPERS.  In  a  letter  to  the  SEC 
;t  fall,  Hanson  proposed  48 
anges.  His  ideas  include  confi- 
ntial  voting,  giving  dissident 
/'estors  easier  access  to  stock- 
Ider  lists,  and  liberalizing  rules 
verning  the  rights  of  groups 

put  their  proposals  to  a  vote 

shareholders. 

iVNANA  REPUBLICS.'  Perhaps 
ire  important,  Hanson  is  im- 
)ring  regulators  to  tighten  the 
les  on  how  companies  count 
e  votes.  In  proxy  voting  before 
e  USAir  annual  meeting  in  1988, 
ilPERS  won  a  plurality  for  a 
solution  that  would  have  re- 
ired  a  binding  vote  on  manage- 
5nt's  poison-pill  plan.  Just  he- 
re the  meeting,  however,  USAir 
nounced  that  abstentions,  rep- 
senting  8.2%-  of  the  shares, 
)uld  be  counted  as  voting — 
iving  CalPERS  short  of  the  ma- 
'ity  it  needed.  Sarah  Teslik,  ex- 
utive  director  of  the  Washing- 
n-based  Council  of  Institutional 
vestors,  says  manipulation  of 
gue  proxy  rules  "makes  a  lot 
banana  republics  look  good." 
CalPERS'  crusade  is  the  latest 
Ivo  by  the  $56  billion  pension  giant  to 
n  more  power  for  investors.  In  Janu- 
y,  Hanson  spoke  for  countless  share- 
ilders  when  he  and  New  York  State 
)mptroller  Edward  V.  Regan  made  an 
iprecedented  demand  that  General  Mo- 
rs Corp.  detail  how  it  plans  to  choose  a 
ccessor  to  Chairman  Roger  B.  Smith 
lien  he  retires  this  summer. 
In  recent  weeks,  Hanson  has  filed  res- 
Litions  for  shareholder  advisory  com- 
ittees  (similar  to  the  one  he  hopes  to 
rce  at  Oxy)  at  Avon  Products  Inc.  and 
;w  Inc.  He  withdrew  the  TRW  proposal 
ter  the  aerospace  giant  agreed  to  ne- 


gotiate. Says  Hanson:  "There's  a  need 
for  a  level  playing  field  with  manage- 
ment that  the  current  system  doesn't 
give." 

Can  tinkering  with  the  rules  really 
change  much?  Perhaps.  The  collapse  of 
the  junk-bond  market  may  curb  the  use 
of  hostile  tender  offers,  and  the  Dela- 
ware court's  support  of  the  Time- 
Warner  Communications  merger  should 
give  corporate  boards  more  resolve  to 
resist  unsolicited  takeovers.  As  a  result, 
many  observers  think  dissidents  may 
turn  to  old-fashioned  proxy  fights.  "A 
lot  more  weight  is  going  to  be  on  the 


WHERE  PROXY  FIGHTS  ARE  HOT 


Issue                      Proposals  as  of 
Mar.  1,  1990 

Prominent  targets 

CONFIDENTIAL 
SHAREHOLDER  VOTING 

49 

Lockheed,  USAir,  K  mort 

REPEAL  OF  STAGGERED 
BOARD  TERMS 

40 

USX,  Chase  Manhattan, 
General  Host 

REPEAL  OF 
POISON  PILLS 

35 

Consolidated  Freightways, 
Avon,  Kerr-McGee,  USAir 

GOLDEN  PARACHUTES 

11 

Transamerica,  USX,  Ryder 

"OPTING  OUT"  OF  STATE 
ANTITAKEOVER  LAWS 

7 

Armstrong,  Lockheed, 
Santa  Fe  Southern  Pacific, 
Bethlehem  Steel 

REDUCTION  OR  REPEAL  OF 
"SUPERMAJORITY"  VOTING 

5 

Sonat,  United  Technologies 

DATA.  INVESTOR  RESPONSIBILITY  RESEARCH  CENTER 

proxy  system  in  the  future,"  predicts 
University  of  Rochester  economist 
Gregg  Jarrell. 

Regulators  are  also  moving  to  give 
big  investors  more  clout.  Treasury  Dept. 
officials  are  considering  reforms  that 
could  give  institutions  a  greater  voice  in 
such  issues  as  selecting  corporate  direc- 
tors. And  the  sec  is  showing  surprising 
resolve  to  let  shareholders  make  their 
opinions  known  on  matters  of  corporate 
governance.  In  January,  the  commission 
broke  with  established  policy  by  order- 
ing Transamerica  Corp.  to  permit  a 
shareholder-proposed  referendum  on  its 


golden-parachute  plan.  More  recently, 
the  SEC  upheld  shareholders'  right  to 
question  whether  Amoco  Corp.  should 
use  its  own  employees  to  count  proxies. 

Activists  are  pleased  by  the  new  atti- 
tude at  an  agency  that  had  long  given 
managers  great  discretion.  "The  SEC  is 
taking  a  broader  view  of  what  consti- 
tutes 'public  policy'  issues,"  says  Peg 
O'Hara  of  Investor  Responsibility  Re- 
search Center  Inc.  "They  appear  to  be 
more  inclined  to  let  shareholders  have 
their  say." 

NO  RESPONSIBILITY?  Management  is  sure 
to  resist  sweeping  change.  "Compared 
with  most  things  in  this  country, 
the  proxy  system  still  works 
rather  well,"  says  Richard  H. 
Troy,  deputy  general  counsel  of 
Asea  Brown  Boveri  Inc.  And 
some  critics  contend  that 
CalPERs'  advisory  committees 
are  a  way  for  pension-fund  man- 
agers to  get  more  influence  with- 
out assuming  the  responsibil- 
ities— or  liabilities — of  actually 
joining  corporate  boards.  Says 
Troy:  "We've  decided  that  the 
stockholder  shall  have  no  respon- 
sibility for  the  conset]uence  of 
his  actions.  He's  just  there  to 
make  money." 

CalPERS  also  wants  to  change 
SEC  rules  that  now  allow  each 
group  of  dissidents  to  offer  only 
one  proposal  a  year.  Under  Han- 
son's reform,  any  holder  of  3'7f  of 
the  stock  outstanding  or  shares 
worth  $1  million  could  submit 
multiple  proposals. 

Some  executives  contend  that 
such  ideas  violate  the  egalitarian 
spirit  of  the  proxy  system.  "It's 
an  attempt  to  provide  special 
treatment  for  large  shareholders 
at  the  expense  of  small  inves- 
tors," says  Philip  R.  O'Connell,  a 
senior  vice-president  at  Champi- 
on International  Corp.  Institu- 
tional managers  disagree:  "What 
is  Fidelity  but  a  conglomeration 
of  individual  investors?"  says 
Robert  Pozen,  a  senior  vice-president  at 
FMR  Corp.,  parent  of  the  Fidelity 
mutual  funds. 

Such  polarization  of  sentiment  ex- 
plains why  institutional  investors  will 
keep  pushing — and  why  management, 
reluctant  to  share  power  with  outsiders, 
will  resist.  But  the  rules  of  engagement 
are  changing  in  favor  of  investors.  And 
the  carefully  scripted  annual  meeting, 
where  managers  could  once  blithely  ig- 
nore the  wishes  of  shareholders,  is  fast 
becoming  a  thing  of  the  past. 

By  Dean  Foust  in  Washington,  with  Eric 
Schinc  in  Los  Angeles 
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RETAILING  I 


MACY'S  BUYOUT 

IDSES  A  IDT  OF  ITS  LUSTER 


But  a  cautious  strategy  should  offset  high  debt  and  falling  earnings 


In  the  wake  of  the  Chapter  11  filing 
of  Federated  and  Allied  Stores,  in- 
vestors are  waiting  nervously  for 
more  bad  news  from  the  department 
store  industry.  They  won't  have  to  wait 
long.  In  mid-March,  R.  H.  Macy  &  Co., 
the  $7  billion,  privately  held  operator  of 
Macy's  and  Bullock's  stores,  will  report 
earnings  for  the  quarter  ended  Jan.  27, 
its  key  selling  season. 

Macy's  numbers  will  be  awful.  Bond 
analysts'  estimates  for 
earnings  before  inter- 
est, depreciation,  and 
taxes  range  from  $;^80 
million  to  as  low  as  $265 
million.  Both  numbers 
are  down  considerably 
from  the  $392  million 
Macy's  reported  for  the 
comparable  quarter  a 
year  ago.  Already,  bond 
traders  have  bid  Macy's 
junk  debt  down  sharply 
in  anticipation  (chart). 

No  one  is  suggesting 
that  Macy's  will  end  up 
in  bankruptcy  court.  A 
check  of  vendors  shows 
that  confidence  in  the 
retailer  remains  high. 
"Macy's  still  makes  a 
strong  connection  with 
the  consumer.  They  are 
super  merchants,"  says 
Harry  Bernard,  execu 


the  South,  and  California  did  so  well  in 
1987  that  Macy's  almost  reported  a  net 
profit.  That's  a  sign  of  robust  health, 
since  debt  service  in  the  first  year  or  so 
after  going  private  usually  soaks  up  any 
earnings  a  company  may  generate. 

But  not  even  Finkelstein  could  avoid 
the  influence  of  Robert  Campeau.  After 
Campeau  added  Federated  I)epartment 
Stores  Inc.  to  his  Allied  Stores  division 
in  1988,  Macy's  bought  Federated's  Bull- 


MACY'S  FLAGSHIP:  "THEY  DON'T  HAVE  AS  MUCH  MARGIN  FOR  ERROR  AS  THEY  DID 


tive  vice-president  of  Colton  Bernard 
Inc.,  a  consultant  to  apparel  makers. 
Macy's  is  also  playing  it  .safe.  It's  keep- 
ing inventory  levels  tight  for  the  spring 
season,  and  it's  opening  no  new  stores 
until  1991.  The  company  says  February 
profits  were  strong. 

BLUE  CHRISTMAS.  But  many  investors 
are  still  worried  about  what  another 
poor  Christmas  season  could  do  to  the 
long-term  health  of  Macy's,  which  is  $4.8 
billion  in  debt.  "They  don't  have  as  much 
margin  for  error  this  year,"  says  An- 
drew Leinoff,  a  retail  bond  analyst  for 
the  research  firm  McCarthy,  Crisanti  & 
Maffei  Inc.  "They  can't  screw  up." 

How  did  one  of  the  country's  best-run 
retailing  chains  rack  up  such  dismal  re- 
sults? When  Chairman  Edward  S.  Fin- 
kelstein took  Macy's  private  in  1986,  he 
turned  it  into  a  model  leveraged  buyout. 
The  company's  stores  in  the  Northeast, 


ock's  and  I.  Magnin  chains  in  California. 
Finkelstein  got  valuable  new  franchises, 
but  he  also  took  on  $1  billion  in  new 
debt.  When  Federated  and  Allied  Stores 
started  their  slide  last  fall,  the  Campeau 
chains  launched  promotions  to  raise 
cash.  Macy's  matched  the  opposition. 
The  result,  as  Finkel- 
stein told  Macy's  inves- 
tors in  a  December  let- 
ter, was  "chaotic." 
(Finkelstein  was  in  East 
Asia  and  unavailable 
for  an  interview.) 

Now,  Macy's  has  to 
do  without  the  added 
cushion  of  strong  earn- 
ings that  its  Christmas 
season  usually  provides. 
Estimates  of  Macy's 
quarterly  interest  cov- 
erage, a  key  measure  of 
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how  much  cash  is  available  to  pay  inter 
est,  range  from  1.9  to  2.3  times  its  quar 
terly  cash  interest  expense  of  about  $14i 
million.  Coverage  of  cash  interest  in  th( 
Christmas  season  is  usually  more  lik( 
2.7.  The  current  coverage  is  even  lowe) 
if  you  throw  in  the  noncash  interest  ac 
cruing  on  Macy's  zero-coupon  debt. 

A  Macy's  spokesman  says  its  bankers 
have  amended  debt  covenants  dealing 
with  minimum  quarterly  interest  cover 
age  and  total  annual  cash  flow.  CasI 
flow  for  the  year  ending  in  July  could  b( 
as  low  as  $800  million,  well  below  earlj 
estimates  from  analysts.  Total  annual  in 
terest  expense  is  about  $700  million. 
'PROMOTIONAL  MELTDOWN.'  Wall  Streei 
is  not  too  concerned  about  the  amend 
ments,  which  Macy's  has  renegotiatec 
from  time  to  time.  What  worries  some 
investors  is  debt.  From  fiscal  199( 
through  fiscal  1992 
Macy's  must  pay  off  or 
refinance  $952  million  ir 
debt.  Some  worry  how 
a  combination  of  reces 
sion  and  more  retailing 
chaos  could  affect 
Macy's  ability  to  pay 
"There's  still  a  potential 
for  promotional  melt 
down,"  says  Deborah  L. 
Pederson,  who  follows 
retail  junk  bonds  for 
IDS  Financial  Services 
Inc. 

There  are  plenty  of 
optimists,  though.  Ana 
lyst  Evan  Mann  of  Dil 
Ion,  Read  &  Co.  has 
crunched  the  numbers, 
and  he  figures  Macy's 
should  meet  its  interest 
payments  and  debt  ma- 
turities, provided  there 
is  some  refinancing.  Of 


DISCOUNT  DAYS  ON 
MACY  BONDS 


75- 


MONTH-END  BIDS  FOR 
R.H.MAai4V2% 

SUBORDINATED 
DEBENTURES  OF  2001 


JUNE  30  89 
A  DOLURS  PER  $100  FACE  AMOUNT 

DATA:  DIUOH,  READ  S  CO. 


the  debt  due  through  1992,  $554  million 
should  be  refinanced  easily,  since  it'^ 
backed  by  credit-card  receivables,  which 
are  considered  prime  collateral. 

What  every  bond  investor  wants  to 
see  is  more  equity.  Savvy  money  players 
such  as  Michael  Price  of  Mutual  Shares, 
Laurence  Tisch,  and 
General  Electric  Capital 
already  have  Macy's 
stakes.  An  additional 
$500  million  of  equity 
would  free  up  cash. 
Then,  Finkelstein  could 
act  more  aggressively 
to  grab  market  share 
from  beleaguered  ri- 
vals. And  Macy's  could 
become  a  model  LBO 
once  more. 

By  Christopher  Power 
««AR-S         New  York 


FUTURES  TRADING! 


THE  MERC:  STORMY  SEAS  AHEAD, 
AHD  THE  CAPTAIH  IS  DISEMBARKIHG 


Leo  Melamed  is  retiring  without  a  strong  successor 


In  a  quiet  corner  of  the  Chicago  Mer- 
cantile Exchange,  a  handful  of  stal- 
warts still  gathers  each  Friday  to 
trade  futures  on  butter.  A  few  old-tim- 
ers bet  how  many  minutes  trading  will 
last.  Two  paces  away,  hundreds  of  fresh- 
faced  brokers  jam  the  Eurodollar  fu- 
tures pit,  flailing  arms  as  if  on  fire,  bid- 
ding on  tiny  ticks  in  European  interest 
rates.  They  flail  away  all  day  long. 

The  bridge  between  old  and  new  at 
the  Merc  is  one  man:  Leo  Melamed, 
chairman  of  the  Merc's  executive  com- 
mittee. After  seizing  power  23  years 
ago,  he  transformed  the  former  Chicago 
Butter  &  Egg  Exchange  into  a  global 
institution.  But  the  57-year-old  Melamed 
announced  on  Mar.  5  that  he  plans  to 
retire  at  yearend.  Without  him,  the  Merc 
will  be  leaderless  as  it  faces  a  host  of 
uncertainties  (table):  new  foreign  compe- 
tition, renewed  regulatory  vigor,  and  a 
reputation  badly  tarnished  by  last  year's 
federal  sting  of  floor  traders.  Melamed's 
retirement  even  may  jeopardize  his  most 
ambitious  goal:  the  Globex  computerized 
trading  system,  a  grand  design  to  link 
the  world's  financial  marts. 
LITMUS  TEST.  Faced  with  such  prospects, 
associates  in  the  futures  industry  verge 
on  the  funereal  in  discussing  life  without 
Leo.  "There  will  be  a  period  of  griev- 
ing," intones  John  F.  Sandner,  who  with 
Melamed's  annointment  served  two 
three-year  terms  as  Merc  chairman.  Oth- 
ers rue  the  loss  of  Melamed's  fiery  rhet- 
oric and  polished  lobbying  on  Capitol 
Hill.  Says  Robert  K.  Wilmouth,  presi- 
dent of  the  National  Futures  Assn.,  the 
self-regulatory  body  on  which  Melamed 
served  as  chairman:  "To  find  somebody 
with  his  political  instincts,  it's  difficult.  I 
don't  think  we  have  anybody." 

The  oft-postponed  Globex  system, 
which  will  require  deft  political  handling 
both  in  the  U.  S.  and  abroad,  may  be  the 
litmus  test  by  which  to  judge  the  Merc 
minus  Melamed.  Japanese  regulators  see 
Globex  as  a  Trojan  horse  threatening 
their  reach  for  a  bigger  share  of  interna- 
tional trading.  Moreover,  the  Merc's  Glo- 
bex partner,  Reuters  Holdings  PLC, 
hasn't  ironed  out  all  the  technical  bugs. 

Perhaps  most  worrisome,  though,  Glo- 
bex' potential  customers — brokerage 
firms — have  demanded  that  the  Merc 
get  together  with  the  Chicago  Board  of 
Trade,  which  has  been  developing  its 
own  global  trading  system,  Aurora.  The 
firms  want  a  Globex-like  system,  it's 


just  that  they  don't  need  two  of  them. 
Brokers  reckon  that  the  new  market- 
place's liquidity  will  run  deeper  if  trad- 
ing isn't  divvied  up.  Trouble  is,  the  CME- 
CBOT  joint-venture  talks  are  proving 
nettlesome.  "The  Globex-Aurora  link  is 
going  to  face  very  difficult  sledding," 
predicts  Leslie  Rosenthal,  a  former  CBOT 
chairman.  "Without  Leo,  you  don't  have 
a  guy  strong  enough  to  stick  with  a 
decision  or  form  a  compromise." 

So  it  is  with  many  issues  facing  the 
Merc:  Without  Leo,  there's  nobody  with 


the  will  or  the  popular  backing  to  take 
charge.  Scandal  is  the  No.  1  barrier  for 
several  potential  successors.  Former 
Chairman  Sandner,  who  says  he  doesn't 
want  the  job  anyway,  hired  an  ex-em- 
ployee of  the  fraud-ruined  First  Com- 
modity Corp.  of  Boston  to  map  retail 
sales  strategy  at  his  firm.  Later,  six  for- 
mer FCCB  brokers  working  for  Sandner 
were  charged  by  the  Commodities  Fu- 
tures Trading  Commission  with  abusive 
sales  tactics.  Brian  Monieson,  another 
former  chairman,  now  awaits  a  ruling 
by  the  CFTC  on  charges  that  he  looked 
away  while  close  friends  he  employed 
allegedly  ripped  off  customers.  Monie- 
son says  he  has  scaled  back  his  Merc 
involvement  because  of  the  CFTC  pro- 
ceeding. Two  with  unsullied  reputations, 
current  Chairman  John  T.  Geldermann 
and  Merc  President  William  J.  Brodsky, 
both  lack  Melamed's  dynamism.  Notes 
Jerold  Salzman,  a  lawyer  for  the  Merc: 


THE  MERCS  CHALLENGES 

COMPUTERIZED  TRADING  Japanese 
regulators  are  wary  of  the  Merc's  new 
Globex  computerized  trading  system 

REGULATORY  TURF  The  SEC  wants  to 
seize  oversight  of  stock-index  futures 
trading  from  the  CFTC 

TRADING  SCANDAL  Reforms  are  need- 
ed to  ensure  ethical  conduct.  Traders 
who  cheat  customers  must  be  punished 

NEW  PRODUCTS  Eurodollar  trading  is 
up,  but  S&P  futures  volume  is  half  pre- 
crash  levels.  New  products  are  needed 

LEADERSHIP  VACUUM  There  s  no  new 
guard,  and  the  old  guard  without  Me- 
lamed is  leaderless 


"Bill  Brodsky  will  fill  a  substantial  part 
of  the  void,  but  Leo's  not  replaceable  by 
any  one  individual." 

In  his  last  nine  months,  Melamed 
hopes  to  sell  the  Japanese  on  Globex  and 
to  fight  the  Securities  &  Exchange  Com- 
mission's effort  to  gain  regulatory  con- 
trol of  stock-index  futures.  He  says 
there's  no  "good  time"  to  retire.  But  he 
adds  that  he  won't  be  dissuaded  as  he 
was  in  the  past  by  events  such  as  the 
1987  stock  market  crash  and  last  year's 
scandal,  when  on-floor  trading  by  under- 
cover Federal  Bureau  of  Investigation 
agents  led  to  indictments  of  45  Chicago 
traders.  "I'm  leaving  on  my  terms  at  a 
moment  in  time  when  truly  this  institu- 
tion is  at  its  top  or  near  its  top,"  Me- 
lamed says.  The  trouble  with  markets 
that  reach  their  top,  though,  is  that  usu- 
ally there's  just  one  way  to  go. 

By  David  Greising  in  Chicago 
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MAIL  ORDER  I 


LANDS'  END  lOOKS 

A  BIT  FRAYED  AT  THE  EDGES 


Stale  styles  and  huge  catalog  costs  ai"e  taldiig  a  toll  on  earnings 


Lands'  End  made 
a  profitable  name 
for  itself  by  mail- 
ing the  well-tailored  to 
the  well-heeled.  Its 
spiffy  catalogs  are  the 
rage  with  the  preppy 
set — those  who  feel 
naked  without  a  rug- 
by shirt,  khaki  pants, 
and  penny  loafers. 
Clearly,  there  are  a  lot 
of  preppies  out  there: 
Since  going  public  in 
1986,  the  cataloger's 
revenues  have  more 
than  doubled,  to  .$54U 
million. 

Yet  all  is  not  well 
these  days  at  the  pas- 
toral home  of  Lands' 
End  Inc.  in  Dodge- 
ville.  Wis.  In  mid- 
March,  Lands'  End  is 
expected  to  post  its 
biggest  earnings  slide 
ever,  roughly  13'/,  to  $28  million,  despite 
an  18'''  upswing  in  sales  (chart).  The 
culprits:  a  stale  merchandise  mix  and 
skyrocketing  catalog  costs.  Investors 
are  none  too  pleased.  Since  trading  as 
high  as  35  last  April,  Lands'  End  stock 
now  changes  hands  at  about  19. 

That's  quite  a  fall  for 
a  company  that  seemed 
to  have  a  winning  for- 
mula. Founded  by  for- 
mer Chicago  ad  man 
Gary  C.  Comer  in  1963, 
Lands'  End  has  won  a 
cult  following  with  its 
classic  threads  and  dedi- 
cation to  customer  ser- 
vice. About  230  compa- 
ny volunteers,  including 
Comer  and  CEo  Ricliard 
C.  Anderson,  respond 
personally  to  the  5(),()()()  letters  or  so  that 
tuml)le  in  each  year  from  shopi)ers. 
'CREDIBILITY  PROBLEM.'  Yet  Comer,  who 
is  sitting  on  a  $160  million  paper  loss  on 
his  52'/^  stake  in  Lands'  End,  hasn't  been 
so  responsive  to  investors.  Analysts 
have  blasted  the  company  for  withhold- 
ing routine  operating  data  and  giving  no 
warning  of  its  troubles  in  the  second 
quarter,  when  earnings  plummeted  50'/'. 
"These  guys  have  a  serious- credibility 


CUSTOMER  SERVICE:  EVEN  CEO  ANDERSON  ANSWERS  MAIL 


LANDS'  END: 
IN  THE  DOLDRUMS 


▲  MILLIONS  OF  DOLLARS 


DATA  COMPANY  REPORTS,  ROBINSON 
HUMPHREY  CO.  ESTIMATES 


problem,"  says  Dan  R.  Wewer,  an  ana- 
lyst with  Robinson  Humphrey  Inc. 

Lands'  End  isn't  suffering  alone,  of 
course.  Discounts  of  25'/f  or  more  are 
sweeping  through  department  and  spe- 
cialty stores,  cutting  into  the  pricing 
edge  enjoyed  by  mail-order  houses.  Take 
rival  L.  L.  Bean  Inc.:  It 
mustered  only  a  3'' 
sales  gain  in  1989  and 
postponed  plans  for  a 
new  distribution  center. 
"We  are  in  the  middle  of 
a  wild  retailing  environ- 
ment," says  Anderson. 

But  Lands'  End  has 
problems  all  its  own. 
Figuring  on  a  repeat  of 
its  l.)lockbuster  1988  re- 
sults, it  started  last  year 
with  a  huge  inventory. 
When  sales  didn't  pan  out.  Lands'  End 
blanketed  the  countryside  with  catalogs 
to  win  new  customers.  The  tactic 
worked,  but  the  blitz  added  about  $2 
million  to  its  expected  catalog  expense 
of  about  $90  million. 

The  sales  push  did  nothing  to  solve  a 
deeper  problem:  tired  merchandise. 
When  the  company's  growth  soared  ef- 
fortlessly, new  lines  didn't  matter  much. 
But  with  the  number  of  new  catalogs 


growing  by  16.5"  a  year,  too  many 
books  are  chasing  too  few  customers.  To 
cope,  Lands'  End  is  rolling  out  a  new 
children's  catalog  this  summer,  and  by 
early  1991  it  will  unveil  a  new  book  of 
bed  and  bath  basics.  The  new  catalogs 
won't  come  cheap.  Next  year,  the  U.  S. 
Postal  Service  is  expected  to  ratchet  up 
rates  on  third-class  mail  an  average  of 
179f,  adding  some  $6  million  to  Lands' 
End's  cost  structure. 
NO  PIZZAZZ.  The  stickiest  problem  the 
company  faces  is  jazzing  up  its  private- 
label  classic  apparel  lines.  Comer  and 
Anderson  know  they  must  do  more  than 
just  put  hot-colored  stripes  on  a  rugby 
shirt.  But  if  they  get  too  trendy.  Lands' 
End  risks  alienating  some  of  its  tradi- 
tion-minded shoppers.  "That's  a  genuine 
concern,"  admits  Anderson. 

It's  also  a  pressing  one.  Lands'  End  is 
losing  customers  to  Eddie  Bauer  Inc.,  a 
chain  of  outdoor  and  sports  apparel  out- 
lets whose  catalog  business  has  been 
dramatically  upgraded  by  its  new  owner, 
Chicago's  Spiegel  Inc.  Lands'  End  will 
need  more  pizzazz  to  hold  its  own. 

In  its  favor,  Lands'  End  has  instant 
name  recognition — and  a  10  million-cus- 
tomer mailing  list.  That's  enough  to 
keep  at  least  some  investors  loyal.  "It's 
a  very  tough  business,  but  these  guys 
have  an  incredible  track  record,"  says 
Albert  0.  Nicholas,  chairman  of  Nicho- 
las Co.,  a  Milwaukee  money  manager. 
He  has  been  snapping  up  shares  of  late 
and  now  holds  a  3.2'/'  stake. 

That  vote  of  confidence  can't  hurt. 
But  the  preppies  from  Dodgeville  had 
better  roll  up  their  sleeves.  They're  in 
for  a  street  fight. 

By  Brian  Bremner  in  Chicago,  with 
Keith  H.  Hammonds  in  Boston 


COMPUTERS  I 


BLOODY,  BOWED, 
BACK  TOGETHER 


Businessland  and  Compaq  find 
they  need  each  other  after  all 


To  the  computer  industry,  the  news 
was  every  bit  as  juicy  as  a  reconcil- 
iation between  Donald  and  Ivana: 
On  Mar.  7,  Businessland  Inc.  and  Com- 
paq Computer  Corp.  announced  that 
they  had  kissed  and  made  up. 

The  deal  ended  a  13-month  separation 
brought  on  by  the  108-outlet  chain's  de- 
mand that  Compaci  match  the  44'/f  prod- 
uct discounts  Businessland  had  whee- 
dled out  of  IBM — four  points  better  than 
other  dealers  got  from  either  company. 
For  Compaq,  the  request  was  the  last 
straw.  Businessland  executives  had  been 
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ablicly  trumpeting  IBM's  PS/2s  and  us- 
ig  the  extra  IBM  margin  to  entice  sales- 
jople  into  pushing  IBM's  machines  over 
ompaq's.  "It  was  not  only  the  right 
ling  to  do,  it  was  the  only  thing  to  do," 
lichael  S.  Swavely,  president  of  Com- 
iq  North  America,  says  of  the  breakup. 
Businessland  was  clearly  hurt  most  by 
le  spat.  The  dealer  thought  it  would 
lake  up  most  of  its  $150  million  in  annu- 
Compaq  sales — about  157^  of  reve- 
aes — with  products  from  Next,  NCR, 
id  networking  specialist  Netframe.  In- 
:ead,  in  January,  it  reported  a  $1.2  mil- 
)n  loss  for  its  quarter  ending  in  Decem- 
iv  and  laid  off  about  5%  of  its  3,900- 
3rson  work  force.  The  reconciliation 
as  "really  driven  by  the  customers," 
lys  David  A.  Norman,  Businessland's 
lairman.  "They  were  unhappy." 
rREET  CHEERS.  Still,  Compaq  didn't 
nerge  unscathed.  In  January,  it  report- 
i  the  first  earnings  drop  in  its  seven- 
3ar  history:  Fourth-quarter  profits 
ere  $79  million,  14%  below  year-ago  re- 
ilts.  The  decline  was  mostly  the  result 
■  cooling  PC  sales,  but  analysts  say 
ompaq  also  lacked  effective  distribu- 
on  for  its  powerful  Systempro  machine, 
ompaq  had  originally  planned  on  using 
usinessland's  expertise  to  sell 
5tworked  computers  to  big  corporate 
istomers — the  Systempro's  target  mar- 
5t.  "Businessland  is  perhaps  the  only 
jaler  with  the  level  of  nationwide  cov- 
•age"  that  the  Systempro  requires, 
lys  Swavely. 

Under  the  terms  of  the  reconciliation, 
usinessland  agreed  to  accept  its  stan- 
ird  discount  and  to  retrain  its  salespeo- 
e  to  sell  the  Compaq  line.  Compaq  also 
isisted — successfully — that  Business- 
nd  replace  board  member  Enzo  N.  Tor- 
!si,  a  former  Businessland  executive 
ho  pushed  the  company  to  emphasize 
le  sale  of  IBM's  products.  Compaq  was 
specially  unhappy  with  Torresi's  board 
lembership  because  he's  now  chief  ex- 
^utive  at  competitor  Netframe. 
Since  Compaq  products  won't  hit  Busi- 
3ssland's  stoi-es  until  April,  neither  will 
3nefit  immediately  from  the  pact.  But 
le  news  clearly  cheered  Wall  Street: 
ompaq  shares  rose  3%,  to  92 '74,  on  the 
2WS,  while  Businessland's  gained  2, 
»  10%. 

The  losers  in  the  deal  are  clear 
lough.  Both  NCR  and  Netframe  sales 
ill  be  hurt  by  Compaq's  renewed  pres- 
ice  on  Businessland's  shelves.  And 
ompaq's  other  dealers  must  again  face 
tough  competitor.  IBM,  too,  has  paid  a 
;iff  price  for  its  role  in  the  affair:  Con- 
altant  Seymour  Merrin  estimates  Big 
lue  now  spends  $120  million  annually 
latching  Businessland's  discount  for 
ate  dealers  who  demanded  equal  treat- 
lent.  Now,  if  only  Ivana  and  the  Donald 
in  get  back  together. 

By  Deidre  A.  Depke  in  New  York 


Commentary/by  Michael  Oneal  and  Gail  DeGeorge 

PROMISES,  PROMISES: 
HOW  EASTERN'S  CREDITORS  GOT  CREAMED 


Philip  J.  Bakes,  chief  executive  of 
bankrupt  Eastern  Air  Lines  Inc., 
was  indignant.  "We  were  pillo- 
ried," he  said,  referring  to  the  long- 
awaited  report  filed  Mar.  1  by  bank- 
ruptcy court  examiner  David  I. 
Shapiro.  At  a  hastily  arranged  press 
conference  on  Mar.  6,  Bakes  and  East- 
ern's outside  directors  railed  against 
the  impression  of  impropriety  the  re- 
port conveyed. 

It's  hard  to  understand  how  anyone 
affiliated  with  Eastern's  parent,  Texas 
Air  Corp.,  could  be  so  upset.  Sure,  Sha- 
piro's report  was  inflammatory.  The  in- 
vestigation into  the  prebankruptcy  as- 
set swaps  between  Eastern,  Texas  Air, 
and  Continental  Airlines  Inc.  provides 
evidence  that  Eastern  was  stripped  of 
$285  million  to  $403  mil- 
lion in  assets.  Eastern 
flatly  contests  the  find- 
ings. And  even  Shapiro 
bent  over  backward  to 
stress  that  the  report 
presents  evidence,  not 
fact.  But  the  point  is 
moot.  Pending  the  ap- 
proval of  Judge  Burton 
R.  Lifland,  Texas  Air  has 
agreed  to  settle. 

The  plain  fact  is  that 
Eastern  and  Texas  Air 
are  getting  off  easy. 
Coupled  with  a  reorgani- 
zation plan  agreed  to  in 
principle  by  Eastern  and 
its  unsecured  creditors, 
the  Shapiro  settlement  limits  the  dam- 
age. If  Eastern  emerges  from  bank- 
ruptcy under  these  agreements,  indig- 
nation seems  more  appropriate  coming 
from  those  who  lent  Eastern  money 
than  from  Bakes  or  Texas  Air  Chair- 
man Frank  A.  Lorenzo. 
INSULATION.  Consider  this:  When  Lor- 
enzo toppled  Eastern  into  bankruptcy 
court  last  March  after  its  unions  went 
on  strike,  the  carrier  defaulted  on  $1 
billion  in  unsecured  debt.  His  explicit 
promise:  Eastern  would  repay  its  unse- 
cured creditors  in  full. 

So  much  for  promises.  If  the  current 
agreements  fly,  creditors  will  be  paid 
only  about  SOcf  for  every  dollar  Eastern 
owes — meaning  they'll  have  lost  al- 
most $500  million.  And  the  cash  part  of 
their  repayment,  only  $300  million,  will 
come  from  the  sale  of  Eastern  assets. 
As  for  Texas  Air,  when  all  is  said  and 
done,  it  will  have  parted  with  only  $133 


LORENZO:  HE'LL  PAY 
JUST  50<  ON  THE  DOLLAR 


million  in  cash  to  keep  Eastern  afloat. 

If  enacted,  here's  how  the  plans  will 
work.  In  a  $490  million  restructuring 
package,  the  creditors  will  receive  $300 
million  in  cash  from  Eastern  and  $190 
million  in  secured  notes.  The  cash  will 
come  not  from  Texas  Air  but  from  a 
source  the  creditors  were  counting  on 
anyway:  the  $349  million  from  East- 
ern's pending  sale  of  its  Latin  Ameri- 
can routes  to  American  Airlines  Inc., 
which  received  antitrust  clearance  Mar. 
7.  As  for  the  notes,  Continental  is  issu- 
ing $95  million  and  guaranteeing  an- 
other $95  million.  But  the  latter  lOUs 
also  are  secured  by  Eastern  gates  in 
Atlanta,  further  insulating  Texas  Air. 

Those  guarantees  come  at  a  price. 
As  part  of  the  Shapiro  settlement,  all 
debts  between  Texas  Air 
and  its  subsidiaries  will 
be  wiped  out.  But  now. 
Eastern  is  the  net  credi- 
tor: It  will  lose  more 
than  $80  million  that  Tex- 
as Air  and  Continental 
had  owed  it,  "in  consider- 
ation of . . .  the  issuance 
of  Continental's  notes  to 
the  unsecured  creditors 
and  of  Continental's 
guarantee  of  Eastern's 
note." 

Texas  Air  will  give 
Eastern  $107  million  in 
cash,  while  making  a 
payment  of  $26  million  to 
Eastern's  pension  fund. 
Further,  Continental  will  grant  40  op- 
tions it  holds  to  order  new  Boeing  737- 
300s,  and  Eastern  will  receive  25%  of 
the  System  One  computer-reservation 
system.  But  those  concessions  are 
hardly  beyond  the  call  of  duty.  After 
all,  it's  a  parent  company's  obligation 
to  keep  its  subsidiary  healthy. 

Eastern  director  Arthur  R.  Taylor 
told  the  press  that  a  parent  corpora- 
tion and  its  subsidiary  "try  to  work 
together  for  their  common  benefit." 
That's  certainly  true — but  it's  a  little 
late  to  do  Eastern's  unsecured  credi- 
tors much  good.  When  a  subsidiary's 
bankruptcy  leaves  creditors  in  the 
lurch,  the  parent  company  has  a  moral, 
if  not  legal,  responsibility  to  make 
good  on  its  obligations.  Texas  Air 
plainly  went  back  on  its  word.  Lenders 
might  do  themselves  a  favor  by  keep- 
ing the  door  barred  the  next  time  Tex- 
as Air  comes  calling. 
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BIOTECHNOLOGY  I 


A  BIOTECH  PIONEER 
RETRACES  ITS  STEPS 


Why  Applied  Biosysrems  could  soon  be  out  of  the  woods 

oi6~-.  10  S2.2  million,  as  sales  grew  an 
anemic  5^^.  to  S40.S  million.  The  compa- 


Aboui  three  years  ago.  some  inves- 
:ors  touring  a  California  biotech- 
nolog}"  starrup  noticed  the  logo 
o:  Applied  Biosystems  Inc.  on  so  many 
machines  in  the  science  labs  th^t  they 
jokingly  threatened  to  shift  their  invest- 
ments from  the  drugm.aker  to  the  equip- 
ment maker.  Sadly  for  .\BI.  no  one's 
m.aking  cracks  like  that  these  days. 

Tne  Foster  Citj-  ( Calif,  i  nraker  of  dxa 
sequencers  and  other  big-ticket  gene  ma- 
chines has  been  racked  by  roujrhcr  ;  y  - 
petition,  miserable  earn- 
ings ( charts).  and 
internal  dissension.  Its 
stock  is  selling  at  about 
a  third  of  last  year's 
level,  the  board  just 
forced  its  chief  execu- 
tive to  resign,  and  the 
company  may  even  be 
ripe  for  a  merger. 

All  that  comes  as  the 
nine-yearnald  company 
must  make  some  tough 
decisions.  After  years 
of  explosive  sales 
growth.  WaU  Street  has 
lost  c-orifidence  in  the 
§15S  million  com.pany's 
abihu"  to  propel  itself 
higher.  Yet  the  Street 
mav  "t*e  m.issine  son'.e- 


ny  blamed  problems  on  a  slow  bioinstru- 
mentation  market  and  a  shift  to  low-end 
products.  The  upshot:  Margins  on  its 
m.achines.  which  cost  S12.0LXt  to  S'220.000. 
were  squeezed. 

To  m,ake  maners  worse,  its  attempt  to 
hire  seasoned  managers  failed  when  the 
ngid  corporate  styie  of  former  Chief  Ex- 
ecutive Ir%in  D.  Smith,  a  2S-year  veteran 
:"  A:        Laboratories,  clashed  v.  :::. 


GOOD  SPOT,  scieniists 
still  cheer  on  the  compa- 
ny's tec"hnolog\".  which 
has  been  the  driving 
force  'oebind  many  recent  iavir.CcS 
biotech  and  crucial  to  miapping  the  hu- 
m.an  genome,  the  bluepnnt  for  life.  Un- 
locking secrets  of  the  code  could  pro- 
duce cure;  for  cancers.  .\!DS.  and 
Akhein-.er  ;^  ■■.^31  has  had  the  standards 
that  others  try  to  emulate."  says 

Charles  Cantor,  head  of  the  Hu-   

man  Genome  Center  at  the  UrJ- 
versity  of  Calif orr.:;;'?  Lav^Tence 
Berkeley  Laborator.'. 

'^"hile  the  company  should  bene 
fit  from  the  -S3  billion  e\"i;-ected  to 
pour  into  a  massive.  15-year  feder- 
ally supported  genome  project  jus: 
getting  under  way.  the  years  of 
superfast  grouth  are  gone.  After 
tvro  quarters  of  disappointing  re- 
sults, earnings  for  the  sec-ond 
:;uarter  ended  Dec.  29  plumm.eted 


A  DMA  SEQUENCER:  ABI  WIU  GAIN  FROM  A  NEW  $3  BILLION  GENOME  PfiOJECT 


ers.  After  key  people  thj^atened  to  quit, 
the  board  extracted  Smith's  Feb.  27  res- 
ignation and  put  engineer-founder  Andre 
F.  Marion  back  at  the  controls. 

Nonetheless,  despite  growing  competi- 
tion from  MiLlipore.  Swedish  srian:  Phi-r- 


APPLIED  BIOSYSTEMS: 
AS  PROFITS  FELL.. 


..ITS  STOCK 
NOSEDIVED 


:r.ac:i.  Du  Por.:  and  others.  .vBI  has  sold 
more  than  S  of  even,-  10  machines  al- 
ready installed  in  two  key  markets.  That 
means  it's  in  a  good  spot  to  sell  newer, 
automated  machines  to  its  current  cus- 
tomers. By  yearend.  Marion  says,  the 
cor/: '-  l'  u:  Fast  Data  Find- 
er  ^       .     ulate  the  mas- 

si'.c  :^:y.i:u::;  data  disseminated  by 
dxa  sequencers,  which  chemically 
"read"  genetic  c-ode.  It's  -loping 
new  gear  to  automate  ±c  .suni- 
ing  preparation  of  DXa  samp.es  before 
sequencing.  Th-at,  Mario::  hopes,  will 
fuel  future  sales.  ""T  i-ound  will 

happen  progressively.  .  -  -_.;.s.  "About 
a  year  from.  now.  we  should  really  start 
seeing  the  Impact  of  new  products." 
■CinriNG  EDGE.'  Xodng  the  recent  pat- 
tern Set  by  Genentech  Inc.  and  other 
biotechjiology  outfits,  analysts  believe 
A~:  :■.  naroral  for  a  merger  that  would 
relieve  it  of  short-term 
■7  .  r.ings  pressure,  en- 
:  ...Oc  marketing  clout 
•verseas.  and  broaden 
:j5  product  line.  "The 
jompany  wiU  soon  seek 
::.  merger  partner  to  get 
.iway  from,  the  onus  of 
:uarter-to-quarter  re- 
;;orting."  predicts  Peter 
Drake,  biotechnology 
analyst  at  ^"ector  Secu- 
rities International  Inc. 
The  company  denies  it's 
shopping  for  a  sugar 
daddy  and  insists  it  will 
stay  independent. 

Whether  it  stands 
alone  or  not.  abi's  abili- 
r\"  to  make  the  human- 
_'enome  project  econom- 
ically possible  by 
bringing  down  the  cost 
of  the  labor-intensive 
work  %ia  automation  is 
likely  to  remain  impor- 
:a:::.  a5:  r.as  the  cutting  edge  amiong 
the  currently  available  machines."  says 
EUson  Chen,  who  heads  the  DXA  se- 
quencing effort  at  Genentech.  Even  com- 
petitors acknowledge  the  c-ompany  is  es- 
sential to  the  effort;  ".As  the  genome 
project  crar-ks  up.  it's  im.portant  that 

  they  be  a  player  in  this  gamie.'' 

says  Mark  Pearson,  of  Du  Pont 
Co.'s  Ri-D  operation. 

Most  analysts  have  sc-aled  sales 
projections  back  from  S200  million 
to  Si 60  million  for  the  year  ending 
June  30.  Elamings.  they  say.  wiD 
be  about  half  of  last  year's  §192 
million.  Now  the  question  is 
whether  Marion  and  his  team  b.ave 
the  managemient  ski!!  to  ge:  the 
company's  profits  growing  a^: . 
•■'  •■  By  Bcr:<^-z  Bue"  :'«  Fosw  C::if 
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>RINGERVILLE  2:  WILL  THERE  BE  ANYONE  TO  BUY  ITS  OUTPUT  ONCE  IT'S  COMPLETED? 


ALMOST  ALL  THE  LINES  ARE  DOWN 
a  TUCSON  ELECTRIC 


he  utility  is  struggling  to  refinance- 

Einar  Greve  is  gone — but  hardly  for- 
gotten. Greve,  61,  the  super-secre- 
tive chairman  of  Tucson  Electric 
3wer  Co.,  quit  under  pressure  last  July 
'ter  he  abruptly  sold  all  of  his  stock  in 
le  electric  utility.  Although  Greve, 
irough  his  attorney,  has  denied  wrong- 
)ing,  the  Securities  &  Exchange  Com- 
ission  has  launched  a  formal  investiga- 
on  into  possible  insider-trading 
olations. 

The  company  he  left  behind  has  prob- 
ms  just  as  serious.  Wracked  by  slug- 
sh  electricity  demand  and  a  simmering 
ght  with  state  regulators,  tep's  man- 
^ement  has  made  little  headway  in  re- 
ructuring  a  utility  that  many  analysts 
ly  is  the  weakest  in  the  nation. 
lOM  BAD  TO  WORSE.  The  numbers  are 
lunting.  For  its  most  recent  nine 
onths,  TEP  lost  $64.7  million  on  reve- 
ies  of  $468.7  million.  That  includes  a 
L4  million  loss  on  bad  investments  and 
rite-downs  for  bum  real  estate  deals 
id  even  soured  car  loans.  TEP  is  sad- 
ed  with  more  than  $1.5  billion  in  debt 
:  a  time  when  cash  flow  from  its  core 
asiness,  generating  electric  power,  has 
ried  up.  "We're  looking  at  three  to  five 
sars  before  this  utility  is  running  again 
le  way  it  should,"  says  Thomas  C. 
^eir,  the  longtime  Tucson  banker  hired 
)  straighten  out  the  mess  Greve  left 
ehind. 

The  problem  is,  things  are  going  from 


-but  its  banks  could  pull  the  plug 

bad  to  worse.  In  early  February,  an  in- 
vestor group  including  IBM  Credit  Corp. 
and  Emerson  Finance  Co.  dropped  plans 
to  buy  and  lease  back  the  $722  million 
Springerville  2  power  plant  outside  Tuc- 
son. That  deal  would  have  netted  the 
utility  roughly  $300  million  after  paying 
off  the  construction  debt.  Almost  imme- 
diately, both  Duff  &  Phelps  Inc.  and 
Moody's  Investor  Service  Inc.  downgrad- 
ed the  utility's  bonds  to  well  below  in- 
vestment grade. 

Weir,  meanwhile,  is  scrambling  to  put 
together  a  $350  million  debt-refinancing 
package  that  would  raise  $90  million  in 
fresh  cash  and  repay  lines  of  credit  from 
24  banks,  including  Swiss  Bank,  Manu- 
facturers Hanover,  and  Bankers  Trust. 
Nearly  half  of  the  $260  million  in  out- 
standing lines  of  credit  comes  due  by  the 
end  of  July,  and  already  some  of  the 
banks  are  restive.  Four  banks  refused  in 
December  to  extend  their  lines,  forcing 
TEP  to  repay  $40  million.  The  rest  of  the 
lines,  TEP  says,  could  be  cut  off  at  a 


Only  a  year  ago,  TEP  was 
churning  out  earnings  and  its 

bonds  were  among  the 
highest-rated  in  the  industry 


moment's  notice  should  the  company's 
condition  take  a  turn  for  the  worse.  To 
mollify  the  banks.  Weir  has  set  an  Apr. 
30  deadline  for  refinancing  the  debt. 

Weir  says  he's  making  headway  with 
the  refinancing  package  but  admits  he's 
going  to  have  to  pay  lofty  rates  and 
submit  to  strict  covenants  to  attract 
backers.  Wall  Street  is  less  sanguine: 
Stock  in  TEP,  which  announced  on  Jan. 
23  that  it  would  no  longer  pay  a  divi- 
dend, has  fallen  to  about  14  from  its  52- 
week  high  of  48.  "This  is  the  sickest 
utility  in  the  country  right  now,"  says 
Edward  J.  Tirello,  who  follows  the  com- 
pany for  Shearson  Lehman  Hutton  Inc. 
"Default  is  no  longer  unthinkable." 
POWER  GLUT.  How  did  TEP  fall  so  far 
so  fast?  Only  a  year  ago,  it  was  churn- 
ing out  earnings,  and  its  bonds  were 
among  the  highest-rated  in  the  industry. 
Problems  first  surfaced  last  May  with 
the  expiration  of  a  five-year  contract  to 
provide  $101  million  in  surplus  power 
annually  to  San  Diego  Gas  &  Electric 
Co.  That  left  TEP  with  excess  capacity 
and  slower-than-anticipated  growth  in 
electricity  demand.  TEP  signed  two  small- 
er supply  contracts  to  make  up  for  some 
of  the  lost  revenues.  But  this  summer, 
it  will  begin  paying  the  costs  of  building 
the  360-megawatt  Springerville  2  plant — 
with  virtually  no  customers  for  the 
plant's  output. 

One  way  out  would  be  to  request  a 
rate  increase.  But  TEP  and  its  regulator, 
the  Arizona  Corporation  Commission, 
have  battled  since  1985.  That's  when  TEP 
spun  off  one  of  its  power  units  to  share- 
holders, a  move  that  put  it  under  more 
lenient  federal  regulation.  In  October, 
the  commission  gave  TEP  a  $43.2  million 
rate  boost,  about  half  what  the  utility 
had  sought.  TEP  filed  three  suits  against 
the  state  to  increase  its  rates,  and  Weir 
says  it's  likely  that  TEP  will  soon  submit 
a  new  request  for  higher  charges. 

Unlike  Greve,  who  often  snubbed  reg- 
ulators, Weir  has  made  the  rounds  in  an 
effort  to  smooth  ruffled  feathers.  He 
had  better.  A  cool  market  forced  TEP  to 
drop  a  $180  million  preferred-stock  offer- 
ing early  this  year.  Now,  he's  contem- 
plating a  $118  million  offering  of  first- 
mortgage  bonds  and  the  gradual  sale  of 
real  estate  and  hotel  assets  in  an  effort 
to  raise  $300  million  more. 

Weir  denies  the  utility  is  up  for  sale 
but  says  he  would  listen  to  the  right 
offer.  "If  it  made  sense,  we'd  have  no 
other  alternative,"  he  says.  "I'm  a  share- 
holder, and  I  know  I'm  not  too  pleased 
with  how  my  stock  looks  right  now."  As 
for  Einar  Greve,  who  has  dropped  from 
sight,  the  utility  is  helping  the  SEC  in  its 
investigation  of  the  former  chairman. 
Most  of  the  rest  of  the  time,  TEP  is 
struggling  to  escape  the  financial  mess 
he  left  behind. 

By  Ronald  Grover  in  Los  Angeles 
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WAS  BRIERLEY'S  MOVE  ON  CUMMINS 
DUMB  OR  DANGEROUS? 


Its  ill-fated  investment  buy  may  have  been  a  botched  greenniail  attempt 


ruce  Hancox  thought  investing  in 
Cummins  Engine  Co.  would  be  a 
cinch.  The  newly  installed  chair- 
man of  New  Zealand's  Brierley  Invest- 
ments Ltd.  figured  Cummins  shares 
were  undervalued  because  Wall  Street 
had  tired  of  wait- 
ing for  the  payoff 
on  the  $800  million 
inves'tment  Cum- 
mins had  pumped 
into  its  basic  busi- 
ness during  the 
1980s.  So,  lured  by 
Cummins'  strong 
first  half  and  the 
smell  of  a  turn- 
around, his  Indus- 
trial Equity  (Pacif- 
ic) Ltd.  unit  raised 
its  Cummins  stake 
to  14.97"  last  sum- 
mer and  waited 
for  the  stock  to 
take  off. 
Talk  about  l>ad 


IRMAN  HANCOX:  'WHAT 
THEY  SO  FEARFUL  OF?' 


timing.  On  Sept.  21,  only  a  week  after 
lEP  bought  its  last  $23  million  worth  of 
Cummins  shares,  the  engine  maker  an- 
nounced that  it  foresaw  a  big  third-quar- 
ter loss  and  uncertain  prospects.  Cum- 
mins stock  has  since  plummeted  by  a 
third.  "We  thought  we  were  buying  into 
a  great  opportunity  when  others  were 
bailing  out,"  moans  Hancox.  Now,  he's 
embroiled  in  a  bitter  legal  battle  with 
Cummins  at  the  same  time  as  he  is 
pressing  for  a  board  seat. 
BULLIES.  But  is  Hancox  the  victim  of 
horrendous  bad  timing,  or  is  he  a  finan- 
cial manipulator  whose  attempt  to  shake 
down  one  of  America's  most  respected 
manufacturers  blew  up  in  his  face? 
Cummins  Chairman  Henry  B.  Schacht 
thinks  he  knows:  "They  [lEP]  greenmail, 
they  tip  com{)anies,  they  break  them 
u{3 — none  of  them  in  the  interest  of 
shareholders,  except  theirs,"  he  snipes. 
Hancox  denies  Schacht's  charges. 

The  normally  genteel  Cummins  chief 
is  waging  his  battle  with  more  than 
words.  In  a  federal  court  suit  seeking  to 
force  lEP  to  shed  its  14.9%  stake  in  the 
truck-engine  maker,  Cummins,  based  in 
Columbus,  Ind.,  alleges  that  lEP  repeat- 
edly lied  to  the  Securities  &  Exchange 
Commission  about  its  intentions.  And  af- 
ter an  intense  campaign  by  Cummins 


lobbyists  and  the  Indiana  congressional 
delegation,  the  SEC  notified  lEP  on  Feb. 
13  that  it  was  the  subject  of  an  informal 
inquiry  into  how  it  reported  its  purchase 
of  Cummins  shares. 

But  Schacht's  most  explosive  charges 
are  that  lEP  threatened  a  proxy  battle  in 
September,  and  then  Hancox  threatened 
to  be  "disruptive"  in  January,  or  put 
Cummins  into  takeover  play,  unless  he 
received  a  board  seat.  "He  [Hancox] 
said,  'We  have  never  been  engaged  in 
disruption  before  where  we  haven't  ben- 
efited— we  always  get  ours,'  "  recalls 
Schacht  of  a  January  meeting  with  Han- 
cox. "I've  got  it  etched  in  my  mind.  I 
didn't  have  any  doubt  that  any  chance 


BRIERLEY'S  FOOTPRINTS 

The  Bnerley-cuntrolk'd  Industrial  Equity 
(Pacific)'s  trading  in  several  U.S.  compa- 
nies has  sparked  Cummins  Engine 's 
racketeering  cha  rges  in  a  federal  suit: 


OSUBAY  NORTON  CO. 


ACTION  From  January,  1987.  to  Octo- 
ber, 1987,  IE?  amassed  a  24%  stake  in 
tills  Great  Lakes  shipping  company.  Be- 
cause maritime  laws  and  covenants  on 
some  Oglebay  debt  restrict  foreign 
ownership  of  U.S.  Great  Lakes  shippers 
to  25%,  Oglebay  risked  a  third  of  its 
business  if  lEP  raised  its  stake 
RESULT  Oglebay  in  March,  1988,  bought 
back  lEP's  holding  at  a  $2-a-share  pre- 
mium over  the  market  price 


ACTION  From  August,  1986,  to  Novem- 
ber, 1987,  lEP  accumulated  18%  of  this 
construction-products  concern  for  "in- 
vestment purposes."  In  January,  1988, 
lEP  asked  for  two  board  seats 
RESULT  On  Mar.  7,  1988,  Ameron 
agreed  to  repurchase  lEP's  shares  at 
$5.68  over  the  market  price 

W1 


AQION  From  October,  1985.  to  Sep- 
tember. 1986,  lEP  bought  9%  of  this  ink 
and  chemical  maker.  In  October,  1986, 
lEP  said  it  might  seek  a  board  seat 
RESULT  In  August,  1987,  Handschy  re- 
purchased lEP's  shares  at  a  $6.50-a- 
share  premium  over  the  market  price 

DATA:  BW 


we  had  to  get  them  to  reconsider  was 
gone.  Bullies  were  going  to  be  bullies." 

Hancox  sees  things  differently.  He 
says  he  pressed  for  a  board  seat  only 
after  the  surprise  announcement  of  the 
third-quai'ter  loss  sent  his  investment 
into  a  free-fall.  "We're  the  largest  share 
holder,  and  the  only  forum  we  have  to 
work  through  is  the  boardroom,"  ex- 
plains Hancox.  As  for  the  allegation  that 
he  threatened  Schacht  with  "disruption,' 
Hancox  says;  "It's  nonsense.  For  me  to 
put  $90  million  into  the  company  and 
then  try  to  disrupt  it  defies  all  commer- 
cial common  sense." 

Cummins  is  trying  to  destroy  Han 
cox's  credibility  by  trumpeting  potential- 
ly embarrassing  details  of  some  past  lEP 
investments.  What's  more,  Cummins  has 
slapped  lEP  with  a  civil  racketeering 
claim,  charging  it  followed  a  pattern  o 
buying  stakes  in  U.  S.  companies  to  dis 
rupt  or  extract  greenmail  (table). 

Schacht  so  far  has  scored  by  high 
lighting  charges  that  IE?  traded  on  in 
side  information  in  1987  while  it  was  a 
major  investor  in,  and  had  a  representa 
five  on  the  board  of,  California  cement 
maker  CalMat  Co.  The  charge  stems 
from  lEP's  1987  purchases  of  1.1  million 
shares  of  CalMat  while  Ronald  Langley 
lEP's  then-president  for  North  American 
Operations,  attended  board  meetings 
where  a  secret  recapitalization  plan  was 
discussed.  CalMat  sued  iep  in  Cahfornia 
state  court  in  October,  1987,  for  trading 
on  confidential  information.  The  suit  was 
later  settled. 

Hancox  brushes  aside  the  CalMat  suit 
as  "a  bit  of  a  tactic  that  forced  us  both 
to  get  to  a  table  to  talk.  If  there  had 
been  any  impropriety  in  it,  CalMat 
wouldn't  have  dropped  it."  Likewise, 
Hancox  says  lEP's  alleged  squeeze  play 
on  Oglebay  Norton  Co.  (table)  was 
caused  by  a  misunderstanding  of  U.  S. 
maritime  law.  Oglebay  Norton  officials 
refuse  to  disclose  who  suggested  the  re- 
purchase of  lEP's  stake. 
SWEETHEART  DEAL.  Ironically,  Schacht 
himself  may  be  partly  to  blame  for  his 
troubles,  thanks  to  his  role  in  the  1989 
buyout  of  a  Cummins  stake  held  by  a 
unit  of  Britain's  Hanson  PLC.  Cummins' 
founding  Miller  family  in  July  paid  Han- 
son a  $5  million  premium  for  its  9.8%  of 
Cummins  stock,  and  then  immediately 
swapped  all  the  family's  shares  for  a 
new  issue  of  high-yielding  Cummins  con- 
vertible preferred.  Since  IEP  aggressive- 
ly increased  its  stake  after  that  deal, 
Schacht's  rapid-fire  purchase  of  the 
Millers'  holdings  may  have  signaled  that 
Cummins  pays  greenmail. 

"If  they  thought  they  were  going  to 
get  bought  out,  too,  I  don't  know,"  says 
Schacht,  who  still  defends  the  Miller 
deal  as  a  swap  of  equivalent  securities — 
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worldwide,  to  make  every 
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business. 


IRLINES 


and  therefore  not  greenmail.  "But  we're 
not  going  to  sit  here  as  some  smaller 
companies  have  before  and  let  them  dis- 
advantage our  shareholders.  What  we've 
said  is:  'That's  enough.'  " 

Undeterred,  lEP  is  suing  Cummins  for 
wasting  corporate  assets  by  giving  the 
Millers  sweetheart  terms  on  the  pre- 
ferred stock  deal  without  offering  other 
holders  a  similar  swap.  The  Millers  ex- 
changed common  yielding  about  3?i  for 
preferred  yielding  lO'/i  while  avoiding 
downside  moves  in  the  common.  And 
Hancox  alleges  that  Schacht  has  worked 
to  entrench  Cummins'  current  manage- 
ment by  placing  11.5'7f  of  Cummins 
shares  in  a  leveraged  employee  stock- 
ownership  plan  last  year,  strengthening 
the  company's  poison  pill,  as  well  as  op- 


posing a  board  seat  for  lEP.  "What  are 
they  so  fearful  of  that  they  don't  want 
me  to  get  my  foot  in  the  door?"  fumes 
Hancox. 

Ironically,  barring  some  decisive  act 
by  the  courts  or  Washington,  Schacht 
and  Hancox  appear  to  be  stuck  with 
each  other.  Schacht's  loud  denounce- 
ments of  greenmail  and  the  debt  the 
Miller  family  took  on  to  swing  the  Han- 
son deal  make  a  buyout  by  a  Cummins 
insider  unlikely  anytime  soon.  Similarly, 
Hancox  is  so  far  underwater  on  his 
Cummins  investment  that  he's  unlikely 
to  swallow  the  loss  now.  So  whether  he 
likes  it  not,  Hancox  may  get  a  first-hand 
lesson  in  Cummins'  vaunted  long-term 
investing  strategy. 

By  James  E.  Ellis  In  Columbus,  hid. 


FINANCIERS  I 


MAYBE  CAROLINE  HUNT  SHOULD  BUY 
SOME  NICE  T-BILLS 


Rosewood,  her  $1  billion  investment  arm,  may  be  pursuing  a  bad  bet 


Caroline  Hunt,  the  youngest  daugh- 
ter of  legendary  oilman  H.  L. 
Hunt,  doesn't  bother  with  her  $1 
billion  trust  estate  or  its  investment  ve- 
hicle. Rosewood  Corp.  She  sticks  to  man- 
aging her  tony  Dallas  clothing  store,  let- 
ting a  few  hired  hands  tend  her  fortune. 
While  they  struggle  to  resurrect  Rose- 
wood's $800  million  bid  for  ailing  insurer 
First  Executive  Corp.,  Hunt  is  readying 
her  fall  fashion  lineup. 

Hunt  might  want  to  check  in  on  her 
money  managers.  Last  year,  they  spent 
$103  million  to  buy  107^  of 
First  Executive's  common 
stock.  At  First  Exec's  cur- 
rent price  of  about  3,  Rose- 
wood's stake  is  worth  just 
$25  million.  Moreover,  the 
company's  Jan.  26  buyout 
proposal  seems  to  have  been 
more  a  hasty  expedient  than 
a  carefully  crafted  strategy. 
BUSINESS  WEEK  has  learned 
that  Rosewood  executives 
sent  a  letter  to  First  Exec 
Chairman  Fred  Carr  last  De- 
cember, suggesting  that  his 
company  borrow  $650  million 
to  pay  a  onetime  special  divi- 
dend of  $5.50  a  share  or  buy 
back  'iQ7'  of  its  stock.  Says  a 
source  close  to  Carr:  "They 
just  wanted  to  cash  out." 

Rosewood  executives  ad- 
mit that  after  Carr  rejected 
their  December  proposal, 
they  looked  for  another  way 


to  support  the  stock.  The  takeover  bid, 
concocted  after  First  Executive's  stock 
crashed  in  early  January,  offered  no  fi- 
nancing plans.  Rosewood  didn't  even 
hire  financial  advisers  until  after  it  made 
the  bid,  and  it  hasn't  put  forth  a  new 
proposal  since  First  Executive  rejected 
the  initial  offer  on  Feb.  12.  Says  Rose- 
wood President  Don  W.  Crisp:  "We're 
studying  our  options." 

Rosewood  would  have  its  hands  full 
with  First  Executive.  Mounting  losses  in 
the   company's   $8.8  billion  junk-bond 
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portfolio  and  a  run  on  annuities  by  poli- 
cyholders have  drained  cash.  And  inves- 
tors worry  the  company  will  be  drawn 
into  Drexel  Burnham  Lambert  Inc.'s  le- 
gal problems.  Crisp  seems  unconcerned. 
"There's  a  lot  of  value  there,  even  in  the 
junk  bonds,"  he  says.  But  Rosewood  ex- 
ecutives acknowledge  that  a  new  offer 
may  hinge  on  finding  a  well-heeled  part- 
ner with  knowledge  of  the  industry. 
NEW  WEALTH.  Rosewood  didn't  start  out 
as  a  takeover  vehicle.  Caroline's  son, 
Stephen  Sands,  assumed  operating  con- 
trol of  Rosewood  in  1976.  Lack  of  funds 
stymied  its  early  growth.  Although  Car- 
oline possessed  a  $1  billion  fortune,  her 
assets  were  controlled  by  her  more  fam- 
ous brothers — Herbert,  Lamar,  and  Bun- 
ker. When  the  brothers'  gambit  to  cor- 
ner the  world  silver  market  collapsed  in 
1981,  Caroline's  trust  advisers  trans- 
ferred her  assets  to  Rosewood  in  1983. 

But  Crisp  couldn't  capitalize  on  Rose- 
wood's new  wealth.  The  oil  bust  de- 
pressed the  value  of  Rosewood's  oil 
properties  and  Texas  real  estate,  stalling 
the  company's  revenues  at  roughly  $250 
million  annually,  according  to  sources 
close  to  the  company.  Facing  several 
more  years  of  slow  growth,  Crisp  decid- 
ed to  restructure.  Last  summer,  he  sold 
two  hotels  for  a  combined  $210  million. 
In  February,  fed  up  with  oil's  boom-and- 
bust  cycle,  he  placed  Rosewood's  oil 
properties  on  the  block.  Industry  ana- 
lysts say  that  the  properties  could  com- 
mand $350  million. 

Crisp  is  counting  on  Mark  W.  Hobbs 
to  put  all  that  money  to  work.  Hobbs, 
33,  a  former  stock  market  arbitrageur,  is 
looking  for  undervalued  insurance,  fi- 
nancial services,  and  information-pro- 
cessing companies. 

Objects  of  Rosewood's  at- 
tentions can't  be  sure  wheth- 
er or  not  they're  connected 
with  a  patient  capitalist. 
Rosewood  has  held  a  6% 
stake  in  Cronus  Industries 
Inc.,  a  Dallas-based  seller  of 
data  services,  for  a  year 
without  making  a  threaten- 
ing move.  But  Hobbs  himself 
notes  that  his  preferred  ap- 
proach is  to  buy  up  to  4.9% 
of  a  company,  encourage 
management  to  recapitalize, 
then  cash  out. 

In  the  case  of  First  Execu- 
tive, Rosewood  may  wind  up 
being  patient  despite  itself. 
But  Crisp  and  Hobbs  can't 
wait  too  long.  If  they  don't 
come  up  with  a  plan  soon 
that  will  salvage  their  invest- 
ment, there  may  be  little  left 
to  salvage. 

Bti  Kevin  Kelly  in  Dallas 


Eyou  think 

all  800/WATS  services 
are  created  equal, 


fonview/fon-vyu  n.  l.US  Sprint's  smart  way  to  save 
on  800AVATS  service.  2.  An  analytic  software  package 
that  saves  time  and  money  3.  The  most  comprehensive 
caU  management  program  designed  for  a  PC. 
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Introducing  FONVIEW^" 
from  US  Sprint®  It  eliminates  all 
those  hours  sifting  through  pages 
of  SOO/WAIS  caU  detaH  reports. 
It  saves  you  money  by  pinpointing 
the  smartest  ways  to  utilize  these 
services. 

It's  the  most  comprehensive 
call  management  program 
designed  for  a  PC.  Virtually  any  PC 
that's  IBM®compatible. 

You  can  store  the  equivalent 
of  a  1,000  page  phone  bill  on  a 
single  floppy  And  do  a  week's 
worth  of  billing  analysis  in  a  single 
afternoon. 

So  fill  out  the  coupon  and 
fax  it  to  us  for  a  free  floppy  demon- 
stration_diskorcalll-800-877-2000. 

FONVIEW  It's  one  new 
program  you  won't  want  to  miss. 
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KERKORIAN  MAY 
FINALLY  SELL  MGM 


►  Does  Kirk  Kerkorian  have  a 
live  one  this  time?  The  reclu- 
sive Los  Angeles  financier  at- 
tempted two  unsuccessful 
deals  in  the  past  two  years  to 
sell  his  827'  stake  in  MGM/UA 
Communications.  Now,  he  has 
reached  agreement  to  sell  the 
studio  for  nearly  $1.;:!  billion 
to  Italian  entertainment  mo- 
gul Giancarlo  Parretti. 

Parretti  is  no  stranger  to 
failed  deals  himself:  His 
Pathe  Communications,  which 
bought  the  hobbled  Cannon 
Group  studio  in  1988,  failed  in 
efforts  to  buy  DeLaurentiis 
Entertainment  Group  and 
New  World  Entertainment. 
MGM/UA  has  lost  $211.5  million 
over  the  past  three  years,  but 
it  has  a  strong  film  library 
that  includes  the  Pink  Pcni- 
ther  and  Rocky  movies.  To 
guard  against  another  failed 
deal,  Kerkorian  has  insisted 
that  Parretti  put  $200  million 
in  escrow. 


ADOBE  FINDS 

A  BIG  BLUE  FRIEND 


►  Adobe  Systems  got  a  boost 
on  Mar.  G  when  IBM  said  it 
would  use  Adobe's  .software 
on  most  of  its  pes,  minicom- 
puters, and  mainframes.  IBM's 
adoption  of  Adobe's  font  pro- 
grams— which  determine  how 
computer  screens  and  printers 
reproduce  type — comes  six 
months  after  Apple  Comput- 
er, Adobe's  biggest  customer, 
teamed  with  Microsoft  to  pro- 
duce rival  software.  IBM  didn't 
totally  snub  Microsoft:  It  said 
PC  buyers  can  choose  between 
the  Adobe  program  and  oth- 
ers, including  the  Microsoft/ 
Apple  version  that  is  still  un- 
der develoi)ment. 


BUBBLING  ^ACK: 
COKE  II  ANij  l»ERRIER 

►  Coca-Cola  and  Perrier  are 
betting  that  consumers  wi 
find  room  in  their  shopping 
carts  for  two  soft  drinks  on 


the  comeback  trail.  Five  years 
after  the  ill-fated  introduction 
of  New  Coke,  Coca-Cola  plans 
to  test-market  the  brew  under 
a  new  moniker:  Coke  II.  This 
is  the  latest  effort  to  attract 
younger  soda  drinkers,  who 
often  prefer  Pepsi. 

Perrier,  meanwhile,  on  Mar. 
6  launched  a  $25  million  ad 
campaign  to  convince  high- 
brow water  guzzlers  that  Per- 
rier will  bubble  back  from  the 
benzene  scare.  The  cam- 
paign's tagline:  "Perrier. 
Worth  waiting  for."  On  the 
East  Coast,  the  wait  should 
last  until  April,  while  folks  in 
other  areas  of  the  country 
could  go  without  the  French 
water  until  summer.  In  the  in- 
terim, warn  analysts,  water 
drinkers  could  work  up  a 
thirst  for  the  competition. 


A  THRIFT  SALE  THAT 
HAS  TEXAS  TALKING 


►  The  thrift  bailout  is  getting 
a  new  dose  of  controversy. 
Federal  regulators  are  said  to 
be  about  to  announce  the  sale 
of  Texas'  last  major  failed 
thrift,  $2.3  billion  San  Antonio 
Savings,  to  First  Gibraltar 
Bank.  The  move  has  raised 
eyebrows  because  Gibraltar, 
created  during  the  1988  thrift 
bailout,  is  partly  owned  by 
Uncle  Sam.  So  far,  fearing 
conflict  of  interest,  regulators 
haven't  sold  thrifts  to  institu- 
tions receiving  federal  aid. 

Moreover,  Revlon  Chairman 
Ronald  Perelman  got  almost 


NOW,  A  CIGARETTE  FOR  ALL  YOU  HEALTH  NUTS 


Considering  the  uproar  over  RJR 
Nabisco's  attempts  to  introduce 
cigarettes  aimed  at  blacks  and 
blue-collar  women,  it  might 
seem  like  a  bad  time  to  trumpet 
a  new  smoke.  But  Santa  Fe  Nat- 
ural Tobacco  is  bucking  conven- 
tional wisdom,  as  evidenced  by 
the  ads  for  its  new  brand  of  cig- 
arettes— American  Spirit. 

The  ad  extols  the  supposed 
virtues  of  the  new  smoke,  whose 
package  features  the  profile  of  an  Indian  brave  holding  a  pipe 
to  his  lips.  American  Spirit,  says  the  ad,  is  "a  cigarette  for  the 
'90s.  1007  free  of  chemical  additives."  Most  tobacco  is  treated 
with  chemicals  that  enhance  flavor  and  promote  burning.  No 
one  at  Santa  Fe  Natural  would  comment  on  the  record,  but  Dr. 
Ronald  Davis,  director  of  the  federal  Office  on  Smoking  & 
Health,  was  happy  to  address  the  relative  benefits  of  additive- 
free  cigarettes.  Smoking  them,  he  says,  "would  be  like  jump- 
ing from  the  20th  floor  of  a  building  instead  of  the  22nd." 


$900  million  in  tax  benefits 
when  he  bought  First  Gibral- 
tar. Congressional  critics  have 
charged  the  deal  was  a  give- 
away. Selling  another  thrift  to 
Perelman's  institution  may 
well  spark  a  second  outcry. 


THE  HUNT  FOR 
RED  MOVIEGOERS 


►  Moviegoers  in  Moscow  and 
Leningrad  may  be  munching 
popcorn  and  watching  Bat- 
man in  two  new  multiscreen 
theaters  next  year,  thanks  to 
a  joint  venture  by  Time 
Warner  and  Sovexportfilm,  a 
Soviet  agency  that  imports, 
exports,  and  produces  films. 


Time  Warner  will  own  60% 
of  the  $28  million  venture. 
The  U.  S.  company  will  rein- 
vest any  profits  in  other  Sovi- 
et endeavors — theaters  and 
possibly  cable  television.  The 
venture  will  mark  a  number 
of  firsts  for  Russia:  the  first 
privately  owned  cinemas,  the 
first  stereo  sound  system,  and 
the  first  in-theater  popcorn. 
Films  will  be  Soviet  and 
American,  chosen  jointly. 


THOSE  AL-FAYEDS: 
NOT  QUITE  CRICKET 


►  According  to  a  Mar.  7  Brit- 
ish government  report,  Mo- 
hammed Al-Fayed  and  his  two 
brothers  floated  a  world-class 
whopper.  In  1985,  the  broth- 
ers paid  $1  billion  for  the  par- 
ent of  London's  Harrods'  de- 
partment store,  beating  out 
mining  tycoon  Roland  (Tiny) 
Rowland.  The  Al-Fayeds 
claimed  they  were  from  a 
wealthy  Egyptian  family. 

The  report  says  the  ances- 
try claims  were  "completely 
bogus"  and  concludes  that  the 
Al-Fayeds'  money  probably 
came  from  the  Sultan  of  Bru- 
nei. It  also  says  that  while  the 
brothers  lied  to  various  gov- 
ernment officials,  the  govern- 
ment lacks  enough  evidence 
to  prosecute.  The  Al-Fayeds 
had  no  immediate  response. 
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Reflections  of  perfection. 


Tanquerajf  A  singular  experienceT 
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The  ISM  AS/tOO  midrange: 
coinjnjter.  It  brings  your 
PCs  together  to  bring  your  ■ 
whole  company  together.  < 


P(^s  are  o  rcat  for  kecj)ing  in- 
formation, but  it  tlK'vVe  kee|)ing  it 
from  eacli  other,  that's  not  so  great. 

Instead,  your  PCs  sliould  work 
as  partners,  sharing  infonnation 


so  that  anyone  who  needs  it  can 
easily  get  at  it.  So  your  people  can 
he  j)artners,  too. 

\  good  way  to  make  that  hap- 
pen is  with  an  IBM  Application 
System/40(r  Thv  AS/100  is  a  mid- 
range  comj)uter  that  not  only  ti(\s 
your  PCs  together,  it  lets  you  store 
information  in  a  central  place, 
which  means  youVe  not  just 


connected,  you're  well-connect 
A nd  w el  1- orga ni zed. 

In  fact,  the  AS/400  is  desi 
cd  for  hdntlling  lots  of  users,  ar 
where  from  a  few  to  hundreds 

What's  more,  the  AS/400 
runs  over  5,000  applications  tf 
solve  specitic  business  problen: 
Retailers,  manufacturers, 
distributors,  service  companie 
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s,  and  they  were  loaded  with 
n.  But  just  because  youVe 
►esn't  mean  you're  organized!' 


governments,  just  about  anyone 
can  find  powerful,  proven  AS/400 
software  created  to  meet  tlieir 
special  needs. 

And  the  AS/400  is  an  easy 
system:  to  learn,  to  use  and  to  pay 
for.  You  can  lease  an  AS/400  for 
as  little  as  $700  a  month  through 
the  IBM  Credit  Corporation. 

All  of  which  helps  explain 


why  in  a  major  survey  of  midrange 
svstem  owners,  the  AS/400  users 
were  the  most  satisfied! 

lb  learn  more,  call  us  at 
1-800-365-4  IBM. 

The  IBM  AS/400.  As  you  get 
big,  it  can  help  you  be  as  organized, 
and  as  respon-  — .  — » 

you  were  small,   '  — 


The  AS/400  Model  BIO  is  just  2  feet  tall. 


rhey're  wearing  a  new  uniform 
in  Moscow  this  winter. 

UPS  is  delighted  to  announce  delivery  setvice  to 
the  places  everyone  is  talking  about. 

Now  you  have  a  fast,  efficient  way  to  send  inter- 
national letters  and  packages  to  Moscow,  East  Berlin, 
Warsaw, Cracow,  and  Budapest .  More  destinations  in 
Eastern  Europe  will  be  added  soon. 

Best  of  all,  UPS  will  be  controlling  your  delivery 
every  step  of  the  way.  Thanks  to  exclusive  new  joint 
ventures  and  service  partnerships,  UPS  is  managing 

-"OmMOl  Irnl.d  l'jr,rlStrM,t..t  Amernj,  In, 


the  entire  delivery  process  inside  of  Eastern  Europe, 
with  UPS  vehicles  on  the  job  and  personnel  trained 
to  UPS  standards. 

So  if  you've  got  a  parcel  or  document  headed  East 
(or  to  over  180  other  countries  and  territories, 
for  that  matter),  you  know  who  to  look  for. 

VC^  re  the  ones  wearing  those  snappy 
brown  uniforms. 


[ups 

We  run  the  tightest  ship  in  the  shipping  business. 
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DICK  GEPHARDT,  POINT  MAN— 
BUT  WHICH  WAY  IS  HE  POINTED? 


ro  many  impatient  young  Democrats  on  Capitol  Hill, 
House  Majority  Leader  Richard  A.  Gephardt  (D-Mo.)  rep- 
resents the  future  of  his  troubled  party.  At  48,  he's 
mart,  ambitious,  and  sports  the  blow-dried  hairdo  that's  the 
rademark  of  a  television-age  pol.  Gephardt  made  party  elders 
ike  notice  with  an  audacious,  if  short-lived,  1988  Presidential 
un.  He  was  rewarded  with  a  leadership  job,  and  Speaker 
'homas  S.  Foley  (D-Wash.)  is  now  letting  Gephardt  act  as  the 
arty's  election-year  point  man  in  the  attack  on  George  Bush. 
But  watching  Dick  Gephardt  in  action  these  days  is  a  bit  like 
itting  through  a  rerun  of  The  Man  ivith  Two  Brains.  The  left 
)be  of  Gephardt's  brain  tells  him  to  attack 
'resident  Bush  for  being  timid  and  clinging  to 
ossified"  economic  policies  that  favor  the  rich, 
'he  right  lobe  tells  him  to  act  like  a  responsible 
[ill  leader,  offering  pro-growth  alternatives 
nat  position  the  Democrats  as  the  party  of  the 
uture.  This  leads  Gephardt  to  issue  policy  pro- 
ouncements  completely  at  odds  with  each  oth- 
r,  a  condition  that  reflects  the  schizoid  state  of 
sday's  Democratic  Party. 
riMPiNG  OUT?  Gephardt  is  best  known  as  a 
arsh  critic  of  Japanese  trade  practices.  But  in 
Mar.  6  address,  he  called  for  a  new  interna- 
ional  alliance,  including  Japan,  that  would  fun- 
el  massive  resources  to  the  Soviet  Union  and 
s,  former  satellites.  He  also  proposed  a  major 
id  plan  for  the  fledgling  democracies  of  Eastern  Europe, 
unded  by  cuts  in  defense  spending.  "We  risk  freedom  dying 
n  the  vine  if  our  President  doesn't  take  the  lead,"  Gephardt 
hundered,  casting  Bush  as  a  leader  "without  a  guiding  light 
ave  for  public  opinion  polls." 
Sounds  almost  statesmanlike.  But  on  the  eve  of  Bush's  Mar. 
-3  meeting  with  Japanese  Prime  Minister  Toshiki  Kaifu,  Gep- 
ardt  renewed  his  demand  that  Japan  eliminate  its  trade  sur- 
lus  with  the  U.  S.  in  five  years.  After  the  meeting,  he  lashed 
5ush  for  wimping  out  at  the  summit. 
Seeking  Japanese  help  in  funding  U.  S.  foreign  policy  objec- 


tives while  pummeling  Tokyo  over  market  access  is  typical  of 
Gephardt's  angst.  Another  example:  The  inability  to  come  up 
with  a  tax  policy  that  reconciles  his  desire  to  align  Democrats 
with  "working  Americans"  while  luring  more  affluent  voters. 

Gephardt  is  leading  a  task  force  of  Democrats  seeking  an 
alternative  to  New  York  Senator  Daniel  P.  Moynihan's  call  for 
a  $60  billion  Social  Security  tax  cut.  One  part  of  Gephardt 
senses  that  such  a  cut  would  hit  populist  paydirt  by  focusing 
benefits  on  working  people,  rather  than  the  upper-income  tax- 
payers favored  by  the  Administration's  capital-gains  tax  cut. 
But  he  has  been  stymied  by  other  Democrats'  fears  that 
embracing  Moynihan's  proposal  would  wreak 
havoc  on  the  budget  deficit  and  shatter  the 
party's  tenuous  claim  to  fiscal  responsibility. 
"He's  stalling,"  concedes  a  top  Democratic  aide. 

While  the  Gephardt  task  force  agonizes,  Dem- 
ocrats who  started  the  year  insisting  that  they 
wouldn't  renew  their  ritual  call  for  higher  taxes 
are  beginning  to  revert  to  their  old  ways.  Foley 
and  Senate  Majority  Leader  George  J.  Mitchell 
(D-Me.)  are  talking  of  eliminating  the  "bubble," 
an  anomaly  in  the  tax  law  that  permits  the 
wealthiest  taxpayers  to  pay  a  lower  marginal 
rate  than  others.  House  Ways  &  Means  Com- 
mittee Chairman  Dan  Rostenkowski  (D-Ill.)  will 
soon  offer  his  own  plan  to  wipe  out  the  deficit 
in  five  years  by  freezing  most  spending,  includ- 
ing Social  Security  benefits.  He'd  also  raise  income  taxes  for 
the  rich  and  boost  gasoline  and  other  excise  taxes.  But  any  call 
for  higher  taxes  will  play  right  into  GOP  hands. 

In  fairness,  as  long  as  the  Democrats  remain  split  on  eco- 
nomic policy,  neither  Gephardt  nor  any  other  leading  Demo- 
crat can  sound  a  coherent  opposition  message.  Party  leaders 
may  admire  the  Majority  Leader's  tactics  and  zest  for  lashing 
out  at  President  Bush.  But  until  his  colleagues  reconcile  their 
wildly  diverging  interests,  Dick  Gephardt's  broadsides  will  be 
noted  more  for  their  rhetoric  than  their  rigor. 
By  Douglas  Harbrecht  and  Paula  Dwyer,  with  Howard  Gleckman 


CAPITAL  WRAPUP I 


CAMPAIGN  FINANCE 


Chances  of  an  election-year  law  re- 
forming campaign  financing  are 
fading  fast.  Capitol  Hill  leaders  are 
still  hoping  for  a  compromise  on  legis- 
lation. But  Democratic  and  Republican 
Party  officials,  worried  about  this  fall 
and  the  1992  Presidential  campaign,  op- 
pose any  deal  that  might  jeopardize 
fund-raising.  Momentum  had  been 
building  behind  a  deal  in  which  Demo- 
crats would  accept  restrictions  on  polit- 
ical action  committee  donations  and 
limits  on  "soft  money"  contributions  to 
state  parties.  In  exchange,  the  GOP 
would  agree  to  overall  spending  ceil- 
ings. Meanwhile,  in  the  House,  Speaker 


Thomas  S.  Foley  (D-Wash.)  takes  a 
tougher  partisan  line.  He  talks  of  push- 
ing spending  limits  through  Congress, 
then  making  a  campaign  issue  of  the 
expected  veto  by  President  Bush. 

TECHNOLOGY  

The  Federal  Communications  Com- 
mission hopes  to  lead  the  U.  S.  into 
a  new  world  of  high-definition  televi- 
sion and  other  high-tech  wonders.  But 
it  has  some  catching  up  of  its  own  to 
do.  The  FCC's  1,800  staffers  are  delight- 
ed that  their  last  rotary-dial  phones  are 
being  replaced  with  push-button  mod- 
els, giving  them  access  to  voice-mail 
systems.  But  they  complain  that  the 
FCC  is  still  very  short  on  FAX  machines. 


EUROPE 


While  promoting  aid  to  Eastern 
Europe,  the  Administration  is 
trying  to  put  the  brakes  on  a  European 
Community  credit  scheme.  The  EC  fa- 
vors a  European  Development  Bank  to 
channel  lending  to  Eastern  economies. 
Washington  worries  that  the  bank 
would  be  too  willing  to  prop  up  ineffi- 
cient state-run  companies  rather  than 
promote  market  reforms.  And,  because 
the  Soviet  Union  would  be  eligible  to 
borrow,  one  Administration  official 
worries  that  Moscow  "could  swallow 
the  bank's  whole  resources."  The  U.  S. 
would  be  a  charter  member  of  the  EDB, 
with  a  10%  voting  share. 


>.SH1NGT0N  OUTLOOK 


BUSINESS  WEEK/MARCH  19,  1990  55 


At  Lexus,  we  didn't  design  the 
ES250  to  emulate  ordinary 
_  sports  sedans.  We  engineered  it 
to  be  something  far  more  ambitious:  a 
sports  sedan  whose  refinement  rivals 
that  of  luxury  sedans. 


What  Some  Sports  Sedan 
Makers  Consider  Luxuries,  Lexus 
Considers  Necessities. 


Which  is  why  every  ES250 
comes  standard  with  the  perfor- 
mance, comfort  and  safety  features 
shown  here. 

If  such  luxuries  are  essential  to  your 
vehicular  happiness,  then  see 
your  Lexus  dealer 
for  a  test  drive. 


THE     E  S  2  5  0 


The  Lexus  ES  250.  Its  the  luxury 
sedan  of  sports  sedans. 


® 


The  Relentless  Pursuit  Of  Perfection. 


48  Months  or 
50M0  Miles. 

Owning  a  Lexus 
ES  250  means  you're 
covered  by  one  of  the 
best  limited  warran- 
ties in  the  business." 
It  includes  72-month 
or  70,000-mile 
powertrain  coverage. 
And  Lexus  24-hour 
Roadside  Assistance. 


Convenience  at  yourjmgertips: 
power  windows  and  door  locks 
are  standard. 


'  11- 


The  ES  250's  V6  engine  uses  multi-valve  technolopf—a 
'gacy  of  Toyotas  experience  in  innovative  engine  design. 


The  standard  anti-theft  system  on  the 
ES  250  does  more  than  sound  an 
alarm;  it  cuts  the  starter  circuitry  if  a 
door,  hood  or  trunk  lid  is  forced. 


Standard  4-wheel  disc  anti-lock 
brakes  are  designed  to  help  pre- 
vent wheel  lockup  in 
severe  braking 
on  slippery 
surfaces. 


m  SECURITY 


Toyotas  commitment  to  your  satisfaction  includes 
a  satellite  network  linking  Lexus  and 
its  dealers.  It  allows  any 
dealer  to  obtain  your 
ES  250  s  maintenance 
history  in  seconds. 


Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  *For  more  warranty  information,  see  your  Lexus  dealer  or  call  800-USA-LEXllS. 
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SOVIET  UNION  i 


BIG  DEALS  RUN  INTO  BIG  TROUBLE 
IN  THE  SOVIET  UNION 


Western  companies  find  that  confusion  over  who's  in  charge  delays  hundreds  of  joint  ventures 


re.":  r 


W 


'hen  a  consortium  of  five  blue 
:hip  American  companies 
hammered  out  a  key  trade 
agreement  with  the  Soviet  government 
last  March,  the  deal  was  hailed  as  a 
crucial  milestone  for  U.  S.-Soviet  trade. 
But  a  year  later,  the  American  Trade 
Consortium  confronts  a  growing  moun- 
tain of  obstacles.  The  atc  is  still  strug- 
gling to  work  out  the  first  and  most 
important  of  its  25  planned  joint  ven- 
tures— an  oil  project  by  Chevron  Corp. 
i-.n  :irid  corner  of  Kazakhstan. 

'  iievron.  like  many  foreign  in-  !  

vestors.  is  running  smack  into 
the  m.aelstrom  of  perestroika.  ' 
A  burgeoning  environment;;' 
movement  is  stalling  severa. 
natural-resource  projects.  The 
continuing  surrender  of  power 
from  the  Kremlin  to  localities 
has  sparked  sha!".>  debates  over 
property"  and  mint  ral  rights — a 
process  likely  to  coiitinue  as 
radical  reformers  take  over  local 
council  seats.  Bombarded  by 
tele\ision  images  of  bloody  u^- 
risings  in  Soviet  republics,  some 
executives  are  thinking  twice 


about  the  political  risks  of  investing  in 
the  country'. 

When  they  started  three  years  ago. 
joint  ventures  promised  the  So\iet  econ- 
omy Western  technology"  and  modern 
management  skills  along  with  precious 
hard  currency  drawn  in  by  the  world- 
class  products  the  ventures  would  ex- 
port. But  of  almost  1.400  joint  deals  now 
officially  registered,  only  250  are  actual- 
ly operating.  Capitalization  on  average  is 
small,  about  S1.7  million.  Many  ventures 
are  in  fields  that  the  So\iets  didn't  in- 


A  SAMPLING  OF  THE  PLANNED 
U.S.-SOVIET  VENTURES 
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Ejiterprise  Investmefit 

Billions 

Prodwts 

AMERICAN  TRADE 
CONSORTIUM 

SIO 

Oil,  food,  cigarettes,  medical 
equipment,  film 

OCCIDENTAL 
PETROLEUM 

6 

Polymers 

ASEA  BROWN  BOVERI 
COMBUSTION  ENGIN5RING 

2 

Petrochemical  processing 
and  controls 

AMERICAN  MEDICAL 
CONSORTIUM 

2 

Medical  equipment, 
consumer  goods 

McDER^^o^ 

INTERNATIONAL 

2 

Natural  gas  processing 

tend  originally,  such  as  consulting  and 
hotels  for  foreigners.  Grumbles  Igor  I. 
Faminsky.  a  member  of  the  State  For- 
eign Economic  Commission:  "We  are  not 
absolutely  happy.  Ven,"  few"  [joint  ven- 
tures] are  in  machine  building,  and  less 
than  lO'"^  are  in  consumer  goods."  Some 
American  names,  such  as  Gillette, 
Procter  &  Gamble,  and  Time  Warner, 
are  pushing  ahead  with  consumer-orient- 
ed plans  ranging  from  razor  blade  fac- 
tories to  modem  movie  theaters. 
But  the  difficulties  of  getting  ven- 
tures up  and  running  are  great- 
er than  ever.  One  reason  is  that 
So\iet  leader  Mikhail  Gorbachev 
has  repeatedly  reorganized  the 
nation's  economic  structure.  In 
the  last  three  years,  for  exam- 
ple, the  Oil  Ministry-  and  Gas 
Ministry  have  been  merged, 
split,  and  re-merged  as  have  oth- 
er ministries.  Says  Richard 
Dean,  an  attorney  with  Coudert 
Brothers  in  Moscow;  "Any 
largescale  project  that  requires 
high-level  approvals  is  just  not 
getting  an\"where  because  of 
the  uncertaint\".   Literallv  no- 
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)ody  knows  who  is  supposed  to  be  mak- 
ng  decisions." 

Caugiit  in  the  shuffle  is  Chevron.  It's 
he  key  member  of  atc  because  the  dol- 
ars  it  will  earn  from  oil  exports  will  help 
)ther  members  repatriate  profits  from 
.heir  domestic  sales  in  hard  currency, 
foint  ventures  within  the  consortium 
vould  trade  dollars  and  rubles.  Other 
nembers,  including  Johnson  &  Johnson, 
UR  Nabisco,  Eastman  Kodak,  and  Ar- 
:her  Daniels  Midland,  plan  as  many  as 
15  joint  ventures  worth  up  to  $10  billion. 
Phe  first  batch  of  15  or  so  ventures 
:ould  be  inked  this  June,  ranging  from 
)lans  for  making  blood  analyzers  to  pro- 
lucing  cigarettes  to  processing  corn. 

Before  those  deals  can  go  forward, 
lowever.  Chevron  must  produce  petro- 
eum  from  the  Korolev  oil  field  of  west- 
!rn  Kazakhstan.  It  settled  on  that  area 
ifter  a  costly  look  at  other  oil  tracts. 
But  Chevron  soon  found  itself  facing  a 
)udding  environmental  movement.  One 
ssue:  The  oil  in  that  area  is  heavily  sul- 
"uric.  Chevron  would  have  to  build  a 
)lant  costing  $600  million  to  $800  million 
o  remove  the  sulfur  from  the  natural 
jas  that  is  produced  along  with  the  oil, 
hen  sell  the  sulfur. 

Kazakh  officials  say  they  want  special 
issurances  from  Chevron  that  the  desul- 
"urization  process  won't  pollute.  "If  this 
)roject  violates  the  environment,  we 
lave  the  right  of  veto,"  declares  Albert 
Vlikhailov,  an  official  in  the  republic's 
Moscow  office.  To  blunt  concerns.  Chev- 
ron has  taken  steps  unheard-of  in  the 
lays  before  Gorbachev.  It  has  flown  sev- 
;ral  teams  of  Soviets  to  the  U.  S.  to  in- 
spect company  operations.  Kazakh  offi- 
;ials  also  want  the  consortium  to  set  up 
oint  ventures  to  produce  medical  equip- 
nent  and  other  consumer  goods  on  their 
territory. 

HIGH-RISK.'  All  of  this  apparently  has 
•aised  doubts  at  Chevron.  A  700-page 
'easibility  study  on  the  project  is  due  in 
ibout  two  months.  Then  the  Chevron 
3oard  will  decide.  Edward  Scott  II,  vice- 
Dresident  for  negotiations  and  contracts 
it  Chevron  Overseas  Petroleum,  says 
:he  political  risk  for  projects  in  the  Sovi- 
it  Union  has  increased  recently,  and  he 
jharacterizes  the  Kazakh  venture  as 
'high-risk."  Its  future,  he  adds,  is  "prob- 
ibly  50-50  with  our  management." 

Although  negotiations  are  proceeding 
slowly,  ATC  President  James  H.  Giffen 
maintains  that  Chevron's  deal  will  go 
:hrough.  If  it  doesn't,  "there  are  a  lot  of 
Dil  companies  out  there,"  he  says. 

Meanwhile,  Soviet  officials  are  ponder- 
ing how  they  can  boost  foreign  invest- 
ment in  joint  ventures.  A  new  law  is 
being  prepared  that  may  set  a  minimum 
level  for  foreign  investment.  "We  have 
seen  few  real  investors.  We  want  to 
avoid  those  that  just  come  in  and  go 
»ut,"  says  Igor  F.  Kozlovski,  a  Finance 


Ministry  official.  On  Mar.  6,  the  Su- 
preme Soviet  passed  a  new  property  law 
that  appears  to  allow  direct  foreign  own- 
ership of  small  factories  and  land  tracts. 
Another  new  law  may  allow  both  for- 
eign and  Soviet  investors  to  put  their 
money  into  joint  stock  companies  in  the 
Soviet  Union. 

But  no  matter  how  many  laws  and 
decrees  the  Soviets  approve,  neither 
they  nor  Western  partners  will  be  satis- 
fied with  joint  ventures  until  the  Soviet 


economy  tilts  far  more  sharply  away 
from  central  planning  and  toward  the 
market.  Even  with  radical  reform  pro- 
posals, it  may  still  be  years  before  the 
ruble  is  convertible  enough  to  let  trade 
flow.  For  the  short  term,  at  least,  the 
confusion  wrought  by  widespread  politi- 
cal changes  makes  joint  venturing  a 
frustrating  game. 

By  Rose  Brady  ;w  Moscow  and  Peter  Ga- 
luszka  in  New  York,  with  Maria  Shao  in 
San  Francisco  and  bureau  reports 


WORLD  TRADE  I 


A  WALTZ  OF  GIANTS 

SENDS  SHOCK  WAVES  WORLDWIDE 


The  Daimler-Mitsubishi  deal  has  competitors  quaking 


AIRBUS  PRODUCTION:  WILL  JAPANESE  INPUT  HELP  IMPROVE  MBB'S  EFFICIENCY? 


Few  foreign  names  can  top  Daimler 
Benz  and  Mitsubishi  as  symbols  of 
industrial  might.  So  when  the 
heads  of  these  two  manufacturing  gi- 
ants revealed  on  Mar.  6  that  they  had 
held  a  secret  meeting  in  Singapore  to 
work  out  a  plan  for  "intensive  coopera- 
tion" among  their  auto,  aerospace,  elec- 
tronics, and  other  lines  of  business, 
shock  waves  rolled  across  Asia,  Europe, 
and  North  America. 

The  combined  financial,  technological, 
and  marketing  clout  of  these  industrial 
behemoths  would  make  them  the  world's 
biggest  enterprise.  Daimler  Benz,  with 
$48  billion  in  sales,  is  West  Germany's 
largest  company,  and  the  Mitsubishi 
group,  a  sprawling  collection  of  28  sepa- 
rate core  companies  with  roughly  $200 
billion  in  sales,  is  Japan's  No.  1  manufac- 
turing and  trading  conglomerate. 
But  the  first  intention  of  this  deal  may 


be  less  to  manufacture  things  than  to 
send  a  powerful  message  to  the  U.  S. — 
that  both  Japan  and  Germany  have  al- 
ternatives to  American  partnerships.  Co- 
operation with  a  major  German  corpora- 
tion will  strengthen  Japan's  hand  in  its 
increasingly  tense  trade  relationship 
with  the  U.  S.  Mitsubishi  stands  to  gain 
Daimler's  help  in  getting  around  a  move 
led  by  France  and  Italy  to  restrict  Japa- 
nese auto  makers'  access  to  European 
markets  after  1992.  "Daimler  is  a  pretty 
good  partner  to  get  in  bed  with,"  ob- 
serves Paris-based  Japan  specialist  Jean- 
Pierre  Lehmann. 

IN  THE  AIR.  The  two  giants  are  likely  to 
focus  their  cooperation  on  aerospace,  mi- 
croelectronics, and  automobiles. 
Through  Daimler,  Mitsubishi  will  have  a 
connection  to  Europe's  Airbus  Industrie 
consortium,  which  is  a  leader  in  the  civil- 
ian airframe  technology  the  Japanese 
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badly  want  to  obtain.  Mitsubishi  may 
also  gain  help  from  Mercedes-Benz  in 
making  and  selling  cars  and  trucks  in 
Europe. 

The  architect  of  the  emerging  deal  ap- 
pears to  be  Daimler's  CEO,  Edzard  Ren- 
ter, who  wants  Mitsubishi's  knowhow  in 
electronic  devices.  Reuter  bought  lan- 
guishing planemaker  Messerschmitt-Bol- 
kow-Blohm  for  $1  billion  last  year  be- 
cause he  wanted  its  microelectronics  and 
communications  technology  for  the  rest 
of  Daimler. 

In  return,  Mitsubishi  Heavy  Indus- 
tries is  likely  to  get  access  to  mbb's  aero- 
space technology'.  That  will  strengthen 
Japan's  hand  in  its  dealings  with  the 
U.  S.  in  the  fractious  FS.x  fighter  project 
and  with  Boeing  on  another  conflict-rid- 


A  full  partnership  seems 
unlikely:  Daimler's  hierarchy 
would  clash  with  Mitsubishi's 

group  management  style 


den  joint  venture  to  develop  a  new  civil- 
ian airliner.  For  his  part,  Reuter  wants 
to  reduce  .MSB's  dependence  on  defense 
from  the  current  50%  to  30%.  MBB  must 
expand  its  civilian  aircraft  business  or 
resign  itself  to  downsizing,  because  the 
end  of  the  cold  war  in  Europe  is  bound 
to  reduce  defense  programs  such  as  the 
European  Fighter  Aircraft,  which  was  to 


be  worth  S18  billion.  While  MBB  owns 
37.9%  of  Airbus  Industrie  consortium, 
it's  going  to  have  to  greatly  improve  its 
efficiency  because  the  German  govern- 
ment is  likelv  to  stop  its  subsidies  in 
1996. 

Actually,  combining  operations  of  the 
two  companies  seems  remote.  Daimler's 
orderly  German  corporate  structure 
doesn't  mesh  well  with  Mitsubishi's  lead- 
eriess  group  management  approach.  But 
at  a  time  when  so  many  corporate  alli- 
ances are  the  efforts  of  struggling  com- 
panies to  save  themselves  through  links 
to  a  strong  partner,  this  promises  to  be 
a  rare  and  intriguing  alliance  of 
strength. 

By  Xeil  Gross  in  Tokyo  and  John  Tem- 
ple man  in  Bonn,  mtk  bureau  reports 


JAPAN I 


CAN  THIS  CATALOG  COMPANY  CRACK 
THE  JAPANESE  MARKETING  MAZE? 


Shop  America  wiU  use  local  7-Elevens  to  reach  4  million  customers 


I 


n  1988,  when  Vernon  H.  Fraenkel 
drafted  his  plan  to  export  consumer 
goods  from  the  U.  S.  to  Japan,  he 
didn't  expect  to  start  with  4,000  Japa- 
nese outlets. 

But  on  July  1,  7-Eleven  Japan  Co.  will 
let  loose  a  flood  of  Japanese-language 
catalogs  put  out  by  Fraenkel's  Shop 
America  Ltd.  Targeting  the  4  million 
customers  who  visit  7-Eleven's  4,000 
stores  in  Japan  ever\'  day,  the  catalogs 
will  offer  hefty  discounts  on 
such  items  as  compact  disks, 
Canon  cameras,  Rolex 
watches,  Chanel  No.  5,  and 
Remington  shavers.  To  use 
the  system,  shoppers  must 
pay  a  $20  yearly  fee.  But  7- 
Eleven,  which  has  put  up 
.$2.5  million  for  50%  of  Shop 
America,  predicts  that 
500,000  customers  will  sign 
up  by  yearend.  One  reason 
for  the  rosy  forecast:  Shop 
America  will  sell  many 
items  for  30'<  to  50%  less 
than  Tokyo  stores  charge 
(table).  "We're  going  to 
bring  the  world's  products 
to  people  who  have  never 
had  an  opportunity  to  shop 
for  them  at  these  prices," 
says  Shop  America  Chair- 
man Solomon  R.  Mester. 

Distribution  in  Japan  is  a 
nightmare  for  many  market- 
ers. Most  products  have  to 
navigate  a  maze  of  middle- 


men before  reaching  consumers,  which 
inflates  prices.  The  solution  for  some 
foreign  companies  has  been  to  skip  the 
stores.  In  1986,  West  Germany's  Otto- 
Versand,  publisher  of  the  Spiegel  cata- 
log, started  selling  dresses  in  Japan 
through  catalogs,  and  sales  have  risen  to 
around  S72  million.  But  Otto  still  hasn't 
broken  even.  Other  mail-order  compa- 
nies such  as  The  Shai-per  Image  Corp. 
and  Sears,  Roebuck  &  Co.  have  also 
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THE  COMPETITION 
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Product 

Average  Tokyo 
retail  price 

Shop  America 
catolog  price 

AUDIO  CASSEHE 

$11-$14 

$6-$8 

AUTO-REVERSE  WALKMAN 

70 

50 

BRAUN  JUICER  (MPZ-5) 

32 

20 

CANON  AUTOBOV  CAMERA 

260 

180 

THANEl  NO.  5  (y2  oz.) 

153 

85 

aMPAaOISK 

15-20 

8-n 

L  >Y  REMINGTON  SHAVER 

86 

46 

ROLEX  WATCH 

4,857 

3,078 

DATA:  SHOP  AMERICA  LTD  ,  BW 

made  little  headway.  High  fees  on  bulk 
mailing  drive  up  costs,  and  retailers  jeal- 
ously guard  customer  lists.  Foreign  com- 
panies claim  less  than  Yv(  of  Japan's  $11 
billion  direct-mail  market. 

Fraenkel  hopes  to  beat  the  barriers 
with  a  $5  million  computer  system  that 
will  allow  7-Eleven  clerks  to  send  orders 
straight  to  Shop  America's  home  office 
in  New  York  simply  by  waving  a  scan- 
ner over  bar  codes  in  the  catalog.  Shop 
America  has  also  arranged  for  some 
suppliers  to  ship  directly  to  Japan. 
'BULLET  TRAIN.'  Besides  TV  and  radio  ad 
campaigns,  all  Japanese-owned  7-Elev- 
ens  will  add  a  dash  of  hype  with  a  100- 
day  countdown  at  all  stores.  "There  was 
nothing — finances  or  marketing  power — 
that  they  lacked,"  says  Fraenkel.  "Their 
attitude  was  to  forge  ahead  like  a  bullet 
train."  7-Eleven  bosses  believe  that  Shop 
America  will  achieve  S70  million  in  sales 
during  its  first  12  months.  If  snags 
arise,  Japan's  Ministry-  of  International 
Trade  &  Industry,  which  favors  more 
imports,  may  lend  a  hand.  Says  one  proj- 
ect insider:  "MITI  wants  this  [venture]  to 
succeed." 

There  could  be  problems.  Shop  Ameri- 
ca plans  an  ambitious  deliver^'  schedule: 
two  weeks  from  warehouse  to  customer. 
Some  doubt  it's  possible.  "It  won't  work 
unless  they  have  local  inventorj\"  insists 
a  former  employee  of  the  Sears  catalog 
scheme.  "We  promised  the  same  thing 
and  failed."  Upset  by  reimports  of  their 
goods,  some  Japanese  manufacturers 
may  refuse  to  ser\'ice  Shop  America's 
cut-rate  cameras  and  tape  players. 

The  big  question  is  whether  7-Eleven's 
Coke-and-potato-chip  crowd  will  plunk 
down  big  yen  for  a  Rolex.  "I  would  bet  a 
bottle  of  champagne  it  won't  work," 
says  Stephen  G.  Richter,  director  of  Ot- 
to's Japan  unit.  But  if  any  Japanese 
company  can  prove  naysayers  wTong,  it 
just  might  be  this  familiar  chain. 

By  Ted  Holden  in  Tokyo 


INTERNATIONAL  BUSINESS! 


This  will  get  you  back  to  the  US. 
in  about  14  seconds. 


AT&T's  USADirect®  information  card  makes  it 
easy  to  call  home  when  you're  overseas.  Just  dial  the 
USADirect 2iccess  number  for  the  country  you're 
calling  from  and  you'll  be  connected  to  an  AT&T 
Operator  in  the  US.  within  seconds.  Use  your  AT&T 
Card  or  call  collect.  It's  fast.  It's  economical.  And  it's 
available  in  over  50  countries.  For  your  information 
card,  just  call  1  800  874-4000,  Ext.  301. 
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Laser  printing 
afFoidable. 


:>\<^\LJ\^ER  nOO  is  for  everyone  who  ever  wanted 
heir  own  personal  laser  but  didn't  love  the  prices. 
Tiis  small  wonder  stands  less  than  six  inches  tall, 
tores  up  to  200  sheets,  is  HP  compatible,  has  17 
3nts,  prints  memos  to  spreadsheets  at  four  pages 
>er  minute  and  carries  on  the  tradition  of  Okidata 
ank-tough™  reliability.  But  what  makes  this  little 
>eauty  really  attractive  is  its  price . . .  under  $1400. 

:all  I-SOO-OKIDATA  for  the  dealer  nearest  you. 
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Stafford  Kissell  &Paulsworth 


Dear  Jonathan, 

"How  are  you  gonna  keep  'em  down  on  the  farm  after 
they've  seen  Paree?" 

Enclosed  is  an  application  for  employment  with  a  solid, 
little  company  called  Cornerstone.  They've  been  looking  for 
a  "heavy"  with  international  accounting  experience  to  run  the 
show.  The  pay  and  the  perks  are  great.  And,  oh  yeah,  their 
office  is  in  Paris  ,  you  know,  France. 

This  could  be  the  opportunity  you're  looking  for  It's  a 
young,  aggressive  group.  And,  if  all  works  out,  I'll  have  a 
friend  in  Paris.  N'est  pas? 


Any  interest? 


;in  OKI  AMERICA  compiiny 

We  put  business  on  paper 


OlOCV'iTA  ts  a  rcgisrcrcd  nadcmark  uf  Oki  Amenca,  IrK  ,  Manque  depcsee  dc 
Oki  Amenca.  IrK  OKlUASER^u  a  nailcTnarV  di  Oki  Elecmc  Indusrrv  Ca  Ud 
HP  13  a  legtstered  rrademarit  <rf  Hewlcrt-f^cfcaid  Company 


nternational  Outloo 


EDITED  BY  JOHN  PEARSON 


EAST  GERMANY  VOTES  ON 
FHE  FUTURE  SHAPE  OF  EUROPE 


Grinning  and  shaking  hands  at  the  makeshift  East  Ber- 
lin headquarters  of  East  Germany's  Social  Democratic 
Party  (SPD),  Ibrahim  Bohme,  the  45-year-old  SPD  leader, 
dready  acts  like  a  winner.  His  recently  formed  party,  a  coun- 
erpart  to  West  Germany's  powerful  Social  Democrats,  is  the 
ront-runner  in  the  Mar.  18  elections  for  East  Germany's  new 
Parliament.  Although  half  of  East  Germans  remain  undecided, 
!4%  prefer  the  SPD  in  the  latest  poll,  against  12%  for  the 
Uliance  for  Germany,  a  conservative, 
hree-party  coalition  made  up  of  the 
Christian  Democratic  Union,  German  So- 
;ial  Union,  and  Democratic  Awakening. 

East  Germany's  first  free  vote  will 
five  new  leaders  a  mandate  to  carry  out 
Irastic  economic  reforms.  It  will  remove 
nany  obstacles  to  union  with  West  Ger- 
nany,  making  the  election  a  portent  of 
he  future  shape  of  Europe.  And  it  may 
;ignal  a  tilt  in  the  political  balance  from 
ight  to  left  in  a  future  unified  Germa- 
ly,  thus  stirring  worries  about  a  weak- 
!ning  of  Germany's  ties  to  the  West. 

There  aren't  great  differences  between  East  Germany's 
lewly  founded  mainstream  parties  on  the  big  issues.  Both  the 
■ight  and  the  left  want  to  merge  the  two  Germanies  into  one 
md  create  a  market  economy.  But  conservatives  are  willing  to 
Lccept  West  Germany's  constitution  and  legal  system.  The 
;ocialists  want  to  negotiate  constitutional  changes  to  strength- 
(n  social  guarantees  such  as  job  security  and  housing  rights, 
fc  LOT  OF  ANGST.'  That  approach  is  likely  to  attract  voters  to 
3ohme  and  other  SPD  candidates  because  East  Germans  fear 
memployment,  soaring  prices,  and  second-class  treatment  by 
)rosperous  West  Germans.  "There's  a  lot  of  angst,"  says 
3ieter  Resch,  deputy  editor  of  East  Berlin's  Berliner  Zeitung. 
5ut  even  if  they  win  a  majority,  the  socialists  are  likely  to 
'orm  a  coalition  to  share  the  blame  for  painful  economic 
•eforms  such  as  subsidy  cutbacks. 
The  new  government's  most  urgent  job,  however,  will  be  to 


CAMPAIGNING:  WEAKER  TIES  TO  THE  WEST? 


work  out  the  terms  for  reuniting  with  West  Germany.  An 
early  step  will  be  to  recreate  the  five  states  that  existed  in 
eastern  Germany  before  World  War  II.  That  could  open  up  a 
potential  fast  track  for  reuniting  under  a  West  German  consti- 
tutional provision  that  allows  states  to  petition  to  join  West 
Germany.  The  possibility  of  such  an  accelerated  merger  is 
turning  up  the  pressure  on  NATO  allies,  the  Soviets,  and  Chan- 
cellor Helmut  Kohl  to  devise  a  military  and  political  status  for 
Germany  to  reassure  the  Poles,  French, 
and  others  who  fear  a  powerful  German 
nation.  The  NATO  allies,  represented  by 
the  U.  S.,  Britain,  and  France,  want  to 
anchor  all  of  Germany  firmly  in  the 
West,  but  the  Soviets  up  to  now  have 
favored  a  neutral  Germany.  If  an  early 
agreement  can  be  achieved,  West  Ger- 
man elections  scheduled  for  Dec.  2  could 
be  turned  into  the  first  ballot  of  a  united 
Germany,  making  Kohl  a  strong  candi- 
date to  become  the  single  nation's  found- 
ing Chancellor. 
So  far,  Moscow  has  rejected  a  compro- 
mise proposed  by  West  German  Foreign  Minister  Hans-Die- 
trich Genscher  that  would  allow  Germany  to  remain  in  NATO 
but  would  bar  troops  from  what  is  now  East  Germany.  But  if 
negotiations  on  reunification  drag  out,  governments  in  both 
Bonn  and  East  Berlin  could  face  an  eruption  of  popular  de- 
mands for  a  break  with  NATO  and  a  shift  to  neutrality  to  end 
the  deadlock.  There  is  "a  silent  majority  in  West  Germany 
ready  to  leave  NATO,"  warns  Jochen  Thies,  editor  of  Bonn's 
German  Journal  for  Foreign  Affairs.  Saarland  Prime  Minis- 
ter Oskar  Lafontaine,  the  leading  SPD  candidate  for  Chancel- 
lor, appeals  to  this  sentiment.  He's  calling  for  Germany's 
withdrawal  from  NATO  and  the  creation  of  a  broad  European 
defense  community  excluding  both  the  U.  S.  and  the  Soviet 
Union.  That's  a  reason  for  the  U.  S.  and  its  NATO  allies  to  push 
for  an  agreement  with  the  Soviets  before  events  pass  them  by. 

By  Gail  E.  Schares  in  East  Berlin 


GLOBAL  WRAPUP I 


BRAZIL 


Right  after  taking  office  on  Mar.  15, 
President-elect  Fernando  Collor 
de  Mello  intends  to  launch  far-reaching 
economic  reforms  that  will  privatize 
state  industry  and  hike  taxes.  Mindful 
of  the  recent  failures  of  his  neighbor, 
Argentine  President  Carlos  Menem, 
Collor  told  a  group  of  legislators  on 
Mar.  5  that  policy  flip-flops  have  wea- 
ried Argentinians  and  eroded  Menem's 
credibility.  "I  know  that  I  have  no 
room  for  mistakes,"  he  observed. 

To  get  off  to  a  fast  start,  Collor  is 
putting  a  highly  regarded  business- 
man, Ozires  Silva,  in  charge  of  selling 
off  more  than  100  state  companies. 


And  he  has  named  a  36-year-old  wom- 
an, economist  Zelia  Cardoso  de  Mello 
(no  relation  to  Collor)  as  Economy  Min- 
ister to  slash  state  subsidies  and  rein 
in  inflation.  Payments  to  inefficient  in- 
dustries now  eat  up  half  the  govern- 
ment's budget  and  are  one  of  the  big- 
gest sources  of  inflation,  which  soared 
to  a  72%  monthly  rate  in  February. 

Hacking  away  at  state  companies 
from  the  other  direction  will  be  Silva,  a 
free-market  advocate  who  ran  both 
Brazil's  successful  aircraft  maker,  Em- 
braer,  and  its  state  oil  company,  Petro- 
bras.  Silva  will  head  a  new  Infrastruc- 
ture Ministry  that  will  take  control  of 
most  state  enterprises  by  absorbing 
the  former  Ministries  of  Mining  &  En- 


ergy, Transportation,  and  Communica- 
tions. The  day  after  Collor's  inaugura- 
tion, Silva  says,  he  will  submit 
proposals  to  privatize  116  companies. 

Collor's  economic  adviser,  Cardoso, 
has  convinced  him  to  ask  Congress  to 
hike  taxes.  But  she's  against  using 
wage-price  controls  to  halt  inflation. 
Such  controls  proved  disastrous  for 
former  President  Jose  Sarney. 

Collor,  a  wealthy  40-year-old  who 
won  office  with  a  flashy,  populist-style 
TV  campaign,  vows  that  financially  pro- 
tected "elites"  will  pay  a  price  for  his 
reforms  but  that  millions  of  impover- 
ished Brazilians  will  see  their  condition 
improve.  Finding  money  for  that  may 
be  his  biggest  challenge. 


PERNATIONAL  OUTLOOK 
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ANOTHER  SWAN  DIVE  01 

COMPANIES  FEEL  THE  PRESSURES  OF  RISING  LABOR  COSTS  AND  INTENSIFIED  m 


The  U.  S.  economy  is  not  in  a  reces- 
sion, but  you  wouldn't  know  it 
from  looking  at  corporate  earn- 
ings. Although  sales  grew  8'^  in  the 
fourth  quarter,  profits  for  the  900  com- 
panies in  BUSINES.S  week's  Corporate 
Scoreboard  dropped  19'^'  from  the  year- 
earlier  period.  That  mirrored  the  perfor- 
mance of  the  third  quarter,  when  earn- 
ings fell  22'  '  and  sales  increased  9'  '<. 

The  weakness  in  profits  was  across 
the  board.  Companies  in  nearly  every 
industry  faced  rising  wages  but  could 
not  raise  prices  because  of  the  intense 
competition  that's  typical  in  a  mature 
economic  expansion.  The  poor  results  for 
the  second  half  dragged  profits  down  7' ' 
in  1989.  according  to  Standard  &  Poor's 
Compustat  Services  Inc.  That's  a  big 
change  from  1988,  when  earnings 
surged  31' ' ,  to  record  levels.  Last  year's 
revenue  increase  of  10' '  followed  an  11'- 
sales  gain  in  1988. 

Many  forecasters  expect  companies  to 
get  a  better  handle  on  costs  this  year, 
stemming  the  earnings  slide.  The  con- 
sensus outlook  is  for  flat  profits  in  1990 
with  performance  strengthening  as  the 
year  wears  on. 

CHUTES  AND  LADDERS.  The  hostile  envi- 
ruiinienl  in  the  second  half  of  1989  trig- 
gered several  shifts  in  the  relative  for- 
tunes of  Corporate  America  as  reflected 
in  BW's  ranking  of  the  Top  25  profit 
leaders.  America's  biggest  profit  ma- 
chine is  now  General  Motors  Corp.  Even 
though  1989  earnings  dropped  9'',  GM 
moved  up  from  No.  4  in  1988.  IBM.  th^' 
leader  in  1988  and  1987,  tumbled  tn 
fourth  as  a  major  restructuring  led  to  a 
32'a  decline  in  profits.  General  Electric 
Co.'s  Kv'  earnings  gain  helped  propel  it 
from  fifth  place  in  1988  to  second  last 
year.  Ford  Motor  Co.,  No.  2  in  1988, 
slipped  to  third  place  last  year  as  profits 
dropped  28%. 

On  the  sales  side,  the  standings  re- 
mained relatively  unchanged.  The  top 
five  companies  respectively  in  1989 — GM, 
Ford,  Exxon,  IBM,  and  Mobil — occupied 
the  same  rankings  the  year  before. 
Thanks   to   big   acquisitions,  Philip 
Morris  Inc.  jumped  to  No.  8  from  13  in 
1988,  and  American  Stores  Co.  moved 
up  the  list  to  No.  20  from  24. 

The  bleak  profit  picture  even  extend- 
ed to  industries  that  had  impressive 


gains  for  1989.  The  auto-parts  and  equip- 
ment industry,  for  example,  showed  the 
strongest  gain  of  any  segment:  a  194/' 
rise  in  profits.  But  most  of  that  was  a 
result  of  the  return  to  profitability  by 
Eagle-Picher  Industries  Inc.,  which  took 
a  big  hit  against  earnings  in  1988  to 
cover  potential  asbestos  liabilities  from 
its  insulation  products. 
The  construction  and  real  estate  group 


had  the  second-biggest  increase  in  prof- 
its— 115''- — as  builders  benefited  from 
lower  interest  rates  and  capitalized  on 
regional  pockets  of  strength.  Neverthe- 
less, this  group  is  expected  to  fare  poor- 
ly this  year,  thanks  to  declining  consum- 
er confidence  and  rising  interest  rates. 
"The  last  two  strong  real  estate  mar- 
kets— California  and  the  greater  Wash- 
ington ([>.('.)  area — have  softened," 
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THE  LEADERS  IN  l98SillliSI 

THE  TOP  25  IN  SALES 


1989  sales 

Millions  of  dollars 


Percent  change 

from  1988 


1981 

rani 


1  GENERAL  MOTORS 

2  FORD  MOTOR 

3  EXXON 

4  IBM 

5  MOBIL 


^26,932 
96,146 
88,088 
62,710 
56,656 
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6  GENERAL  ELECTRIC 

7  SEARS,  ROEBUCK 

8  PHILIP  MORRIS 

9  CITICORP 
10  AT&T 


54,600 
53,794 
44,759 
37,970 
36,112 
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41 
17 
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11  TEXACO 

12  DU  PONT 

13  CHRYSLER 

14  CHEVRON 

15  K  MART 


35,656 
35,534 
34,922 
32,800 
28,553 
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10 
2 

14 
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16  WAL-MART  STORES 

17  AMERICAN  EXPRESS 

18  AMOCO 

19  PROCTER  &  GAMBLE 

20  AMERICAN  STORES 


25,811 
25,047 
23,973 
22.605 
21,251 


25 
20 
13 
11 
26 
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21  BOEING  20,276 

22  ITT  20,100 

23  OCCIDENTAL  PETROLEUM  20,068 

24  UNITED  TECHNOLOGIES  19,757 

25  AETNA  19,671 
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ays  Lawrence  J.  Horan  of  Prudential- 
lache  Securities  Inc.  "Without  these 
)rops,  the  outlook  is  grim." 

Other  strong  performances  came  from 
>roadcasting  and  retailing.  A  turn- 
iround  at  cable  operator  Viacom  Inc. 
ind  a  257<^  increase  in  profits  at  Capital 
!^ities/ABC  Inc.  fueled  the  broadcast 
group's  66%  earnings  gain.  Despite  the 
)rice  wars  that  raged  in  stores  this  past 


Christmas,  discount  and  fashion  retailers 
rang  up  a  healthy  21%-  hike  in  profits  for 
the  year. 

Among  the  laggards,  the  computer 
group  had  a  tough  year  in  1989.  Its  earn- 
ings were  off  by  40%  because  of  weak 
demand  for  mainframes  and  personal 
computers.  Several  high-tech  companies 
reported  losses  for  the  year,  including 
Control  Data,  Data  General,  Unisys, 


Wang  Laboratories,  and  Zenith  Electron- 
ics. Even  high-flyer  Apple  Computer  Inc. 
was  held  to  a  59'  profit  gain  for  the 
year.  The  story  was  no  different  in  Sili- 
con Valley  than  it  was  on  Main  Street 
and  Wall  Street — high  labor  costs  and 
the  inability  to  pass  these  costs  along  to 
customers  by  raising  prices. 

The  savings  and  loan  group  remained 
mired  in  red  ink,  where  it  is  likely  to 
stay  for  some  time  to  come.  Led  by 
Bank  of  New  England  Corp.'s  $1.6  bil- 
lion write-off,  East  Coast  banks  boosted 
reserves  against  loan  losses  for  the  sec- 
ond consecutive  quarter,  holding  back 
total  corporate  earnings.  Excluding  the 
East  Coast  banks,  profits  dropped  only 
12.37'  in  the  quarter  and  advanced  1.77 
for  the  year. 

The  banks  were  not  the  only  compa- 
nies launching  a  yearend  cleanup  with 
write-offs.  "Everybody  and  his  brother 
decided  to  take  a  $200  million  write-off," 
says  Susan  C.  Lakatos,  vice-president  at 
Kidder,  Peabody  &  Co.  She  estimates 
that  write-offs  by  companies  in  the  Stan- 
dard &  Poor's  500-stock  index  totaled 
$1.22  a  share  in  the  fourth  quarter  of 
1989.  This  is  the  highest  since  the  1987 
second  quarter,  when  Citicorp  and  other 
banks  took  earlier  write-offs  against 
Third  World  debt.  For  1989,  Lakatos  fig- 
ures, S&P  500  write-offs  came  to  $2.50, 
trimming  reported  earnings  per  share  to 
$22.90,  down  3.(37  from  1988. 

BRAKING  LABOR  COSTS.  Outside  of  the 

banks,  the  big  write-offs  included  a  $1.5 
billion  aftertax  charge  by  IBM  to  consoli- 
date its  operations  and  reduce  its  U.  S. 
work  force  by  10,000.  On  its  heels  was 
Chevron  Corp.,  with  $1.2  billion  in 
charges,  including  a  $445  million  write- 
down of  the  Point  Arguello  oil  field  off 
California,  and  $325  million  to  clean  up 
its  refineries.  Exxon  Corp.  took  a  $500 
million  extraordinary  charge  for  the 
Alaskan  oil  spill,  and  several  other  oil 
companies  set  up  reserves  to  cover  the 
expense  of  future  environmental  clean- 
ups. Other  companies  taking  write-offs 
included  Citicorp,  Bristol-Myers  Squibb, 
Ford,  Merrill  Lynch,  Nynex,  and  East- 
man Kodak. 

In  fact,  the  widespread  restructurings, 
which  should  help  many  companies  put 
their  biggest  problems  behind  them,  con- 
tribute to  the  expectation  that  the  deteri- 
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THE  TOP  25  IN  EARNINGS 


1989  profits 

Millions  of  dollors 


Percent  change 

from  1988 


1988 

rank 


5ENERAL  MOTORS 
SENERAL  ELECTRIC 
FORD  MOTOR 
IBM 
EXXON 


$4,224 
3,939 
3,835 
3,758 
2,975 


-9% 
16 
-28 

-32 
--43 


PHILIP  MORRIS 
AT&T 

DOW  CHEMICAL 
DU  PONT 
TEXACO 


2,946 
2,697 
2,487 
2,480 
2,413 


39 
NM 
3 
13 
85 


1000 
6 
7 

19 


ATLANTIC  RICHFIELD 

1,953 

23 

14 

MOBIL 

1,809 

-11 

10 

BELLSOUTH 

1,695 

2 

13 

AMOCO 

1,610 

-22 

9 

MERCK 

1,495 

24 

23 

SEARS,  ROEBUCK 

1,446 

40 

34 

GTE 

1,417 

16 

21 

PROCTER  &  GAMBLE 

1,395 

24 

28 

AMERICAN  INTL.  GROUP 

1,367 

13 

25 

3M 

1,244 

8 

26 

PACIFIC  TELESIS 

1,242 

5 

24 

AMERITECH 

1,238 

0 

20 

COCA-COLA 

1,193 

14 

33 

AMERICAN  EXPRESS 

1,157 

17 

36 

US  WEST 

i,in 

-2 

27 

not  meaningful 


DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 


oration  in  profits  will  halt.  Relief  would 
be  welcomed  by  corporations.  The  combi- 
nation of  rising  wages  and  steady  prices 
squeezed  profit  margins  for  companies 
in  the  BW  Corporate  Scoreboard  to  S.(y7" 
in  the  fourth  quarter  of  1989,  the  lowest 
since  the  second  quarter  of  1987,  when 
profit  margins  were  3.3%. 

Another  reason  for  widespread  e.xpec- 
tations  of  improved  profitability  is  the 
possibility  of  a  slowdown  in  wage  costs. 


During  1989,  unit  labor  costs  jumped  5% 
after  growing  at  an  annual  rate  of  about 
3%'  for  the  previous  five  years.  However, 
the  recent  round  of  layoffs  by  compa- 
nies such  as  IBM,  Merrill  Lynch,  and 
McGraw-Hill,  publisher  of  BUSINESS 
WEEK,  could  encourage  workers  in  many 
industries  to  dampen  their  wage  de- 
mands. Companies  may  also  have  great- 
er freedom  to  raise  prices.  Raw  materi- 
als prices,  as  measured  by  the  Com- 


modity Research  Bureau  Spot  Price 
Index,  have  recently  shown  an  upward 
bounce.  "A  year  ago,  nobody  thought 
profits  would  be  as  weak  as  they  are 
now,"  says  Jason  Benderly,  president  of 
Benderly  Economic  Associates  of  Sum- 
mit, N.  J.  "But  we  will  see  a  rapid 
turnaround  in  profits  within  six 
months."  If  not,  the  recession  really  will 
be  here. 

By  Monica  Roman  hi  New  York 


A  SPOTLIGHT  ON  1989  INDUSTRY  PROFITS 


100- 


75- 


AFTERTAX  PROFITS, 
QUARTER  BY  QUARTER 


PERCENT  CHANGE  FROM 
SAME  PERIOD  PRECEDING 
YEAR,  ALL  INDUSTRIES 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  1989 

Although  sales  rose  by  10%,  profits  declined  7%  in  1989. 

These  industry  groups  hod  the  biggest  impact  on  a  $13.2  billion  drop 


□  AS  REPORTED 

□  without  BANKS 


12-MONTH 
MOVING  AVERAGE 


<  BILLIONS  OF  DOLLARS  > 


WINNERS  AND  LOSERS  IN  THE  YEAR'S  PROFIT  RACE 


THE  BEST... 


AUTO  PARTS 
REAL  ESTATE 
BROADCASTING 
GAS  UTILIHES 
ENGINEERING 
CONGLOMERATES 
MISC.  SERVICES 
TEXTILES 
RETAILING 

SOFTWARE 

PERCENT  CHANGE  ^ 


PERCENT  CHANGE  IN  PROFITS 
FROM  1988 


ALL  INDUSTRY 
AVERAGE 

-7% 


...AKD  THE  WORST 

PUBLISHING 
TIRE  &  RUBBER 
SEMICONDUaORS 
TRUCKING 
TOBACCO 
COMPUTERS 
MISC.  LEISURE 
AIRLINES 
SAVINGS  &  LOAN 


100 


ISO 


BANKS-  EAST 

<  PERCENT  CHANGE 


DATA:  STANDARD  S  POORS  COMPUSTAT  SEIlVICfS  IHC 
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CORPORATE  SCOREBOARD 


FOURTH  QUARTER  1989 


SLOSSARY 

Saies:  Includes  all  sales  and  other  operating 
revenues.  For  banks,  includes  all  operating 
revenues. 

Profits:  Net  income  before  extraordinary 
Items.  For  banks,  profits  are  net  income  after 
security  gains  or  losses. 


Margins:  Net  income  from  continuing 
operations  before  extraordinary  items  as 
percent  of  sales. 

Return  on  common  equity:  Ratio  of  net 
income  available  for  common  stockholders 
(most  recent  12  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 


Price-earnings  ratio:  Based  on  Feb.  28, 
1990,  common  stock  price  and  corporate 
earnings  from  continuing  operations 
before  extraordinary  items  for  most  recent 
12-month  period. 

Earnings  per  share:  For  most  recent 
12-month  period.  Includes  all  common-stock 
equivalents. 


COMPANY 


SALES 


PROFITS 


MARGINS 


Alh 

CHANGE 

12 

CHANGE 

4th 

CHANGE 

12 

CHANGE 

4lh 

4lh 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

$  MIL. 

S  MIL 

$  MIL 

S  MIL 

RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 
1231 


PRICE- 
EARNINGS 
RATIO 
228 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


ALL-INDUSTRY 
COMPOSITE 


946504 


8  3606728  10    34409  -19  172720    -7     3.6   4.9     13.2      15  2.57 


I  AEROSPACE 


INDUSTRY  COMPOSITE 

25586.2 

0 

95701.6 

5 

309.4 

-51 

2121.9 

-26 

1.2 

2.4 

9.2 

IS 

2.84 

Boeing 

4847.0 

-1 

20276.0 

20 

77.0 

-56 

675.0 

10 

1.6 

3.6 

11.6 

20 

2.94 

GenCorpiD 

532.0 

0 

1938.0 

2 

-15.0 

NM 

8.0 

-85 

NM 

0.9 

5.2 

43 

0.25 

General  Dynamics 

2635.0 

6 

10042.9 

5 

82.8 

-3 

293.1 

0 

3.1 

3.4 

14.2 

5 

7.01 

Grumman 

866.6** 

-16 

3558.8 

-2 

14.8 

-39 

67.3 

-22 

1.7 

2.3 

8.0 

8 

1.91 

Kaman 

204.0** 

6 

801.8 

4 

5.5 

13 

8.7 

-66 

2.7 

2.5 

4.9 

16 

0.48 

Lockheed 

3032.0 

3 

9891.0 

-5 

-109.0 

NM 

6.0 

-99 

NM 

3.6 

0.3 

NM 

0.10 

Martin  Morietto 

1623.3 

6 

5796.2 

1 

73.5 

210 

306.9 

-4 

4.5 

1.5 

22.7 

7 

582 

McDonnell  Douglas 

4296.0 

4 

14581.0 

1 

-17.0 

NM 

-37.0 

NM 

NM 

3.4 

-1.1 

NM 

-0.97 

Northrop 

1325.0 

-23 

5248.4 

-9 

-16.6 

NM 

-63.5 

NM 

NM 

NM 

-6.9 

NM 

-1.35 

Rohr  Industries  |5| 

234.5 

4 

1054.3 

13 

-1 1.4 

NM 

14.3 

-57 

NM 

3.5 

3.5 

25 

0.80 

Sundstrand 

437.8 

4 

1595.4 

8 

30.6 

NM 

120.8 

NM 

7.0 

NM 

20.8 

10 

6.17 

Thiokol  |6| 

288.7 

2 

1 161.5 

3 

9.7 

25 

20.2 

-43 

3.4 

2.8 

14.6 

12 

1.05 

United  Technologies 

5264.3** 

0 

19756.5 

7 

184.4 

22 

702.1 

7 

3.5 

2.9 

14.0 

9 

5.34 

2  AUTOMOTIVE 

INDUSTRY  COMPOSITE 

74214.5 

-4 

302442.0 

3 

497.7 

-82 

9523.9 

-21 

0.7 

3.7 

12.5 

7 

4.29 

])  CARS  &  TRUCKS 

6ROUP  COMPOSITE 

65635.3 

-4 

267322.2 

3 

354.0 

-89 

8517.6 

-25 

0.5 

4.6 

12.6 

7 

4.98 

Chrysler 

7933.0** 

-15 

34922.0 

2 

-667.0 

NM 

315.0 

-^59 

NM 

4.5 

3.8 

12 

1.36 

Ford  Motor 

24144.9 

1 

96145.8 

4 

313.8 

-73 

3835.0 

-28 

1.3 

4.8 

16.9 

5 

8.22 

General  Motors 

31364.0** 

-3 

126931.8 

3 

700.2 

-50 

4224.3 

-9 

2.2 

4.3 

12.2 

7 

6.33 

Mack  Trucks 

370.8** 

-33 

1750.7 

-17 

-78.9 

NM 

-185.7 

NM 

NM 

1.9 

-44.4 

NM 

-6.25 

Navistar  International  (2| 

1010.0 

-14 

4241.0 

-1 

-13.0 

NM 

87.0 

-66 

NM 

7.0 

8.7 

16 

0.23 

Paccar 

812.6** 

-4 

3331.1 

7 

98.9 

113 

241.9 

38 

12.2 

5.5 

25.0 

6 

6.90 

})  PARTS  &  EQUIPMENT 

GROUP  COMPOSITE 

5356.3 

-1 

22304.7 

4 

88.0 

NM 

655.8 

194 

1.6 

NM 

12.2 

11 

1.62 

Arvin  Industries 

397.2 

28 

1540  5 

23 

5.1 

-10 

19.7 

21 

1.3 

1.8 

3.7 

21 

0.70 

Cummins  Engine 

855.9 

-2 

3510.8 

6 

-9.7 

NM 

-6.1 

NM 

NM 

NM 

-3.8 

NM 

-1.52 

Dana 

1123.4** 

-9 

4865.1 

-1 

20.7 

-53 

132.1 

-19 

1,8 

3.5 

13.2 

10 

3.24 

Danaher 

178.6** 

0 

756.4 

6 

12.5 

31 

47.1 

18 

7.0 

5.4 

28.4 

7 

1.98 

Eagle-Picher  Industries  |1| 

175.6 

-14 

7299 

-5 

11.0 

NM 

53.8 

NM 

6.2 

NM 

NM 

1 

5.04 

Eaton 

879.8 

-1 

3671.0 

6 

44.6 

-1  1 

209.7 

-8 

5.1 

5.6 

17.5 

9 

5.59 

Echlin  (4) 

371.0 

4 

1469.5 

9 

13.5 

-1  1 

42.7 

-34 

3.6 

4.3 

6.7 

16 

0.77 

Federal-Mogul 

250.2 

-7 

1084.0 

-8 

2.0 

-79 

33.4 

-23 

0.8 

3.5 

1 1.7 

14 

1.26 

Masco  Industries 

387.4 

-4 

1686.6 

2 

-12.6 

NM 

46.6 

-43 

NM 

NM 

11.3 

10 

0.58 

PepBoys-Manny,Moe&  Jack  111)  205.1 

19 

751.2 

19 

9.0 

-1  1 

36.7 

2 

4.4 

5.9 

12.1 

15 

0.66 

Smith  (A.  O.) 

216.0 

-18 

976.3 

-4 

-13.6 

NM 

-5.0 

NM 

NM 

2.4 

-3.0 

NM 

-1.08 

SPX 

149.4 

-1 

632.0 

12 

2.0 

-58 

23.6 

-12 

1.3 

3.1 

10.5 

14 

1.66 

Standard  Products  |6| 

166.8 

27 

631.4 

20 

3.6 

-50 

21.5 

-37 

2.2 

5.5 

14.3 

10 

2.04 

c)  TIRE  &  RUBBER 

GROUP  COMPOSITE 

3222.9 

-2 

12815.1 

2 

55.8 

-37 

350.6 

-27 

1.7 

2.7 

12.5 

11 

3.48 

Bandog 

146.0 

6 

525.3 

7 

22.1 

10 

75.9 

9 

15.1 

14.6 

40.2 

15 

5.22 

Carlisle 

132.4 

-6 

553.7 

-2 

4.7 

NM 

27.0 

55 

3.6 

NM 

13.1 

.  10 

3.34 

Cooper  Tire  &  Rubber 

208.3 

7 

866.8 

16 

18.0 

29 

58.2 

42 

8.6 

7.1 

19.8 

12 

2.84 

Goodyear  Tire  &  Rubber 

2736.3 

-3 

10869.3 

1 

11.0 

-81 

189.4 

-46 

0.4 

2.0 

8.9 

10 

3.28 

1)  Fourth  quarter  ending  Nov.  30.  (2)  Fourth  quarter  ending  Oct.  31.  |3|  First  quarter  ond  most  recent  12  months  ending  Dec.  31.  (4)  First  quarter  and  most  recent  12  months  ending  Nov. 
10.  (5)  First  quarter  and  most  recent  12  months  ending  Oct.  31.  (6)  Second  quarter  and  most  recent  12  months  ending  Dec.  31.  (7)  Second  quorter  and  most  recent  12  months  ending  Nov. 
ID.  (8)  Second  quarter  and  most  recent  12  monthj  ending  Oct.  31.  (9|  Third  quarter  ond  most  recent  12  months  ending  Dec.  31.  (10)  Third  quarter  and  most  recent  12  months  ending  Nov. 
10.  (1 1)  Third  quarter  and  most  recent  12  months  ending  Oct.  31 .  (12)  Fourth  quarter  ending  Jon.  31.  *  Soles  include  excise  taxes.  **  Soles  include  other  income.  ***  Soles  include  excise  taxes 
ind  other  income.  fRevenues  from  some  major  subsidiories  not  included  in  sales.  NA  =  not  available.  NM^not  meaningful, 

iornings  per  shore  ore  for  latest  12  months,  not  necessorily  for  end  of  most  recent  fiscal  year.  DATA;  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 


3RP0RATE  SCOREBOARD 


BUSINESS  WEEK/MARCH  19,  1990  67 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


4lh 

CHANGE 

12 

CHANGE 

4th 

CHANGE 

12 

CHANGE 

4lh 

4lh 

EQUITY 

PRICE. 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  MIL 

S  MIL 

S  MIL 

S  MIL. 

12.31 

2  28 

SHARE 

3 BANKS 

INDUSTRY  COMPOSITE 

59744.3 

12 

229710.0 

20 

405.4 

-90 

4990.8 

-68 

0.7 

7.4 

4.4 

25 

1.16 

a|  BANKS -EAST 

GROUP  COMPOSITE 

34698.9 

10 

131961.3 

21 

-973.5 

NM 

-2354.4 

NM 

NM 

7.7 

-6.3 

NM 

-1.74 

Bank  of  Boston 

2031.2 

39 

6844.0 

29 

8.6 

-90 

70.4 

-78 

0,4 

5.7 

3.0 

20 

0.80 

Bank  of  New  England 

717.4 

-19 

3478.2 

9 

-1234.9 

NM 

-1 1 13.3 

NM 

NM 

8.3 

NM 

NM 

-16.1 1 

Bank  of  New  York 

1372.8 

53 

5496.7 

110 

106.6 

95 

50.7 

-76 

7.8 

6.1 

0.7 

0.27 

Bankers  Trust  New  York 

1837.8 

15 

7258.2 

24 

101.2 

-45 

-979.9 

NM 

5,5 

1  1.6 

-46.2 

NM 

-12.10 

BayBanks 

274.8 

10 

1108.3 

20 

6.8 

-71 

63.1 

-29 

2.5 

9.3 

10.5 

6 

3.95 

Chase  Manhattan 

3681.0 

4 

13904,0 

12 

175.0 

-36 

-665.1 

NM 

4.8 

7.8 

-23.2 

NM 

-7.94 

Chemical  Banking 

2085.6 

5 

8227,1 

8 

95.9 

-67 

-482.2 

NM 

4.6 

14.5 

-20.0 

NM 

-8.29 

Citicorp 

10579.0 

14 

37970.0 

17 

-784.0 

NM 

498.0 

-71 

NM 

6.3 

4.1 

21 

1.16 

CoreStates  Financial 

494.8 

1  1 

1888.4 

16 

50.7 

8 

198.7 

1  1 

10.3 

10.6 

16.3 

8 

5.03 

First  Fidelity  Bancorporation 

767.7 

4 

3028.0 

NM 

-16.1 

NM 

159.5 

370 

NM 

NM 

10.0 

8 

2.51 

Fleet/Norstar  Financial  Group 

976.0 

20 

3657.9 

20 

92.4 

5 

371.3 

1  1 

9.5 

10.8 

17.2 

7 

3.34 

KeyCorp 

447.8 

16 

1 662.4 

19 

36.4 

5 

1 36.9 

1  4 

8. 1 

9.0 

14.2 

8 

3.20 

Manufacturers  Hanover 

2037.0 

-10 

8420.0 

-1 

62.0 

-71 

-588.0 

NM 

3.0 

9.4 

-21.6 

NM 

-1 1.49 

Mellon  Bank 

917.0 

4 

3607.0 

10 

6.0 

-88 

181.0 

NM 

0.7 

5.4 

10.5 

7 

3.33 

Meridian  Bancorp 

327.0 

28 

1  1 72.8 

23 

23. 1 

6 

91.5 

6 

7. 1 

8.5 

1 2.7 

8 

2.32 

^Aidlantic 

626.5 

25 

2319.6 

26 

19.1 

-68 

206.3 

_7 

3.0 

1 1 .8 

1 4.0 

4 

5.37 

Morgan  (J.  P,) 

2540.6 

1 

10394.2 

21 

154.2 

-40 

-1275.0 

NM 

6.1 

10.2 

-32.2 

NM 

-7.04 

PNC  Financial 

1 190. 1 

8 

4645. 1 

16 

1.5 

-99 

377.4 

-18 

0.1 

10.8 

13.2 

10 

3.98 

Republic  New  York 

712.3 

20 

2625.7 

25 

93.8 

87 

24.0 

-86 

1 3.2 

8.5 

0. 1 

NM 

0.04 

Showmut  National 

767.8 

8 

3029.4 

8 

3.9 

-94 

201.7 

-17 

0.5 

9.3 

1  1 .6 

2.68 

UJB  Financial 

314.8 

1 5 

1 224.4 

19 

24.5 

-14 

1  18.5 

2 

7.8 

10.4 

1 3.9 

7 

2.62 

b|  BANKS -MIDWEST 

GROUP  COMPOSITE 

8432.2 

17 

33162.1 

18 

582.3 

87 

2840.6 

17 

6.9 

4.3 

15.7 

8 

3.47 

Ameritrust 

307,7 

12 

1200.5 

14 

27.7 

6 

1  15.9 

12 

9.0 

9.5 

15.7 

7 

3.11 

Banc  One 

819.0 

12 

3163.0 

16 

92.6 

6 

362.9 

7 

1 1.3 

12.0 

15.8 

12 

2.41 

Boatmen's  Bancshares 

380.5 

7 

1476.3 

7 

33.2 

NM 

129.2 

85 

8.7 

NM 

1  1.7 

9 

3.72 

Comerica 

316.9 

13 

1250.4 

20 

29.0 

2 

77.6 

-31 

9.2 

10.2 

1 1.9 

9 

4.65 

Continental  Bank 

794.6 

1 

3202.5 

16 

22.8 

-80 

286.1 

-9 

2.9 

14.4 

18.7 

4 

4.64 

First  of  America  Bank 

335  9 

12 

1305.5 

18 

27.4 

-14 

122.9 

1  5 

8.2 

10.5 

18.0 

7 

5.88 

I  lib!  DuriK  ^yaicin 

617  4 

28 1 

2534  2 

30 

—  107  0 

2  4 

—2  1 

—0  27 

1 445  2 

1 4 

56 1 1  3 

1 7 

1 22  9 

-10 

358  7 

-30 

8  5 

1 0  8 

14  5 

7 

5  10 

Huntington  Bancshares 

309.1 

22 

1 159.7 

22 

26.6 

6 

108.0 

10 

8.6 

9.9 

17.2 

9 

2.1 1 

Manufacturers  National 

268.5 

6 

1099.1 

19 

28.2 

7 

107.3 

1 1 

10.5 

10.4 

1  6.4 

7 

7.06 

fvii^iiiuuii  i^uiiwiiui 

1 30  7 

-1 2 

762  9 

36 

24  2 

3 

1 87  3 

1 0 1 

1 8  5 

1 5  9 

25  1 

1 1  59 

National  City 

653  3 

-J 

2546  7 

1  4 

68  5 

263  3 

1 3 

1 0  5 

1 0  9 

1 7  5 

8 

4  35 

NbU  bancorp 

659.9 

1 1 

2541 .9 

17 

66.5 

8 

258.8 

14 

10. 1 

10.3 

1 5.5 

8 

3.59 

Northern  Trust 

313  7 

1 8 

1  229  8 

23 

32  4 

-23 

113  2 

4 

10.3 

1  5.8 

23.1 

10 

6.23 

Norwest 

783.2 

1 8 

2929  9 

1 8 

61  1 

9 

237.0 

1  2 

7.8 

8.4 

19.3 

8 

2.52 

Society 

296.5 

15 

1 148.6 

18 

26.3 

2 

1 10.0 

10 

8.9 

10.0 

15.1 

6 

4.63 

c)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

6925.9 

27 

26610.2 

29 

572.1 

8 

2381.1 

14 

8.3 

9.7 

15.1 

8 

3.48 

Barnett  Banks 

781 .0 

1  4 

3037.6 

18 

65.0 

1 3 

256.7 

1 3 

8.3 

8.4 

1 5.2 

8 

4.07 

Citizens  &  Southern 

620.7 

12 

2447.2 

17 

60.3 

1 1 

238.0 

15 

9.7 

9.9 

16.9 

7 

3.67 

Crestar  Financial 

302.4 

7 

1 178.2 

12 

27.5 

23 

103.8 

17 

9  1 

7.9 

14.3 

9 

3.28 

First  Union 

867.2 

12 

3313.2 

14 

39.6 

-44 

256.2 

-14 

4.6 

9.1 

12.4 

8 

2.40 

First  Wachovia 

625.4 

14 

2433.4 

20 

69.0 

1 1 

269.0 

10 

1 1.0 

1 1.3 

15.9 

10 

3.87 

NCNB 

1638.4 

1  18 

6152.4 

1 17 

136.2 

112 

447.1 

77 

8.3 

8.6 

15.0 

10 

4.62 

Signet  Banking 

375.1 

16 

1372.2 

7 

32.7 

16 

123.3 

-19 

8.7 

8.8 

16.7 

6 

4.55 

Southeast  Banking 

183.1 

3 

729.0 

8 

-15.3 

NM 

80.5 

7 

NM 

14.0 

9.5 

7 

2.42 

Sovran  Financial 

687.4 

14 

2651.2 

19 

72.6 

7 

269.2 

1 1 

10.6 

1  1.3 

17.1 

8 

4.49 

SunTrust  Banks 

845.1 

9 

3295.8 

14 

84.6 

7 

337.3 

9 

10.0 

10.2 

16.4 

8 

2.61 

d|  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

9687.3 

5 

37976.4 

14 

224.4 

-68 

2123.5 

1 

2.3 

7.6 

12.7 

9 

3.90 

BankAmerica 

2904.0 

-3 

1 1389.0 

12 

145.0 

-25 

820.0 

50 

5.0 

6.4 

15.6 

7 

3.79 

First  City  Bancorp,  of  Texas 

376.6 

16 

1458.2 

NA 

29.1 

15 

1 12.2 

NA 

7.7 

7.8 

11.3 

7 

4.66 

First  Interstate  Bancorp 

1568.2 

-2 

6534.6 

10 

-325.7 

NM 

-151.9 

NM 

NM 

7.3 

-10.2 

NM 

-3.89 

Security  Pacific 

2663  3 

14 

10072.3 

19 

191  7 

13 

740.6 

16 

7.2 

7.3 

18.1 

6 

6.26 

U.  S.  Bancorp 

450.1 

21 

1672.0 

21 

38.6 

11 

150.8 

22 

8.6 

9.4 

14.3 

9 

3.05 

Valley  National 

293,4 

-2 

1201.3 

5 

-12.8 

NM 

-149.2 

NM 

NM 

6.2 

-33.4 

NM 

-7.55 

Wells  Fargo 

1431.7 

12 

5649  0 

16 

158.5 

17 

601.1 

17 

11,1 

10.7 

23.4 

6 

1  1.02 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

31826.0 

2 

128484.6 

7 

1377.4 

-44 

9503.8 

-8 

4.3 

8.0 

17.9 

10 

3.78 

Air  Products  &  Chemicals  (3i 

652.5 

2 

2653.8 

7 

49.4 

-19 

405.0 

-18 

7.6 

9.5 

14.6 

12 

3.83 

American  Cyanamid 

1 146.9 

4 

4825.0 

5 

38.5 

-37 

210.4 

-4 

3.4 

5.5 

13.3 

16 

3.12 

Arco  Chemical 

606.0 

-19 

2663.0 

-1 

75.0 

-44 

292.0 

-1 

12.4 

18.0 

26.3 

9 

4.22 

Aristech  Chemical 

222.6 

-14 

996.4 

-6 

15.1 

-57 

82.1 

-50 

6  8 

13.5 

23.6 

1 1 

2.36 

Bofoid 

131.0 

-1 

488.9 

-1 

7.7 

78 

15.2 

48 

5.9 

3.3 

4.7 

48 

0.25 
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CORPORATE  SCOREBOARD 


COMPANY 


PROFITS 


COMMON  12 


4th 

Change 

12 

CHANGE 

4th 

CHANGE 

12 

CHANGE 

4th 

4th 

EQUITY 

PRICE- 

MONTHS" 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  MIL. 

$  MIL. 

%  MIL. 

%  MIL. 

12-31 

2-28 

SHARE 

Cabot  (31 

406.6 

-15 

1863.5 

5 

18.4 

-19 

-10.9 

NM 

4.5 

4.7 

-3.6 

NM 

-0.68 

Dexter 

207.4 

2 

848.7 

3 

8.5 

-2 

43.0 

8 

4.1 

4.3 

13.2 

12 

1.73 

Dow  Chemical 

4264.0 

-1 

17600.0 

6 

427.0 

-33 

2487.0 

3 

10.0 

14.8 

29.6 

7 

9.20 

L^U  r  Oni 

8993  0 

Q 
O 

10 

483.0 

—3 

2480.0 

1 J 

A 

O.U 

1 A  n 

J.JO 

Engelhard 

626.3 

-10 

2403.0 

2 

-1 45.9 

NM 

-77.5 

NM 

NM 

2.8 

-9.9 

NM 

-1 .72 

ctnyl 

644.9 

1 2 

243 1 .7 

16 

62.6 

1  4 

219.5 

1  3 

9.7 

9.5 

21.1 

1  3 

1 .83 

Ferro 

269.9 

4 

1083.6 

7 

12.3 

5 

49.7 

7 

4.6 

4.5 

1 5.1 

9 

2.25 

131.5 

36 

489  2 

48 

1  4 

-77 

8  3 

—67 

1  0 

6  3 

4.3 

40 

0  40 

rreepoft-ivicivioKaii 

476.6 

—  1 5 

1 958.2 

1 

26.0 

-57 

1 49.9 

-52 

5.5 

1 0.7 

1 6.3 

1 4 

2. 17 

FiillAr  fl4  R  \  f  n 
ruiici  ^  n>  D.  /  ( 1  ] 

1 89  6 

f  jO.*1 

1  n 
1  u 

5- 1 

5 

15.7 

OA 

O  7 

o.o 

14 

1.64 

GBOTQia  Gulf 

243.2 

—  1 4 

1 1 04.5 

4 

41.2 

—24 

1 92-0 

-1 

17.0 

19.2 

65.8 

5 

7.58 

Goodrich  (B.  F.) 

573.7 

-4 

2419.7 

4 

28. 1 

-30 

171.2 

-17 

4.9 

6.7 

14.2 

6. 43 

vrace  v  w.  k.^ 

1 7 1 9.2 

4 

61  14.6 

6 

83.4 

51 

256.7 

34 

4.9 

3.4 

1 6. 1 

1 0 

301 

Great  American  AAanagement  (5) 

5 1 3.7*  * 

46 

1 800.3 

3 1 

8.6 

-23 

-0.3 

NM 

1 .7 

3.2 

—0.5 

NM 

-0.66 

Great  Lakes  Chemicalj 

237.6** 

52 

847.7 

38 

3 1 .5 

1 4 

1 22.9 

1 9 

1 3.2 

1 7.6 

2 1 .8 

1 3 

3.52 

Hanna  (M.  A.)t 

271.6 

13 

1 109.7 

9 

15.6 

19 

86.9 

4 

5.7 

5.4 

15,6 

7 

3.34 

Hercules 

-/^  ^ 

309 1 .7 

1 0 

—226.9 

NM 

—96.4 

NM 

NM 

0.9 

—4.6 

NM 

—2.09 

lAAC  Fertilizer  Group  (6] 

263.2 

—  1  5 

1 1 56.5 

-2 

2 1 .9 

—41 

1 10.7 

-1  1 

83 

1  1 .9 

1 4.2 

9 

4.20 

Intl.  AAinerals  &  Chemical  (6)^ 

330. 1 

37 

1 1 65.8 

1 2 

9.8 

-35 

83.8 

6 

30 

62 

9,0 

1 6 

3.36 

Lubrizol 

280.6 

1227.9 

9 

15.9 

-79 

94.0 

-28 

5.7 

26.8 

14.2 

13 

2.52 

Monsanto 

2007.0 

7 

868 1 .0 

5 

90.0 

100 

679.0 

1 5 

4.5 

2.4 

1 7-4 

1 1 

10.03 

Morton  International  (6) 

407.7 

1 7 

1 498-5 

1 2 

33.4 

7 

92.4 

-26 

8.2 

8.9 

9.6 

18 

1 .92 

Nolco  Chemical 

283.2 

8 

1 070.8 

8 

32.6 

1 6 

1 19.9 

1 3 

1 1 .5 

1 0.7 

42.8 

1 5 

3.01 

Olin 

600.0 

-4 

2509.0 

9 

31.0 

48 

124.0 

27 

5.2 

3.4 

20.9 

9 

6.02 

Quantum  Chemical 

626.7 

-22 

2671.0 

-9 

18.1 

-80 

114.1 

-68 

2.9 

11.3 

NM 

5 

4.54 

Rexene 

136.9 

-25 

608-6 

-15 

-17.9 

NM 

10.2 

-92 

NM 

16.3 

6.1 

8 

0.32 

Rohm  &  Haos 

623.2 

5 

2660.9 

5 

21.4 

-49 

176.4 

-23 

3-4 

7.1 

13.5 

1 1 

2.65 

Schulman  (A.)  |4) 

164.1 

2 

627.9 

2 

7.6 

12 

31.6 

n 

4.6 

4.2 

17.4 

16 

2.36 

Union  Carbide 

2085.0 

-3 

8744.0 

5 

47.0 

-71 

573.0 

-13 

2.3 

7.5 

24.8 

6 

4.07 

Vista  Chemical  (3) 

170.1 

-11 

7577 

-5 

14.1 

-55 

102.8 

-17 

8.3 

16.3 

NM 

4 

7.83 

Wellman 

167.4 

99 

437.8 

39 

16.0 

52 

54.6 

44 

9.6 

12.6 

29.4 

16 

1.84 

Witco 

379.8 

-1 

1587.8 

0 

-29.0 

NM 

35.0 

-51 

NM 

5.3 

5.8 

20 

1-60 

CONGLOMERATES 


INDUSTRY  COMPOSITE 

50632.7 

4 

188166.0 

6 

2678.5 

29 

9805.8 

35 

5.3 

4.3 

17.8 

12 

3.51 

AIco  Standard  (3| 

1042.8** 

6 

4203.2 

8 

18.5 

-14 

113.1 

11 

1.8 

2.2 

19.0 

1 1 

2.68 

Allied-Signal 

3058.0 

2 

1 1942.0 

0 

115.0 

1  1 

528.0 

14 

3.8 

3.5 

14.9 

10 

3.55 

Dart  Group  mi 

224.2 

19 

874.9 

62 

1.8 

-81 

12.6 

-44 

0.8 

5.1 

4.9 

14 

6.67 

Figgie  International 

348.4 

2 

1313.5 

1 1 

18.5 

-19 

62.9 

5 

5.3 

6.7 

21.1 

10 

3.04 

Fuqua  Industries 

213.3 

-4 

925.7 

-1 

-1.7 

NM 

7.2 

-91 

NM 

NM 

1.8 

62 

0.34 

General  Electric 

16200.0** 

5 

54600.0 

9 

1173.0 

16 

3939.0 

16 

7.2 

6.5 

19.5 

14 

4.36 

Greyhound 

863.4 

3 

3536.9 

7 

28.0 

18 

108.7 

17 

3.2 

2.8 

10.2 

1 1 

2.75 

Household  International 

969.7 

33 

3490.1 

32 

63.4 

33 

218.4 

19 

6  5 

6.6 

18.2 

8 

5.87 

Itel 

550.1 

20 

2121.1 

29 

6.4 

NM 

29.9 

21 

1.2 

0.0 

3.0 

41 

0.47 

ITT 

5100.0 

-2 

20100,0 

4 

257.0 

16 

922.0 

7 

5.0 

4.3 

12.4 

8 

6.52 

LTV 

1577.5 

-6 

6362.1 

-13 

72.3 

-24 

264.9 

NM 

4.6 

5.7 

NM 

1 

2.06 

National  Intergroup  |9) 

717.7 

8 

3008.5 

16 

7.7 

NM 

-2.6 

NM 

1.1 

NM 

-1.2 

NM 

-0.37 

Ogden 

381.0 

21 

1368.8 

26 

8.8 

-46 

67.0 

16 

2.3 

5.2 

14.8 

15 

1.68 

Penn  Central 

468.8 

0 

1725.0 

12 

25.3 

31 

174.1 

85 

5.4 

4.1 

9.1 

10 

2.48 

Premark  International 

698.3 

7 

2592  4 

8 

18.8 

-41 

78.4 

-35 

2.7 

4.9 

10.1 

12 

2.24 

Rockwell  International  (3) 

2884.9 

1 

12533.7 

3 

145.8 

-9 

720.7 

-7 

5.1 

5.6 

17.9 

7 

2.84 

Teledyne 

883.4 

-28 

3531.2 

-22 

38.8 

-60 

150.3 

-62 

4.4 

8.0 

6,5 

24 

2.71 

Tenneco 

3889.0 

8 

14083  0 

6 

205.0 

NM 

584.0 

NM 

5.3 

NM 

17.9 

14 

4.46 

Textron 

2023.5 

2 

7430.5 

2 

77.1 

7 

268.7 

-1 

3.8 

3.6 

10.8 

7 

3.02 

TRW 

1919.0 

12 

7340.0 

5 

64.0 

14 

263.0 

1 

3.3 

3.3 

16.7 

1 1 

4.31 

USX 

4880.0* 

11 

18717.0 

11 

244.0 

54 

965.0 

28 

5.0 

3.6 

16.9 

10 

3.53 

Valhi 

591.7** 

1 

2381.0 

4 

10.2 

-71 

102.3 

27 

1.7 

6  1 

29.9 

18 

0.90 

Whitman 

1  147.8 

14 

39859 

15 

80.7 

19 

228.2 

31 

7.0 

6.7 

54.9 

13 

1.87 

CONSUMER  PRODUCTS 

INDUSTRY  COMPOSITE 

53695.5 

13 

206282.7 

16 

2526.8 

0 

10302.4 

-8 

4.7 

5.3 

20.2 

15 

2.15 

APPAREL 

GROUP  COMPOSITE 

4910.4 

17 

19419.0 

16 

214.1 

-13 

978.4 

2 

4.4 

5.9 

20.3 

14 

1.53 

Brown  Group! 1 1| 

472.7 

4 

1799.8 

6 

9.5 

-25 

21.4 

-52 

2.0 

2.8 

6.4 

20 

1.24 

Crystal  Brands 

215.8 

71 

857.2 

119 

11.5 

-2 

27.4 

68 

5.3 

9.3 

11.7 

9 

3.02 

Fruit  of  the  Loom 

326.0 

34 

1320.9 

31 

19.1 

-48 

72.0 

-1 

5.9 

15.0 

23.6 

12 

1.17 

Hartmarx  (1| 

347.9 

12 

1297.0 

10 

4.1 

-73 

17.4 

-54 

1.2 

4.9 

4.9 

18 

0.89 

Intercoiioi 

376.9 

-31 

1758.9 

-13 

-33.0 

NM 

-75.1 

NM 

NM 

NM 

NM 

NM 

-3.82 

Kellwood  |8| 

209.6 

10 

807.2 

14 

6.3 

-29 

32.2 

3 

3.0 

4.6 

15.8 

8 

2.76 

L.  A.  Gear(i| 

166.4 

160 

617.1 

176 

1 1.6 

86 

55.1 

150 

7.0 

9.8 

35.6 

9 

3.01 

Leslie  Fay 

171.7 

4 

786.3 

15 

2.4 

-49 

25.8 

16 

1.4 

2.8 

16.4 

8 

1.35 

Liz  Claiborne 

375.9 

30 

1410.7 

19 

40.4 

52 

164.6 

49 

10.8 

9.2 

28.7 

12 

1.87 

Nike  (7) 

445.7 

38 

1926.4 

27 

36.8 

48 

197.9 

42 

8.3 

7.7 

29.8 

10 

5.25 

Oxford  Industries  |7) 

142.2 

-8 

553.3 

-6 

3.0 

12 

10.6 

NM 

2.1 

1,8 

9.5 

1 1 

1.07 

Phillips- Van  Heusen  (1 1 1 

232.5 

10 

71 1.1 

13 

14.8 

16 

24.8 

36 

6.3 

6.1 

36.7 

9 

1.73 
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1  ^  «  ^ 

=« 

COMPANY 

SALES 

PROFITS 

MARGINS 

RETURN  ON 

COMMON 

12 

4lli 

CHANGE 

12 

CHANGE 

4lti 

CHANGE 

12 

CHANGE 

41h 

4th 

EQUITY 

PRICE- 

months; 

QUARIER 

fROM 

MONTHS 

FROM 

ni  1  A  DTFB 
WUAK  1  CK 

MONTHS 

FROM 

QUARTER 

OLJARTER 

12  MONTHS 

EARNINGS 

EARNING 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER  , 

$  MIL 

5  MIL 

S  MIL 

J  Mil 

12-31 

2-28 

SHARE  ■ 

Prospect  Group 

182.3 

91  5 

530.2 

963 

-9.2 

NM 

-11.3 

NM 

NM 

NM 

-5-3 

NM 

-0.51 

Reebok  International 

377,6 

14 

1822.1 

2 

35.0 

420 

175.0 

28 

9.3 

2.0 

21.6 

1  1 

1.53 

Russell 

203.8 

35 

688.0 

30 

21.6 

23 

64.7 

20 

10.6 

1  1.5 

16.7 

15 

1.57 

VF 

663.4 

10 

2532.7 

1 

40.3 

5 

176.0 

1 

6.1 

6.3 

22.1 

11 

2.72  ' 

(b|  APPLIANCES  &  HOME  FURNISHINGS 

GROUP  COMPOSITE 

6624.2 

22 

26285.0 

24 

195.0 

-20 

920.8 

—12 

2.9 

4.5 

■ 

1  c 

1  .tJO 

Allegheny  International  (3| 

213.8 

-6 

924.4 

-2 

—3. 1 

NM 

-59.8 

NM 

NM 

0.8 

NM 

NM 

-8.26  : 

Armstrong  )^orld  Industries 

617  7 

2 

2512.5 

10 

31.4 

5 

153.7 

2 

5.1 

4.9 

18.1 

1  1 

3.17 

Best  Buy  |9| 

198.3 

15 

529.5 

4 

6.3 

77 

3.2 

-17 

3.2 

2.1 

5.4 

19 

0.40  1 

Circuit  City  Stores  1 1 0) 

525.9 

21 

1969.0 

22 

14.6 

7 

72.4 

15 

2.8 

3.1 

22.7 

13 

1.58 

Emerson  Radio  |9| 

229.9 

6 

884.2 

23 

15.3 

192 

2.0 

1 .5 

16.4 

9 

0.43 

Highland  Superstores  on 

209.7 

2 

920.6 

7 

1 .6 

73 

-5.2 

NM 

0.7 

0.4 

-4.2 

NM 

-0.29 

Intermark  |9) 

175.4** 

3 

749.8 

5 

-6.8 

NM 

-19.6 

NM 

NM 

4.2 

-33.5 

NM 

-2,16 

Kimball  International  (6) 

159.5 

7 

623.4 

1  4 

1  1.4 

31 

40.0 

27 

7.1 

5.8 

15.2 

1  1 

1.89  1 

La-Z-Boy  Chair  |8| 

159.3 

10 

570.9 

8 

8.8 

7 

26.9 

-2 

5.5 

5.7 

13.5 

12 

1.51 

Ladd  Furniture 

130.6 

38 

453.0 

19 

1.1 

-78 

16.7 

-32 

0.9 

5.5 

12.7 

12 

0.89 

Lancaster  Colony  161 

134.3 

6 

507.4 

6 

5.4 

9 

22.9 

8 

4.0 

3.9 

1 6.2 

1 1 

1 .92 

Leggett  &  Piatt 

243.6 

15 

991.6 

22 

10.3 

1  1 

45.9 

22 

4.2 

4.4 

16.6 

1 1 

2.65 

AAark  IV  Industries  (10) 

204.3 

19 

993.7 

103 

5.8 

1  1 

24.1 

-2 

2.9 

3.1 

16.3 

7 

1.68 

Masco 

781.5 

6 

Q 
O 

6.3 

-89 

oon  o 

0.8 

7.9 

1 7 

1 .42  , 

Maytag 

800.2 

68 

3088.8 

64 

39.8 

20 

131.5 

-3 

5.0 

6  9 

14.3 

14 

1.27 

rier  1  Imports  (10) 

1 J  1  .J 

34 

491.8 

27 

5.7 

33 

24.6 

24 

4.4 

4.4 

13.6 

15 

0.70 

1 37  0 

-6 

635.4 

1 

2.6 

-45 

20.0 

-3 

1.9 

3.2 

19.3 

14 

1.90 

Whirlpool 

1572.0 

53 

6288.6 

42 

49.4 

21 

187.2 

16 

3.1 

4.0 

13.6 

12 

2.70 

|c)  BEVERAGES 

GROUP  COMPOSITE 

1 1454.3 

o 
o 

42257.4 

10 

551.7 

-14 

to 

4.8 

6.0 

91  O 

1  ft 

Anheuser-Busch 

2309.9 

6 

9481,3 

6 

128.1 

2 

767.2 

7 

5.5 

5.7 

25.5 

13 

2.68 

Brown-Forman  (81 

317.0 

5 

1008.4 

-4 

-4.7 

NM 

104.4 

-8 

NM 

13.9 

18.7 

19 

3.71 

Coca-Cola 

2248.9 

1  1 

8965.8 

8 

231.5 

-2 

1 1 92.8 

1  4 

10.3 

1  1.6 

41.6 

20 

3,39 

Coca-Cola  Enterprises 

91 1.8 

2 

3881.9 

0 

QO 
—or 

71.7 

-53 

u.  / 

6.6 

3.5 

34 

0.41 

Coors  (Adolph) 

431 .0 

22 

1763  9 

16 

-19-9 

NM 

13.1 

-72 

NM 

0.6 

1.2 

52 

0.36 

General  Cinema  (2i 

445.9 

25 

1913.8 

19 

7-9 

NM 

1059 

305 

1.8 

NM 

6.7 

16 

1.43  ; 

PepsiCo 

4789,8 

6 

15242.4 

17 

202- 1 

8 

901.4 

18 

4.2 

4.2 

24.6 

17 

3.40  i 

Id)  PERSONAL  CARE 

GROUP  COMPOSITE 

II  177.8 

1  1 
1  1 

1  /  1  .3 

1 A 
IW 

579.1 

3 

1  O 

5.2 

5.5 

1  A 
1  9 

lie 

Albcrto-CulvGr  (3) 

1 76.3 

9 

731,3 

15 

6.6 

20 

30.5 

19 

3.7 

3.4 

19.1 

17 

1.17 

Avon  Products 

1031,9 

2 

3299  6 

8 

72. 1 

27 

152.4 

26 

7.0 

5.6 

46.2 

15 

2.10 

Chemed 

145.6 

0 

591.8 

18 

5.7 

55 

26.2 

27 

3.9 

2.5 

21.9 

13 

2.61 

Clorox  (6) 

295.6 

9 

1452. 1 

13 

27.0 

6 

152.1 

8 

9.1 

9.4 

19.0 

14 

2.75 

1 285  5 

6 

5038,8 

6 

62.5 

NM 

280.0 

83 

4.9 

0.1 

38.0 

14 

3.97 

340.7 

9 

1305,6 

8 

-19-3 

NM 

3,1 

-93 

4.5 

0.7 

NM 

0.10 

Gillette 

1052.0 

9 

3818,5 

7 

79-4 

29 

284,7 

6 

7.5 

6.4 

366.3 

18 

2.70 

Helene  Curtis  Industries iio) 

169.8 

4 

699,6 

17 

2.7 

-27 

15,7 

22 

1.6 

2.2 

11.1 

12 

1.68 

IntI  Flavors  &  Fragrances 

188  6 

4 

869  5 

4 

24-4 

5 

138,6 

8 

12.9 

12.8 

19.0 

15 

3.65 

NCH 18) 

151,4 

1 6 

604.9 

1 5 

10-0 

18 

38,8 

1 6 

6,6 

6.5 

20. 1 

1  J 

4,46 

Procter  &  Gamble  (6| 

60250 

14 

22605.0 

1 1 

350-0 

8 

1395  0 

24 

5.8 

6.2 

23.8 

16 

3.99 

Stanhome 

181,2 

28 

571.4 

19 

17-1 

7 

44.6 

10 

9.4 

11.3 

28.9 

12 

2.23 

Tambrands 

134.2 

-1 

583.4 

4 

-59  0 

NM 

1.7 

-98 

NM 

10.9 

0.5 

0.08 

|el  TOBACCO 

GROUP  COMPOSITE 

19528.7 

14 

76149.8 

22 

986.8 

17 

209«>*  1 

— .>9 

5.1 

4.9 

1  Otd 

1  fti 

1  .Ol 

American  Brands 

2890.0** 

-4 

1 1921.0 

-1 

1 72-0 

33 

630.8 

17 

6.0 

4.3 

21.5 

10 

6.51 

Culbro 

234.4*** 

0 

946.9 

0 

0-5 

NM 

1.1 

159 

0.9 

NM 

0.26 

Oibrell  Brothers  (6) 

221.2 

-6 

702.0 

16 

3  2 

-32 

14.7 

13 

1.4 

2.0 

19.0 

10 

2.22 

Liggett  Group  (9) 

173.6** 

17 

554,3 

13 

13-5 

6 

27.2 

-12 

7.8 

8.6 

32.0 

9 

1.13 

Philip  Morris 

1  1 147.0* 

29 

44759.0 

41 

863-0 

152 

2946.0 

39 

7.7 

4.0 

33.1 

12 

3.18 

RJR  Nabisco 

3539.0 

0 

12764,0 

1 

-138-0 

NM 

-1 172.0 

NM 

NM 

8.2 

-86.5 

NA 

-4.24 

Standard  Commercial  (9) 

254.1 

-1 1 

925.4 

6 

1-3 

-20 

-2.5 

NM 

0.5 

0.6 

-1.8 

NM 

-0.30 

Universal  (6) 

891.3** 

-1 

2895  1 

6 

26-3 

2 

47.3 

-24 

2.9 

2.9 

11-9 

1  1 

2  79 

UST 

178.0* 

14 

682  5 

10 

45-0 

14 

190.5 

17 

25.3 

25.2 

39-2 

16 

1.63 

7  CONTAINERS  &  PACKAGING 

IKDUSTRY  COMPOSITE 

4516.0 

18 

17300.1 

16 

280.8 

-14 

1211.4 

1 

6.2 

8.5 

19.7 

8 

3.98 

(o)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

760.2 

18 

3132.2 

8 

18.7 

173 

130.0 

3 

2.5 

1.1 

13.0 

16 

2.58 

Ball 

306.7 

32 

1222.4 

14 

-0.1 

NM 

35.8 

9 

NM 

NM 

10,1 

20 

1.44 

Crown  Cork  &  Seal 

453.5 

10 

1909.8 

4 

18.8 

3 

94.2 

1 

4.1 

4-4 

14.4 

14 

3.58 

(b)  !»APEa 

CROUP  COMPOSITE 

3755.8 

18 

14167.9 

18 

262.1 

-18 

1081.4 

0 

7.0 

10.1 

21.0 

7 

4.25 

Bemis 

269.0 

-1 

1076.7 

1 

14.6 

16 

47.0 

19 

5.4 

4-7 

18.1 

16 

1.80 

Federal  Paper  Board 

421.3 

14 

1310.1 

17 

57.9 

0 

205.5 

43 

13.7 

15-7 

30.9 

4 

5.00 

Gaylord  Container  (3) 

183.0 

0 

746.3 

4 

2.0 

-84 

29.0 

-39 

1.1 

6-8 

16.1 

4 

1.83 
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If  This  Reminds 
You  Of  Your  Database, 
TryQ&A. 

Youi"  company's  database.  It's  great  for 
holding  data.  But  when  vo/^  try  to  get  at 
it,  well,  cracking  a  safe  would  be  easier. 
That's  why  managers  like  you  need  Q&A® 
software. 

With  Q&A,  getting  today's  sales 
information  for  tomorrow's  report  is 
literally  as  easy  as  typing  in  this: 


Q&A  is  the  only  full-powered  database 
that  perfonns  wonders  like  this  with  one 
-simple,  plain  English  question.  Which 
means  you  can  get  today's  work  done 
today.  Without  calling  a  progi'ammer. 

But  even  though  it's  easy,  award 
winning*  Q&A  has  the  power  to  do 
everytliing  from  invoicing  and  customer 
tracking,  to  expense  reports  and  mail 
merge.  Today.  It  has  multi-file  database 
lookup  and  reporting.  And  lets  multiple 
users  on  networks  safely  share  record 
locked,  password  protected  data. 

And  best  of  all,  Q&A  can  use  your 
company's  ASCII  or  dBASE'^'  data  files. 
So  there's  no  reentering  infomiation, 
no  company  standards  problems,  and  no 
incompatibility  headaches. 

That's  why  managers  at  companies 
like  American  Express  and  PepsiCo 
use  Q&A.  Tiy  it.  You'll  see  that  if  there's 
database  work  you  need  done  today,  Q&A 
can  do  it.  Today. 

FREE  DEMO  DISK,  OR 
TRIAL-SIZE  VERSION 
FOR  ONLY  $9.95 
(800)  228-4122  Ext.  460BW 


SYMANTEC. 


The  Database  That 
Can  Do  It,  Today. 


■-vmantec  Corporation,  10201  Torre  Avenue.  Cupertino.  CA9.5014.  408/253-9600. 

iJ^Aaiwrdy  #1  CiJiporalcSiJliifiiitmnFC  Wnk  11X9.  I'L  WmU's  BrsI  Buy  71X8.  imdWorUCla^^^lHH.  Sufhmre  Diuest  #1  Fik  Manager2l88:  InfnWnri<i9.3  ralmg5l88. 
'  c  Magazine  Ediln/s  Choice  'H7a>id  '88.  and  Technical  Exceilence  1988.  Q&A  is  a  tradeniufk  of  Symantec  Corporallnn.  dBASE  is  a  registered  trademark  o/Ashtnn  Tate,  Inc. 
!989Symantec  Corpciratimi 


IN  THE 

DEVELOPING 

WORLD 
WATER  IS  A 
DIRTY  WORD 


liigvie« 
lilioicti 

SiiieC«( 

WerHs 
JormiflS 
Oi» 

Itnsolidi 
iiilroW 
tiytojH 
NMDe 


iopiiii 


ituieswo 

KhiIiii 
kiibt 

lilM.':' 

lowe's ' 
NoyDep 

Memiilil 
ftriy-C'i 
feyeiff 
Htimon-f 

Mslw 

taeyli 

Wee: 

loie'iSli 
loiiSloii 

i!f»iteM 

"       •<  T  T  '  W 

/      1»  (    ^  Sliowbriii 

IH,: 

loyi'CU 

Won: 
Wol-Moil 
iolesol 


Thousands  of  children  are  dying  from  drinking  ri^ri'^-  ■ 
unsanitaiy  water  eveiy  day  and  we  need  your  help .  tmm 

Please  call  1-800-252-KIDS  to  find  out  how  you,  "~ 
your  friends  and  your  community  can  get  involved.  ^^^'^ 
You'll  be  helping  to  save  a  child's  life.  Please  call. 


A  future  for  every  child.  1-800-252-KIDS 


Dept.  211  * 

United  States  Committee  for  ^  *fitj 

unicef  ^} 

United  Nations  Children's  Fund 

*iis 


Agency:  MacNamara.  Clapp  &  Klein,  Inc. 

70D-CA 


COMPANY  SAUS   PROFITS  

MARGINS  8ETURN  ON 

COMMON  12 


4lh 

CHANGE 

12 

CHANGE 

4lh 

CHANGE 

12 

CHANGE 

4th 

4lh 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  MIL 

$  MIL. 

$  MIL 

$  MIL 

12-31 

2  28 

SHARE 

Longview  Fibre  |2| 

181.4 

1 

697.7 

6 

13.6 

-40 

66.5 

-31 

7.5 

12.6 

17.3 

10 

6.04 

Potlatch 

315,8 

1  1 

1227.6 

13 

40.0 

21 

136.7 

22 

12.7 

1  1.6 

20.3 

8 

4.79 

Sonoco  Products 

404.7 

0 

1655.8 

4 

24.7 

1 

103.6 

8 

6.1 

6.0 

20.6 

13 

2.36 

Stone  Container 

1449.0 

48 

5329.6 

42 

65.0 

-41 

285.8 

-16 

4.5 

1  1.2 

22.7 

4 

4.76 

Temple-Inland 

531.6 

5 

2124.0 

5 

44.4 

-6 

207.4 

4 

8.4 

9.4 

17.0 

8 

7.50 

8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

65020.9 

12  235436.6 

13 

2662.4 

27 

7753.7 

21 

4.1 

3.6 

17.7 

14 

2.36 

Ames  Department  Stores  in} 

1 140.0 

118 

5134.1 

138 

-1.9 

NM 

0.2 

NM 

NM 

2.0 

-2.8 

NM 

-0.31 

Carter  Hawley  Hale  Stores  [5] 

658.8** 

3 

2809.5 

6 

-3.4 

NM 

8.0 

71 

NM 

NM 

NM 

16 

0.35 

Charming  Shoppes(i  i) 

1 92  5 

10 

787.4 

1 5 

7  ^ 

—  1 8 

42  8 

49 

3  7 

4  9 

1 6.9 

10 

0.85 

^■niiu  won  a  [  i  1 1 

1 57  3 

2 

834.0 

—4  1 

 NM  

8  5 

7 

4  4 

1 6 

0.74 

Consolidated  Stores  (1 1 } 

135.9 

-8 

616.3 

2 

-1.3 

NM 

11.8 

-33 

NM 

2.8 

7.9 

7 

0.26 

Costco  Wholesale  (4) 

834.0 

44 

3254.3 

48 

6.9 

145 

31.1 

125 

0.8 

0.5 

12.4 

30 

1.06 

Dayton  Hudson  (i  i) 

3236.0** 

13 

13258.8 

1 3 

64.0 

40 

342. 1 

A'i 

0  r\ 
z.u 

1  A 
1 .0 

22  5 

1 4 

4  27 

727  2** 

20 

2836.4 

1 6 

24  2 

40 

1 28  2 

3 1 

3.3 

2.9 

13.1 

1 6 

3.90 

Dollar  General  (ni 

145.6 

-5 

613.2 

0 

2.8 

12 

11.0 

18 

1.9 

1.6 

9,6 

15 

0.61 

Edison  Brothers  Stores  i  n ) 

263.5 

18 

1031.6 

15 

15.8 

93 

56.3 

NM 

6.0 

3.7 

25.5 

NA 

NA 

Family  Dollar  Stores  |4) 

206.8 

20 

791.9 

1  4 

6.0 

10 

22.1 

-21 

2.9 

3.2 

1 2, 1 

1 3 

0.80 

Gap(i  11 

405.6 

26 

1465.1 

23 

34.2 

29 

95.6 

50 

8.4 

8.2 

30.0 

20 

2.70 

Grossman's 

182.5 

-36 

1052.1 

-8 

1.3 

126 

17.6 

33 

0.7 

0.2 

15.2 

6 

0.67 

Hechinger(n) 

306.9 

22 

1 164.6 

23 

5.4 

-55 

35.4 

-24 

1.8 

4.8 

9,1 

12 

0.98 

Hills  Department  Stores  in  i 

526.8 

19 

1929.1 

20 

2.8 

-21 

-0.7 

NM 

0.5 

0.8 

NM 

NM 

-0.18 

Home  Depotn  i| 

699.7 

37 

2570.1 

39 

25.6 

50 

101.3 

37 

3.7 

3.4 

21.6 

28 

1 .30 

Home  Shopping  Network  (4) 

255.2 

27 

829.0 

1 1 

15.3 

146 

-13.0 

NM 

6.0 

3.1 

-8.1 

NM 

-0.16 

Jameswoyiii) 

204.6 

7 

831.1 

1 1 

1.4 

-65 

4.9 

-50 

0.7 

2.1 

3.8 

14 

0.35 

K  martini 

6782.0** 

5 

28553.0 

6 

104.0 

-17 

736.0 

1 

1.5 

2.0 

14.5 

9 

3.67 

Lands'  End(ii) 

131.6 

31 

532.5 

34 

5.6 

2 

28.6 

6 

4.3 

5.5 

27. 1 

12 

1 .42 

Limited  (1 1) 

1  1 10.4 

10 

4421.3 

19 

84.9 

21 

314.0 

67 

7.6 

7.0 

28.5 

20 

1.74 

Lowe's  (11) 

702.7 

8 

2620.6 

7 

20.3 

28 

76.6 

32 

2.9 

2.4 

12.0 

13 

2.06 

May  Department  Stores  1 1 1 ) 

2276.0** 

5 

10415.0 

15 

97.0 

-3 

508.0 

13 

4.3 

4.6 

18.4 

12 

3.55 

Melville 

2518.9 

10 

7554.0 

1 1 

238. 1 

16 

398.1 

12 

9.5 

9.0 

24.8 

12 

3.56 

Mercantile  Stores  1 1 1 1 

554.7** 

2 

2304  5 

4 

34.1 

-16 

135.1 

1 

6.2 

7.4 

13.0 

9 

3.67 

Merry-Go-Round  Enterprises  |i 

1)  130.1 

63 

401.1 

48 

8.0 

92 

17.4 

94 

6.2 

5.2 

19.1 

19 

1.11 

Meyer  (Fred)  ii  i) 

503.9 

8 

2180.0 

9 

3.0 

-40 

31.5 

-10 

0.6 

1.1 

1  1.5 

13 

1.27 

Neiman-Marcus  Group  (S| 

399.1 

20 

1535.1 

22 

1 1.9 

20 

27.2 

87 

3.0 

3.0 

NM 

NM 

0.09 

Nordstrom  (1 1| 

572.4 

18 

2578.7 

19 

22.0 

10 

131.0 

20 

3.8 

4.1 

18.5 

18 

1.60 

Penney  (J.  C.)(i2) 

5263.0** 

9 

16103.0 

9 

367.0 

-16 

802.0 

-1 

7.0 

9.0 

29.6 

10 

6.31 

Petrie  Stores  (11) 

296.8 

4 

1255.3 

6 

2.1 

-66 

31.5 

-21 

0.7 

2.1 

5.0 

32 

0.67 

Price  (4| 

1860.3** 

16 

5268.8 

19 

44.3 

14 

122.5 

19 

2.4 

2.4 

21.0 

15 

2.46 

Rose's  Stores  (1 1| 

345.3 

2 

1465.7 

5 

0.2 

-94 

8.3 

-25 

0.1 

1.2 

4.2 

1 1 

0.42 

Ross  Stores  (1 1) 

175.3 

17 

704.3 

17 

4.2 

18 

31.0 

53 

2.4 

2.4 

35.5 

8 

1.25 

Sears,  Roebuck 

15175.6** 

4 

53793.9 

7 

602.1 

227 

1445.8 

40 

4.0 

1.3 

10.9 

10 

4.12 

Service  Merchandise 

1402.9 

8 

3307.1 

7 

74.2 

-8 

72.0 

-6 

5.3 

6.2 

NM 

4 

1.39 

Spiegel 

656.0 

21 

1650.7 

21 

49.5 

21 

73.3 

29 

7.5 

7.5 

20.1 

14 

1.41 

Strawbridge  &  Clothier(l  l| 

206.7** 

0 

922.1 

6 

2.2 

-38 

26.5 

6 

1.1 

1.8 

12.6 

10 

3.12 

TJXdii 

563.5 

8 

2097.4 

-35 

29.6 

26 

71.9 

54 

5.2 

4.5 

18.9 

12 

1.15 

Toys 'R' Us  (11) 

916.2 

18 

4348.8 

19 

28.7 

1 1 

275.9 

22 

3.1 

3.3 

18.8 

26 

1.41 

U.  S.  Shoe  (11) 

645.6 

10 

2492.3 

10 

19.8 

NM 

51.4 

871 

3.1 

0.2 

9.6 

18 

1.14 

Waban{ii| 

513.5 

24 

1975.0 

NA 

6.3 

82 

25.9 

NA 

1.2 

0.8 

10.0 

NA 

NA 

Wal-Mart  Stores  (12) 

8107.5 

24 

25810.7 

25 

425.9 

32 

1075.9 

29 

5.3 

4.9 

32.7 

21 

1.90 

Wholesale  Club(ii| 

137.3 

35 

517.8 

41 

0.3 

-49 

4.3 

21 

0.3 

0.7 

8.3 

22 

0.62 

Wool  worth  (121 

2795.0** 

10 

8820.0 

9 

175.0 

22 

329.0 

14 

6.3 

5.7 

21.2 

1 1 

5.1 1 

9  ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

26177.9 

7 

99316.3 

9 

I7I8.I 

127 

5587.9 

20 

6.6 

3.1 

15.1 

13 

2.77 

a|  ELEaRICAL  PRODUaS 

GROUP  COMPOSITE 

8533.2 

4 

32028.5 

6 

579.3 

13 

2163.8 

7 

6.8 

6.2 

18.3 

13 

3.12 

Ametek 

152.1 

20 

587.8 

13 

7.3 

54 

38.3 

9 

4.8 

3.8 

19.8 

14 

0.87 

Cooper  Industries 

1450.6** 

22 

5129.4 

20 

89.9 

20 

267.8 

19 

6.2 

6.3 

14.1 

15 

2.51 

Emerson  Electric  (3) 

1646.1 

-4 

6997.6 

3 

141.9 

4 

593.1 

10 

8.6 

8.0 

19.3 

14 

2.66 

Genlyte  Group 

130.1 

4 

51 1.3 

4 

3.2 

19 

12.3 

7 

2.5 

2.2 

26.9 

9 

0.95 

Hubbell 

174.4 

13 

668.8 

9 

20.2 

10 

79.4 

1  1 

11.6 

1 1.9 

19.0 

15 

2.78 

MagneTek  (6) 

250.0 

9 

992.5 

7 

5.9 

147 

25.9 

37 

2.4 

1.0 

24.1 

8 

1.18 

National  Service  Industries  (4) 

400.1 

8 

1567.9 

9 

24.2 

5 

96.0 

9 

6.0 

6.2 

15.3 

13 

1.95 

Raychem  (6| 

285.8 

3 

1099.0 

0 

5.3 

-65 

25.4 

-75 

1.8 

5.5 

3.4 

38 

0.73 

Square  D 

393.0 

-1 

1630.5 

7 

1 1.4 

-56 

103.9 

-8 

2.9 

6.5 

16.6 

13 

4.06 

Westinghouse  Electric 

3651.0 

0 

12843.7 

3 

270.0 

30 

921.7 

12 

7.4 

5.7 

22.6 

1 1 

6.31 

b)ELEaRONICS 

GROUP  COMPOSITE 

8572.9 

11 

32846.7 

13 

414.0 

5 

1600.8 

7 

4.8 

5.1 

15.3 

11 

4.11 

E-Systems 

433.8 

12 

1626.4 

13 

23.2 

14 

83.0 

1 1 

5.3 

5.3 

15.4 

1 1 

2.65 

General  Instrument  (iO) 

340.5 

-5 

1354.9 

7 

21.8 

-1 

87.6 

4 

6.4 

6.1 

19.0 

12 

2.77 

Harris  (6) 

761.1 

55 

2776.3 

61 

30.8 

10 

121.6 

24 

4.0 

5.7 

12.5 

9 

3.13 

Litton  Industries  (5) 

1215.4 

-1 

5009.5 

2 

43.6 

0 

178.2 

5 

3.6 

3.5 

13.5 

10 

7.09 
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MARGINS 

RETURN  ON 

COMMON 

1 

4lh 

CHANGE 

12 

CHANGE 

4th 

CHANGE 

12 

CHANGE 

4lh 

4th 

EQUITY 

PRICE. 

MONTHS'  1 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGSl 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER  1 

$  MIL 

$  Mil 

S  Mil 

% 

$  MIL 

% 

% 

12-31 

228 

SHAKE  1 

Loral  19) 

301.2 

-3 

1 156.4 

-9 

16.0 

2 

69.2 

4 

5.3 

5.1 

12.6 

1  1 

2.75  1 

Motorola 

2652.0 

21 

9620.0 

17 

132.0 

6 

498.0 

12 

5.0 

5.7 

13.5 

15 

3.83  1 

Raytheon 

2244.0 

2 

8795.8 

7 

1 37.0 

8 

528.9 

8 

6.1 

5.8 

22.4 

8 

8.01  1 

SCI  Systems  (6) 

307. 1 

37 

1 133.3 

26 

2. 1 

-52 

4.6 

-77 

0.7 

2.0 

2.8 

45 

0.22  1 

Varian  Associates  (31 

317.7 

1 1 

1 374.0 

1 5 

7.6 

-19 

29.8 

-46 

2.4 

3.3 

7. 1 

1 4 

1 .47  1 

{c)  INSTRUMENTS 

GROUP  COMPOSITE 

4475.0 

8 

16977.6 

10 

4S4.2 

NM 

896.5 

NM 

10.2 

NM 

16.1 

9 

3.45  1 

HA^vmnn  lnc4nimon4c 

199.7 

0 

785.9 

2 

10.4 

_7 

4 1 .9 

_  ] 

5.2 

5.6 

17  1 

1 0 

1  47  I 

Fox  boro 

1 47  6 

3 

597  8 

1  ] 

-15  3 

—4  6 

NM 

2.7 

—2  3 

—0  37  1 

General  Signal 

477.5 

3 

1918.3 

9 

22.0 

7 

78.5 

211 

4.6 

4.5 

16.1 

12 

4.12  1 

Honeywell 

1609.9 

1 

6058.6 

3 

371.5 

NM 

550.3 

NM 

23.1 

NM 

30.5 

6 

12.92  1 

Imo  Industries 

283.7 

43 

851.4 

24 

11.3 

26 

33.9 

20 

4.0 

4.5 

10.6 

9 

1.88  1 

Johnson  Controls  |3) 

1070.8 

24 

3894.0 

21 

28.3 

-8 

95.0 

-9 

2.6 

3.6 

9.0 

1 1 

2.39 

fViiiiipore 

171.8 

1 

657.5 

6 

1 7.0 

1 

52.9 

-3 

9.9 

9.8 

13.6 

1 4 

1 .90 

Perkin-Elmer  (5) 

1 83.9 

6 

794.2 

32 

8.5 

-1 2 

45.8 

46 

4.6 

5.5 

7.4 

22 

1.05 

Tektronix  |7) 

330. 1 

-2 

1419.9 

-1 

0.5 

-94 

2.9 

NM 

0.1 

2.2 

0.6 

NM 

0.09 

(d)SEMICONDUaORS 

GROUP  COMPOSITE 

4596.8 

6 

17463.7 

7 

270.5 

20 

926.8 

-28 

5.9 

5.2 

9.9 

21 

1.33 

^OVOilttrU  IVIIti  V  l^CVItCa 

285  3 

1 5 

11046 

_2 

1 1  8 

NM 

46  1 

1 38 

4.1 

NM 

5  2 

1 8 

0  44 

AMP 

680  0 

_2 

2797  0 

69  0 

—  19 

280  9 

- 1 2 

10.1 

12.2 

1  /  .J 

1 8 

Intel 

895.0 

23 

3126.8 

9 

122.7 

43 

391.0 

-14 

13.7 

11.8 

15.3 

19 

2.07 

LPL  Technologies 

171.5 

14 

630.5 

8 

4.1 

3 

27.9 

201 

2.4 

2.7 

71.0 

4 

3.68 

LSI  Logic 

138.4 

16 

546.9 

44 

-1.7 

NM 

-24.9 

NM 

NM 

3.7 

-8.4 

NM 

-0.60 

Molex  |6| 

146.4 

2 

579.1 

5 

14.2 

69 

62.5 

1  1 

9.7 

5.8 

14.2 

17 

2.48 

National  Semiconductor  (7) 

416.8 

3 

1612.8 

30 

2.4 

NM 

-202.2 

NAA 

0.6 

NM 

-25.8 

NM 

-2.08 

Texas  Instruments 

1724.4 

0 

6521.9 

1 

35,9 

-62 

291.7 

-20 

2.1 

5.5 

13.0 

1 1 

304  1 

Thomas  &  Betts 

139.2 

7 

544.1 

6 

12  1 

-12 

53.7 

-8 

8.7 

10.6 

16.3 

17 

3.16  1 

COMPANY 


SALES 


PROFITS 


10  FOOD 


INDUSTRY  COMPOSITE 

65514.0 

8 

254122.8 

12 

1721.6 

14 

5752.7 

-4 

2.6 

2.5 

18.5 

18 

1.63 

(a|  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

10875.4 

2 

44006.4 

13 

128.3 

6 

459.0 

8 

1.2 

1.1 

14.0 

15 

1.65 

Fleming 

2877  2 

-8 

12045.3 

15 

20.9 

-1 

80.1 

22 

0.7 

0.7 

1 1.0 

12 

2.54 

International  Multifoods  lioi 

550.2 

5 

1975.9 

4 

9.1 

-19 

28.3 

-21 

1.7 

2.2 

9.3 

1 1 

2.20 

Nash  Finch 

522.4** 

3 

2223.8 

6 

4.4 

31 

13.2 

-28 

0.8 

0.7 

8.5 

18 

1.21 

Richfood  Holdings  (8) 

247.2 

-16 

1  180.8 

1 

0.2 

-67 

-4.4 

NM 

0.1 

0.2 

-10.4 

NM 

-0.43 

Rykoff-Sexton  i8i 

358.3 

8 

1356.4 

1 1 

4.7 

-19 

18.6 

-3 

1.3 

1.7 

10.1 

10 

1.58 

Super  Food  Services  I4i 

409.1** 

5 

1709.8 

7 

3.7 

5 

16.1 

8 

0.9 

0.9 

14.6 

1  1 

1.51 

Super  Valu  Stores (loi 

2669.8 

8 

10999.5 

10 

37.5 

9 

141,6 

9 

1.4 

1.4 

16.6 

14 

1.89 

Sysco  161 

1888.2 

9 

7326.0 

32 

33.7 

23 

1 19.6 

23 

1.8 

1.6 

17.7 

20 

1.32 

Wetterou  |9) 

1352.9 

4 

5188.9 

7 

14.1 

6 

45.9 

9 

1.0 

1.0 

18.6 

13 

1.94 

(b|FOOD  PROCESSING 

GROUP  COMPOSITE 

29560.3 

9 

113011.4 

11 

1320.6 

4 

4250.4 

-5 

4.5 

4.7 

18.1 

18 

1.86 

Archer  Daniels  Midland  (6| 

1785.3 

-4 

7745.2 

5 

132,2 

32 

482.3 

32 

7.4 

5.4 

14.4 

12 

1.71 

Borden 

1952.9 

-2 

7593.4 

5 

99.9 

6 

-60.6 

NM 

5  1 

4.7 

-3.8 

NM 

-0.41 

Campbell  Soup  i5i 

1523.5 

14 

5862.5 

17 

83.0 

20 

26,7 

-89 

5.4 

5.2 

1.4 

NM 

0.20 

Castle  &  Cooke 

700.1 

19 

2717.8 

10 

23.8 

23 

94.9 

-15 

3.4 

3.3 

1 1,7 

21 

1.60 

ConAgra  |7| 

3860.5 

36 

13557.1 

30 

63.9 

13 

216,8 

26 

1.7 

2.0 

21.4 

14 

1.76 

CPC  International 

1298.4 

10 

5103.1 

9 

89.5 

9 

327.5 

13 

6.9 

7.0 

26.2 

15 

4.22 

Curtice-Burns  Foods  (6> 

254.9 

12 

895.8 

20 

4.2 

-13 

14.5 

-8 

1.6 

2.1 

14.9 

14 

1.73 

Dean  Foods  |7) 

487.5 

12 

1783.1 

1 1 

14.2 

4 

61.5 

33 

2.9 

3.2 

18.0 

14 

2.33 

Flowers  Industries  |6| 

195.4 

9 

821.7 

9 

6.7 

-18 

25.3 

-38 

3.4 

4.5 

12.4 

25 

0.73 

General  Mills  I7| 

1626.6 

16 

5953.9 

15 

91.4 

1  1 

343.5 

15 

5.6 

5.9 

42.0 

15 

4.19 

Gerber  Products  (9| 

269.2 

13 

1 1 14.0 

10 

17.5 

-7 

95.1 

24 

6.5 

7.9 

27.0 

16 

2.49 

Heinz  (H.  J.)(8i 

1531.1 

7 

5979,8 

8 

125.4 

14 

472.2 

14 

8.2 

7.7 

26.6 

16 

1.79 

Hershey  Foods 

680.9 

1 

2421.0 

12 

54.1 

17 

171.1 

18 

7.9 

6.9 

15.9 

16 

1.90 

Hormel  (Geo.  A.)  (2) 

699.1 

7 

2340.5 

2 

32.3 

12 

70.1 

16 

4.6 

4.4 

14.9 

16 

0.92 

Hudson  Foods  |3| 

149.4 

10 

633,8 

14 

0.2 

-90 

21.3 

90 

0.1 

1.2 

18.8 

8 

1.59 

IBP 

2244.1 

-6 

9128,6 

1 

13.7 

-40 

35.3 

-43 

0.6 

1.0 

7.2 

23 

0.74 

Imperial  Holly  |9| 

198.3 

13 

716,4 

18 

8.7 

-20 

24.8 

86 

4.4 

6,2 

23.6 

8 

3.94 

Kellogg 

1088.2 

0 

4651.7 

7 

57.9 

-43 

422.1 

-12 

5.3 

9.2 

26.0 

18 

3.46 

Lance 

131.6 

-1 

432.1 

6 

14.2 

46 

44.9 

15 

10.8 

7.3 

21.1 

15 

1.42 

McCormick  11) 

361.5 

0 

1246.1 

2 

20.3 

17 

52.5 

48 

5.6 

4.8 

15.6 

18 

1.20 

Pilgrim's  Pride  (3| 

162.7 

9 

673.8 

21 

0.2 

-76 

19.6 

NM 

0.1 

0.6 

22.5 

9 

0.87 

Quaker  Oats  (6) 

1344.3 

0 

5729,4 

2 

21.4 

-43 

197.7 

-21 

1.6 

2.8 

18.0 

19 

2.49 

Ralston  Purina  |3) 

1881.2 

12 

6858,4 

13 

130.3 

-1 

350.1 

-6 

6.9 

7.8 

35.1 

15 

5.41 

Sara  Lee  |6| 

3105.9 

1 

1 1746.0 

5 

149.3 

9 

440.7 

17 

4.8 

4.5 

20.7 

15 

1.82 

Savannah  Foods  &  Industries 

296.2 

14 

1096.7 

20 

12.4 

17 

41.1 

105 

4.2 

4.1 

25.4 

16 

1.53 

Smithf  ield  Foods  isi 

214.4 

6 

775.8 

-5 

1.1 

-60 

5.5 

-68 

0.5 

1.4 

13.8 

16 

0.67 

Thorn  Apple  Valley  |7| 

162.3 

1 1 

630.6 

8 

1.1 

-68 

1.5 

-70 

0.7 

2.3 

5.2 

14 

0.45 

Tyson  Foods  pi 

900.8 

79 

2936.6 

47 

23.0 

16 

103.7 

24 

2.6 

4.0 

23.2 

17 

1.59 

Universal  Foods  !3) 

224.3 

20 

873  9 

21 

13.4 

23 

42.5 

42 

6.0 

5.8 

20.9 

15 

1.69 

Wrigley  (Wm.)  Jr. 

229.8 

13 

992.9 

1 1 

15.3 

13 

106.1 

22 

6.7 

6.7 

30.9 

18 

2.70 
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Bob  and  I  were  having  lunch  the 
other  day,  a  nd  ive  started  comparing 
brokerage  accounts.  As  it  turns  out, 
I  have  a  much  better  deal.  I  have 
Schwab  One? 


"Bob  pays  $80  for  a  brokerage 
account  with  checking.  I  pay  zip." 


Bob  has  a  "cash  management" 
account  with  a  full  commission 
broker.  When  he  needs  money, 
he  can  write  a  check. 

So  can  I.  But  I  don't  pay  for  the 
privilege.  I  have  a  Schwab  One 
brokerage  account. 

All  the  bells  and  whistles. 

With  Schwab  One,  1  can  invest  in 
stocks,  options,  mutual  funds, 
bonds— same  as  Bob. 

1  can  write  checks,  use  my 
free  VISA®  debit  card,  earn 
income  on  any  between -invest- 
ment cash,  and  borrow  against 
my  portfolio.  Again,  just  like 
Bob.  So  what's  the  difference? 

No  annual  fee.  Low  opening        The  bottom  line? 
balance.  Commission  discounts.  Schwab  One's  a 
There's  7io  annual  fee.  While  better  deal.  And 


Compare 
Schwab  One  to 
Similar  Accounts 

Annual 

Fte 

Initial 
Deposit 
Required 

24-Hour 
Service 

Commission 
Discounts 

Schwab(5ffl 

Free 

$5,000 

Yes 

Yes 

Merrill  Lynch 

Cash  Mgmt  Account 

$80 

$20,000 

No 

No 

Dean  Witter 

Active  Assets  Account 

$80 

$10,000 

No 

No 

Shearson  Lehman 

Financial  Mgmt  Account 

$100 

$10,000 

No 

No 

Bob  agrees. 
When  he 
switches  to 
Schwab  One,  he'll 
save  $80.  And 
he'll  save  even 
more  with 
Schwab's  low 
commissions. 
Bob  owes  me 
one. 

For  free  Schwab 
One  information 


Based  on  a  survey  conducted  by  Schwab  in  November,  1989. 

Bob  pays  $80, 1  pay  zip.  And  it  without  sales  pressure  visit 
only  takes  $5,000  to  open  Schwab  today  or  call: 

Schwab  One.  That's  cash,  stocks,  o/\/\  noo  rro/\rk 

or  any  combination.  X-oUU-y^^-7oU0 


Charles  Schwab 


Member  SIPC 

©Charles  Schwab  &  Co,  Inc. 


We  give  you  more  ways  to  siLCceed, 


COMPANT 

SALES 

PROFITS 

MARGINS 

RETURN  ON 

COMMON 

12 

4th 

CHANGE 

12 

CHANGE 

4lh 

CHANGE  12 

CHANGE 

4lh 

4th 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  Mil 

S  MIL, 

% 

$  Mil, 

% 

$  Mil 

% 

12-31 

2-28 

SHARE 

FOOD  DETAILINfi 

fiPOUP  COMPOSITE 

25078.3 

9 

97105.0 

14 

272.8 

116 

1043.4 

_  1 

1.1 

0.5 

24.1 

20 

1 .08 

Albertson's  (1 II 

1843.6 

10 

7372.1 

15 

46  3 

21 

188.2 

25 

2.5 

2.3 

20.9 

18 

2.81 

American  Stores  mi 

5270.0 

7 

21250.9 

26 

18.8 

-9 

85.2 

-31 

0.4 

0.4 

6.3 

23 

2.36 

Bruno's  |6| 

642.9 

13 

2271.0 

10 

16.2 

26 

53.5 

20 

2  5 

2  3 

17.8 

20 

0.66 

Circle  K  (8| 

937.2** 

10 

3782.3 

28 

-5.0 

NM 

-7.7 

NM 

1  6 

-5.5 

NM 

-0.33 

Dairy  Mart  Convenience  (i  i| 

134.7' 

0 

526.9 

1 

0  0 

-98 

-0.1 

NM 

0.0 

0.9 

0.3 

NM 

-0.02 

Oelchamps  |6| 

235.4 

5 

922.9 

4 

2.8 

NM 

15.2 

82 

1 .2 

18.6 

1  1 

2.13 

Eagle  Food  Centers  i  n  i 

270.0 

2 

1099.0 

NA 

3.9 

36 

15.8 

NA 

1  5 

]  ] 

24.4 

NA 

NA 

Food  Lion 

1530.5 

21 

4717. 1 

24 

46.8 

36 

139.8 

24 

3. 1 

2.7 

26.0 

25 

0.43 

Foodaramo  Supermarkets  121 

154.4 

23 

571.3 

15 

0.7 

12 

1.2 

-67 

0.4 

0.5 

3.7 

31 

1.0! 

Giant  Food  1101 

735.0 

7 

3158.9 

9 

20.9 

-2 

105.3 

18 

2.8 

3. 1 

22.3 

14 

1.76 

Great  Atlantic  &  Pacific  Tea  iioi 

2550.5 

1 1 

1  1013.7 

12 

31.2 

6 

142.8 

17 

1 .2 

1 .3 

13.4 

13 

3.74 

Honnarord  Brothers 

405. 1  ** 

14 

1520.6 

2 1 

7.9 

16 

37.4 

29 

1.9 

1.9 

18.1 

16 

1.91 

Ingles  Markets  i3\ 

244.6 

16 

937.5 

16 

2.6 

-15 

15.4 

12 

1,1 

1.5 

12,4 

12 

0.87 

Kroger 

4653.0 

0 

19103.7 

0 

5.3 

-16.3 

NM 

0,1 

NM 

hJM 

NM 

-0.23 

iviurbii  jupci  (liar  Kt?i9  iy| 

238  2* 

12 

964.6 

8 

3.0 

23 

10.6 

30 

1.3 

1.2 

1 5  6 

1 3 

1  37 

National  Convenience  Stores  I6I 

247.4 

-9 

1058.3 

2 

-0.7 

NM 

-1.4 

NM 

NM 

NM 

-2,0 

NM 

-0.06 

Penn  Traffic  (ill 

700. 1  * 

69 

2370.5 

1 58 

-7.8 

NM 

-27.5 

NM 

NM 

NM 

NM 

NM 

-5.3 1 

Ruddick  |3| 

353.5 

13 

1342.1 

14 

5.7 

46 

22.0 

20 

1.6 

1.3 

13.8 

12 

2.24 

Smith's  Food  &  Drug  Centers 

478.0 

21 

1731.6 

24 

7.3 

55 

26.1 

48 

1.5 

1.2 

10.8 

21 

1.16 

Village  Super  Market  (5| 

154.2 

5 

665.5 

5 

0.9 

-30 

4.7 

-25 

0.6 

0.9 

96 

1 1 

1.43 

Weis  Markets 

324.0 

-1 

1239.3 

4 

24.1 

4 

86.4 

5 

7.4 

7.1 

15.7 

16 

1.91 

Winn-Dixie  Stores  I6I 

2976.0 

7 

9485.6 

4 

41.8 

21 

146.6 

14 

1.4 

1.2 

18.6 

16 

3.67 

11  FUEL 

INDUSTRY  COMPOSITE 

101749.6 

13 

383944.6 

7 

1501.4 

-65 

15339.3 

-1 1 

1.5 

4.8 

1 1.6 

17 

2.67 

|a|  COAL 

GROUP  COMPOSITE 

1 177.3 

27 

4129.6 

20 

24.9 

-36 

137.3 

-13 

2.1 

4.2 

10.0 

IS 

1.52 

Nacco  Industries 

406.7 

121 

1 187,6 

93 

18.9 

112 

53.9 

20 

4.7 

4.9 

19.5 

8 

6.08 

Nerco 

215.2 

20 

710,8 

7 

16.5 

26 

68.1 

-10 

7.7 

7.3 

13.1 

13 

1.90 

Pittston 

404.3** 

-2 

1631,2 

3 

-13.5 

NM 

3,8 

-90 

NM 

2.8 

0.9 

NM 

0.10 

wesTmoreiana  coal 

151.1 

—  1 

600.0 

1 

3.0 

—41 

11.5 

NM 

2.0 

3.3 

7.8 

1 6 

1 .39 

lb)  OIL  &  GAS 

GROUP  COMPOSITE 

95449.9 

13 

360674.8 

7 

1 189.7 

-71 

14187.8 

-12 

1.2 

4.8 

11.5 

17 

2.83 

Amerada  Hess 

1537.5** 

29 

5679,3 

33 

70.8 

7 

476.3 

283 

4.6 

5.6 

19.0 

8 

5.87 

American  Petrofina 

758.2 

12 

3036.4 

15 

13.5 

-59 

1 19.1 

-10 

1.8 

4.9 

9.1 

10 

7.81 

Amoco 

6089.0 

10 

23973.0 

13 

319.0 

-15 

1610.0 

-22 

5.2 

6.8 

1 1.7 

17 

3.12 

Ashland  Oil  |3| 

2051.5 

2 

8094.6 

2 

22.0 

-77 

12.3 

-95 

1.1 

4.8 

1.1 

NM 

0.22 

Atlantic  Richfield 

401 1.0* 

-12 

16021.0 

-13 

403.0 

3 

1953.0 

23 

10.0 

8.6 

29.8 

10 

1 1.26 

Burlington  Resources 

458.1 

25 

1715.1 

-5 

31,9 

2 

146.9 

NM 

7.0 

8.6 

4.6 

43 

0.99 

Chevron 

8900.0*** 

29 

32800.0 

14 

-883,0 

NM 

251,0 

-86 

NM 

2.5 

1.7 

92 

0.73 

Coastal 

2166.3 

13 

8271.0 

8 

71,4 

-2 

178.3 

10 

3.3 

3.8 

13.1 

16 

1.90 

Crown  Central  Petroleum 

495.8 

77 

1402.8 

22 

3,1 

-80 

21.0 

-45 

0.6 

5.5 

6.4 

14 

2.21 

Diamond  Shamrock 

557.7 

24 

2090.9 

16 

8.2 

-70 

60.1 

1 1 

1.5 

6.1 

14.5 

10 

2.20 

Exxon 

24365,0** 

17 

88087.9 

9 

485,0 

-65 

2975.0 

-43 

2.0 

6.6 

10.2 

20 

2.32 

Kerr-McGee 

798,9 

16 

3087.1 

15 

37.9 

10 

125.8 

23 

4.7 

5.0 

8.4 

19 

2.58 

Louisiana  Land  &  Exploration 

193,3** 

27 

757.0 

4 

10.2 

920 

46.9 

NM 

5.3 

0.7 

10.7 

25 

1.60 

Lyondell  Petrochemical 

1329,0 

18 

5358.0 

14 

64.0 

-59 

374.0 

-31 

4.8 

13.9 

NM 

4 

4.67 

Mcpco 

579.5* 

27 

21  13.2 

17 

30.0 

0 

1 16.2 

-1 

5.2 

6.5 

24.5 

13 

3.04 

Maxus  Energy 

160.7 

24 

603.5 

5 

-4.0 

NM 

-31.0 

NM 

NM 

NM 

NM 

NM 

-0.86 

Mitchell  Energy  &  Dev.  (i  i| 

152.0 

8 

611.4 

5 

6.6 

NM 

24.3 

NM 

4.3 

NM 

4.2 

39 

0.52 

Mobil 

15141.0*** 

13 

56656.0 

4 

447.0 

1 

1809.0 

-1  1 

3.0 

3.3 

1 1.2 

14 

4.40 

Murphy  Oil 

453.6** 

9 

1681.8 

10 

21.0 

-18 

46.6 

20 

4.6 

6.2 

6,2 

31 

1.37 

Occidental  Petroleum 

5049.0 

-4 

20068.0 

3 

30.0 

329 

256.0 

-18 

0.6 

0.1 

4,2 

30 

0.92 

Oryx  Energy 

306.0** 

-3 

121 1.0 

-6 

14.0 

600 

54.0 

NM 

4.6 

0.6 

3.6 

88 

0.51 

Pennzoil 

527.1** 

-2 

2329.8 

13 

28.0 

-22 

235.5 

NM 

5.3 

6.7 

15,6 

14 

6.06 

Phillips  Petroleum 

3038.0 

8 

12384.0 

10 

-255.0 

NM 

219.0 

-66 

NM 

4.8 

9.0 

28 

0,90 

Quaker  State 

205.3 

-1 

819.3 

-7 

2.4 

-58 

1 1.8 

-22 

1.2 

2.7 

3,8 

27 

0.44 

Sun 

3080.0*** 

13 

1 1380.0 

14 

-173.0 

NM 

98.0 

NM 

NM 

2.8 

2.8 

42 

0.92 

Tesoro  Petroleum  01 

240.5** 

64 

860.9 

-12 

6.6 

1  14 

-27.0 

NM 

2.7 

2.1 

-29.2 

NM 

-2.59 

Texaco 

9241.0** 

9 

35656.0 

1 

287.0 

-3 

2413.0 

85 

3.1 

3.5 

29.3 

6 

9.12 

Tosco 

424.4 

75 

1440.5 

26 

2.5 

-56 

40.5 

-27 

0.6 

2.4 

21.9 

12 

1.71 

Union  Texas  Petroleum 

254.1** 

0 

1 159.7 

1 

16.3 

10 

172,6 

58 

6.4 

5.8 

48.1 

13 

1.49 

Unocal 

2619.0** 

9 

10385.0 

13 

66,0 

-53 

358.0 

NM 

2.5 

5.9 

15.2 

19 

1.53 

Valero  Energy 

267.8 

45 

941.3 

22 

7,2 

-27 

41.5 

36 

2.7 

5.3 

5.5 

15 

0.98 

|c)  PETROLEUM  SERVICES 

CROUP  COMPOSITE 

5122.5 

8 

19140.3 

4 

286.8 

30 

1014.2 

15 

5.6 

4.6 

12.2 

24 

1.62 

Baker  Hughes  01 

578.9 

2 

2340.6 

0 

25.4 

63 

92.6 

59 

4.4 

2.7 

8.5 

35 

0.72 

CB!  Industries 

390.2** 

9 

1495.5 

9 

10.2 

327 

34.3 

25 

2.6 

0.7 

7.3 

28 

1.41 

Dresser  Industries  (2i 

1087.7 

12 

3956.1 

0 

65.0 

7 

163.4 

33 

6.0 

6.3 

10.2 

18 

2.42 

Halliburton 

1625.3** 

18 

5661.2 

17 

47.5 

303 

133.7 

58 

2.9 

0.9 

6.4 

35 

1.26 

NL  Industries 

239.4 

2 

1000,9 

-1 

20.6 

-37 

170.3 

27 

8.6 

13.9 

66.3 

8 

2.58 

Schlumberger 

1201.0 

-3 

4686,0 

-5 

1 18.1 

22 

420.0 

-7 

9.8 

7.8 

14.8 

27 

1.77 

Footnotes  on  page  67 
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CORPORATE  SCOREBOARD ; 


COMPANY 


SALES 


PROFITS 


4th  CHANGE 

QUARTER  FROM 

1989  1988 

$  MIL  % 


12 

MONTHS 
1989 
5  Mil 


CHANGE 
FROM 


QUARTER 
1989 

t  MIL 


CHANGE 
FROM 


12 

MONTHS 
1989 


CHANGE 
FROM 


MARGINS 


QUARTER  QUARTER 
1989  1988 


RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 
12-31 


PRICE- 
EARNINGS 
RATIO 
2-28 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


HEALTH  CARE 


INDU9TRT  wwmKOSlIc 

12 

1 1 8645.7 

10 

1 907.3 

—23 

10453.8 

2 

6.2 

9.0 

22.2 

18 

2.63 

DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

6744.7 

13 

25987.9 

12 

82.6 

—23 

491 .5 

8 

1 

1  St 

1A  9 
1 4.^ 

1  ^ 
1  / 

1  7n 
1  ./u 

Bergen  Brunswig  (4) 

1088.6** 

12 

4043.8 

12 

14.9 

24 

50.5 

34 

1.4 

1.2 

12.5 

13 

1.77 

Cardinal  Distribution  {9| 

220.7 

21 

832.5 

28 

3.3 

53 

11.5 

59 

1.5 

1.2 

9.8 

17 

1,31 

Durr-Fillauer  Medical 

188.6 

20 

705.8 

20 

4.4 

23 

14.5 

27 

2.3 

2,3 

13.5 

13 

1,53 

Fay's  (1 1) 

141.5 

1 1 

562.2 

9 

2.5 

19 

1 1.6 

30 

1.8 

1,6 

18.2 

1  1 

0,77 

Longs  Drug  Stores  { 1 1 1 

509.9 

1 1 

2055.5 

10 

12.7 

9 

59.3 

10 

2.5 

2,5 

18.7 

13 

2.91 

McKesson  (9) 

2024.8** 

13 

7578.4 

10 

30.0 

25 

105.8 

14 

1.5 

1,3 

17.7 

15 

2.44 

Medco  Containment  Services  |6) 

230.0 

28 

850.4 

40 

-19.3 

NM 

-10.1 

NM 

NM 

3.9 

-3.5 

NM 

-0.19 

Perry  Drug  Stores  |2) 

162.2 

~4 

669.6 

0 

1.3 

-65 

7.1 

NM 

0.8 

2.2 

14.1 

13 

0.70 

Rite  Aid  (10) 

791.7 

14 

3134.4 

14 

4,1 

-74 

83.0 

-1  1 

0.5 

2.3 

12.2 

16 

2.00 

Walgreen  |4) 

1386.8 

14 

5555.3 

12 

28.7 

16 

158.2 

17 

2.1 

2,0 

18.8 

16 

2.56 

ORUGS  &  RESEARCH 

GROUP  COMPOSITE 

10069.5 

11 

3841 1.4 

9 

1374.4 

2 

5965.2 

8 

13.7 

14.9 

26.3 

17 

3.48 

Allergan 

211.5 

-2 

806.9 

7 

-10,2 

NM 

57.3 

-21 

NM 

15.2 

12,9 

NA 

NA 

American  Home  Products 

1640,2 

7 

6747.0 

5 

304,4 

19 

1 102.2 

1 1 

18.6 

16.6 

32.6 

14 

7,07 

Carter- Wallace  (9] 

134.5 

7 

539.8 

5 

12,4 

12 

49.6 

13 

9.2 

8.9 

15.6 

16 

3.27 

Lilly  (Eli) 

1  146.0 

18 

4175.6 

16 

225.3 

28 

939.5 

23 

19.7 

18.0 

25.6 

18 

3,20 

Marion  Merrell  Dow  (6) 

337.4 

53 

1077.8 

30 

21.5 

-60 

46.3 

-74 

6.4 

24.5 

4.7 

74 

0.34 

^Aerck 

1761.1 

15 

6550.5 

10 

367.9 

20 

1495.4 

24 

20.9 

20.0 

44.8 

18 

3.78 

Pfiier 

1494.0 

9 

5671.5 

5 

87.1 

-38 

681.1 

-14 

5,8 

10-4 

15.0 

14 

4.04 

Rorer  Group 

403.5 

24 

1  182.2 

14 

44.7 

66 

86  5 

40 

11,1 

8,3 

21-6 

22 

2.67 

Schering-Plough 

776.9 

5 

3157.9 

6 

111.1 

20 

471.3 

21 

14,3 

12,6 

24.1 

18 

4.18 

Syntex  (5i 

390.7 

12 

1390.2 

6 

103-7 

10 

312.4 

-1 

26,5 

27,0 

48.2 

17 

2.79 

Upjohn 

730.3** 

4 

2916.3 

8 

14.2 

-83 

31  1.0 

-13 

1.9 

1 1,7 

16.1 

20 

1.67 

Warner-Lambert 

1 043.4 

5 

4195.7 

1 9 

412  7 

2 1 

8  8 

7  8 

37  5 

1 6 

6  1 0 

HEALTH  CARE  SERVICES 

GROUP  COMPOSITE 

4429.4 

18 

16959.2 

13 

107.0 

4 

41 7.6 

-14 

2.4 

2.7 

9.2 

21 

0.97 

American  Medical  lntl.(4i 

728.2 

13 

2831.7 

-6 

-53.7 

NM 

-66,9 

NM 

NM 

0,1 

-9.1 

NM 

-0.95 

Beverly  Enterprises 

535.1 

5 

2103.5 

4 

2.2 

NM 

-104,2 

NM 

0.4 

NM 

-29.3 

NM 

-1.96 

FHP  International  (6| 

222.6 

38 

818.7 

38 

6.5 

31 

26.3 

37 

2.9 

3,1 

22.3 

19 

1,09 

Humana  |4) 

1 107.5 

18 

4257.0 

19 

71.9 

32 

273.4 

18 

6.5 

5,8 

20.4 

14 

2,72 

Manor  Care  (7| 

177.8 

19 

670.3 

19 

7.6 

48 

25.2 

NM 

4,3 

3,4 

1 1.8 

22 

0,65 

National  Medical  Enterprises  (7| 

1037.9** 

16 

3962.9 

15 

59.4 

26 

213.7 

22 

5,7 

5,3 

15.3 

1 1 

2,73 

PacifiCare  Health  Systems  (3| 

204.4** 

64 

727.9 

56 

2.9 

174 

12.7 

83 

1,4 

0,9 

29.0 

20 

1,12 

U.  S.  Healthcare 

269.5** 

40 

1000.2 

35 

9.1 

MM 

28.4 

682 

3.4 

0,2 

18.1 

19 

0,60 

Universal  Health  Services 

146.4 

7 

587.2 

6 

1.0 

510 

9.0 

41 

0.7 

0.1 

5.6 

14 

0,62 

MEDICAL  PRODUaS 

GROUP  COMPOSITE 

9650.1 

11 

37287.2 

9 

343.3 

-63 

3579.6 

-6 

3.6 

10.5 

21.8 

20 

2.34 

Abbott  Laboratories 

1455.4 

1 1 

5379.8 

9 

253.0 

14 

859.8 

14 

17.4 

17.0 

32.6 

16 

3,85 

Bard  (C.  R.) 

189.5 

-1 

777.8 

3 

12.4 

-40 

65.4 

-17 

6.5 

10.8 

19.7 

14 

1,18 

Bausch  &  Lomb 

306.4 

16 

1220.3 

25 

34.4 

19 

1 14.4 

17 

1  1.2 

10.9 

17.1 

14 

3.78 

Baxter  International 

1961.0 

7 

7399.0 

8 

139.0 

15 

446.0 

15 

7.1 

6.6 

1 1.9 

16 

1.50 

Becton,  Dickinson  (3| 

428.8 

6 

1834.1 

5 

27.7 

21 

162.8 

8 

6.5 

5.7 

15.2 

14 

4.14 

Bristol-Myers  Squibb 

2360.3 

10 

9189.1 

7 

-352.7 

NM 

746.8 

-40 

NM 

13.7 

20.4 

36 

1.43 

Johnson  &  Johnson 

2471.0 

12 

9757.0 

8 

203.0 

10 

1082.0 

1  1 

8.2 

8.4 

27,5 

16 

3.25 

Medtronic  181 

200.6 

1 1 

777.2 

9 

26.2 

15 

99.9 

8 

13,0 

12.5 

19,3 

17 

3.73 

Owens  &  Minor 

277.1 

46 

952.9 

30 

0.3 

-88 

2.5 

-70 

0.1 

1.1 

3,2 

38 

0.30 

HOUSING  &  REAL  ESTATE 


INDUSTRY  COMPOSITE 

8280.6 

9 

31474.7 

6 

418.9 

65 

1698.5 

14 

5.1 

3.3 

25.5 

10 

2.23 

BUILDING  MATERIALS 

GROUP  COMPOSITE 

5632.2 

7 

22350.9 

6 

333.3 

35 

1401.1 

4 

5.9 

4.7 

29.3 

10 

2.53 

CalMat 

172.5** 

6 

689.8 

3 

31.2 

153 

78.1 

39 

18.1 

7.6 

15,1 

12 

2.52 

Hughes  Supply  |i  i| 

138.8 

5 

524.4 

7 

2.3 

-9 

8.9 

-8 

1.6 

1.9 

9.3 

9 

1.83 

Lafarge 

394.2 

19 

1497.2 

14 

20.4 

0 

100.0 

7 

5.2 

6.1 

13.2 

9 

1.98 

Manville 

569.2 

9 

2191.9 

6 

52.7 

NM 

172.7 

94 

9.3 

NM 

38.0 

7 

1.28 

Owens-Corning  Fibergias 

871.0 

24 

3000,0 

6 

46.0 

-21 

172.0 

-13 

5.3 

8.2 

NM 

5 

4.08 

PPG  Industries 

1424.2 

-1 

5734,1 

2 

101.4 

-1 

465.2 

-1 

7.1 

7.1 

21.2 

9 

4,18 

Sherwin-Williams 

478.7 

8 

2123.5 

9 

19.8 

6 

108.9 

8 

4.1 

4.2 

16.4 

13 

2.52 

Southdown 

140.6** 

-4 

592.5 

9 

5.9 

23 

23.0 

33 

4.2 

3.3 

5.5 

27 

0.99 

Tecumseh  Products 

348.3 

34 

1509.8 

38 

18.7 

4 

82.6 

18 

5.4 

6.9 

12.4 

8 

15.10 

Texas  Industries  {7| 

167.9** 

-7 

693.9 

3 

-1.4 

NM 

6.9 

-60 

NM 

3.7 

1.9 

48 

0.44 

USG 

523.0 

-3 

2190.6 

-3 

7.0 

336 

26.1 

-64 

1.3 

0.3 

NM 

9 

0.48 

Valspar|2) 

145.9 

21 

526,9 

10 

5.6 

27 

23.2 

27 

3.8 

3.7 

20.6 

15 

2.08 

Vulcan  Materials 

257.7 

-4 

1076.2 

2 

23.7 

-6 

133.4 

-2 

9.2 

9.4 

20.1 

13 

3.30 

CONSTRUaiON  &  REAL  ESTATE 

GROUP  COMPOSITE 

2648.4 

12 

9123.8 

4 

85.6 

1040 

297.5 

115 

3.2 

0.3 

15.9 

11 

1.42 

Blount  110) 

180.8** 

-35 

817.9 

-28 

3.4 

NM 

14.2 

NM 

1.9 

NM 

9.4 

10 

1.18 

Centex  (9| 

530.0** 

15 

2003.0 

15 

15.5 

57 

59.5 

87 

2.9 

2.1 

14.4 

10 

3.88 

Kaufman  &  Brood  Home  di 

528.0** 

97 

1264.0 

31 

30.3 

77 

81.4 

69 

5.7 

6,4 

52.5 

5 

2.44 
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COMPANY  SALES   PROFITS  

MARGINS         RETURN  ON 

COMMON  12 


4lh 

CHANGE 

12 

CHANGE 

4>h 

CHANGE 

12 

CHANGE 

4th 

4lll 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  MIL. 

S  Mil 

S  MIL 

S  Mil 

12-31 

2-28 

SHARE 

Lennardi 

140-2** 

8 

440.3 

3 

8-9 

1 

28  1 

2 

6.3 

6.7 

11.2 

7 

2.80 

Perini 

276-9 

52 

897.6 

6 

3-2 

NM 

13.2 

201 

1.1 

NM 

7.9 

10 

3. 11 

PHM 

286.8** 

-24 

1128.5 

-3 

9-4 

-55 

55.8 

68 

3.3 

5.5 

19.0 

4 

2.10 

Rouse 

142.4 

9 

494.9 

7 

2-9 

-55 

10.3 

-48 

2.0 

4.9 

13.5 

NM 

0.15 

Ryland  Group 

397  7 

16 

1402.1 

10 

18.0 

72 

44.0 

8 

4.5 

3.1 

23.2 

6 

3.25 

U.  S.Home 

165.7 

-14 

675.6 

-8 

-6.0 

NM 

-9.0 

NM 

NM 

1.6 

-4.9 

NM 

-0.21 

14  LEISURE  TIME  INDUSTRIES 


INDUSTRY  COMPOSITE 

18590.2 

9 

68135.0 

II 

693.0 

-34 

3475.7 

-18 

3.7 

6.1 

12.4 

20 

1.64 

|a|  EATING  PLACES 



GROUP  COMPOSITE 

2267.8 

7 

8870.4 

9 

189.7 

12 

801.5 

7 

8.4 

8.0 

20.4 

16 

1.53 

McDonald's 

1573.5 

9 

6065  6 

10 

171-1 

13 

726.7 

13 

10.9 

10.5 

19.8 

16 

1.95 

Morrison  n\ 

229.1** 

1  1 

875.0 

18 

8-7 

8 

32.2 

1 1 

3.8 

3.9 

17  9 

13 

1.85 

Shoney  s  i2i 

/U4.  1 

A 
U 

(SOU.  1 

1  u 

A  1 

4.  J 

1 8.9 

—58 

2. 1 

1 .5 

2 1 

0.50 

Wendy's  International 

261.1** 

1 

1069.7 

1 

5-6 

-17 

23.7 

-17 

2.1 

2.6 

5.5 

16 

0.25 

(b|  ENTERTAINMENT 

GROUP  COMPOSITE 

3897.0 

13 

13915.8 

22 

321.2 

6 

1077.3 

IS 

8.2 

8.7 

1 1.7 

24 

2.18 

Blockbuster  Entertainment 

130.4 

97 

402.5 

124 

15.6 

188 

44.2 

152 

12.0 

8.2 

24.7 

26 

0.57 

Commtron  |4| 

173.5*- 

3 

554.5 

7 

3.1 

2 

8.0 

49 

1.8 

1.8 

14.0 

8 

0.78 

Disney  (Walt)  O) 

1288.2 

23 

4838.8 

29 

174.4 

18 

729.4 

28 

13.5 

14.2 

24.0 

20 

5.28 

King  World  Productions  I4i 

168.4 

23 

428.3 

34 

33.5 

18 

78.3 

18 

19.9 

20.8 

80.9 

13 

3.1 1 

MCA 

956.3** 

3 

3382.3 

17 

1  1  1.5 

45 

244.8 

28 

1 1.7 

8.2 

13.7 

16 

3.34 

MGM/UA  Communications  |4| 

21 1.5 

24 

917.7 

38 

-3.6 

NM 

-38.8 

NM 

NM 

NM 

-11.7 

NM 

-0.76 

Paramount  Communications  12) 

968.8 

4 

3391.6 

1 1 

-13.4 

NM 

1 1.5 

-92 

NM 

8.5 

0.3 

NM 

0.09 

Irl  MOTEL  A  MOTFL 

ADOUD  f  OMDOCITF 
UKWVr  wnirWSI  1  E 

3270.5 

1  y 

10250.6 

13 

92.4 

—27 

405.8 

—  1 1 

9  ft 

1 8.2 

21 

Caesars  \A/orld  !5) 

223  7 

_2 

897  0 

7 

17  5 

-23 

6 1  7 

- 1 2 

7  8 

9  8 

23  6 

2  49 

Circus  Circus  Enterprises  ii  i| 

136.6 

4 

519.5 

2 

21.9 

13 

74.3 

2 

16.0 

14.8 

49.9 

19 

2.53 

Golden  Nugget 

132.5 

164 

299.8 

71 

-9.8 

NM 

-212 

NM 

NM 

NM 

-18.0 

NM 

-1.27 

Hilton  Hotels 

259.6** 

2 

998.2 

5 

26.9 

-24 

1 10.1 

-16 

10.4 

13.8 

12.7 

28 

2.27 

Marriott 

2516.0 

18 

7536.0 

14 

36.0 

-31 

181.0 

-4 

1.4 

2.4 

21.6 

17 

1.62 

{d|  OTHER  LEISURE 

GROUP  COMPOSITE 

9154.8 

4 

35098.3 

6 

89.6 

-80 

1191.0 

-43 

1.0 

5.1 

9.4 

20 

1.36 

American  Greetings  iioi 

389.2 

2 

1262.6 

1 

30.8 

154 

67.6 

120 

7.9 

3.2 

1 1.5 

15 

2.1 1 

Bally  Mfg. 

503.3** 

6 

2069.2 

7 

-12.2 

NM 

25.8 

-32 

NM 

NM 

3.0 

16 

0.66 

Brunswick 

635.4 

-16 

2826.1 

-14 

-5.9 

NM 

-71.3 

NM 

NM 

2.3 

-9.1 

NM 

-0.81 

Carnival  Cruise  Lines  iii 

231.1 

77 

1  147.7 

91 

21.3 

-49 

193.6 

-1 

9.2 

32.3 

21.9 

13 

1.44 

Eastman  Kodakt 

4886.0 

8 

18398.0 

8 

-60.0 

NM 

529.0 

-62 

NM 

6.9 

7.7 

23 

1.63 

Fleetwood  Enterprises  8i 

375.6 

-10 

1542.7 

1 

13.2 

-37 

59.1 

-6 

3.5 

5.0 

14.3 

9 

2.56 

Gibson  Greetings 

197.4 

18 

465.3 

15 

18.4 

28 

42.4 

21 

9.3 

8  6 

20.4 

9 

2.63 

Harmon  International  i6i 

145.0 

2 

532.3 

6 

4.8 

5 

15.9 

16 

3.3 

3.2 

18.7 

8 

1.83 

Hasbro 

417.0 

6 

1409.7 

4 

24.0 

14 

92.2 

27 

5.8 

5.4 

1 1.7 

12 

1.56 

Mattel 

359.4 

25 

1237.0 

25 

20.7 

97 

79.6 

122 

5.8 

3.6 

39.9 

1 1 

1.60 

Outboard  Marine  (3i 

232.7 

-12 

1432-5 

5 

-15.3 

NM 

4.5 

-93 

NM 

0.5 

0.7 

92 

0.25 

Polaroid 

538.1 

1 

1904-7 

2 

46.5 

NM 

145.0 

NM 

8.6 

NM 

76.1 

22 

1.96 

Tonka 

244.7 

-1 1 

870  5 

-4 

3  3 

-55 

7.7 

NM 

13 

2.7 

8.4 

12 

0.90 

15  MANUFACTURING 


INDUSTRY  COMPOSITE 

24004.4 

10 

90764.6 

12 

1 1 50.4 

-1 

4612.4 

3 

4.8 

5.3 

15.0 

15 

2.69 

(a)  GENERAL  MANUFAaURING 

GROUP  COMPOSITE 

8903.0 

8 

35366.7 

10 

628.4 

14 

2494.8 

6 

7.1 

6.7 

18.3 

15 

2.88 

Avery  International  iii 

449.8 

8 

1732.4 

10 

23.2 

10 

86.5 

1 1 

5.2 

5.1 

16.9 

15 

1.96 

Corning! 

610.9 

13 

2439.2 

15 

73.0 

42 

259.4 

-1 1 

12.0 

9.5 

15.2 

15 

2.79 

Crane 

347.2 

1 

1455.6 

1 1 

13.6 

8 

55.9 

14 

3.9 

3.6 

20.4 

13 

1.72 

First  Brands  |6| 

302.6 

-2 

1 158.0 

2 

22.3 

6 

59.8 

132 

7.4 

6.8 

31.3 

6 

2.96 

Harsco 

374.1 

1 1 

1400.0 

9 

-4.1 

NM 

1  1.4 

-63 

NM 

NM 

2.8 

54 

0.43 

Hillenbrand  Industriesni 

308.8 

12 

1 138.3 

18 

20.2 

16 

75.0 

7 

6.6 

6.3 

18.5 

21 

2.02 

Illinois  Tool  Works 

559.2 

14 

2172.7 

13 

41.5 

21 

163.8 

17 

7.4 

7.0 

18.8 

15 

3.06 

Jostens  10) 

199.7 

9 

753.1 

18 

13.0 

16 

58.2 

41 

6.5 

6.1 

25.0 

17 

1.46 

Minnesota  Mining  &  Mfg. 

2954.0 

7 

1 1990.0 

6 

292.0 

7 

1244.0 

8 

9.9 

9.9 

23.2 

14 

5.60 

Newell 

278.5 

10 

1  122.9 

14 

29.7 

40 

85.4 

39 

10.7 

8.4 

19.8 

17 

1.41 

Norton 

382.1 

9 

1531.1 

9 

9.2 

-31 

76.0 

1 

2.4 

3.8 

12.4 

14 

3.64 

Parker  Hannifin  |6) 

594.6 

3 

2478.9 

6 

25.4 

-5 

101.6 

-9 

4.3 

4.6 

115 

13 

2.09 

Philips  Industries  |9| 

205.8 

-9 

953.4 

10 

3.7 

-59 

39.2 

-14 

1.8 

4.0 

14.5 

1 1 

1.36 

Robertson  (H.  H.) 

168.6 

20 

540.5 

31 

6.3 

436 

4.3 

NM 

3.7 

0.8 

5.9 

15 

0.65 

Rubbermaid 

309.8 

8 

1343.9 

13 

26.3 

25 

116.4 

17 

8.5 

7.3 

19.5 

20 

1.58 

Town  &  Country  doi 

137.2 

108 

424.6 

126 

6.6 

33 

3.8 

-58 

4.8 

7.5 

4.5 

17 

0.32 

Trinova 

505.9 

2 

1942.3 

9 

20.3 

-22 

33.4 

-62 

4.0 

5.2 

5.1 

27 

0.98 

Volmont  Industries 

214.3 

14 

789.8 

19 

6.3 

26 

20.7 

35 

2.9 

2.7 

22.2 

10 

1.78 

(b|  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE 

2610.7 

25 

9240.0 

20 

81.1 

-35 

324.8 

-22 

3.1 

6.0 

11.3 

16 

1.66 

Black  &  Decker  13) 

1 130.1 

60 

3614.9 

52 

-3.2 

NM 

-1 1.5 

NM 

NM 

5.4 

-1.6 

NM 

-0.19 

Cincinnati  Milacron 

236.2 

4 

850.6 

0 

4.5 

-45 

18.4 

-30 

19 

3.6 

8.2 

24 

0.75 

Clark  Equipment 

377.5 

9 

1391.9 

9 

17.8 

23 

64.7 

47 

4.7 

4.2 

13.2 

1  1 

3.77 
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Our  Globalization 
Began  50  Ifears  Ago, 


Credit  Suisse  in  the  USA 
The  Art  of  Finance  R)r  Half  a  Century^ 


CREDIT  StJISSP 
CS 


Atlanta  •  Chicago  ■  Houston  •  Los  Angeles  •  Miami  •  New  York  •  San  Francisco 


It  is  said  that  fine  art  rewards  the  senses  and  moves  the 
soul.  The  beauty  and  power  of  the  1990  Jaguar  XJ6 
will  surely  do  both.  And  at  $39,700',  it  will  reward  yet 
another  sense.  Your  sense  of  value. 

With  beauty  of  form  and  motion,  the  XJ6  could 
only  hav  :  been  produced  by  a  company  with  a  fifty- 
year  history  of  building  one  classic  automobile  after 

A  BLENDING 


another  Its  sleek  lines,  wide  powerful  stance  and  ele  .  .iffj 
gantly  sculpted  grille  are  uniquely  Jaguar.  m^^^ 

Inside,  the  XJ6  entices  you  with  seating  faced  i r  ' 
hand-tailored,  supple  leather  The  luster  of  figurec 
walnut  — carefully  selected  and  fitted  by  Jaguapicfj^ 
artisans  — adds  a  warm  glow  to  the  luxurious  interio " 
Convenient  appointments  abound,  including  automati  , 

I' 

OF        ART  an:. 


mate  control,  cruise  control,  power-adjustable  front 
ating  and  an  80- watt  stereo  entertainment  system. 

You'll  find  the  XJ6  is  also  quite  adept  in  the  per- 
rming  arts  as  well.  For  1990,  a  larger,  4-liter  engine 
oduces  an  impressive  223  horsepower  and  278  lbs.  ft. 

torque.  To  handle  that  extra  power,  the  engine  is 
ated  to  a  new  four-speed,  electronically  controlled. 


automatic  transmission  that  features  a  "sport"  shift 
mode  to  take  full  advantage  of  the  engine's  high- 
performance  capabilities. 

We  suggest  you  test  those  capabilities  for  yourself. 
For  the  name  of  your  nearest  dealer,  call  toll-free: 
1-800-4- JAGUAR.  At  $39,700,  we  think  you'll  find  the 
XJ6  is  a  work  of  art  that  will  truly  move  you. 


1  A  C  H   I   N   E  JAGUAR 


4th 

CHANGE 

12 

CHANGE 

4lh 

CHANGE 

12 

CHANGE 

4lh 

4lh 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1968 

1989 

1988 

1989 

1988 

1989  ' 

1988 

1969 

1968 

ENDING 

RATIO 

PER 

$  MIL 

S  MIL, 

S  MIL 

S  MIL 

12-31 

228 

SHARE 

Kennametal  I6| 

135.5 

22 

520.3 

16 

6.0 

5 

30.7 

2'1 

4.5 

5.2 

14.6 

10 

2.96  1 

Snap-on  Tools 

219.7** 

4 

890.8 

4 

22.7 

-17 

104.7 

-8 

10.3 

12.9 

18.3 

12 

2.55  j 

StonlGy  Works 

5117 

1 97 1  5 

33  3 

1 0 

117  7 

14 

6.5 

6. 2 

1 7.5 

1 3 

2.71  1 

Ic)  SPECIAL  MACHINERY 

1 

GROUP  COMPOSITE 

10723.6 

9 

39328.6 

13 

379.6 

-13 

1592.3 

3 

3.5 

4.4 

12.7 

15 

3.00  ^ 

Applied  ^Aoteriols  (2) 

1 42.2 

26 

501 .8 

38 

1 1,5 

-17 

51.5 

29 

8. 1 

1 2.3 

20.2 

g 

3.07  S 

Brings  &  Stratton  (6) 

238.3 

1  5 

903.6 

0 

9, 1 

NM 

-8.8 

NM 

3.8 

NM 

-3.5 

NM 

-0.61  nj 

Caterpillar 

2762.0 

4 

1 1 126.0 

7 

107.0 

-34 

497.0 

-19 

3.9 

6.1 

11.1 

12 

4.90  1 

Deere  (2i 

2629.8** 

16 

7127.3 

16 

103.2 

28 

380.2 

33 

3.9 

3.5 

13.7 

13 

5.06  1 

Dover 

540.9 

8 

2120.4 

9 

36.6 

-2 

1  44.0 

-1 

6.8 

7.4 

19.6 

16 

2.28  I 

FMC 

822.7 

-7 

3414.5 

4 

32.4 

-10 

156.8 

21 

3.9 

4.1 

NM 

8 

4.35  1 

Harnischf  eger  Industries  (2) 

424.1 

34 

1482.8 

23 

16.8 

71 

53.8 

65 

4.0 

3.1 

10.5 

14 

1.66  t 

Ingersoll-Rond 

893.0 

10 

3447.4 

14 

64.8 

1 1 

202.2 

25 

7.3 

7.2 

14.7 

14 

3.78  fc' 

inreriaKe 

222.4 

—9 

9 1 2.9 

2 

0.4 

—97 

1 .0 

-98 

0.2 

5.2 

NM 

72 

0.09  J.I 

McDermott  International  (9) 

614.7 

12 

2704.2 

27 

-34.8 

NM 

-100.5 

NM 

NM 

NM 

-18.9 

NM 

-2.69  ij 

Pentair 

284.9 

29 

1 163.6 

41 

9.1 

-17 

36.4 

_9 

3.2 

5.0 

13.7 

10 

2.98  E 

304  4 

1 84 

790.9 

1 30 

4. 1 

40 

18  8 

42 

1  4 

2  8 

23  8 

1 2 

2  37  £ 

Timken 

326.0 

-20 

1533.0 

-1 

-9.8 

NM 

55.3 

-16 

NM 

6.1 

5.2 

15 

1.88  E 

Tyco  Laboratories  |7| 

518.2 

2 

2100.1 

17 

29.1 

27 

104.7 

28 

5.6 

4.5 

19.2 

18 

2.55  f. 

Id)  TEXTILES 

CROUP  COMPOSITE 

1767.1 

5 

6829.3 

9 

61.2 

14 

200.5 

23 

3.5 

3.2 

12.8 

13 

1.63  ^ 

Albany  International 

136.0 

9 

505.5 

10 

12.2 

43 

44.5 

23 

9.0 

6.9 

1S.6 

10 

1.75  1 

DWG  (81 

295.8 

5 

1204.3 

6 

-0.8 

NM 

-12.4 

NM 

NM 

NM 

-10.8 

NM 

-0.68  1 

Fieldcrest  Cannon 

377.4 

3 

1362.4 

2 

8.2 

59 

23.4 

108 

2.2 

1.4 

8.5 

9 

2.28  1 

Interface 

151.8 

1 

581.8 

47 

7.7 

27 

24.5 

22 

5.0 

4.0 

16.9 

12 

1.43  i 

Shaw  Industries  (6i 

321,1 

17 

1266.1 

13 

14.3 

29 

55.6 

38 

4.4 

4.0 

26.8 

15 

1.82  f 

Springs  Industries 

485,0 

0 

1909.3 

5 

19.6 

-17 

64.9 

23 

4.0 

4.9 

11.1 

9 

3.64  1 

COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


16  METALS  &  MINING 


INDUSTRY  COMPOSITE 


13130.9 


56066.5 


542.3 


-57  3987.1 


-10 


4.1 


9.1 


18.0 


3.91 


|a|  ALUMINUM 

GROUP  COMPOSITE 

5778.4 

5 

23436.4 

18 

402.2 

-37 

1954.8 

-6 

7.0 

11.6 

19.8 

6 

8.10 

Aluminum  Co.  of  America 

2693.4 

2 

10910.0 

1 1 

164.7 

-25 

944.9 

10 

6.1 

8.3 

18.5 

6 

10.67 

Amax 

903.2 

-10 

3892.0 

-1 

58.5 

-80 

360.4 

-51 

6.5 

28.9 

17.9 

5 

4.19 

Maxxomt 

626.9 

78 

2423.3 

367 

45.2 

NM 

1  16.8 

NM 

7.2 

NM 

62.3 

3 

12.97 

Reynolds  Metals 

1554.9** 

5 

621 1.1 

1 1 

133.8 

-4 

532.7 

1  1 

8.6 

9.4 

20.8 

6 

9.20 

|b)  STEEL 


GROUP  COMPOSITE 

5032.5 

-14 

22709.7 

-2 

57.4 

-78 

964.2 

-25 

1.1 

4.5 

13.2 

8 

2.40 

Allegheny  Ludlum 

215.4 

-27 

1 180.2 

-2 

28.6 

21 

133.8 

23 

13.3 

8.0 

43.5 

7 

5.94 

Armco 

416.2 

-50 

2422.7 

-25 

15.5 

-62 

210.0 

61 

3.7 

4.9 

20.9 

4 

2.29 

Bethlehem  Steel 

1 145.1 

-14 

5250.9 

-4 

50.0 

-24 

245.7 

-37 

4.4 

4.9 

13.1 

6 

2.93 

Carpenter  Technology  |6| 

139.4 

-8 

613.9 

1 

10.8 

31 

32.8 

-1 

7.7 

5.5 

10.5 

13 

3.61 

Commercial  Metals  [4| 

276,9 

-15 

1245.7 

2 

7.0 

-15 

27.2 

-7 

2.5 

2.5 

13.7 

9 

2.36 

Cyclops  Industries 

313,1 

-8 

1346.8 

8 

3.7 

-28 

36.2 

114 

1.2 

1.5 

53.5 

6 

5.04 

Inland  Steel  Industries 

953.5 

-8 

4146.7 

2 

6.7 

-88 

1  19.7 

-52 

0.7 

5.5 

7.4 

10 

3.15 

Lone  Star  Technologies 

154.8 

-1 

607.6 

2 

-141.8 

NM 

-186.9 

NM 

NM 

NM 

-62.9 

NM 

-9.28 

Lukens 

155,9 

0 

645.0 

7 

13.8 

44 

41.5 

24 

8.8 

6.2 

25.4 

7 

4.73 

Nucor 

315,9 

15 

1269.0 

20 

15.0 

-16 

57.8 

-18 

4.7 

6.5 

10.1 

18 

2.71 

Quanex  (2i 

140.5 

13 

502.0 

8 

6.3 

-26 

29.3 

28 

4.5 

6.9 

19.6 

6 

2.1 1 

Weirton  Steel 

305,5 

-7 

1329.4 

-4 

7.9 

NM 

28.6 

NM 

2.6 

NM 

9.6 

8 

1.37 

Wheeling-Pittsburgh  Steel 

260,3 

-5 

1 146.6 

4 

21.9 

-46 

128.8 

-28 

8.4 

14.8 

278.7 

0 

23.26 

Worthington  Industries  |7) 

240.0 

-2 

1003.4 

4 

12.0 

-18 

59.8 

-3 

5.0 

6.0 

18.0 

14 

1.48 

|c)  OTHER  METALS 

GROUP  COMPOSITE 

2319.9 

-3 

9920.4 

17 

82.8 

-76 

1068.1 

-1 

3.6 

14.7 

21.0 

13 

2.76 

Asarco 

531,0 

-1 1 

2210.7 

1 1 

59.1 

-19 

231.2 

12 

11.1 

12.2 

16.3 

5 

5.50 

Cyprus  Minerals 

437,3 

6 

1790,1 

35 

39.2 

-40 

250.1 

47 

9.0 

15.8 

20.4 

4 

6.06 

Inspiration  Resources 

235,5** 

-4 

1419,6 

-1 

-2.4 

NM 

25.2 

-40 

NM 

1.1 

5.7 

14 

0.38 

Magma  Copper 

190.0 

0 

650,0 

7 

5.8 

-43 

49.0 

42 

3.0 

5.3 

9.4 

3 

1.82 

Newmont  Gold 

154.7 

20 

559,2 

44 

40.2 

8 

118.0 

9 

26.0 

28.9 

26.7 

49 

1.13 

Newmont  Mining  \ 

155.7 

24 

591.1 

50 

81.6 

275 

127.6 

39 

52.4 

17.3 

NM 

28 

1.89 

Phelps  Dodge 

615.7 

-10 

2699.6 

16 

-140.7 

NM 

267.0 

-36 

NM 

20.5 

19.7 

7 

7.59 

17NONBANK  FINANCSAL 

INDUSTRY  COMPOSITE 

73349.1 

11 

284033.6 

14 

2421.6 

-38 

13031.3 

-6 

3.3 

5.9 

1 1.4 

12 

3.08 

(o|  FINANCIAL  SERVICES 

GROUP  COMPOSITE 

28552.9 

14 

112390.5 

21 

1015.4 

-31 

5486.8 

4 

3.6 

5.8 

16.3 

11 

3.00 

Alexander  &  Alexander 

328.8 

3 

1248.9 

2 

13.7 

-33 

59.0 

-17 

4.2 

6.4 

16.2 

18 

1.45 

Alleghany 

324.1 

19 

1084.2 

9 

15.3 

15 

55.0 

20 

4.7 

4.9 

9.1 

10 

8.59  1 

American  Express 

6321.0** 

9 

25047.0 

20 

257.0 

16 

1157.0 

17 

4.1 

3.8 

21.3 

10 

2.70 1 

Bear  Stearns  (6| 

578.0** 

-9 

2411.7 

15 

29.1 

-54 

139.8 

-11 

5.0 

10.0 

14.4 

9 

1.37 

Beneficial 

417.9 

-3 

1577.5 

11 

31.6 

48 

120.9 

15 

7.6 

5.0 

14.2 

10 

5.01 

Block(H&R)(8i 

143.8 

12 

91 1.0 

10 

-0.2 

NM 

101.4 

13 

NM 

NM 

22.7 

16 

1.93 
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CORPORATE  SCOREBO/ 


MICHIGAN'S 
MACHINES  SURE 
HAVE  COME  A  LONG  WAY. 

When  you  think  of  Michigan,  one  of  the  first  things  you  think  of  is  automobiles  But  what  about  the 
nnachines  behind  the  machines'^'  Well  Michigan's  machine  tool  industry  is  just  as  technologically 
advanced  as  our  car  industry,  thank  you  ■  William  Bournias,  President,  Machining  and  Assembly 
Systems,  Litton  Industrial  Automation  in  Warren  said,  "The  'Mecca'  of  the  machine  tool  industry 
is  based  in  Michigan  "  It's  only  natural  This  is  where  the  big  industries  are  plastics,  appliances 
and  food  processing,  as  well  as  automotive  But  perhaps  the  most  important  fact  is  that  Michigan 
has  a  skilled  work  force  lohn  Hobey  President,  Olofsson  Corporation  in  Lansing  said,  "We  depend 
on  our  people  to  make  decisions  in  the  production  process  Most  have  the  equivalent  knowledge 
of  high-level  university  engineering  graduates"  ■  With  that,  plus  a  lot  more  going  for  us,  the 
machine  tool  industry  in  Michigan  can  only  get  better  So  for  more  information,  call  (Si?]  373-8495 
or  write  Larry  Meyer,  Director  Michigan  Department  of  Commerce,  525  Ottawa,  Lansing,  Ml  48909 

OUR  MACHINE  TOOLS 
HAVE  COME  RIGHT 
ALONG  WITH  THEM. 

i5M!CH!GAN 

The  future.  We're  makinf;  more  of  it  here. 


COMPANY  SALES   PROFITS  

MARGINS         RETURN  ON 

COMMON  12 


4th 

CHANGE 

12 

CHANGE 

CHANGE 

12 

CHANGE 

4th 

4th 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1 2  mONTHS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  MIL 

S  Mil 

$  Mil 

S  MIL 

12  31 

2-28 

SHARE 

Broad  |3) 

163.2** 

8 

661.4 

24 

3.3 

NM 

28.9 

n'm 

2.0 

NM 

7.8 

10 

0.88 

Edwards  (A.  G.)  (10| 

1  50.1  ** 

26 

590.6 

24 

14.5 

51 

57.7 

98 

9.7 

8.0 

17.1 

8 

2.51 

Equifax 

221 . 1 

1  1 

840,3 

13 

4.4 

-48 

35.7 

5 

2.0 

4.2 

14.4 

22 

0.73 

Federal  Home  Loan  Mortgage 

943.0 

17 

3757,0 

31 

1 15.0 

19 

437.0 

15 

12.2 

12.0 

21.9 

10 

6.65 

Federal  Nail.  Mortgage  Assn. 

3040.4'* 

I  1 

1  1557.2 

9 

237.2 

55 

807.3 

59 

7,8 

5.6 

29.4 

1  1 

3.14 

Loews 

3032.7*** 

4 

1  1436.7 

6 

191,1 

-28 

907.1 

2 

6,3 

9.0 

19.5 

8 

12.07 

Marsh  &  McLennan 

592.1** 

9 

2427.7 

7 

55.8 

10 

294.9 

0 

9,4 

9.3 

34.6 

19 

4.10 

Merrill  Lynch 

2798.1  ** 

5 

1  1335.2 

16 

-361.8 

NM 

-217.4 

NM 

NM 

10.5 

-6.7 

NM 

-2.35 

Morgan  Stanley  Group 

1592.9** 

37 

5831.0 

42 

148.6 

37 

443.0 

12 

9,3 

9.3 

26.4 

5 

11.21 

PaineWebber  Group 

801.7** 

1  5 

2925.8 

1 6 

1 0.9 

NM 

52.0 

23 

1 .4 

0. 1 

4.3 

1 6 

1.05 

Primerica 

1585.2** 

444 

5695.3 

467 

95,9 

42 

289.0 

79 

6. 1 

23.2 

1 3.8 

9 

2  87 

Schwab  (Charles) 

149.7** 

47 

553  2 

4 1 

6  1 

95 1 

1 8  9 

1 56 

4  1 

0  6 

1 1  3 

22 

0  68 

Shearson  Lehman  Hutton  Holding  2900.0** 

0 

12398.0 

18 

3.8 

NM 

109.8 

13 

0, 1 

NM 

5.7 

1  1 

0.95 

Student  Loan  Marketing  Assn. 

828.9 

25 

3267.0 

45 

68.0 

1  5 

257.6 

1  4 

8.2 

8.9 

30.0 

1 7 

2.53 

Transamerica 

1640,0** 

4 

6834. 1 

9 

76. 1 

3 1 

332.2 

1  1 

4.6 

3.7 

1 1 .9 

9 

4  1 8 

(b|  INSURANCE 

GROUP  COMPOSITE 

37897.9 

10 

144177.5 

8 

2292.7 

5 

8537.2 

14 

6.1 

6.3 

12.5 

10 

4.63 

Aetna  Life  &  Casualty 

5213.6 

20 

19671.4 

10 

128.6 

-34 

639.4 

-9 

2.5 

4.5 

9.2 

9 

5.69 

Ambase 

861.0** 

4 

3526.0 

18 

20.0 

54 

96.0 

10 

2.3 

1.6 

9.0 

3 

2.82 

American  Family 

624,9 

4 

2426.1 

4 

25.8 

-3 

80.8 

-26 

4.1 

4.4 

1 1.5 

1  5 

1.00 

American  General 

1081.0 

-1 

4227.0 

1 1 

1  10.0 

3 

413.0 

0 

10.2 

9.8 

10.0 

9 

3.34 

American  International  Group 

3586,9** 

1  1 

13592.8 

10 

348.0 

6 

1367.5 

13 

9.7 

10.1 

17.0 

1  1 

8.29 

American  National  Insurance 

253,6 

8 

1013.2 

9 

19.9 

12 

101.4 

8 

7.8 

7.5 

6.7 

9 

3.59 

Aon 

586,6 

9 

2324.7 

6 

59.4 

48 

232.4 

29 

10.1 

7.5 

17.2 

10 

3.54 

Argonaut  Group 

1417 

17 

546.1 

8 

18.2 

4 

81,6 

-20 

12.8 

14.4 

17.3 

8 

8.26 

Capitol  Holding 

676.0 

19 

2500. 1 

22 

81.1 

28 

275,7 

45 

12.0 

1  1.2 

19.4 

7 

5.85 

Chubb 

1047,1  ** 

10 

4069.3 

7 

107.1 

28 

420,8 

17 

10.2 

8.8 

16.2 

10 

9.83 

41420 

6 

15654.0 

6 

184.0 

46 

458,0 

17 

4.4 

3-2 

8.3 

9 

5.68 

CNA  Financial 

2292,1 

5 

9084.0 

9 

55.0 

-62 

613,5 

12 

2.4 

6.7 

15.2 

8 

9.73 

Conseco 

1 95.7 

58 

659.0 

12 

10.2 

29 

47,2 

56 

5.2 

6-4 

50.0 

3 

7.00 

Continental  Corp. 

1 550.5 

-1 

6078.6 

3 

71.4 

NM 

153,1 

25 

4.6 

NM 

6.6 

1 1 

2.74 

First  Capital  Holdings 

262  4 

30 

972.9 

34 

17.4 

7 

69,5 

32 

6,6 

8- 1 

1  5-9 

3 

1.49 

Fund  American 

874.0 

-4 

3490.0 

-6 

-16,0 

NM 

73,0 

-70 

NM 

7.8 

3-5 

31 

0.99 

General  Re 

710.1 

9 

2771.3 

2 

152.9 

2 

598,5 

17 

21.5 

23.1 

20.1 

13 

6.52 

narrrord  ^ream  tioiler 

1  33.0 

13 

501 .0 

9 

19  1 

5 

77.6 

10 

1  4,4 

15.6 

24.2 

14 

3.78 

Jefferson-Pilot 

287  6 

2 

1 140.2 

3 

40.9 

40 

137,7 

36 

14.2 

10.4 

9.3 

1 1 

3.65 

Kemper 

716.5 

8 

2773.7 

14 

49.0 

-23 

229,6 

9 

6.8 

9.6 

13.6 

9 

4.44 

Lincoln  National 

2486.4 

23 

8081.1 

17 

97.2 

57 

268,9 

78 

3.9 

3.1 

1 1 .8 

9 

6.06 

NWNL 

357  3* * 

3 

1393.2 

-6 

14.6 

181 

53,5 

91 

4.1 

1.5 

10.9 

7 

4.14 

Ohio  Casualty 

380.9 

1 

1  577.1 

4 

6.5 

-85 

101,5 

-21 

1 .7 

1 1.3 

13.1 

9 

4.74 

Provident  Life  &  Accident 

660.2** 

-1  1 

2638.9 

-2 

51.4 

24 

148,0 

65 

7.8 

5.6 

12.7 

7 

3.17 

Reliance  Group  Holdings 

1  198.1 

39 

40 1 2.4 

29 

62  3 

2 1 ,7 

_3 

5.2 

4.8 

16 

0.29 

Safeco 

763.8** 

10 

2989.7 

9 

79.4 

1 

300.2 

12 

10.4 

1 1.3 

16.6 

7 

4.75 

St.  Paul 

971.2 

-1 

3788.6 

4 

126.5 

50 

398.2 

13 

13.0 

8.6 

16.9 

7 

8.13 

Torchmark 

412  4 

9 

1 633.6 

6 

51.3 

29 

21 1.3 

16 

12.4 

10.5 

23.9 

1 2 

3.88 

Travelers 

3176.0 

6 

12523.2 

2 

1  18.2 

-53 

424.3 

674 

3.7 

8.4 

8.8 

8 

4.07 

20th  Century  Industries 

183-1 

1  1 

705.8 

14 

22.2 

50 

91.0 

61 

12.1 

8.9 

30.3 

6 

3.55 

Unum 

484.6 

14 

1934.2 

15 

38.9 

0 

155.4 

18 

8.0 

9. 1 

1 1.3 

1 1 

3.87 

USF&G 

1282.3 

1  2 

4678.8 

4 

1 02. 1 

92 

1 16.7 

-50 

8.0 

4.6 

5.6 

23 

1.21 

USLife 

305  3 

1 200  2 

g 

20  1 

80  3 

]  7 

6  6 

6  5 

8  5 

8 

4  63 

(c|  SAVINGS  &  LOAN 

GROUP  COMPOSITE 

6898.4 

8 

27465.6 

15 

-886.5 

NM 

-992.8 

NM 

NM 

3.7 

-9.8 

NM 

-2.02 

Ahmanson  (H.  F.) 

1  171.3** 

23 

4371 .5 

24 

65  9 

-3 

193.9 

-4 

5.6 

7. 1 

9.7 

10 

1.95 

CalFed 

751  7** 

8 

3099. 1 

1 7 

23.6 

22 

82.4 

-39 

3. 1 

2.8 

5.8 

5 

3.28 

Coast  Savings  Financial 

296.0** 

0 

1233.0 

1 1 

6.2 

-35 

-74.2 

NM 

2.1 

3,2 

-32.9 

NM 

-4.87 

CrossLond  Savings 

360.5** 

2 

1486.3 

9 

-31.7 

NM 

-191.7 

NM 

NM 

5,9 

-34.7 

NM 

-16.85 

Dime  Savings  Bank  of  N.  Y. 

278.3 

0 

1 151.1 

10 

-100,2 

NM 

-89.8 

NM 

NM 

2.3 

-12,1 

NM 

-3.94 

Empire  of  America 

240.7** 

-19 

1097.6 

1 

-863,0 

NM 

-1072.3 

NM 

NM 

NM 

NM 

NM 

-72.15 

Glenfed  i6i 

695.6** 

9 

2736.7 

12 

47,0 

34 

1  16.0 

-25 

6.8 

5,5 

10,0 

4 

3.83 

Goldome 

407.5** 

22 

1371.1 

1 

18.5 

NM 

-253.0 

NM 

4.5 

NM 

NM 

NM 

-9.13 

Golden  West  Financial 

509.8 

30 

1940.9 

38 

40.9 

12 

157.9 

14 

8.0 

9,3 

15.7 

1  1 

2.51 

Great  American  Bank 

380.6** 

-15 

1592.7 

2 

-59.3 

NM 

-123.9 

NM 

NM 

4,4 

-24.1 

NM 

-5.17 

Great  Western  Financial 

946.0** 

12 

3824.2 

21 

-77,3 

NM 

100.1 

-60 

NM 

7.1 

4.8 

21 

0.78 

HomeFed 

481.3** 

12 

1896.4 

20 

33.1 

3 

1 15.7 

4 

6.9 

7.5 

1 1.3 

6 

5.36 

Northeast  Savings  (9j 

139.4 

-23 

693,8 

0 

0.0 

NM 

0.4 

NM 

NM 

NM 

-3.1 

NM 

-1.48 

Standard  Federal  Bank 

239.7** 

6 

971  2 

12 

10.0 

-26 

45.7 

-22 

4.2 

6.0 

10.4 

5 

1.48 

18  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  COMPOSITE 

54009.8 

6 

184275.5 

9 

2304.4 

-47 

8342.5 

-33 

4.3 

8.5 

9.9 

18 

2.40 

(a|  BUSINESS  MACHINES,  SERVICES  A  SUPPLIES 

GROUP  COMPOSITE 

3847.5 

17 

13770.5 

16 

123.5 

-45 

448.5 

-8 

3.2 

6.8 

14.6 

16 

1.61 

Anacomp  |3) 

147.2 

-5 

641.0 

36 

2.8 

-27 

8.7 

-67 

1.9 

2.5 

NM 

18 

0.17 

Businessland(6i 

375.0 

24 

1306.7 

20 

-2.3 

NM 

17.9 

-30 

NM 

3.1 

8.7 

15 

0.58 

Deluxe 

356.7 

7 

1315.8 

10 

48.7 

8 

152.6 

6 

13.7 

13.5 

25.1 

16 

1.79 

Dennison  Mfg. 

201.5 

2 

770.9 

7 

5.7 

-60 

29,4 

-23 

2.8 

7.1 

1 1.4 

12 

1.84 

Esselte  Business  Systems 

399.0** 

5 

1434.7 

2 

15.1 

-18 

53,6 

-9 

3.8 

4.9 

1 1.2 

18 

2.60 
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Tbm  bought  Hewlett-Packard 
long  before  he  bought  PCs. 


When  he  got  his  first  job  on  Wall 
Street,  Tom's  HP  calculator  was  his 
most  valued  possession.  It  was 
the  combination  of  innovation  and 
reliability  that  gave  him  an  edge. 
So  when  his  Information  Systems 
Manager  recommended  they  go 
with  Hewlett-Packard  personal  com  - 
puters,Tom  needed  no  convincing. 

With  Intel  286, 386,  and  486"-based 
models,  HP's  line  of  Vectra  personal 


computers  suits  a  range  of  business 
needs.  Expansion  is  easUy  accom- 
modated with  up  to  8  accessory 
slots,  1.3  gigabytes  of  hard  disk 
storage,  and  64  Mbytes  of  RAM. 

Beyond  this,  HP's  adherence  to 
industry  standards  ensures  com- 
patibility. Now,  and  into  the  future. 

But  the  most  important  feature  is 
Hewlett-Packard  quality  This,  along 


with  HP's  network  of  authorized 
dealers,  gives  you  all  the  assurance 
you  need.  Fbr  the  dealer  nearest  you, 
call  1-800-752-0900,  Ext  725B. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


CHANGE 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  Mil 

% 

S  MIL 

S  MIL 

$  MIL 

% 

12-31 

228 

shar; 

HON  Industries 

161.9 

16 

602,0 

13 

-0.3 

NM 

27.5 

.7 

NM 

7,5 

21.4 

24 

1.58 

Intelligent  Electronics  (2i 

288.7 

561 

71 1,7 

452 

4.7 

171 

10.6 

107 

1.6 

4.0 

13.5 

13 

2.05 

MicroAge  (3) 

146.4*' 

76 

427,1 

55 

1.8 

64 

4.9 

22 

1.3 

1.3 

18.2 

9 

1.12 

ivi  1 II t;r  ^  ntrrifian  j  [  / } 

212  4 

806  2 

1 1  3 

_5 

39  7 

—  10 

5  3 

1  4.U 

1 2 

1 .65 

Nashua 

232. 1 

-7 

945.7 

-4 

6.4 

-24 

20.1 

-38 

2.8 

3.4 

8.5 

16 

2.1 1 

Pitney  Bowes 

81 2.0 

1 3 

2875.7 

12 

5.0 

-93 

6.6 

-49 

0.6 

10.4 

12.6 

19 

2.27  1 

Reynolds  &  Reynolds  (3) 

1 39.4 

—5 

594.8 

—2 

6,2 

—  1 3 

26.3 

1 8 

4.5 

4.8 

1 1.6 

8 

2.45 

1 88  0 

34 

629  4 

35 

3  4 

2 1 

1 0  2 

32 

1  8 

2  0 

23  3 

6 

n  Q  1 
u.o  1 

Standard  Register 

187.1 

0 

708.9 

5 

14,8 

6 

40.4 

6 

7.9 

7.5 

12.7 

1 1 

1.35 

(b) COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 

45874.8 

5 

154662.3 

7 

1725.3 

-54 

6430.6 

-40 

3.8 

8.6 

8.5 

18 

2.69 

AM  International  (5i 

192.8 

1 

851.9 

4 

3,5 

-4 

30.9 

901 

1.8 

1.9 

9.9 

8 

0,47 

Amdahl 

625.8 

15 

2101,1 

17 

41,6 

-33 

160.0 

-24 

6.7 

1  1.4 

13.6 

10 

1.39 

Apple  Computer  |3] 

1493.4 

6 

5372,3 

21 

124,8 

-1 1 

438.4 

5 

8.4 

10.0 

29.5 

10 

3.38 

AST  Research  i6) 

130.2 

17 

482.0 

5 

7,4 

NM 

1 1.4 

163 

5.7 

NM 

9.5 

15 

0.96 

Compaq  Computer 

788.1 

18 

2876.1 

39 

79.1 

-14 

333.3 

31 

10.0 

13.8 

28.4 

1 1 

7.77 

Conner  Peripherals 

225.7 

135 

704.9 

175 

14,6 

181 

41.4 

110 

6.5 

5.4 

20.6 

15 

1  09 

Control  Data 

523.7 

-44 

2934.5 

-19 

-196.8 

NM 

^580,4 

NM 

NM 

NM 

NM 

NM 

-16.1  1 

Cray  Research 

330.1 

0 

784.7 

4 

52.5 

-41 

89.0 

-43 

15.9 

26.8 

12.4 

15 

3.02 

Data  General  |3) 

290.7 

-6 

1296.5 

-3 

-20.5 

NM 

-120.7 

NM 

NM 

NM 

-23.1 

NM 

-4.13 

Digital  Equipment  (6) 

3184.8 

0 

12936.6 

5 

155.4 

-44 

875.8 

-28 

4.9 

8.8 

10.7 

10 

7.00 

Hewlett-Packard  (2) 

3377.0 

25 

1 1899.0 

21 

246.0 

1 

829.0 

2 

7.3 

9.0 

15.2 

12 

3.52 

International  Business  Machines 

20462.0 

2 

62710.0 

5 

591.0 

-75 

3758.0 

-32 

2.9 

1 1.7 

9.8 

16 

6.47 

NCR 

1788.0 

-1 

5956.2 

-1 

147.0 

-2 

41 1.6 

-6 

8.2 

8.3 

20.3 

12 

5.38 

Seagate  Technology  |6) 

690.1 

103 

1797.0 

33 

35.8 

369 

104.7 

NM 

5.2 

2.2 

17.2 

9 

1.95 

Storage  Technology 

299.8 

1 1 

982.5 

1 1 

22.3 

12 

36.4 

4 

7,4 

7.4 

1 1.6 

12 

1.40 

Sun  Microsystems  i6i 

595.4 

33 

2062.5 

41 

20.2 

-32 

36.1 

-60 

3,4 

6.6 

5.3 

48 

0.44 

Tandem  Computers  (3) 

436.5 

1 1 

1676.8 

18 

30,7 

-2 

1 17.8 

15 

7.0 

8.0 

1 1.9 

24 

1.15 

Tandy  16! 

1 456.6 

4 

4283.7 

7 

1 1 7.6 

-13 

303,9 

-5 

8.1 

9.6 

1 6.6 

9 

3.55 

Unisys 

2969.1 

3 

10096.9 

2 

34.0 

-84 

^539.3 

NM 

1.1 

7.6 

-30.1 

NM 

-4.71 

Wang  Laboratories  16) 

637.7 

-12 

2697.1 

-10 

-5.5 

NM 

-408,6 

NM 

NM 

0.6 

-38.4 

NM 

-2.51 

^A/estern  Digital  (6) 

264.9 

3 

976.5 

0 

8,6 

—32 

14.7 

—70 

1  o 
0.^ 

4.9 

4,8 

1 8 

0.50 

4669.0** 

1 7 ATS  n 

7 

212  0 

704  0 

8 1 

4  5 

1  4  0 

g 

6  56 

Zenith  Electronics 

443.2 

1 

1548.9 

1 1 

4.0 

-47 

-17.0 

NM 

0.9 

1.7 

-4.0 

NM 

-0.64 

Id  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

4287.5 

17 

1 5842.8 

19 

455.6 

28 

1463.4 

20 

10.6 

9.7 

21.7 

17 

1.93  1 

Automatic  Data  Processing  |6| 

414.0** 

1 

1689.5 

5 

50.0 

14 

196,2 

10 

12,1 

10.7 

20.2 

19 

2.68  1 

Comdisco  ;3i 

458.0** 

22 

1762.0 

30 

25.0 

9 

1  10,0 

21 

5,5 

6.2 

20.1 

9 

2.62  1 

Computer  Associates  Intl.  |9) 

347.1 

-4 

1243.8 

15 

70.5 

16 

145.8 

20 

20.3 

16.7 

17.5 

14 

0.83  1 

Computer  Sciences  <?) 

368.9 

7 

1442.8 

15 

14.9 

24 

58.4 

18 

4.0 

3.5 

14.0 

12 

3.63  1 

Electronic  Data  Systems 

1409.6 

1 1 

5373.5 

13 

1  19.5 

16 

435,3 

13 

8.5 

8.1 

26,3 

14 

3.62  1 

First  Financial  Management 

228.6 

63 

666.7 

56 

20.1 

74 

56,8 

65 

8.8 

8.3 

12.9 

1 1 

2.29  1 

Intergraph 

243.6 

13 

860.1 

7 

23.2 

-7 

79,5 

-10 

9.5 

11.6 

12.2 

13 

1.48  1 

Lotus  Development 

150.0 

33 

556.0 

19 

29.4 

227 

68.0 

15 

19.6 

8.0 

27.9 

18 

1.61  1 

Microamerica 

142,7 

28 

526.2 

30 

0.1 

-97 

5.3 

-36 

0.1 

2.1 

6.5 

13 

0.39  1 

Microsoft  !6) 

300.4 

43 

952.8 

33 

74.5 

57 

210.5 

39 

24.8 

22.6 

33.7 

27 

3.66  1 

Oracle  Systems  |7| 

224,6 

81 

769  3 

95 

28,5 

66 

97,7 

73 

12.7 

13.9 

34.3 

30 

0.72  1 

19  PAPER  &  FOREST  PRODUCTS  | 

INDUSTRY  COMPOSITE 

19555.9 

4 

78498.8 

8 

1060.6 

-25 

5528.3 

1 

5.4 

7.4 

16.0 

8 

4.42  1 

|ol  FOREST  PRODUaS 

GROUP  COMPOSITE 

7200.0 

3 

29134.7 

8 

193.5 

-56 

1696.9 

3 

2.7 

6.3 

16.0 

8 

4.06  1 

Boise  Cascade 

1066.2 

3 

4338.0 

6 

51,3 

-33 

267.6 

-7 

4,8 

7.4 

20.5 

6 

6.19  I 

Georgia-Pacific 

2438.0 

-5 

10171,0 

7 

157.0 

22 

661.0 

42 

6,4 

5.0 

25.2 

6 

7.42  ■ 

Louisiana-Pacific 

506.3 

13 

2009,5 

12 

52.8 

70 

192.6 

42 

10,4 

6.9 

16.8 

8 

5.04  1 

Pope  &  Talbot 

147.6 

4 

618,8 

20 

9.8 

14 

43.6 

37 

6,7 

6.1 

22.8 

6 

3.70  i 

Weyerhaeuser 

2566.0 

8 

10105,6 

8 

-128.7 

NM 

341.1 

-40 

NM 

6.5 

7.6 

15 

1.56 

Willamette  Industries 

475.9 

7 

1891,8 

10 

51.3 

30 

191.1 

19 

10.8 

8.8 

21.2 

7 

7.52 

(bl  PAPER 

GROUP  COMPOSITE 

12355.9 

4 

49364.2 

8 

867.1 

-10 

3831.3 

0 

7.0 

8.1 

15.9 

8 

4.60 

API  (3 

21  1,7 

-9 

889,6 

-16 

3.6 

NM 

-33.8 

NM 

1.7 

NM 

NM 

NM 

-9.07 

Bowater 

367.6 

0 

1450.0 

3 

32.2 

-29 

144.6 

-12 

8.8 

12.4 

15.6 

6 

3.86 

Champion  International 

1266.7 

-4 

5163.2 

1 

103.0 

-14 

432.4 

-5 

8.1 

9.1 

12.2 

6 

4.56 

Chesapeake 

206.0 

16 

813.1 

14 

10,3 

-33 

47.6 

-8 

5.0 

8.7 

15.5 

8 

2.31 

Consolidated  Papers 

242.9 

9 

952.5 

6 

44.4 

20 

167.9 

12 

18.3 

16.6 

21.0 

10 

3.85 

Glatfelter(P.  H.) 

143.0 

-1 

598.8 

5 

21.7 

-7 

92.9 

13 

15.1 

16.1 

24.2 

10 

3.85 

Great  Northern  Nekoosa 

907.8 

-4 

3863.1 

8 

51,9 

-40 

321.1 

-6 

5.7 

9.0 

18.2 

11 

5.78 

International  Paper 

2900.0 

16 

1 1369.0 

19 

197.0 

-4 

864.0 

15 

6.8 

8.2 

16.8 

6 

7.72 

James  River  Ccp.  of  Virginia  (8| 

1524.3 

5 

6024.4 

10 

66.5 

1 

257.1 

12 

4.4 

4.5 

11.1 

8 

2.89 

Kimberly-Clark 

935.4 

1 

3517.5 

6 

1 10.6 

17 

423.8 

12 

1  1.8 

10.2 

20.3 

12 

5.26 

Mead 

1078.3 

3 

4612.1 

3 

31.3 

-43 

215.8 

-41 

2.9 

5.2 

12.8 

10 

3.33 

Zcott  Paper 

1293.3 

1 

5065.6 

7 

71.6 

-12 

375.5 

-6 

5.5 

6.3 

18.9 

8 

5.11 

Union  Camp 

676.0 

-1 

2761.3 

4 

62.2 

-21 

299.4 

1 

9.2 

1 1.4 

17.5 

8 

4.35 

Westvaco(2| 

603.0 

6 

2284.1 

7 

60.8 

-8 

223.1 

1 1 

10.1 

11.6 

15.0 

8 

3.45 
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800  reasons 
to  leave  ATSSC 

Choose  MCI  800  Service'"  for  reasons  like 
Direct  Termination  Overflow'"  (DTO),  one 
of  our  advanced  routing  features.  If  your 
dedicated  MCI  800  lines  are  jammed  with 
customers,  the  extra  calls  will  be  automatically 
switched  onto  your  regular  business  lines. 
Something  AT&T  doesn't  do  for  you. 

Another  good  reason  to  choose  MCI  800 
Service  is  itemized  Call  Detail.  Unlike  AT&T, 
we  offer  it  to  all  our  customers.  And  MCI's 
Call  Detail  provides  the  complete  phone 
number  of  virtually  every  call.  Imagine  what 
you  could  do  with  that  information. 

And  only  MCI*  can  offer  your  business 
real-time  calling  number  identification  today, 
using  the  standard  signaling  technology  you 
already  have.  So  you  can  help  your  customers 
faster  than  ever  before. 

But  some  of  the  best  reasons  to  choose 
MCI  800  Service  are  unsurpassed  call  quality 
and  MCI  specialists  who  will  customize  our 
800  service  to  your  needs  and  be  there  to  an- 
swer questions,  24  hours  a  day  7  days  a  week. 

If  you  sign  up  now,  we'll  give  you  a  spe- 
cial credit*  just  for  switching,  plus  a  satisfac- 
tion guarantee.  If  you're  not  completely  satis- 
fied, we'll  pay  to  re-install  you  to  your  old 
carrier. 

For  even  more  reasons  to  switch,  contact 
your  MCI  Account  Representative  or  call 
1-800-888-0800. 


MCI 


Let  usshowyouf 


'Credit  equal  tu  25"..  ot  fourth  month's  bill  tor  all  one-year 

:ustomers  spending  S2,500-^/  month  per  800  number  '  MCI  Communications  Corporation,  1990 
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CORPOl 


COMPANY 

SALES 

PROFITS 

MARGINS 

RETURN  ON 

COMMON 

12 

4lh 

CHANGE 

12 

CHANGE 

4lh 

CHANGE 

12 

CHANGE 

4lh 

4th 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  Mil. 

$  Mil 

S  Mil 

$  Mil 

12-31 

228 

SHARE 

20  PUBLISHING  &  BROADCASTING 

INDUSTRY  COMPOSITE 

13746.5 

23 

46492.8 

12 

531.3 

-37 

3080.3 

-10 

3.9 

7.6 

14.9 

22 

2.12 

(a)  BROADCASTING 

GROUP  COMPOSITE 

3017.0 

14 

10328.5 

7 

239.3 

25 

1009.0 

66 

7,9 

7.2 

15.5 

20 

4.81 

American  TV  &  Communications 

256.3 

21 

973.4 

20 

26.3 

33 

95.1 

53 

10.3 

9.4 

28.9 

39 

0.87 

Capital  Cities/ABC 

1509.2 

15 

4957.4 

4 

182.0 

30 

485.7 

25 

12.1 

10.7 

15.5 

18 

27.25 

CBS 

865.8 

12 

2961.5 

7 

60.1 

50 

297.1 

5 

6.9 

5.2 

12.0 

16 

1 1.54 

Viacom 

385.7 

9 

1436.2 

14 

-29.1 

NM 

131.1 

NM 

NM 

NM 

23.4 

24 

2.13 

GROUP  COMPOSITE 

10729.5 

26 

14 

292.0 

—56 

207 1 .3 

—27 

2.7 

7.7 

14.6 

23 

1  fkA 
1  *OQ 

Affiliated  Publications 

147.7 

8 

542.1 

1 

13.8 

-2 

43.6 

-16 

9.4 

10.3 

22.3 

17 

0.63 

Commerce  Clearing  House 

153.9 

6 

677.5 

1 1 

-4.9 

NM 

34.3 

-31 

NM 

1.1 

15.2 

23 

1.92 

Dow  Jones 

439.3 

6 

1687.9 

5 

39.8 

-8 

317.0 

39 

9.1 

10.4 

22.9 

9 

3.15 

Dun  &  Bradstreet 

1 162.0 

3 

4321.8 

1 

137.4 

12 

586.4 

18 

1 1.8 

10.9 

26.8 

14 

3.14 

Gannett 

968.6 

7 

3518.2 

6 

127.4 

8 

397.5 

9 

13.2 

13.0 

20.5 

16 

2.47 

Harcourt  Brace  Jovanovich 

301.7 

-1 

1342.0 

6 

19.5 

NM 

-242.2 

NM 

6.5 

NM 

NM 

NM 

-4.14 

Knight-Ridder 

607.8 

6 

2268.3 

9 

55.1 

31 

179.8 

23 

9.1 

7.3 

20.1 

16 

3.43 

McGraw-Hill 

518.0 

8 

1789.0 

7 

-98.3 

NM 

39.8 

-79 

NM 

1 1.5 

4.3 

63 

0.82 

Media  General 

164.9** 

-14 

606.4 

-20 

-1.2 

NM 

20.7 

135 

NM 

NM 

8.0 

36 

0.80 

Meredith  (6i 

21 1.9 

8 

813.3 

9 

9.5 

-9 

30.9 

-3 

4.5 

5.3 

8.2 

18 

1.66 

New  York  Times 

470.2 

4 

1768.9 

4 

-19.0 

NM 

68.2 

-58 

NM 

10.8 

7.8 

26 

0.87 

Scripps(E.  W.) 

346.3 

3 

1266.4 

4 

31.0 

38 

89.3 

27 

9.0 

6.7 

13.4 

19 

1.14 

Time  Warner 

3094.0 

156 

7642.0 

70 

-223.0 

NM 

-256.0 

NM 

NM 

4.6 

-15.4 

NM 

-4.34 

Times  Mirror 

935.4** 

1 

3517.5 

6 

74.1 

-23 

298.0 

-10 

7.9 

10.5 

16.3 

14 

2.30 

Tribune 

668.0 

7 

2454.8 

5 

67.6 

7 

242.4 

15 

10.1 

10.1 

27.4 

13 

3.17 

Washington  Post 

381.4 

3 

1444.1 

6 

51.1 

38 

197.9 

-26 

13.4 

10.0 

20.7 

17 

15.50 

Western  Publishing  Group  (i  i! 

158-3** 

2 

504.4 

-7 

12.0 

9 

23.7 

-18 

7.6 

7.1 

12.8 

16 

1.14 

21  SERVICE  INDUSTRIES 

■  UmiCTDV  ^AUDACITC 

INDUsTRT  tvlVII'WVITC 

14265.4 

10 

53874.2 

1 5 

71 6»9 

1 6 

2534.4 

1 6 

5.0 

4.7 

1 7.0 

20 

1 .47 

(o|  CONSTRUaiON  &  ENGINEERING 

GROUP  COMPOSITE 

4522.2 

3 

1 7509.2 

15 

110.3 

32 

303.6 

45 

2.4 

1.9 

9.9 

29 

1.16 

Apogee  Enterprises (loi 

154.7 

36 

559.3 

39 

3.0 

-25 

13.0 

2 

1.9 

3.5 

14.1 

16 

0.96 

Atkinson  (G.  F.) 

206.6 

-19 

797.8 

-13 

-6.5 

NM 

-44.8 

NM 

NM 

0.2 

-31.3 

NM 

-5.11 

Butler  Mfg. 

143.2 

-17 

580.3 

-10 

0.8 

-79 

9.8 

-36 

0.6 

2.2 

24.7 

8 

2.15 

EG&G 

422.5 

9 

1650.2 

17 

19.2 

4 

69.9 

2 

4.5 

4.8 

22.0 

15 

2.40 

Fischbach  |3| 

174.9 

-10 

738.2 

-18 

10.5 

NM 

-40.4 

NM 

6.0 

NM 

-90.7 

NM 

-10.33 

Fluor  (21 

1667.1 

4 

6277.6 

22 

29.1 

23 

108.5 

92 

1.7 

1.5 

15.1 

30 

1.35 

Foster  Wheeler 

325.1 

7 

1243-2 

18 

9.7 

29 

33.6 

18 

3.0 

2.5 

7-4 

26 

0.95 

Jacobs  Engineering  Group  (3| 

21  1.5 

28 

839-8 

17 

3.3 

60 

1 1.5 

65 

1.6 

1.2 

18.3 

18 

2.10 

Morrison  Knudsen 

549.1 

6 

2169.6 

14 

10.7 

214 

32.2 

NM 

1.9 

0.7 

13.4 

19 

2.81 

Thermo  Electron 

157.9 

5 

579.0 

16 

7.6 

23 

24.6 

22 

4.8 

4.1 

12.4 

23 

1.35 

Wheelabrator  Technologies 

366.3 

-8 

1493.0 

23 

16.3 

52 

58.5 

64 

4.5 

2.7 

10.7 

23 

1.50 

Zurn  Industries  |9) 

143.4 

21 

581.4 

31 

6.6 

12 

27.3 

25 

4.6 

5.0 

13.2 

18 

2.21 

(b|  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

3748.4 

8 

14747.2 

9 

166.9 

7 

655.2 

1 

4.5 

4.5 

16.3 

15 

1.91 

Avnef  16) 

431.7 

-13 

1801.5 

-7 

16.7 

41 

63.4 

25 

3.9 

2.4 

8.3 

17 

1.76 

Banner  Industries  i6it 

203.6 

95 

630.6 

58 

-7.1 

NM 

-2.1 

NM 

NM 

NM 

-3.3 

NM 

-0.25 

Bearings  (6i 

158.7 

4 

648.8 

1 1 

4.1 

-4 

18.6 

13 

2.6 

2.8 

13.9 

9 

2.54 

Genuine  Parts 

763.8 

7 

3161.2 

7 

54.2 

10 

199.5 

10 

7.1 

6.9 

21.2 

15 

2.58 

Getty  Petroleum  (U) 

283.5 

28 

1  125.9 

4 

7.2 

1 1 

26.6 

0 

2.6 

3.0 

22.8 

10 

2.11 

Grainger  (W.  W.) 

448.6 

17 

1727.5 

13 

32.8 

27 

1  19.6 

10 

7.3 

6.7 

17.0 

16 

4.39 

Marshall  Industries  (7| 

130.7 

-2 

526.6 

6 

4.7 

-14 

19.3 

-1 1 

3.6 

4.1 

13.4 

10 

2.08 

Premier  Industrial  (7) 

154.7 

6 

615.8 

9 

18.8 

9 

72.5 

6 

12.2 

11.9 

31.4 

19 

1.24 

Safety-Kleen 

156.3 

15 

478.1 

15 

15.4 

5 

46.0 

9 

9.9 

10.8 

18.6 

21 

1.36 

Stewart  &  Stevenson  Services  ( 1 1 

140.7 

-4 

554.6 

19 

5.9 

-19 

26.0 

23 

4.2 

5.0 

17.6 

16 

1.88 

United  Stationers  (4) 

244.7 

2 

974.0 

10 

3.7 

-49 

21.2 

-14 

1.5 

3.0 

12.2 

9 

1.37 

Univariioi 

348.0 

6 

1377.2 

9 

5.8 

10 

20.8 

16 

1.7 

1.6 

16.2 

10 

1.18 

VWRiiO) 

143.9 

-8 

577.7 

-5 

-0.2 

NM 

6.0 

-32 

NM 

1.5 

8.9 

14 

1.11 

Willcox  &  Gibbs 

139.5 

30 

547.7 

44 

4.8 

21 

17.9 

28 

3.5 

3,7 

17,3 

9 

1.30 

Id  POLLUTION  CONTROL 

GROUP  COMPOSITE 

2147.4 

21 

8033.7 

25 

259.9 

18 

975.8 

19 

12.1 

12.4 

21.9 

24 

1.20 

Browning-Ferris  Industries  i3i 

715.5 

23 

2682.8 

24 

66.5 

12 

269.4 

14 

9.3 

10.2 

21.7 

20 

1.78 

Chemical  Waste  Management 

237.4 

9 

891.9 

27 

40.5 

15 

144.2 

23 

17.0 

16.1 

22.1 

27 

0.71 

Waste  Management 

1 194.5 

23 

4458.9 

25 

152.9 

23 

562.1 

21 

12.3 

12.8 

22.0 

26 

1.22 

(d|  PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

1880.2 

5 

6583.0 

10 

121.4 

14 

373.5 

18 

6.5 

5.9 

17.1 

14 

2.24 

Advo-System  (3) 

163.5 

7 

628.2 

6 

3.7 

NM 

10.6 

NM 

2.2 

NM 

24.2 

14 

0.63 

Bonta 

146.2 

6 

568.4 

20 

5.2 

16 

23.7 

12 

3.6 

3.3 

12.4 

12 

1.86 

Donnelley  (R.  R.)  &  Sons 

897.9 

2 

3122.3 

8 

68.1 

6 

221.9 

8 

7.6 

7.3 

15.9 

15 

2.85 

Interpublic  Group 

380.0** 

2 

1256.9 

8 

27.4 

18 

70.6 

17 

7.2 

6.3 

21.0 

14 

2.10  f; 

Omnicom  Group 

292.6 

18 

1007.2 

14 

17.1 

10 

468 

19 

5.9 

6.3 

21.1 

13 

1.81 
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Footnotes  on  page  67 


CORPORATE  SCOREBO/ 


ONCE  AGAIN,  ALASKA  AIRLINES 
HAS  LANDED  IN  A  FAMILIAR  PLACE. 


Recently,  the  prestigious  Conde 
Nast  Traveler  magazine  conducted  its 
Second  Annual  Readers'  Choice  Awards, 

The  nnagazine's  readers,  among 
the  most  sophisticated  travelers  in  the 
world,  were  asked  to  pick  their  favorite 
hotels,  resorts,  cruise  lines  and  airlines. 

When  the  votes  were  counted, 
Alaska  Airlines  was  rated  the  top  air- 
line in  America.  This,  after  having  been 


named  the  country's  number  one  air- 
line in  a  recent  USA  TODAY  survey 
of  frequent  business  flyers. 

At  Alaska  Airlines,  our  reactions 
ran  the  gamut  from  "Gosh"  to  "Aw, 
Shucks"  But  modesty  aside,  we  are 
delighted  that  such  seasoned,  sophis- 
ticated travelers  seem  to  appreciate 
our  approach  to  flying. 

Which,  in  a  nutshell,  is  to  do  every- 


thing we  can  to  make  each  passenger 
feel  like  a  welcome  guest.  As  opposed 
to  a  number 

So  on  your  next  trip  to  or  from  the 
Pacific  Northwest,  California,  Arizona, 
Alaska  or  Mexico,  call  your  travel  agent 
or  Alaska  Airlines.  Our  success  won't 
spoil  us,  but  it  may  spoil  you. 

AlaskaCAirlines 


Thanks  To  TteseAdveriisers 
The  Beat  Goes  On. 


ABC  Network  Television 

Goodyear  Retailers 

Pavilions 

Alpha  Beta  Supermarkets 

Grantree  Furniture 

Performance  Plus  Stores 

American  Airlines 

GTE 

Physicians  Clinic 

Ascot  Raceway 

Haggar 

Playboy  Magazine 

AT&T 

Heublein 

Prime  Ticket 

Auto  Insurance  Specialists 

Hyundai 

Quaker  State  Motor  Oil 

Bakers  Square 

J.H.  Biggar  Furniture 

RCA  Television 

Barker  Bros.  Furniture 

John  Crandall  Jewein/ 

Red  Onion 

Bentley's  Night  Club 

In-N-Out  Burger 

Reuben's 

Bridgestone  Tires 

Int'l  Film  &  Entertainment 

Rex  Communications 

The  Broadway 

Irvine  Ranch  Market 

R.G.  Canning 

Budget  Rent-A-Car 

KABC  Television 

Road  Angels 

Builders  Emporium 

KCBS  Television 

Robinson's 

Canada  Dry 

KCOP  Television 

See's  Candy 

Canadian  Glacier  Water 

KHJ  Television 

Seven  Eleven  Stores 

Carl's  Jr.'s 

Kirin  Dry  Beer 

Southern  California  Lincoln  Mercury  Dealers 

CBS  Network  Television 

Korbel  Champagne 

Southern  California  Mazda  Dealers 

Chevrolet 

KTLA  Television 

Southern  California  Toyota  Dealers 

Chevron 

LA  Entertainment 

Southern  California  Volkswagen  Dealers 

Chief  Auto  Parts 

LARD.  Recruiting 

Spectrum  Auto  Show 

Chn/sler  Corporation 

Lincoln  Mercury  Dealers 

Star  System  ATM's 

Cigarest 

Lindora  Medical  Clinic 

Stor  Furniture 

Cirta  Medical 

Liz  Claiborne  Fragrances 

The  Strand 

Dashers  Insurance 

Lucky  Supermarkets 

Target 

Del  Taco 

May  Company 

Tribune 

Denny's 

McDonalds 

Unocal 

Disneyland 

McDonnell  Douglas 

U.S.  Publications 

Domaine  Chandon 

Merit  College 

Vons  Grocery 

Eastwick  Insurance 

MGM/UA  Television 

Warner  Center  Limo 

Exxon 

Michael  Jay  Co. 

Warner  Home  Video 

Faces  International 

Midway  Airlines 

Wedding  Guild 

First  Interstate  Bank 

Miller  Beer 

Western  Jewelry  Plaza 

Florentine  Gardens 

Nissan 

Wicks  Furniture 

Fox  Television 

Nissin  Cup  0'  Noodles 

Wine  World 

freeway  Insurance 

Nordstrom 

XS  Niteclub 

Gibraltar  Savings 

O.C.  Sheriff's  Department  Recruiting               Yoplait  Yogurt 

CMC 

Orion  Pictures 

Zacky  Farms 

Go  Sport 

Pacific  Bell 

Zaies  Jewelers 

PacTel  Cellular 
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•KKBT-IOS  ANGELES- 


aSB-CA 


iOMPANY  SALES   PROFITS  

MAROINS         RETURN  ON 

COMMON  12 


4lh 

CHANGE 

12 

CHANGE 

4lh 

CHANGE  12 

CHANGE 

4th 

4lh 

EQUITr 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  Mil. 

S  Mil 

S  Mil 

$  Mil 

% 

1231 

228 

SHARE 

THER  SERVICES 

ROUP  COMPOSITi 

1 967.2 

25 

7001.1 

25 

58.4 

16 

226.2 

2.1 

1  ft  c 

14 

I.OI 

dia  Services 

158.5** 

18 

604.5 

20 

4.5 

14 

20.3 

15 

2.8 

2.9 

12.5 

14 

1.63 

mer.  Building  Maintenance  121 

165.9 

8 

638.4 

10 

2.8 

16 

8.7 

23 

1.7 

1.6 

12.6 

16 

2.25 

Dl 

232.6 

16 

887.3 

21 

4.9 

16 

20.7 

29 

2.1 

2.1 

21.3 

10 

1.05 

andleman  iS) 

205.0 

14 

678.3 

15 

13.3 

14 

43.3 

17 

6.5 

6.5 

20.7 

13 

1.34 

560.5 

77 

1741.7 

88 

1 1.4 

42 

38.8 

40 

2.0 

2.5 

16.7 

17 

1.90 

elly  Services 

351.7 

9 

1377.5 

9 

16.5 

14 

70.8 

17 

4.7 

4.5 

26.1 

14 

2.36 

Isten 

146.1** 

3 

580.1 

12 

3.9 

-21 

18.1 

5 

2.7 

3.5 

20.4 

12 

1.17 

olt  Information  Sciences  121 

146.8 

19 

493.4 

6 

1.1 

64 

5.4 

331 

0.8 

0.6 

5.9 

15 

0.88 

ELECOMMUNICATIONS 

IDUSTRY  COMPOSITE 

40369.2 

S 

155555.6 

6 

3302.8 

NM 

13978.8 

45 

8.2 

NM 

14.5 

15 

3.02 

}U!PMENT&  SERVICES 

ROUP  COMPOSITE 

13676.2 

52591 .5 

3 

930.1 

NM 

3523.9 

NM 

6.8 

NM 

18.7 

1 8 

1 .96 

merican  Telephone  &  Telegraph  9301.0 

1 

361 12.0 

3 

705.0 

NM 

2697.0 

NM 

7.6 

NM 

21.2 

15 

2.50 

\cCaw  Cellular  Communications     1 52.2 

67 

504.2 

62 

-58.4 

NM 

-288.5 

NM 

NM 

NM 

-27.0 

NM 

-1.95 

^CI  Communications 

1710.0 

20 

6471.0 

26 

143.0 

8 

603.0 

69 

8.4 

9.2 

30.7 

14 

2.26 

acific  Telecom 

168.6 

18 

657.0 

19 

20.3 

36 

73.5 

26 

12.0 

10.5 

15.3 

13 

1.91 

cientific-Atlanta  I6) 

147.1 

14 

585.5 

15 

10.3 

13 

39.6 

24 

7.0 

7.1 

15.1 

12 

1.69 

;lecom-USA 

197.0 

32 

712.9 

30 

8.5 

6 

36.4 

22 

4.3 

5.4 

18.0 

13 

1.25 

nited  Telecommunications 

2000.3 

15 

7549.0 

16 

101.4 

848 

362.9 

156 

5.1 

0.6 

17.9 

19 

1.72 

IlEPHONE  COMPANIES 

ROUP  COMPOSITE 

26693.0 

S 

102964.1 

4 

2372.7 

-12 

10454.9 

-5 

8.9 

10.6 

13.4 

15 

3.68 

lltel 

324.1 

18 

1225.6 

15 

40.3 

1 1 1 

153.9 

23 

12.4 

7.0 

17.1 

13 

2.32 

meritech 

2603.4 

4 

1021 1.3 

3 

331.7 

7 

1238.2 

0 

12.7 

12.4 

16.1 

12 

4.59 

el!  Atlantic 

2888.7 

4 

1 1448.6 

5 

57.9 

-81 

1074.5 

-18 

2.0 

10.9 

1  1.9 

16 

5.43 

ellSouth 

3615.2 

1 

13996.3 

3 

469.0 

12 

1695.0 

2 

13.0 

1 1.7 

12.9 

14 

3.55 

entel 

305.2 

7 

1  187.7 

8 

8.6 

-59 

1  1.0 

-90 

2.8 

7.4 

1.1 

NM 

0.11 

incinnati  Bell 

226.8 

16 

900.0 

22 

22.7 

31 

94.4 

12 

10.0 

8.9 

17.9 

17 

1.50 

ontel 

831.0 

-1 

31  14.0 

7 

78.0 

8 

277.0 

-10 

9.4 

8.6 

17.2 

15 

1.74 

TE 

4624.7 

7 

17424.4 

6 

391.7 

20 

1417.3 

16 

8.5 

7,6 

16.9 

14 

4.16 

ynex 

3367.8 

4 

13210.6 

4 

-43.7 

MM 

807.6 

-39 

NM 

10.6 

8.4 

19 

4.10 

acific  Telesis  Group 

2475.0 

2 

9593.0 

1 

322.0 

29 

1242.0 

5 

13.0 

10.3 

15.5 

14 

3.02 

ochester  Telephone 

146.1 

13 

562.0 

14 

1 1.7 

-22 

51.5 

-4 

8.0 

1 1.6 

14.0 

15 

2.00 

Duthern  New  England  Tel. 

422.6** 

0 

1670.5 

6 

41.1 

3 

189.1 

22 

9.7 

9.4 

15.7 

12 

3.04 

Buthwestern  Bell 

2323,0 

6 

8729.8 

3 

297.2 

-3 

1092.8 

3 

12.8 

14.0 

13.2 

15 

3.64 

SWest 

2539.4 

8 

9690.6 

5 

344.4 

27 

1 1 10.7 

-2 

13.6 

1  1.6 

13.8 

1  1 

6.02 

RANSPORTATION 

IDUSTRY  COMPOSITE 

27338.8 

6 

107101.0 

9 

-29.8 

NM 

2955.7 

-17 

NM 

3.6 

7.8 

18 

2.01 

IRLINES 

ROUP  COMPOSITE 

10978.4 

4 

44706.3 

7 

-343.2 

NM 

430.6 

-55 

NM 

0.7 

3.6 

33 

1.32 

laska  Air  Group 

223.3 

14 

916.5 

13 

2.5 

-59 

42.9 

15 

1.1 

3.1 

12.4 

8 

2.71 

merica  West  Airlines 

278.3 

31 

993.4 

28 

0.7 

-70 

12.8 

NM 

0.3 

1.2 

13.1 

14 

0.61 

MR 

2585.5 

9 

10479.6 

19 

38.9 

-67 

454.8 

-5 

1.5 

4.9 

12.5 

8 

7.16 

elta  Air  Lines  |6) 

2048.6 

10 

8571.7 

17 

64.2 

-25 

473.2 

37 

3.1 

4.6 

16.3 

7 

9.25 

outhwest  Airlines 

255.6 

13 

1015.1 

18 

8.1 

-50 

71.6 

23 

3.2 

7.1 

12.0 

9 

2.37 

exas  Air 

1725.4 

-15 

6684.9 

-22 

-362.8 

NM 

-885.6 

NM 

NM 

NM 

NM 

NM 

-22.71 

AL 

2367.5 

7 

9793.6 

9 

6.8 

-85 

324.2 

-46 

0.3 

2.0 

20.9 

9 

14.96 

SAir  Group 

1494.2 

1 

6251.6 

10 

-101.7 

NM 

-63.2 

NM 

NM 

1.5 

-3.8 

NM 

-1.73 

ASLROADS 

ROUP  COMPOSITE 

7711. S 

-1 

29768.1 

1 

232.7 

-61 

1823.8 

7 

3.0 

7.7 

10.0 

14 

2.64 

uriington  Northern 

1 176.8 

0 

4606.3 

-2 

80.9 

NM 

243.0 

146 

6.9 

NM 

23.8 

10 

3.19 

onsolidated  Rail 

823.0 

-9 

3411.0 

-2 

-81.0 

NM 

148.0 

-52 

NM 

8-6 

3.5 

20 

2.17 

SX 

2034.0 

-1 

7745.0 

2 

126.0 

0 

427,0 

NM 

6.2 

6.2 

12.9 

8 

4.09 

orfollc  Southern 

1 107.9 

-4 

4536.0 

2 

148.2 

-17 

606.2 

-5 

13.4 

15.4 

1 1.7 

10 

3.48 

onto  Fe  Pacific 

831.8 

-6 

2977.9 

-5 

-209.4 

NM 

-195.4 

NM 

NM 

13.9 

-27.4 

NM 

-1.23 

nion  Pacific 

1738.0 

10 

6492.0 

7 

168.0 

8 

595.0 

6 

9.7 

9.9 

15.6 

13 

5.62 

RANSPORTATION  SERVICES 

ROUP  COMPOSITE 

4989.6 

18 

19107.7 

19 

101.1 

-9 

333.6 

-13 

2.0 

2.6 

6.8 

19 

1.28 

ir  Express  International 

140.1 

2 

514.4 

-2 

3.3 

56 

8.5 

4 

2.3 

1.5 

23.2 

9 

1.70 

lirborne  Freight 

262.2 

25 

949.9 

24 

6.8 

291 

19.1 

171 

2.6 

0.8 

13.8 

16 

2.67 

vondale  Industries 

185.3 

15 

708.3 

24 

-1.7 

NM 

1.8 

-80 

NM 

3.0 

0.7 

76 

0.12 

ederal  Express  (7) 

1724.1 

52 

6323  9 

49 

37.0 

-29 

133.2 

-31 

2.1 

4.6 

8.4 

19 

2.52 

atx 

197.3** 

25 

71 1.6 

21 

15.2 

69 

65.7 

40 

7.7 

5.7 

12.2 

10 

6.36 

HH181 

473.7 

12 

1817.5 

5 

1  1.6 

10 

51.5 

163 

2.4 

2.5 

14.2 

10 

3.04 

yder  System 

1285.4 

-2 

5073.4 

1 

21,1 

-56 

52.2 

-61 

1.6 

3.6 

3.2 

31 

0,58 

ubaru  of  America  (2) 

372.9 

-7 

1718.1 

1 

0.4 

NM 

-42.4 

NM 

0.1 

NM 

-22.6 

NM 

-0.87 

rinity  Industries  |9) 

348.6 

27 

1290.5 

49 

7,6 

-14 

43.9 

73 

2.2 

3.2 

17.1 

10 

2.39 
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COMPANY 

SALES 

PROFITS 

MARGINS 

RETURN  ON 

COMMON 

12 

4th 

CHANGE 

12 

CHANGE 

4lh 

CHANGE  12 

CHANGE 

4ih 

EQUITY 

PRICE- 

MONTHS 

f\\  1 A  BTFD 
WUAK  1  CH 

QUARTER 

FROM 

MONTHS 

QUARTER 

QUARTER 

W  MUN  1  Mb 

Earnings 

EARNING 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  MIL 

$  Mil 

S  MIL. 

S  Mil 

% 

1231 

2-28 

SHARE 

(d)  TRUCKING  &  SHIPPING 

CROUP  COMPOSITE 

3659.4 

13 

13519.0 

19 

-20.4 

NM 

367.6 

-31 

NM 

4.6 

10.3 

15 

1.70 

Alexander  &  Baldwin 

162.1 

-6 

846.3 

21 

16.8 

-37 

202.7 

50 

10.4 

15.5 

33.5 

7 

4.38 

American  President 

590.9** 

-4 

2233.9 

5 

-8.3 

NM 

11.3 

-86 

NM 

2.5 

0.1 

NM 

-0.04 

Carolina  Freight 

21  1.3 

2 

670.4 

3 

-3.5 

NM 

1.2 

-88 

NM 

2.5 

0.8 

NM 

0.16 

Consolidated  Freightways 

991 .3 

38 

3760.2 

40 

-32.3 

NM 

8.6 

-92 

NM 

5.6 

0.1 

NM 

0.02 

Hunt  (J.  B.)  Transport  Services 

132.1 

29 

509.3 

30 

8.4 

-2 

30.6 

-7 

6.3 

8.3 

18.2 

16 

1.30 

Preston 

154.1 

2 

618.3 

4 

-4.2 

NM 

-0.9 

NM 

NM 

0.6 

-0.7 

NM 

-0.15 

Roadway  Services 

858.2 

16 

2660.9 

22 

29.9 

-6 

95  5 

19 

3-5 

4.3 

13.7 

16 

2-44 

Yellow  Freight  System 

559.4 

7 

2219.8 

10 

-27.1 

NM 

18.6 

-73 

NM 

3.6 

4.2 

36 

0-65 

24  UTILITIES 

INDUSTRY  COMPOSITE 

S0293.7 

12 

191323.8 

9 

3709.7 

134 

17148.2 

7 

7.4 

3.5 

10.6 

122.30 

|a)  ELEaRIC 

GROUP  COMPOSITE 

36562.2 

7 

I46I8I.I 

8 

3013.8 

133 

1 5563.8 

4 

8.2 

3.8 

10.7 

12 

2.33 

Allegheny  Power  System 

571.6 

9 

2258.2 

4 

50.8 

-9 

213.5 

-5 

8.9 

10.7 

12.4 

11 

3.72 

American  Electric  Power 

1383.0 

12 

5140.6 

6 

192.7 

9 

691.7 

0 

13.9 

14.3 

14.5 

9 

3.25 

Baltimore  Gas  &  Electric 

485.5 

14 

2004.1 

8 

44.1 

0 

276.3 

-9 

9.1 

10.3 

12.2 

10 

3.05 

Boston  Edison 

306.5 

10 

1269.3 

6 

-88.0 

NM 

-16.1 

NM 

NM 

6.0 

-4.1 

NM 

-0.88 

Carolina  Power  &  Light 

606.4 

8 

2480.8 

9 

61.1 

40 

376.1 

91 

10.1 

7.8 

14.2 

10 

4.20 

Centerior  Energy 

532.3 

15 

2302.4 

13 

28.1 

NM 

332.5 

NM 

5.3 

NM 

9.6 

10 

1.90 

Central  &  South  West 

61  1.0 

7 

2549.0 

1 

39.0 

1  1 

319.0 

-10 

6.4 

6.2 

1  1.0 

12 

3.06 

Central  Maine  Power 

190.0 

6 

703.7 

8 

15.4 

272 

48.5 

6 

8.1 

2.3 

11.1 

10 

1.92 

Cincinnati  Gas  &  Electric 

406.2 

1 1 

1437.5 

4 

66.1 

41 

239.7 

6 

16.3 

12.9 

17.2 

7 

4.34 

CMS  Energy 

860.6 

0 

2961.1 

1 

79.1 

0 

332.1 

12 

9.2 

9.2 

16.5 

9 

3.80 

Commonwealth  Edison 

1310.8 

-3 

5751.1 

2 

40.5 

-46 

693.7 

-6 

3.1 

5.5 

8.6 

12 

2.83 

Commonwealth  Energy  System 

233.2 

21 

805.9 

17 

16.2 

24 

41.6 

19 

7.0 

6.8 

13.4 

9 

4.14 

Consolidated  Edison  Co.  of  N.  Y. 

1370.6 

13 

5550.6 

9 

105.3 

12 

606-1 

1 

7.7 

7.8 

13.0 

10 

2.49 

Delmarva  Power  &  Light 

186.3 

5 

789.7 

3 

17.0 

72 

91.3 

8 

9.1 

5.6 

13.1 

1 1 

1.80  1 

Detroit  Edison 

792.7 

4 

3203.0 

3 

87.6 

NM 

426.0 

NM 

11.0 

NM 

16.4 

10 

2.65  1 

Dominion  Resources 

939.7** 

1 1 

3699.9 

1 ) 

135.8 

30 

470.5 

-4 

14.5 

12.3 

12.2 

1 1 

4.14  1 

DPL 
DOE 

Duke  Power 
Entergy 


269.0 
276.5 
887.5 
882.8 


960.5 
1 120-7 
3639-3 
3723.0 


27.7 
33.4 
122.2 
33.4 


36 
-3 
404 
-58 


146.9 
129.8 
571.6 
-395.0 


-6 
28 
NM 


10.3  7.8 

12.1  12.5 

13.8  2.9 

3.8  9.2 


13.5 
10.7 
14.2 
-11.1 


9 
10 
10 
NM 


3.27 
2.03 
5.13 
-2.31 


Florida  Progress 
FPL  Group 

General  Public  Utilities 
Gulf  States  Utilities 


525.1 
1471.4 
706-3 
382-4 


2129-4 
6179-8 
291  1-2 
1607-4 


6 
6 
NM 
6 


33-3 
81-0 
58-1 
4-7 


-14 
-17 
37 
-39 


203-9 
454.2 
312.4 
32-4 


0 
-72 


6.3 
5.5 
8.2 
1.2 


7.0 
6.3 
2.1 


13.6 
1 1.9 
14.0 
-1.5 


10 
10 
9 
NM 


3.67 
3.12) 
5.01  [ 
-0.28 1 


Hawaiian  Electriclndustries  227.1  17  884.1  21  14.3  8  68.7  15  6.3  6.9  13.2  12  3.061 

Illinois  Power  313.1  9  1312.6  2  -1.2  NM  -288.4  NM  NM  2.0  -20.8  NM  -4.341 

Kansas  Power  &  Light  293.5  12  1127.6  -3  11.7  -6  72.8  -9  4.0  4.8  11.5  11  2.05 1 

Long  Island  Lighting  567.0  18  2347.6  10  -25.1  NM  -95.8  NM  NM  3.5  -8.7  NM  -1.57[ 


Midwest  Energy 

161.6 

6 

572.7 

0 

10.9 

8 

53.7 

22 

6.7 

6.6 

17.5 

9 

2.281 

New  England  Electric  System 

429.1 

16 

1643.2 

8 

45-3 

100 

149.2 

NM 

10.6 

6.1 

12.7 

11 

2.361 

New  York  State  Electric  &  Gas 

349.9 

4 

1427.7 

7 

24-0 

-5 

157.8 

-8 

6.8 

7.5 

11.8 

10 

2.53| 

Niagara  Mohawk  Power 

734-0 

8 

2906.0 

4 

9-1 

NM 

150.8 

-28 

1.2 

NM 

5.5 

17 

0.78 1 

Nipsco  Industries 

451.6 

6 

1559.6 

2 

40-9 

4 

137.3 

12 

9.1 

9.2 

12.8 

10 

I.72I 

Northeast  Utilities 

574.1 

9 

2206.3 

6 

56-5 

-17 

242.0 

-8 

9.8 

12.9 

11.6 

1 1 

I.87I 

Northern  States  Power 

499.5 

3 

1989.7 

-1 

40-7 

83 

222.0 

3 

8.1 

4.6 

13.6 

1 1 

3.24I 

Ohio  Edison 

545.7 

2 

2155.0 

1 

84-1 

NM 

371.7 

62 

15.4 

NM 

13.0 

10 

2.18| 

Oklahoma  Gas  &  Electric 

279.3 

20 

1 141.3 

4 

22-1 

36 

129.4 

-6 

7.9 

7.0 

14.5 

12 

3.O5I 

Pacific  Gas  &  Electric 

2146,7 

5 

8588.3 

12 

103-0 

NM 

900  6 

NM 

4.8 

NM 

10.8 

12 

1.90| 

PacifiCorp 

991.9 

6 

3717.4 

6 

123-5 

17 

465.6 

4 

12.5 

1  1.4 

14.8 

13 

I.81I 

Pennsylvania  Power  &  Light 

662.0 

20 

2356.4 

6 

108-1 

43 

353.4 

6 

16.3 

13.7 

14.5 

10 

4.05| 

Philadelphia  Electric 

842.3 

8 

3405.6 

5 

132-6 

36 

590.4 

4 

15.7 

12.5 

13.2 

8 

2.36* 

Pinnacle  West  Capital 

31 1.9 

-4 

1463.0 

1 

-13-8 

NM 

25.1 

-85 

NM 

2.2 

6.3 

8 

1.44:. 

Portland  General 

223.0 

10 

807.6 

6 

-51.8 

NM 

0.1 

NM 

NM 

21.9 

-1.5 

NM 

-0.2  Ifr 

Potomac  Electric  Power 

295.0 

6 

1394.9 

3 

35.9 

8 

214.6 

2 

12.2 

1 1.9 

14.7 

10 

2.16 

PSI  Holdings 

267  4 

4 

1059.0 

2 

21.7 

NM 

138.2 

19 

8.1 

NM 

22.7 

7 

2.32 

Public  Service  Co.  of  Colorado 

423.4 

2 

1740.7 

3 

42.2 

-16 

148.8 

19 

10.0 

12.2 

15.1 

10 

2.59 

Public  Service  Enterprise  Group 

1316.8 

1 1 

4804.9 

9 

106.6 

16 

571.1 

2 

8.1 

7.7 

12.9 

10 

2.62 

Puget  Sound  Power  &  Light 

242.0 

7 

887.8 

12 

20.8 

-40 

1 17.7 

-8 

8.6 

15.3 

11.7 

1 1 

1.88 

Rochester  Gas  &  Electric 

233.0 

20 

845.7 

9 

21.6 

104 

71.4 

-6 

9.3 

5.5 

11. 4 

10 

2.10 

San  Diego  Gas  &  Electric 

577.8 

10 

2082.5 

0 

54.5 

15 

187.1 

-1 

9.4 

9.0 

14.2 

13 

3.15 

Scana 

284.6 

5 

1 123.3 

4 

24.1 

2 

129.9 

1 

8.5 

8.8 

13.3 

1 1 

3.04 

SCECorp 

1619.7 

5 

6904.4 

10 

129.8 

10 

822.7 

2 

8.0 

7.7 

14.7 

10 

3.56 

Southern 

1780.0 

8 

7491.7 

4 

134.0 

-25 

968.4 

0 

7.5 

10.9 

12.2 

10 

2.68 

Southwestern  Public  Service  (4| 

201.7 

10 

816.4 

3 

37.8 

63 

122.4 

17 

18.8 

12.7 

17.7 

10 

2.81 

Teco  Energy 

256.3 

1 

1060.0 

1 

26.3 

13 

138  1 

10 

10.3 

9.2 

15.3 

13 

2.36 

1     Texas  Utilities 

1036.5 

9 

4320.5 

4 

211.3 

69 

887.8 

20 

20.4 

13.1 

12.3 

8 

4.44 

Union  Electric 

451.8 

7 

2010.3 

-1 

46.0 

108 

285.6 

-2 

10.2 

5.2 

13.5 

10 

2.61 

UtiliCorp  United 

237.4 

27 

731  9 

9 

13.9 

30 

48.3 

18 

5.9 

5.7 

12.8 

10 

2.04 

Washington  Water  Power 

162.0 

16 

589.5 

9 

19.5 

-4 

72.1 

1 

12.1 

14.5 

12.7 

1 1 

2.7C 

Wisconsin  Energy 

385.9 

-4 

1493.4 

-3 

48.5 

121 

199.9 

6 

12.6 

5.5 

14.8 

10 

2.88 
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CORPORATE  SCOREBO. 

T  JUST  $10.75  T0 100  COUNTRIES, 
WE'RE  THE  ONLY  WAY  TO  FLY 


Express  Mail  International  Service 
Dw  offers  you  one  flat  rate  to  over 
DO  countries  worldwide. 

Just  $10.75  for  an  8-oz.  letter 
-a  rate  that's  up  to  50%  less 
lan  what  our  competitors  * 
large. 

And  our  normal  delivery  includes 
-day  service  to  Canada  and 
urope,  and  3-day  service  to  the 


Pacific  Rim  and  all  our  other 
destinations. 

So,  if  you  need  to  send  an  urgent 
\J5^j^^  letteror  document  abroad,  use 
the  carrier  that  makes  your 
dollar  go  further  than  any  other. 
Express  Mail  International 
Service. 

Stop  by  your  Post  Office,  or  dial 
1-800-THE-USPS  for  more  information. 


£)  1990  USPS   36  USC  380 


^  UNITED  STATES  POSTAL  SERVICE  We  Deliver. 

SPONSOR 


COMPANY 


SALES 


PROFITS 


4lh 

CHANGE 

12 

CHANGE 

4lh 

CHANGE 

12 

CHANGE 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

S  MIL 

S  Mil 

S  Mil 

S  MIL 

MARGINS 


QUARTER  QUARTER 
1989  1988 


RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 
12-31 


12 

PRICE-  MONTH 
EARNINGS  EAI!NIN( 
RATIO  PER 
2  28  SHARE 


(b|  GAS  &  TRANSMISSION 


GROUP  COMPOSITE 

13731.5 

27 

45142.7 

14 

695.9 

141 

1 584.4 

49 

S.I 

2.7 

10.0 

17 

2.00^* 

Arkia 

729.5 

35 

2245.7 

13 

68. 1 

62 

-60.9 

NM 

9.3 

7.8 

-12.3 

NM 

-0.80  i3 

Atlanta  Gas  Light  |3| 

334.6 

1 4 

979.7 

1 

2 1 .6 

3 1 

47. 1 

8 

6.4 

5.6 

1 1.5 

13 

2.12  5 

Brooklyn  Union  Gas  I3i 

334.4 

12 

1005.9 

8 

30.5 

-2 

63.6 

-5 

9.1 

10.5 

1 1.7 

12 

2.48 1 

Columbia  Gas  Systcin 

1 233  3 

37 

3 1 66  3 

] 

72  7 

37 

1 45  8 

23 

5  9 

5  9 

1  c 
1  J 

Diversified  Energies 

265.5 

9 

841 .7 

10 

2.5 

-78 

26.2 

-4 

0.9 

4.6 

5.5 

19 

1.63g 

Eastern  Enterprises 

225.6 

29 

840.1 

25 

14.7 

-12 

56.6 

12 

6.5 

9.6 

1 1.5 

12 

2.43| 

Enron 

2735.4 

28 

9835.7 

19 

1 13.7 

307 

226. 1 

74 

4.2 

1.3 

13.7 

13 

4.03| 

Enserch 

770  3 

g 

274 1  8 

Q 

22  8 

232 

70  0 

554 

3  0 

1  0 

07 
Z 1 

MCN 

396.7 

0 

1296.6 

1 

16.6 

4 

51.3 

4 

4.2 

4.0 

17.1 

10 

2.20I5 

National  Fuel  Gas  (3) 

291.1 

16 

895,4 

12 

24.4 

26 

57.5 

22 

8.4 

7.7 

1 1.9 

12 

2.07^ 

Nicor 

518.3 

12 

1621.7 

7 

46.3 

23 

1 19.9 

13 

8.9 

8.1 

18.9 

1 1 

3.98| 

Pacific  Enterprises 

1783.0 

12 

6762,0 

14 

43.0 

0 

217.0 

-5 

2.4 

2.7 

10.5 

15 

3.O5I 

Panhandle  Easternt 

1 123.0 

251 

2781.0 

113 

41.2 

NM 

69.5 

NM 

3.7 

NM 

4.8 

28 

0.97| 

Peoples  Energy  |3) 

407.0 

18 

1250.5 

5 

39.2 

21 

87.3 

-3 

9.6 

9.4 

15.3 

9 

2.60} 

Sonat 

446.6 

23 

1778.5 

28 

23.1 

98 

109.0 

29 

5.2 

3.2 

9.8 

18 

2.671 

Southwest  Gas 

234.5 

7 

844.6 

5 

22.1 

34 

42.7 

4 

9.4 

7.5 

12.9 

8 

2.15| 

Transco  Energy 

906.4 

38 

2989,0 

8 

24.1 

NM 

1 12.5 

NM 

2.7 

NM 

15.0 

13 

3.10 

Washington  Gas  Light  oi 

274.9 

19 

798,7 

14 

32.1 

52 

58.2 

29 

11.7 

9  1 

14.0 

10 

2.95 

Wicor 

182.6 

-14 

710,6 

-6 

13.7 

8 

32.7 

-3 

7.5 

6.0 

14.3 

9 

2.40 

Williams 

538,8 

19 

1717,4 

2 

23.4 

NM 

52.5 

270 

4,3 

NM 

5.1 

26 

1.17 

ALPHABETICAL  LIST  OF  COMPANIES 


The 


ing  each  compony  nome  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&P  lOc 

AbboH  Laboratories  12d 
Adia  Services  21e 
Advonced  Micro  9d 
Advo-System  21d 
Aetna  Life  &  Casualty  1  7b 
Affilioted  Pubs,  20b 
Ahmonson  (H  F.)  1  7c 
Air  Express  Intl.  23c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alasko  Air  Group  23a 
Albany  International  1  5d 
Alberto-Culver  6d 
Albertson's  lOc 
Aico  Standard  5 
Alcoa  1 6a 

Alexanders.  Alex.  17a 
AlexonderS.  Boldwin  23d 
Allegheny  17a 
Allegheny  International  6b 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allergan  12fa 
Allied-Signol  5 
Alltel  22b 

AM  International  13b 
Amax  16a 
Ambose  I  7b 
Amdahl  18b 
Amerodo  Hess  lib 
America  West  23a 
Americon  Bronds  6e 
American  Building  21e 
Americon  Cyanomid  4 
Americon  Electric  24a 
Americon  Express  17a 
Americon  Family  17b 
American  Generol  17b 
American  Greetings  14d 
American  Home  12b 
American  Intl.  Group  17b 
American  Medical  12c 


American  Notional  17b 
Americon  Petrofino  lib 
American  President  23d 
American  Stores  10< 
American  TV  20a 
Amentech  22b 
AmeriTrust  3b 
Ames  Department  Stores  8 
Ametek  9a 
Amoco  lib 
AMP9d 
AMR  23a 
Anacomp  18a 
Anheuser-Busch  6c 
Aon  17b 
APL  19b 

Apogee  Enterprises  21  a 
Apple  Computer  18b 
Applied  Materiols  1  5< 
Archer  Daniels  10b 
Arco  Chemicol  4 
Argonaut  Group  17b 
Aristech  Chemical  4 
Arklo  24b 
Armco  16b 
Armstrong  World  6b 
Arvin  Industries  2b 
Asorco  16< 
Ashland  Oil  1  lb 
AST  Research  18b 
AT&T  22a 
Atkinson  IG.  F.)2lo 
Atlanta  Gas  Light  24b 
Atlantic  R.chfield  lib 
Automatic  Dato  18c 
Avery  International  15a 
Avnet  21b 
Avon  Products  6d 
Avondale  Indus 'neL.  23< 

B 


Baker  Hughes  1  1c 
Ball  7a 

Bally  Mfg.  14d 
Baltimore  C&E  24o 


Banc  One  3b 

Bandog  2c 

Bonk  of  Boston  3a 

Bank  of  New  Englond  3a 

Bank  of  New  York  3a 

BonkAmerica  3d 

Bankers  Trust  New  York  3a 

Banner  industries  21b 

Banla21d 

Bardic  R.)  I2d 

Barneti  Bonks  3c 

Baroid  4 

Bausch&  Lomb  12d 
BoyBonks  3a 
Boxter  International  12d 
Bear  Stearns  17a 
Bearings  21b 
Beckman  Instruments  9c 
Becton,  Dickmson  12d 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 
Beneficial  17a 
Bergen  Brunswig  12a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Beverly  Enterprises  12c 
Block  &  Decker  15b 
Block  (H&f^)  17a 
Blockbuster  Ent.  14b 
Blount  13b 

Boatmen's  Boncshares  3b 
Boeing  1 

Boise  Coscode  19a 

Borden  10b 

Boston  Edison  24a 

Bowoter  19b 

Briggs  &  Stratton  I  5c 

BristoUMyers  Squibb  12d 

Broad  1 7a 

Brooklyn  Union  Gas  24b 
Brown  Group  6a 
Brown-Formon  6c 
Browning-Ferris  2I< 
Bruno's  10c 


Brunswick  14d 
Burlington  Northern  23b 
Burlington  Resources  lib 
Bustnesslond  18a 
Butler  Mfg.  21a 


Cabot  4 

Caesofs  World  14c 
CalFed  17c 
CalMot  13a 
Campbell  Soup  10b 
Copital  Cities/ABC  20a 
Copitol  Holding  17b 
Cordinol  Distribution  12a 
Carlisle  2c 

Carnival  Cruise  Lines  14d 
Corolino  Freight  23d 
Corolino  Power  24a 
Carpenter  Tech,  16b 
Carter  Howley  Hole  8 
Carter-Wallace  12b 
Castle  &  Cooke  10b 
Coterpillor  1  5c 
CBI  Industries  1  1c 
CBS  20a 
CDI  21e 
Centel  22b 
Cenlerior  Energy  24a 
Centex  13b 

Centrol  &  South  West  24a 
Central  Maine  Power  24a 
Champion  Intl.  19b 
Charming  Shoppes  8 
Chose  Monhotton  3a 
Chemed  6d 
Chemical  Banking  3a 
Chemical  Waste  21 C 
Chesapeake  19b 
Chevron  lib 
Child  World  8 
Chrysler  2a 
Chubb  17b 
Cigna  1  7b 
Cincinnati  Bell  22b 


Cincinnati  G&E  24a 
Cincinnati  Milocron  15b 
Circle  K  10c 
Circuit  City  Stores  6b 
Circus  Circus  14c 
Citicorp  3a 
Citizens  &  Southern  3c 
Clark  Equipment  1  5b 
Clorox  6d 
CMS  Energy  24a 
CNA  Financial  17b 
Coast  Savings  1  7c 
Coastal  lib 
Coca-Colo  6c 
Coco-Colo  Enterprises  6c 
Colgote-Polmolive  6d 
Columbio  Gos  Sys  24b 
Comdisco  1 8c 
Comerico  3b 
Commerce  Clearing  20b 
Commercial  Metols  16b 
Commonwealth  Ed  24a 
Comm  Energy  24a 
Commtron  14b 
Compaq  Computer  18b 
Computer  Associates  18c 
Computer  Sciences  18c 
ConAgra  10b 
Conner  Peripherols  18b 
Conseco  1  7b 
Consolidated  Edisoi.  24a 
Cons.  Freightways  23d 
Consolidated  Papers  19b 
Consolidated  Roil  23b 
Consolidated  Stores  8 
Contel  22b 
Conlinentol  Bank  3b 
Continental  1  7b 
Control  Dato  18b 
Cooper  Industries  9a 
Cooper  Tire  &  Rubber  2c 
Coors  (Adolph)  6c 
CoreStotes  Finonciol  3a 
Corning  1 5a 
Costco  Wholesale  8 


CPC  International  10b 
Crane  1 5a 
Cray  Reseorch  18b 
Crestor  Finonciol  3c 
CrossLond  Savings  17c 
Crown  Central  lib 

Crown  Cork  &  Seal  7a 
Crystal  Brands  6a 
CSX  23b 
Culbro  6e 
Cummins  Engine  2b 
Curtice-Burns  Foods  lOb 
Cyclops  Industries  16b 
Cyprus  Minerals  16c 


Dotry  Mort  lOc 
Dona  2b 
Donaher  2b 
Dort  Group  5 
Data  General  18b 
Doyton  Hudson  8 
Dean  Foods  10b 
Deere  1  5c 
Delchomps  10c 
Delmorvo  Power  24a 
Delto  Air  Lines  23a 
Deluxe  18a 
Dennison  Mfg  I  8a 
Detroit  Edison  24a 
Dexter  4 

Diamond  Shamrock  1  lb 
Dibrell  Brothers  6e 
Digital  Equipment  18b 
Dillord  8 

Dime  Savings  Bonk  1 7c 
Disney  (Walt)  14b 
Diversified  Energies  24b 
Dollar  General  8 
Dominion  Resources  24a 
Donnelley  (R.  R.)21d 
Dover  15c 
Dow  Chemicol  4 
Dow  Jones  20b 


DPL  24a 
DOE  24a 

Dresser  Industries  1 1c 

Du  Pont  4 

Duke  Power  24a 

Dun  &  Bradstreet  20b 

Durr-Filiouer  Medicol  12a 

DWG  1 5d 


E-Systems  9b 

Eogle  Food  Centers  lOc 

Eogle-Plcher  Industries  2b 

Eastern  Enterprises  24b 

Eastman  Kodak  I4d 

Eaton  2b 

Echlin  2b 

Ecolob  6d 

Edison  Brothers  8 

Edwards  [A,  G  )  17a 

EG&G  21a 

Electronic  Data  18c 

Emerson  Electric  9a 

Emerson  Radio  6b 

Empire  of  America  1  7c 

Engelhard  4 

Enron  24b 

Enserch  24b 

Entergy  24a 

Equifax  17a 

Esselte  Business  18a 

Ethyl  4 

Exxon  1  lb 


Family  Dollar  Stores  8 
Fay's  12a 
Federal  Express  23c 
Federal  Home  Loan  1 7a 
Federal  Notl.  Mtg.  17a 
Federal  Poper  Board  7b 
Federol-Mogul  2b 
Ferro  4 

FHP  International  12c 
Fieldcrest  Cannon  1  5d 


Figgie  Internotionol  5 
First  Bank  System  3b 
First  Bronds  1  5a 

First  Copital  17b 
First  Chicago  3b 
First  City  Bancorp.  3d 
First  Fidelity  3a 
First  Financial  Mgmt, 
First  Interstate  Boncon 
First  of  America  Bank 
First  Mississippi  4 
First  Union  3c 
First  Wachovio  3< 
Fischboch  21a 
rieet/Norstor  3a 
Fleetwood  Ents.  14d 
Fleming  10a 
Florida  Progress  24a 
Flowers  Industries  101 
Fluor  21a 
FMC  15c 
Food  Lion  10c 
Foodaramo  lOc 
Ford  Motor  2a 
Foster  Wheeler  21 
Foxboro  9c 
FPL  Group  24o 
Free  port- McMc  Ran  4 
Fnjit  of  the  Loom  6a 
Fuller  [H.  B.)4 
Fund  American  17b 
Fuqua  Industries  5 


Gannett  20b 
Gap  8 
Gatx  23c 
Goylord  Contoiner  7 
GenCorp  1 
General  Cinema  6c 
General  Dynamics  1 
General  Electric  5 
General  Instrument  9 
General  Mills  10b 
General  Motors  2a 

Contiiwed  on  p*9« 
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CORPORATE  SCOREBC 


Why  flying  to  Munich  is  considerably 
different  than  flying  to  Muncie. 


Many  domestic  airlines  have  begun  to  fly  across 
the  Atlantic.  But  an  airline  used  to  shorter  flights 
still  has  much  to  learn  about  travelling  overseas. 
On  longer  flights,  passengers  expect  not  just 
more  service,  but  a  different  level  of  service.  Food 
becomes  far  more  important;  ordinary  airline 
meals  just  won't  do.  The  environment  has  to  be 
equally  comfortable  for  working  or  sleeping,  and 
cabin  attendants  must  be  consistently  sensitive 
to  every  passenger's  needs,  for  every  hour  of 
the  trip. 

In  short,  a  trip  to  Munich  shouldn't  feel  like  a  long 
trip  to  Muncie. 

That's  why  we  suggest,  when  you're  flying  to 
Germany  and  beyond,  take  the  airline  that  under- 
stands longer  flights. 


People  expect  the  world  of  us. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United.  Delta, 
USAir  and  Continental/Eastern  See  your  Travel  Agent  tor  details 


Imagine  a  world  without  language 
barriers.  That's  what  we  envisioned 
when  we  created  our  new 
voice  translation  system. 


Imagine  yourself  sitting  in  a  meeting. 
The  person  across  the  table  speaks  only 
Japanese.  You  speak  only  English.  But 
it  doesn't  matter.  A  computer  system 
from  Matsushita  Electric  interprets 
for  you  almost  instantly.  Today,  the 
technology  exists  to  translate  spoken 
Japanese  into  English.  One  day,  the 
system  may  be  able  to  interpret  other 
languages.  Which  could  mean  the  end 
of  the  language  barrier. 


Envision  a  world  where  no  language  is  foreign. 
Anyone  can  speak  to  anyone  else,  just  by  speak- 
ing into  a  machine  that  automatically  trans- 
lates for  you.  That  technology  exists  and  it's 
from  Matsushita. 

VOICE  TRANSLATION 

Matsushita,  in  conjunction  with  Carnegie 
Mellon  University  in  Pittsburgh,  has  developed  a 
revolutionary  voice  translation  system.  Speak 
Japanese  into  a  microphone,  and  5  seconds  later 
you'll  hear  a  computer-generated  voice  trans- 
lating what  was  just  said  into  English.  When 
this  system  is  ready  for  market,  it  may  even 
translate  other  languages  and  be  small  enough 
to  fit  in  your  pocket  so  you  can  take  it  to  busi- 
ness meetings. 


BUSINESS  TECHNOLOGY 

The  language  barrier  isn't  the  first  hurdle 
Matsushita  has  tried  to  overcome.  Today, 
Matsushita  Office  Automation  (OA)  Systems 
are  helping  to  remove  obstacles  from  the  work 
place.  Matsushita,  under  the  Panasonic  brand 
name,  markets  OA  products  that  can  help  people 
work  together,  efficiently.  Computers  that  solve 
complex  problems.  Color  printers,  laser  printers 
and  color  copiers  that  can  help  make  graphic  pre- 
sentations. And  high-speed  facsimiles,  digital 
PBX  systems  and  cellular  phones  that  make  it 
easy  to  stay  in  touch  with  a  project. 

Matsushita  even  has  a  more  hands-on 
approach  to  learn  about  our  OA  products .  You 
can  touch  and  try  them  at  the  Panasonic  show- 
room in  New  York  City. 

HUMAN  ELECTRONICS 

A  revolutionary  voice  translation  system  and 
advanced  Office  Automation  Systems  are  just 
a  tew  examples  of  how  Matsushita  Electric  is 
devoted  to  the  concept  of  Human  Electronics. 
Which  means  researching,  developing  and  mar- 
keting products  that  make  life  richer,  safer  and 
more  comfortable.  These  products  are  sold 
worldwide  under  the  brand  names  Panasonic, 
Technics,  Quasar  and  National.  In  1988, 
Matsushita's  consolidated  sales  volume  sur- 
passed $41.7  billion.  All  a  direct  result  of  a 
single-minded  philosophy:  Don't  create  technol- 
ogy for  technology's  sake,  but  for  man's  sake. 


MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS  QUASAR  NATIONAL 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  eoch  company  name  identifies  fhe  Scoreboard  category  under  which  it  is  listed 


IBP  lOb 

Longs  jrug  Stores  12a 

Monsanto  4 

PacifiCare  t-tecitt-  I2c 

Illinois  Tool  Worils  1  So 

Longvtew  Rbre  7b 

Morgan  (J.  P]  3a 

PocifiCorp  24a 

IMC  Fenilizet  4 

Lorci  9b 

Morgan  Stanley  17a 

Pa.neWebber  Group  1  7a 

Imo  Industnes  9c 

lotus  Dewelopmenf  1 8< 

Momson  14a 

PonharxJIe  Eastern  24b 

Itnperiol  Hollr  lOb 

LouisiorKi  LorxJ  lib 

Momson  Knudsen  21a 

Paramount  Comms.  14b 

Ingenon-Hand  1  5c 

LouisiarKi- Pacific  19o 

Morton  Interrxitional  4 

Porker  Honnifin  1  5a 

Ingte^  Moritets  10c 

Lowe's  8 

Motorola  9b 

Penn  Central  5 

Inland  Steel  16b 

LPL  Technologies  9d 

Murphy  Oil  lib 

Penn  Troffic  lOc 

Inspiration  Resources  1 6< 

LSI  LogK  9d 

N 

Penney  (J,  CI  8 

Intel  9d 

LTV  5 

Pennsylvonia  Power  24a 

Infeliigent  Eiectromcs  18a 

Lubozol  4 

Nocco  Industnes  11a 

Pennzoil  lib 

inrerco  6a 

Lukens  16b 

Noko  Chemical  4 

Pentair  1  5c 

interfoce  1  5d 

Lyondell  1  lb 

Nosh  Finch  lOo 

Peoples  Energy  24b 

Intergrapn  1  8< 

Noshua  18a 

Pep  Boys  2  b 

Interioke  1  S< 

M 

National  Gty  3b 

PepsiCo  6c 
Penni  13b 
Perkin-Eimer  9c 

IntemioHc  6b 
Intematiooa!  Flavors  6d 

Mock  Intcki  2a 

Natl.  Convenience  lOc 
National  Fuel  Gas  24b 

Intematiooal  Minerals  4 
IntL  Muttifoods  10a 

Mogma  Copper  1 6c 
MogneTek  9o 

Natior>al  Intergroup  5 
National  Medical  12c 

Perry  Drug  Stores  12a 
Petr>e  Stores  8 

International  Paper  1 9b 

Manor  Care  12c 

Natiofwl  Semicond.  9d 

Pfizer  12b 

Inrerpublk  Group  21  d 

Monufocturers  Hor>over  3a 

National  Service  9o 

Phelps  Dodge  1 6c 

Mcnufocturers  Natl.  3b 

Novistor  Intemotionol  2a 

PHH  23c 

ItelS 

Manviile  13a 

ITT  5 

NBD  &ar>corp  3b 

Philodelphto  Electnc  24a 

Mapco  1 1  b 

NCH  6d 

Philip  Moms  6e 

J 

Manon  Merrell  Dow  12b 
Mark  IV  Industnes  6b 
Morr>ort  14c 
Marsh  &  McLennan  1  7a 

NCNB  3c 

Philips  Industnes  1  5a 

Jocobs  Engrneenr>g  21a 
James  River  19b 

NCR  18b 

Neiman-Morcus  Group  8 
Nerco  11a 

Phillips  Petroleum  lib 
Phillips-Van  Heusen  6a 
PHM  13b 

Jameswoy  8 
jeffersoo-PiloT  17b 
JohnsoT)  &  Johnson  12d 

Morsh  Supermarkets  lOc 
Morshofl  IfKlustries  21b 
Martin  Marietta  1 

New  Englond  Electrk  24a 
New  York  State  E&G  24a 
New  York  Times  20b 

Pier  1  Imports  6b 
PilgnmsPnde  10b 
Pinnocle  West  24a 

Johnson  Conlrols  9c 

Masco  6b 

Newell  1  5a 

Pitney  Bowes  18a 

Jostens  1  So 

JWP  21  e 

Mosco  irxiustnes  2b 

Newmont  Goid  16< 

Pittston  11a 

Mattel  14d 

Newmont  Mining  I6c 

PNC  Finonoci  3a 

K 

Majrus  Energy  lib 

Niogara  Mohowk  24a 

Pokiroid  14d 

vazzar.  I6a 

Pope  &  Talbot  19a 
Portland  Ger»eral  24a 

K  rrorS 

May  Deportmeni  Stores  8 

Nicor  24b 
Nike  6a 

<a'-G-  1 

May  tog  6b 

Nipsco  Industnes  24o 

Potlotch  7b 

KcnsGS  ^o-wer  24a 

MCA  14b 

NL  Industnes  1  Ic 

Potomac  Electnc  24a 

Ka:-t-TX3n  &  Brood  13b 

McCaw  CeliulQ'  22a 

Nordstrom  8 

PPG  Industries  13a 

Kellogg  10b 

McCormicx  10b 

Norfolk  Southern  23b 

Premork  Interrxitional  5 

Ke<iwood  6a 

McDerTTKjn  inrt.  ISc 

Northeast  Savings  17c 

Premier  industrial  21b 

Keity  Services  21  e 

McOoTKitd's  14a 

Northeosr  Utilities  24a 

Preston  23d 

Kernper  17b 

McDoof>e*l  Douglas  1 

Northern  States  24a 

Price  8 

KefinarrwTal  15b 

McGraw-Hill  20b 

No«lHem  Trust  3b 

Primer>ca  1  7a 

Kerr-McGee  lib 

mCI  Commumcotions  22a 

Northrop  1 

Procter  &  Gamble  6d 

KeyCorp  3a 

McKesson  12a 

Norton  1  5a 

Prospect  Group  6a 

Kimboil  InTematvonol  6b 

MCN24b 

Norwest  3b 

Provident  Life  1  7b 

Klmberly-CkjfV  19b 

Meod  19b 

Nucor  16b 

PSI  Holdings  24a 

King  World  14b 

Medco  Containment  12a 

NWNL  17b 

PS  Co  of  CokKodo  24a 

Knight-Ridder  20b 

Media  Ger^ral  20b 

Nynex  22b 

PuWic  Service  Ent.  24a 

Kroger  10< 

MedtTontc  12d 

w 

Puget  Sound  Power  24a 

Velion  Bank  3a 

1 

Melviiie  8 

Occidental  Pel-  lib 

o 

L  A.  Gear  6a 

Mercantile  Stores  8 

Ogden  5 

Quaker  Oats  lOb 

Lo-Z-Boy  Chc.f  6b 

Merck  12b 

Ohio  CosuaJty  1 7b 

Quaker  State  lib 

Lodd  Furniture  6b 

Meredith  20b 

Ohio  Edison  24a 

Quanex  16b 

Loforge  13a 

Mendk)n  BofKorp  3a 

Okkihomo  G&E  24a 

Quantum  Chemtcol  4 

LofKOSier  Coiony  6b 

Memil  Lynch  17a 

Olin  4 

LorKe  10b 

MerTy-Go-Rour»d  8 

Olsten  21  e 

R 

Lor>ds'  ErKl  8 

Meyer  (Fredl  8 

Omnicom  Group  21  d 

Ralsron  Punr>a  10b 

Leggen  &  Piatt  6b 

mGm/ua  14b 

Orade  Systems  1  8c 

Raychem  9a 

Lenrar  13b 

Michigan  Na^o^<^!  3b 

Oryx  Er>ergy  lib 

Rayt+veon  9b 

LcUie  Fay  6a 

MicroAge  1  8a 

Cuttjoard  Monne  14d 

Reebok  InteriKitional  6o 

-.gqsn  Group  6a 

MicroamencQ  1  8< 

Owens  &  Minor  12d 

Rel'iarKe  Group  1 7b 

L::>'r'i)  12b 

Microsoft  18c 

Owerts-Comir>g  13a 

Republic  New  Yock  3a 

U.T>,ted  8 

Mtcflanhc  3a 

Oxford  Irxdustries  6a 

Rexene  4 

Lincoi-n  rvJorooai  17b 

Midwest  Energy  24a 

P 

Reynolds  &  Reynolds  1 8a 

Litlon  rvou; tries  9b 

MiBer  (Henrxvi)  1 8a 

ReyT>okis  Metals  1 6a 

Liz  Oaiixxre  6a 

MiBipore  9c 

Paccar  2a 

RKhfood  Holdings  lOa 

LodcSeeo  1 

Mirtnesota  Mining  1  5a 

FociTx  enterprises  24b 

Rite  Aid  12a 

Loews  17a 

Mitchell  Energy  lib 

Pacific  G&E  24a 

RJR  Nob  SCO  6e 

LooeStorTec-s  16b 

Mobil  lib 

Pacific  Teiecom  22a 

Roodway  Services  23d 

Lor^  Island  Lighhng  24a 

Moiex9d 

Podfic  Teiesis  Group  22b 

Robertson  ;h  H.j  1  5a 

Footnotes  a 

HI  poge  67 

Cowtinwcd  from  p.  90 

Generoi  Pub*'c  Ufs.  24a 
Generol  Re  17b 
General  Sigrval  9c 
Gentyte  Group  9a 
Genuine  Ports  21b 
Georgio  GuH  4 
Georgio-Podfic  19a 
Getber  Products  10b 
Gerty  Petroleum  21b 
Giant  Food  10« 
Gibson  Greetings  14d 
Gillette  6d 
Gbtfelter  (P.  H./  19b 
Glenf  ed  1 7c 
Golden  Nugget  14c 
Golden  West  1 7< 
GoWome  17c 
Goodnch  (B  f-1  4 
Goodyear  Tire  &  Rubber  2c 
Groce  fW.  R.)  4 
Grainger  (V/.  W.|21b 
Greet  ArT>encon  Bank  1  7c 
Great  Amencan  Mgmt.  4 
Great  A&P  lOc 
Greet  Lakes  Chemical  4 
Great  Northern  19b 
Great  Western  1 7c 
Greyt>ourxJ  5 
Grossman's  8 
Grvmmon  1 
GTE  22b 

GuK  States  Utilities  24o 


Holliburtor  1  1c 
Hondlemon  21  e 
Honno  {M.  A.)  4 
Honnoford  Brottwrs  lOc 
Horcourt  Broce  20b 
Harmon  IntenTotional  14d 
Homischfeger  1  5c 
Hams  9b 
~iar%co  1 5a 

-::rrford  Steom  17b 
-'artmarx  6a 
Hasbro  14d 
Howoiion  Electrk  24a 
Hechirtger  8 
He.nziH.  J.)  10b 

-  -ne  Curtis  lr>dustnes  6d 
-e-iues  4 

Foods  10b 

-e-.f'vFQCt'Crd  18b 
:-!.gnlonc  Si^oerstores  6b 
Hilenbror^  1  5a 
Hilb  Deportrnent  Stores  8 
Hihon  Hotels  14c 
Home  DepcT  8 
HofT»e  Shoppii^g  3 
HomeFed  17c 
HON  Industnes  18a 
Honeywell  9c 
Hormd  (Geo.  A.]  10b 
Household  Intemottoml  5 
Hubbdl  9a 
Hudson  Foods  10b 
Hughes  Supply  1 3a 
Himxmo  12c 
Hunt  (J.  B.)  23d 
Huntir>gtor  Boncsho/es  3b 

I 


18b 

MS  Power  24a 


Rochester  G&E  24a 
Rochester  Telephone  22b 
Rockwell  InterrratiorKil  5 
Rohm  &  Haas  4 
Rohr  Industnes  1 
Rorer  Group  12b 
Rose  s  Stores  8 
Ross  Stores  8 
Rouse  13b 
Rubbermaid  1  5a 
Ruddick  10c 
Russell  6a 
Ryder  System  23c 
;  Rykof?- Sexton  10a 
Rykind  GnDup  13b 


Safeco  17b 
Sofety-Kleen  21b 
Son  Diego  G&E  24a 
Santo  Fe  Pacific  23b 
Sara  Lee  10b 
SavanrKjh  Foods  10b 
Scano  24a 
SCECcrp  24a 

Schenng- Plough  12b 
Schlumberger  1  1c 
Scholman  (A.)  4 
Schwab  (Charles)  17a 
SCI  Systems  9b 
Scienhfic-Arionta  22a 
Scott  Poper  1 9b 
ScnppslE.  w.i  20b 
Seogote  Technology  1 8b 
Sears.  Roebuck  8 
Security  Poofic  3d 
Service  Merchoridise  8 
Show  Industnes  1 5d 
Showmut  Natiofwl  3a 
Shearson  Lehman  1  7a 

!  Sherwin^Willioms  13a 

.  Shoney's  14a 

;  S»gnet  Elanking  3c 

•  Smith  lA.  O.)  2b 

j  Smith's  Food  &  Dnjg  lOc 

'  Sm.thfield  Foods  10b 
Snop-on  Tools  1  5b 

,  Society  3b 

:  Softsel  Computer  1 8a 
Sooat24b 
Sorxjco  Products  7b 
Southdown  13a 
Southeast  Banking  3c 
Southern  24a 
So-  New  Eng.  Tel.  22b 
Southwest  Aidines  23a 
Southwest  Gas  24b 
Southwestern  Bell  22b 
Southwestern  PS  24a 
Sovran  Financiol  3c 
Spiegel  8 

Springs  trxJuStnes  1  5d 

SPX  2b 
Square  D  9a 
St.  Paul  17b 
Sfondord  Commercial  6e 
Standard  Federal  17c 
Standard  Products  2b 
Standard  Register  1 8a 
Stonhome  6d 
Stanley  Works  1  5b 
Stewart  &  Stevenson  21b 
Stone  Contoiner  7b 
Storage  Technology  1  8b 


StTowbndge  &  Oothier  8 
Student  Loan  Mktg.  1  7a 
Subaru  of  America  23c 
Sun  1  lb 

Sun  Microsystems  1 8b 
Sundstrond  1 
SunTrust  Banks  3c 
Super  Food  Services  lOa 
Super  Valu  Stores  10a 
Syntex  12b 
Sysco  lOa 


Tambronds  6d 

Tandem  Como-jten  I  8b 

Tandy  18b 
-  Teco  Energy  24a 

Tecumseh  Products  13a 

Tektronix  9c 
I  Telecom-USA  22a 

Teledyne  5 
\  Temple- Inland  7b 

Tenneco  5 

Terex  1 5c 

Tesoro  Petroleum  lib 
Texoco  lib 
Texas  Air  23a 
Texas  Industnes  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 

Thermo  Electron  21a 
Thiokol  1 

Thomas  &  Betts  9d 
Thorn  App4e  Valley  10b 
3M  15a 

Time  Womer  20b 
Times  Mirror  20b 
Timken  1  5c 
TJX  8 
Tonko  14d 
Torchmark  17b 
Tore  6b 
Tosco  lib 

Town  &  Country  1  5a 
Toys  'R'  Us  8 
Tronsomenca  1  7a 
Tronsco  Er>ergy  24b 
Travelers  1 7b 
Tribur>e  20b 
Trinity  Industries  23c 
Trir>ovo  1  5a 
TRW  5 

20th  Century  1 7b 
Tyco  Laboratories  1 5c 
Tyson  Foods  10b 


U.  S.  Bancorp  3d 

U.  S.  Healthcare  12c 

U.  S.  Home  13b 

U.  S.  Shoe  8 

UAL 23a 

UJB  Financial  3a 

Union  Comp  1 9b 

Union  Corbide  4 

Union  Electric  24a 

Union  Pocifk  23b 

Union  Texos  lib 

Unisys  1  8b 

United  Sfahoners  21b 

United  Technologies  I 

United  Tetecomms.  22a 


Univar21b 
Universal  6e 
Universal  Foods  10b 
Universal  Health  12c 
Unocal  lib 
Unum  17b 
Uptohn  12b 
US  West  22b 
USAir  Group  23a 
USF&G  17b 
USG  13a 
USLif  e  1 7b 
UST6e 
USX  5 

UHliCorp  United  24a 


Valero  Energy  lib 
Valhi  5 

Valley  Notional  3d 
Valmort  Industries  1 
Valspar  13o 
Vanon  Assodotes  9b 
VF6a 
Viacom  20a 
Villoge  Super  Market 
Vista  Chemicol  4 
Volt  inf.  Sdences21e 
Vukon  Materioh  13a 
VWR21b 

w 


j  Woban  8 

I  Wol-Mart  Stores  8 

I  Wclgreen  1 2a 

'  Wang  Laboratories  1 

I  Wamer-Lombert  12b 
Washington  Gas  24b 
Washington  Post  2 
Washington  Water 
Woste  Morxjgement  2 
Weirton  Steel  16b 
Weis  Markets  lOc 
Weln>an4 
V/dh  Fargo  3d 
Wendy's  Int'L  14a 
W^^stem  Digital  18 
Western  Publishing ; 
Westinghouse  Electrk 
Westmoreland  Coal  I 
Wesfroco  19b 
Wetterau  10a 
Weyerhoeuser  19a 
Wheelabrotor  Techs. 
Wheeling- Pittsburgh  1 
Wnirfpool  6b 
Whitman  5 
Wholesole  Qub  8 
Wicor24b 
V/illomette  Irxiustnes 
Wi[kox&Gibbs21b 
WilHoms  24b 
WinrvDixie  Stores 
Wisconsin  Energy ! 
Witco4 
Woolworth  8 
Worthington  Inds.  16 
Wrigley  (Wm.)  Jr.  I 

XYZ 


Xerox  1 8b 
'  YeOow  Freight  23d 
'  Zenith  ElectronKzs  181 
i  Zum  Industries  21a 
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CORPORATE  SCOREBC 


"The  NP6650.  Award  for  Excellent  Overall  Copy  Quality" 
"The  NP8580.  Best  Overall  Performance  based  on 
Hands-On  Evaluation" 

-Datapro  1/89 

"Most  Outstanding  Copier-Overall.  NP8580" 
"The  Canon  NP6650  is  the  mid-volume  copier  of  choice" 
"The  lab's  ever-skeptical  technicians  were  impressed 
with  its  (the  NP1215)  performance" 

-Buyer's  Lab  5/89 

"The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

—American  Office  Dealer  7/89 

When  you're  America's  most  popular  copier, 
you  have  to  face  the  critics. 


The  reviews  are  in.  When  it  comes  to  business  copiers,  the  choice  is  Canon. 
Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 
our  over  5  million  copiers  produced  worldwide  prove  it. 


PUT  YOURSELF  IN  A  MORE  COMPETITIVE  POSITION 


It's  a  tough  new  world,  the  '90s. 
Competition  from  ever>'  corner  of  the 
globe.  Success  will  be  harder  to 
achieve  than  ever  before. 

But  you  have  an  ally.  A  dynamic, 
well-developed  economy  welcomes 
you,  your  business  and  your 
investment. 

Ontario,  Canada.  The  northern 
hub  of  the  North  American  industrial 
complex. 

Why  are  we  in  Ontario  ?  Because 
we  can find  world-class  expertise  in 
almost  any  type  of  technology  within 
25  miles  of  my  office.  f9 

Ronald  Morrison, 
President,  Kodak  Canada  inc. 

A  place  to  do  business.  For  the 
four  years  ending  1988,  we  estab- 
lished the  fastest  rate  of  industrial 
growth  in  the  world.  In  the  last  five 
years,  we  created  over  700,000  new 
jobs  in  Ontario. 

And  a  place  to  invest.  Foreign 
investment  in  Ontario  has  exploded 
from  $870  million  in  1980  to  almost 
$12.0  billion  last  year. 


Ontario's  quarter  of  a  million  sparkling 
lakes  are  within  easy  reach  of  our  cities. 


44  Toronto  is  New  York  run  by  the 
Swiss  ff 
Peter  Ustinov. 


The  world's  first  stadium  withafidly 
re ti-ac table  roof  Toronto's  Sky  Dome 
is  the  home  of  the  Blue  fays. 

YOU'LL  LIKE 
OUR  WAGE  RATES 

Average  hourly  compensation  in 
manufacturing,  including  benefits 

(U.S.$,  1988) 


Michigan 

Ohio 

Illinois 

New  York 

Massachusetts 

Ontario 

Tennessee 


$18.30 
$16.40 
$15.10 
$14.20 
$14.00 
$13.80 
$12.20 


Source:  (Jntario  Ministry  of 'I'reasurv  and 

Economics 

(Cdn$  =  U.S.$0.85) 


ONTARIO  OFFERS. 

•  Well-established,  modern 
industrial  infrastructure 

•  High-tech  environment 

•  Excellent  transportation  and 
communications 

•  Well-educated,  highly  skillec 
workforce 

•  Easy  access  to  world  marke 

•  Favorable  exchange  rates,  n 
currency  restrictions 

•  Tariff-free  movement  of  moa 
goods  between  Ontario  and 
the  U.S.  under  the  Free  Trad 
Agreement 


lOS 
IliO 


:tioc 


THE  REASONS  WHY 

Business  is  profitable  in  Ontario 
1988,  corporate  pre-tax  profits^ 
1 5  7  per  cent.  After-tax  profits  a 
three  times  higher  than  in  the  U, 
We're  accessible.  Ontario  is  cli 
to  major  consumer  and  industri^ 
markets,  with  excellent  road,  ra^ 
and  water  connections.  Not  just 
Nonh  America,  but  with  the  wh 
world. 

You'll  be  made  welcome.  The 
Ontario  government  has  policies 
programs  to  help  you  quickly  be 
a  productive,  profitable  member 
the  community. 

Technology  thrives  in  Ontaric 
concentration  of  high-tech  comj 
nies  diffuses  technology  improx 
ments  quickly  and  efficiently  thr 
the  business  community. 


'  In  1987,  after-tax  profits  were 
per  cent  of  GDP  in  Ontario,  comf. 
with  5. 1  per  cent  in  the  U.S. 


IHE 


^  TO  SOMEONE 
►  KNOWS 

the  Menasco  Aerospace  Ltd. 
liary  of  New  York-based  Colt 
;ries  was  looking  for  a  place  to 
d,  there  were  three  good  rea- 
or  choosing  Ontario,  according 
up  President  lohn  Cybulski. 
cation.  Location.  Location.  This 
!r>'  convenient  place,"  he  says, 
isy  to  get  supplies  and  compo- 
in,  and  finished  products  out." 


THE  ONTARIO 
ADVANTAGE 

3:  Ontario  is  as  big  as 
as,  California  and 
V  Mexico  combined. 

ximity:  More  than  half  our 
million  population  lives  within 
I  miles  of  the  US.  border. 

cial  language:  English.  And 
th  of  our  people  speak  at 
5t  one  other  language  as  well. 

nafe:  Year-round,  southern 
;ario  is  like  Boston  or  New 


"And  there  are  other 
benefits:  taxes  are  reasonable, 
there  is  a  good  supply  of  skilled 
workers  in  our  industry,  and  the 
business  climate  is  very  favorable." 

Call  1-800-637-4118* 

between  9  am  and  9  pm  EST  to  obtain 
more  information  about  Ontario. 

The  Government  of  Ontario  has  a  network  of 
offices  serving  the  needs  of  American  business 
throughout  the  United  States. 
Atlanta 

1 100  Circle  75  Parlvway,  Suite  620, 

Atlanta,  Georgia  30339 

Tel:  (404)  956-1981,  Fax:  (404)  955-5699 

Boston 

800  Boylston  Street,  Suite  4360, 

Boston,'  Massachusetts  02199 

Tel:  (617)  266-7172,  Fax:  (617)  266-0271 

Chicago 

221  North  La  Salle  Street,  Suite  2700, 

Chicago,  Illinois  60601 

Tel:  (312)  782-8688,  Fax:  (312)  782-5381 

Dallas 

14901  Quonim  Drive,  Suite  485, 
Dallas,  Texas  75240 

Tel:  (214)  386-8071 .  Fax:  (214)  991-5159 
Los  Angeles 

700  South  Flower  Street,  Suite  1420, 
Los  Angeles,  California  90017 
Tel:  (213)  622-4302,  Fax:  (213)  623-4695 
New  York 

800  Third  Avenue,  Suite  2800, 

New  York,  New  York  10022 

Tel:  (212)  308-1616,  Fax:  (212)  888-3186 


Or  complete  the  coupon  and  mail 
or  fax  it  to: 

Government  of  Ontario,  Canada 
P.O.  Box  50,  Buffalo,  N.Y.,  14226 
Fax:  (71 6)  636  -9327 

*For  tounsm  infomiation.  please  call 
I -800-ONTARIO(  1-800-668-2746) 


BWIV 


Send  me  more  information 
about  Ontario. 

I'm  interested  in; 

□  Establishing  operations  in  Ontario. 

□  Sourcing  goods  or  services  from 
Ontario. 

□  Hearing  from  a  representative. 
Name:  


Title:  

Company: 
Address:  _ 


Cit>': 
Zip:  . 


.  State: 


Tel:  (  ) 


S  Ontario 


■nance 


SAVINGS  &  LOANS  I 


THREE  THRIFTS  STRUGGLIHG 
TO  MAKE  THE  CUT 


How  Congress'  stringent  new  rules  could  doom  even  a  seemingly  healthy  S&L 


It's  one  minute  to  mid- 
night in  the  thrift  indus- 
try. Savings  and  loans 
are  feverishly  trying  to 
meet  tough  new  federal 
capital  standards.  If  the 
institutions  fail,  they 
could  be  taken  over  by  the 
government. 

The  U.  S.  Office  of 
Thrift  Supervision  is 
starting  to  examine  hun- 
dreds of  plans  filed  by 
nervous  thrifts  on  how 
they  will  raise  capital — 
the  ballast  that  enables 
thrifts  to  weather  rough 
times.  S&Ls  must  have 
"tangible"  capital  (com- 
mon stock  plus  retained 
earnings)  of  at  least  1.59c 
of  assets.  Then  they  must 
meet  requirements  for 
"core"  capital  (tangible  capital  and 
goodwill)  of  a  minimum  of  39^,  and 
"risk-based"  capital  (graded  to  how 
risky  their  businesses  are  perceived  to 
be)  of  6.4^^  (table). 

Here's  how  three  are  struggling  to 
survive. 


CHAIRMAN  PEARCE  WILL  HIKE  HIS  AMERIFIRST  STAKE— IF  A  BIG  SUIT  IS  ENDED 


AMERIFIRST'S 
DOUBLE  BIND 


AmeriFirst,  one  of  the  first  feder- 
ally chartered  S&Ls,  shares  a 
problem  with  many  other  thrifts; 
Its  tanjfled  past  brings  the  threat  of  fa- 
tal lawsuits  from  those  who  feel  they've 
been  bilked.  The  new  chairman  and  larg- 
est shareholder,  M.  Lee  Pearce,  is  will- 
ing to  pump  inor''  of  his  own  money  into 
the  Miami  thrift  to  help  it  meet  the  capi- 
tal requirements — but  only  if  a  pending 
legal  action  breaks  his  way.  The  soft- 
spoken  lawyer-physician,  who  has  seen 
his  9%  stake  plummet  in  value  since  in- 
vesting in  1986,  took  over  last  year  after 
management  resigned  amid  mounting 
losses. 

Without  more  Pearce  money,  the  pros- 
pect that  AmeriFirst  Bank  will  live  long 


past  its  57th  year  isn't  good.  The  thrift 
is  $108  million  short  of  the  core-  and 
risk-capital  requirements.  The  only  good 
news  is  that  it  meets  the  tangible-capital 
test.  Pearce  plans  to  help  cover  one  gap 
by  selling  off  $80  million  in  real  estate, 
which  would  lower  the  thrift's  risk  expo- 
sure under  the  complex  OTS  formula.  To 
plug  the  hole  in  AmeriFirst's  core  fi- 
nancing, $60  million  would  come  from 
equity  investments  by  Pearce  and  other 
investors.  He  says  he  would  raise  the 
money  by  September. 

Before  he  invests  more,  though. 


UNDERCAPITALIZED 
THRIFTS  UNDER  THE  GUN 


Tangible  capital  S&Ls* 
as  percent  of  assets 

Tangible  Assets 
capital 

Billions  of  dollars 

BELOW  0 

214 

$-6  $180 

OTO  1.5% 

149 

1  130 

1.5%  TO  3% 

267 

5  250 

3%  PLUS 

1,979 

37  629 

'Excludes  those  under  federal  conservatorship 
DATA;  U  S  OFFICE  OF  THRIFT  SUPERVISION 

Pearce  wants  an  end 
lawsuits  that  could  cripp' 
the  thrift.  Eight  oth 
shareholders  are  suin 
AmeriFirst  for  damag 
that  could  run  into  the  mi] 
lions,  saying  the  S&L  di 
frauded   them   with  mi 
leading  financial  reports  \ 
1987  and  1988.  Pearce  h: 
reached  a  tentative  tru' 
with  seven  of  them:  If  th 
will  drop  their  legal  ch; 
lenge,    AmeriFirst  wi| 
press  its  own  suit  againi 
the  former  managers  fi 
$75  million  and  give  tl 
shareholders  $4.5  milli 
up  front,  plus  a  25%  cut 
any  money  recovered, 
federal  judge  is  to  rule 
the  pact  on  Mar.  30.  Shea 
the  judge  fail  to  approve 
it — say,  if  the  lone  holdout  won't 
along — the   S&L   can    forget  abo 
Pearce's  money  and  get  ready  to  fi 
into  Uncle  Sam's  arms. 
WITCH  HUNT?  AmeriFirst's  lawsuit,  flL 
on  Feb.  14,  accuses  former  Chief  Execi 
five  and  Chairman  Thomas  R.  Bomi 
and  several  former  high-level  officials 
covering  up  failed  real  estate  loans, 
one  case,  the  suit  charges,  Bomar  ar 
others  schemed  to  stash  a  failing  proje 
in  a  thrift  subsidiary,  1400  Developme 
Corp.,  to  camouflage  it  as  a  loan  to 
third  party.  The  suit  alleges  that  tl 
transactions  were  done  to  dress  tl 
bank  up  for  sale  to  an  outfit  calif 
American  Capital  Corp.,  and  when  tl 
sale  fell  through,  existing  investo 
wound  up  being  misled  about  Ame 
First's  condition. 

Thomas  Tew,  Bomar's  attorney,  ca' 
the  suit  a  witch  hunt.  He  attributes  tl 
losses  to  business  misjudgments  and 
soft  real  estate  market,  not  fraud.  A: 
he  points  out  that  his  clients'  actio: 
were  approved  by  AmeriFirst's  board 
directors. 

Pearce  claims  that  he  can  get  tl 
thrift  back  into  the  black  in  three  yeai 
But  there's  a  lot  of  uncertainty.  "We 
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the  mercy  of  federal  regulators,  the 
lurts,  and  the  capital  markets,"  says 
jarce  grimly.  Legal  problems  aside,  the 
lestion  before  the  OTS  is  whether 
meriFirst  is  in  too  deep  to  recover. 

By  Antonio  N.  Fins  in  Mimni 


REAT  AMERICAN'S 
RIZONA  BLUES 


Bordon  C.  Luce,  chairman  of  Great 
American  Bank,  has  long  been 
well  connected.  A  friend  of  Ron- 
d  Reagan,  he  won  a  plum  post  at  the 
,  N.  in  1982.  His  public  relations  execu- 
te, Edwin  Gray,  joined  the  Reagan 
hite  House  and  later  became  the  na- 
m's top  thrift  regulator.  But  none  of 
is  counts  as  Luce  struggles  to  save 
e  nation's  seventh-largest  S&L,  with 
6  billion  in  assets. 

The  thrift,  plagued  by  bad  real  estate 
ins,  mamly  in  Arizona,  flunked  one 
:w  requirement,  for  risk-based  capital, 
id  barely  met  the  other  two.  Regula- 
rs had  already  demanded  changes  in 
•eat  American's  plan  to  raise  capital 
tien  the  S&L  said  it  would  likely  suffer 
en  greater  strains.  On  Mar.  1,  the 
rift  said  Deloitte  &  Touche,  its  audi- 
rs,  expected  to  increase  reserves  for 
,d  loans  beyond  the  $221  million  al- 
ady  posted  in  1989. 

sLP  WANTED.  Luce  had  a  plan.  He 
3uld  cut  costs,  focus  on  safer  housing 
ms,  sell  a  profitable  real  estate  devel- 
iment  division,  and  hope  for  an  Arizo- 
i  rebound.  Now,  it  looks  as  if  that 
Dn't  work.  Great  American  must  either 
id  an  investor  willing  to  inject  capital, 
smantle  itself,  or  be  taken  over  by 
e  Feds. 

On  Mar.  7,  it  hired  Shearson  Lehman 
utton  Inc.  to  find  a  big  investor.  But 
riding  one  is  a  long  shot,  with  hordes 
S&Ls  seeking  backers  these  days.  An- 
her  option  is  selling  the  whole  thrift. 


which  is  considered  unlikely.  Great 
American  also  could  divest  its 
strong  branches  in  Washington 
State,  the  Los  Angeles  area,  or 
even  its  crown-jewel  San  Diego 
franchise. 

A  fire  sale  would  be  an  ignomin- 
ious end  to  the  64-year-old  Luce's 
career.  Since  taking  charge  in  1969 
of  the  S&L  his  grandfather  found- 
ed in  1885,  Luce  fostered  its 
growth  from  four  branches  and 
assets  of  $300  million  to  214  of- 
fices in  four  states  and  a  fiftyfold 
asset  increase.  With  the  help  of 
reserved,  number-crunching  Presi- 
dent Rodger  K.  Lindland,  the 
thrift  made  a  series  of  acquisi- 
tions. For  a  while,  it  looked  as 
though  the  cautious,  close-to-home 
strategy  was  working.  Then  came 
Arizona.  The  1986  acquisition  of  a 
Tucson  thrift  has  left  Great  Amer- 
ican with  $435  million  in  nonper- 
forming  Arizona  loans.  On  Feb.  16,  the 
S&L  announced  a  $124  million  loss  in 
1989,  compared  with  1988  income  of  $49 
million. 

Now,  some  shareholders  are  pressur- 
ing the  thrift  to  dump  Lindland.  Great 
American  says  rumors  of  a  shakeup  are 
unfounded.  But  drastic  action  is  needed, 
and  quickly.  And  for  Luce,  there's  no 
longer  even  a  well-placed  shoulder  to  cry 
on  in  Washington. 

By  Kathleen  Kenmn  in  Los  Angeles 


NORTHEAST'S  RUTLAND:  "WE  HAVE  A  CONTRACT' 


DID  UNCLE  SAM 
CROSS  UP  NORTHEAST? 


lEAT  AMERICAN'S  LUCE  MAT  BE  FACING  A  FIRE  SALE 


TO  hear  George  P.  Rutland  tell  it, 
the  only  reason  his  thrift  is  hurt- 
ing is  that  Washington  changed 
the  rules.  The  chief  executive  officer  of 
Hartford-based  Northeast  Savings  ar- 
gues that  his  thrift  should  not  be  penal- 
ized for  acquiring  three  troubled  savings 
and  loans  back  in  1982  at  the 
government's  behest.  In  return, 
Northeast  logged  $290  million  in 
goodwill,  the  difference  between 
the  book  value  of  the  thrifts  and 
what  he  paid  for  them.  He  also 
got  a  $50  million  note  from  the 
Federal  Savings  &  Loan  Insur- 
ance Corp.,  which  was  later 
swapped  for  cumulative  pre- 
ferred stock.  He  counted  both  as 
capital. 

Unfortunately  for  Rutland, 
last  year's  bailout  said  that  nei- 
ther goodwill  nor  the  preferred 
stock  can  count  as  capital.  So 
Rutland's  thrift  is  now  $107  mil- 
lion shy  of  its  tangible  capital 
requirement.  It  comes  up  short 
on  core  and  risk  capital  by  slight- 
ly less. 

Northeast  filed  suit  against 


the  Office  of  Thrift  Supervision  in  De- 
cember, alleging  that  regulators  induced 
the  S&L's  managers  to  purchase  the 
three  thrifts  merely  to  save  $275  million 
in  federal  liquidation  costs. 

"We  believe  we  have  a  contract  with 
the  government,"  says  the  hard-charg- 
ing Rutland,  who  assumed  the  helm  at 
Northeast  in  July,  1988.  "If  we're  right, 
we  are  already  in  compliance." 

The  OTS  refuses  to  comment  on  North- 
east's claims.  But  in  its  court  response, 
the  agency  argues  that,  in  the  public 
interest,  it  is  entitled  to  alter  any 
agreement. 

BEDROCK.  Meanwhile,  Rutland  has  sub- 
mitted a  capital  plan  that,  instead  of 
pledging  more  capital,  calls  for  shedding 
assets.  He's  made  a  lot  of  headway,  al- 
ready slashing  assets  to  $5  billion  from 
$8.2  billion  at  yearend  1988.  Some  86%  of 
its  assets  are  now  in  home  mortgages — 
a  steady,  bedrock  investment  that  Wash- 
ington smiles  upon.  And  nonperforming 
loans  total  just  1%  of  the  $3.4  billion  in 
outstanding  credits. 

The  restructuring  is  already  paying 
off.  The  thrift,  which  lost  $13  million  in 
the  fiscal  year  that  ended  in  March, 
1989,  recorded  a  nine-month  loss  in  De- 
cember of  just  $225,000.  Says  analyst 
Henry  S.  Peltz  of  Keefe,  Bruyette  & 
Woods  Inc.:  "They  may  be  able  to  at 
least  break  even  and  possibly  even  show 
a  profit  in  this  calendar  year." 

If  so.  Northeast  would  be  an  attrac- 
tive acquisition  for  a  larger  bank  seek- 
ing a  foothold  in  Connecticut's  rich  mar- 
ket, and  Rutland  says  he  would  consider 
an  offer.  The  thrift's  stock  was  down  to 
$3.63  on  Mar.  6,  a  scant  11.87°  of  book 
value.  Whether  Rutland  opts  to  keep  the 
thrift  independent  or  not,  he's  learned 
that  S&Ls  now  live  at  the  whim  of  a 
stern  federal  master. 

By  Resa  W.  King  in  Hartford 
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INSURANCE  I 


THE  MINIBOOM 

IN  KIDNAPPING  COVERAGE 


Risks  are  rising  for  global  executives — and  so  are  policy  sales 


Sprawling  Sao  Paulo  has  a  double 
distinction:  It's  both  the  business 
hub  and  the  kidnap  capital  of 
South  America.  Two  dozen  wealthy  exec- 
utives have  been  snatched  there  in  the 
past  two  years.  In  December,  police 
freed  Abilio  dos  Santos  Diniz,  vice-presi- 
dent of  Brazil's  largest  supermarket 
chain,  Pao  de  A^iicar,  after  a  week's 
captivity.  The  52-year-old  executive  was 
found  blindfolded  and  wrapped  in  chick- 
en wire  in  a  crypt-like  pit  dug  into  the 
dirt  floor  of  a  rented  house.  Authorities 
rounded  up  a  14-member  in- 
ternational gang  of  leftists 
accused  of  demanding  $65 
million  for  him. 

It's  a  scary  story — and 
one  that's  all  too  familiar. 
While  the  average  top  exec- 
utive is  no  more  likely  to  be 
kidnapped  than  to  perish  in 
a  plane  crash,  cases  such  as 
Diniz'  are  common  enough 
to  have  sparked  a  miniboom 
in  ransom  insurance.  Kidnap 
coverage  now  generates 
$125  million  yearly  in  premi- 
ums worldwide.  True,  that's 
a  small  niche  for  the  three 
giant  insurers  that  dominate 
the  market:  American  Inter- 
national Group  Inc.  and 
Chubb  Corp.  in  the  U.  S.  and 
Lloyd's  of  London.  Of  aig's 
total  1989  premium  income 
of  $12  billion,  a  mere  $50 
million  came  from  kidnap  in- 
surance. But  that  number 
represents  tenfold  growth 
over  four  years  for  AIG.  A 
group  jjrcmium  for  a  corporate  customer 
runs  around  $200,000  annually  for  cover- 
age with  ai!  upper  limit  of  $10  million, 
less  a  deductible  of  a  few  thousand. 
"Kidnap  insurance  is  a  very,  very  profit- 
able area,"  says  Louise  Firth,  vice-presi- 
dent of  Arthur  D.  Lutle  Inc.,  the  man- 
agement consultant. 

LITTLE  FRAUD.  Its  returns  certainly  out- 
shine other  property-casualty  lines.  Kid- 
nap insurance's  loss  ratio  averages  only 
about  50'/< — meaning  that  for  every  dol- 
lar in  premiums,  just  half  is  paid  out  in 
claims.  Automobile  policies,  by  contrast, 
pay  but  73%.  Since  the  police  usually  are 


involved  in  ransom  negotiations,  fraud 
by  policyholders  is  virtually  nonexistent. 
The  same  can't  be  said  for  other  lines, 
which  are  plagued  by  fake  claims. 

Insurers  guard  the  identity  of  their 
clients  as  tightly  as  the  Strategic  Air 
Command  does  its  missile-launch  codes. 
If  policyholders  don't  keep  mum  about 
the  coverage,  that's  grounds  for  an  in- 
surer to  drop  them.  "The  first  person  a 
terrorist  will  target  is  the  one  who's 
known  to  have  the  insurance,"  says  An- 
thony J.  Morphew,  the  former  British 


WHERE  RANSOM  INSURANCE 
IS  PURCHASED 


1 988  TOTAL  PREMIUMS:  $1 25  MILLION 


DATA:  AMERICAN  INTERNATIONAl 
GROUP  INC,  LLOYD'S  OF  LONDON,  BW 


MI-5  agent  who  heads  aig's  kidnap  sec- 
tion. Most  American  multinationals, 
however,  are  said  to  have  the  insurance, 
and  they  make  up  the  biggest  share  of 
the  world  market  (table). 

Few  policies  are  held  by  individuals, 
even  though  kidnap  insurance  was  first 
offered  in  the  late  1930s  after  Charles 
Lindbergh's  baby  was  kidnapped.  The 
policies  ty]3ically  provide  coverage  for  all 
of  a  company's  executives  and  their  fam- 
ilies. And  the  globalization  of  business  is 
fueling  growth  for  the  policies.  Big  Jap- 
anese companies,  for  example,  have 
been  eager  to  sign  up  since  several  Japa- 


nese executives  have  been  grabbed  in 
Southeast  Asia  in  recent  years. 

A  big  impediment  to  insurers:  coun 
tries  that  forbid  the  paying  of  ransom 
One  of  them  is  Italy,  where  regions  such 
as  Calabria  have  a  thriving  cottage  in 
dustry  in  sequestn.  In  1988,  a  member 
of  the  paramilitary  police  actually  wai 
arrested  for  delivering  the  ransom  tc 
free  Esteranne  Ricca,  daughter  of 
wealthy  Tuscan  family.  Another  problen 
for  insurers  is  having  to  sneak  larg( 
amounts  of  dollars  into  countries  witi 
currency  restrictions:  Kidnapper 
around  the  world  like  to  be  paid  in  col( 
U.  S.  cash. 

PREVENTION.  To  limit  claims,  insurer 
furnish  security  consultants  who  advis( 
policyholders  on  how  to  avoid  risk,  par 
ticularly  in  Third  World  nations:  Liv 
less  ostentatiously,  vary  travel  routine 
stay  out  of  certain  places,  and  scree 
domestic  help.  If  an  abduction  shoul 
occur,  consultants  handle  crisis-manag 
ment  chores  such  as  dealing  with  th 
police. 

That  is,  unless  they  decid 
to  avoid  the  local  ge 
darmes.  "Sometimes,  the  po 
lice  are  in  league  with  th 
kidnappers,"  says  AIG's  Mor 
phew.  Other  times,  there  i; 
no  time  to  call  the  cops  o 
anyone  else.  One  policyholc 
er,  a  bank  president,  learne 
of  his  wife's  capture  when 
voice  on  the  phone  told  hir 
to  stuff  $100,000  in  a  pape 
bag  and  deliver  it  immed 
ately  or  she  would  die.  Th 
banker  did  as  he  was  tolc 
and  the  insurance  compan 
reimbursed  him. 

Most  executive  kidnap 
pings  occur  in  poorer  n£ 
tions,  with  the  captors  divic 
ed  equally  betwee 
ideologically  oriented  guei 
rillas  out  to  raise  funds  fo 
their  cause  and  criminal 
out  simply  to  line  their  poc 
ets.  Criminals  are  easier 
negotiate  with  becaus 
they're  in  more  of  a  hurry,  says  Geor 
T.  Van  Gilder,  the  Chubb  managing 
rector  who  over-sees  kidnap  insuranc 
"Unlike  guerrillas,  criminals  lack  t' 
training  and  organization  to  support 
long-term  kidnapping.  They  want  t 
money  now." 

By  definition,  insurance  is  compens 
tion  for  death,  injury,  and  other  unplea 
ant  occurrences.  But  for  kidnap  insu 
ance  policyholders,  there  is  an  upsid 
Most  victims  survive  and  are  release 
After  the  ransom  is  paid,  that  is. 
By  Larry  Light  in  New  York,  with  Jeffr 
Ryser  in  Sao  Paulo  and  bureau  reports 
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THE  TRAVELERS  RANKED  AS  ONE  OF 
AMERICAS  TOP  INVESTMENT  MANAGERS 
IN  1989.  AND  IN  1988, 1987 1986... 


THE  BOTTOM  LINE  IS  YOUR 
FINANCIAL  PEACE  OF  MIND.^ 


~   As  one  of  America's  leading  institutional  investors,  we  have  helped  the  assets  of  ^ 
over  5,000  aistomers  grow.  Our  Diversified  Portfolio  Management  program  is  a  striking 
example  of  our  strength  and  expertise  in  this  field,  ranking  in  SEI's*  top  quartile  for  the 
last  5  years. 

This  consistent  strength  and  emphasis  on  perfomiance  underlies  all  our  products 
and  services.  We  back  them  with  125  years  of  experience,  a  commitment  to  customer 
semce,  and  the  power  of  our  $50  +  billion  in  assets. 

This  makes  The  Travelers  a  wise  choice  for  your  company's  insurance,  investments 
and  financial  services.  And  an  imperative  choice  for  your  financial  peace  of  mind. 

MVikiiiaxI  fund  iiMivi'ist'    The TtavelersComfWiiit'S.  l^arl^orcl.^;()nno(;llClll  ()(ilfl,'.  ■    ■      .  ' 


Thelravelersj 


You're  better  off  under  tlie  Umbrella?  '  'JmoHO  T hr  Tr,ivrlc'i s  C(ir|i(ir,il Kin 
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MARKETS  &  IHVESTMENTSI 


SUDDENLY,  THE  ENVY  OF 
THE  STREET  IS . . .  SCHWAB? 


Profits  surged  155%  last  year,  and  it's  branching  into  new  services 


For  years,  Charles  Schwab  &  Co. 
has  been  Wall  Street's  poor  rela- 
tion. As  the  nation's  largest  dis- 
count broker,  its  revenues  are  inexora- 
bly tied  to  small-investor  sentiment — 
which  is  notoriously  fickle.  But  with  all 
the  angst  lately  besetting  major  broker- 
ages, notably  Shearson  Lehman  Hutton 
Inc.,  the  San  Francisco-based  Schwab  is 
beginning  to  look  like  an  affluent  cousin. 
Schwab's  profits  surged  155%  in  1989, 
and  its  shares  have  climbed  nearly 
200%  since  the  end  of  1987. 

It  has  been  a  stunning  reversal 
for  a  company  whose  fortunes 
plummeted  in  the  malaise  that  fol- 
lowed Bloody  Monday.  Unlike  oth- 
er firms  that  branched  out  into 
once-glamorous  fields  such  as  junk 
bonds  and  leveraged  buyouts, 
Schwab  has  survived  by  concen- 
trating on  its  core  business  of 
serving  individual  investors.  And 
as  a  result  of  last  year's  market 
surge,  the  company's  bottom  line 
has  staged  a  far  better  recovery 
than  fancier  Wall  Street  firms 
have  managed  to  pull  off.  In  1989, 
revenues  grew  407' ,  from  $392  mil- 
lion to  $553  million,  while  earnings 
climbed  from  $7.4  million  in  1988 
to  $18.9  million. 

MANAGERIAL  SAWY.  One  reason  is 
that  Schwab  has  experienced  a 
dazzling  climb  in  clients'  assets. 
Brokerage  houses  can  reap  sub- 
stantial interest  income  by  invest- 
ing such  holdings,  even  when  the 
market  is  blase  and  commission  in- 
come subsides.  Schwab  customer 
holdings  totaled  $25  billion  at  year- 
end,  substantially  above  the  $16.8 
billion  in  its  custody  when  the 
market  was  peaking  in  the  sum- 
mer of  1987.  Client  assets  have  ex- 
ploded even  though  trading  vol- 
ume rose  only  modestly — to  a 
recent  13,000  transactions  a  day, 
vs.  a  low  of  8.800  in  late  1988.  But  that's 
still  way  below  1987's  peak  of  17,900. 

True,  the  picture  is  not  totally  rosy  at 
the  discount  giant.  Even  though  its 
share  price  has  climbed  mightily  (chart), 
aided  by  the  company's  periodic  pur- 
chases of  its  own  shaies  Schwab  has 
only  recently  pushed  above  the  $16.50 


paid  by  investors — including  many 
Schwab  customers — at  the  initial  public 
offering  in  September,  1987.  And 
Schwab  shares  are  hardly  cheap.  The 
company  is  trading  at  almost  'IVi  times 
book  value.  By  contrast,  rival  discounter 
Quick  &  Reilly  Group  Inc.  is  changing 
hands  at  1.4  times  book  value.  Its  stock 
price  has  yet  to  return  to  the  heights  it 
reached  last  year. 
To  an  extent,  Schwab's  surge  is  a  vote 


SCHWAB  STOCK  BOUNCES  BACK 


•87  '8 
▲  DOLURS 


'90  MAR.  6 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


of  confidence  in  the  managerial  savvy  of 
Chief  Executive  Officer  Charles  R. 
Schwab,  whose  widely  disseminated  vis- 
age is  one  of  the  company's  most  potent 
publicity  tools.  Schwab  expects  1990  to 
be  a  "murky"  year  for  retail  brokers,  as 
a  "choppy"  market  keeps  many  individ- 
ual investors  sidelined.  But  he  is  fight- 


ing hard  to  stabilize  the  company's  oper 
ating  expenses  and  to  diversify  it: 
product  line.  The  ongoing  investment  ii 
new  high-tech  equipment  has  boostec 
Schwab's  efficiency,  and  the  firm  hai 
broadened  its  mix  of  products  and  ser 
vices  beyond  stock  trading.  In  additioi 
to  offering  credit  cards,  certificates  u 
deposit,  and  retirement  accounts,  th^ 
firm  holds  $2.9  billion  of  client  cash  in  it 
highly  successful  Schwab  One  cash-mar 
agement  accounts.  The  company  alread;'! 
offers  one  money-market  and  two  fixed  j 
income  mutual  funds,  in  conjunction 
with  Kemper  Financial  Services  Inc.  I  j 
plans  to  launch  tax-exempt  funds  an(  i 
may  introduce  equity  funds.  And  an  ir  , 
creasing  amount  of  Schwab's  revenu  \ 
comes  from  electronic  services  and  sof1 
ware.  The  company  recently  rolled  out 
Telebroker  service  that  lets  investor 
get  market  quotes  and  place  orders  bj 
pushing  buttons  on  their  telephones. 
BRANCHING  OUT.  As  a  result  of  a 
this,  Schwab's  revenue  mix  is  in 
proving.  Last  year,  70%  of  rev( 
nues,  after  deducting  interest  e? 
pense,  came  from  commissioni 
down  from  857  in  1987.  Mear 
while,  fees  and  interest  on  custon 
er  balances  grew  to  nearly  20' 
from  10%.  "The  company  is  muc 
more  than  a  discount  brokerag 
now.  It's  a  first-class  financial-sei 
vices  firm  for  people  who  fe< 
comfortable  making  their  own  ii 
vestment  decisions,"  says  Jac 
Sullivan,  principal  in  Van  Kaspe 
&  Co.,  a  San  Francisco  brokerag 
Schwab  is  also  strengthening  it 
branch  network  after  putting  e: 
pansion  plans  on  ice  because  c 
the  1987  crash.  It  intends  to  add  1 
branches  this  year,  bringing  ii 
network  to  126  offices,  and  it  wi 
open  more  offices  in  smaller  citit 
over  the  next  few  years.  The  fin 
is  also  doing  a  growing  busine: 
with  independent  financial  consu 
tants  who  execute  trades 
Schwab.  Nearly  1,000  consultan 
account  for  about  10%  of  Schwab 
$25  billion  in  customer  holdings. 

All  these  ventures  are  aimed 
preventing  a  repetition  of  th 
events  of  1988,  when  small  inve 
tors  fled  the  market  and  Schw; 
suffered.  At  that  time,  the  firm 
high  fixed  costs  simply  didn't 
low  much  of  a  margin  of  safet 
But  the  patient  efforts  at  cost-cuttir 
have  paid  off.  Schwab's  break-even  poll 
is  10,000  trades  a  day,  an  improvemei 
from  12,000  before  Bloody  Monday  ar 
23%  beneath  current  trading  levels.  So 
would  take  a  substantial  market  retre. 
to  put  a  scowl  on  Schwab's  famous  fac 
By  Maria  Shao  in  San  FranciS; 
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Other  airlines  not  only  bring  us 
their  planes  for  maintenance, 
they  send  their  pilots  to  us  for  training. 


Pan  Am's  maintenance  schedule  is  so  rigorous  and 

COMPREHENSIVE  THAT  OVER  30  OF  THE  WORLd's  AIRLINES  TRUST 
THEIR  MAINTENANCE  TO  US.  So  DOES  THE  U.S.  AlR  FoRCE 
FOR  40  OF  ITS  TRANSPORT  PLANES.  In  FACT,  NO  OTHER  U.S. 
CARRIER  SPENDS  AS  MUCH  ON  MAINTENANCE  PER  AIRCRAFT 
OPERATING  HOUR  AS  WE  DO.  Of  COURSE,  EVEN  THE  BEST- 
MAINTAINED  AIRCRAFT  IS  ONLY  AS  GOOD  AS  ITS  CREW.  WhICH 

IS  WHY  Pan  Am  is  also  providing  flight  training  for  12 

MAJOR  airlines.  As  WELL  AS  FOR  THE  CREWS  OF  AlR  FoRCE  OnE. 


We're  Flying  Better  Than  Ever' 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  connection.  It  gives  you  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  conneaivity  is  the 
key.  Getting  everybody  and  everything  - 
ex'erything  -  working  together  to  multiply 
the  total  effect  of  increased  individual 
efficiency  and  productivity.  All  of  which 
should  keep  your  bottom  line  looking 
better  and  better. 

MACINTOSH  SYSTEMS  - 
CONNECTIBLE  AND 
COMPATIBLE 

Apple  Macintosh  computers  all  share 
the  same  operating  system,  so  you  don't 
have  to  waste  time  choosing  one.  And 
since  Macintosh  comes  with  built-in 
networking  capability,  you  can  integrate 
with  virtually  any  other  computer 
system.  MicroAge  can  show  you  how. 


Macintosh'"'  II X 


EXPANDING 
YOUR  POWER  T( 
BE  THE  BEST.  I 


MICROAGE  MAKES  IT  EASY 

MicroAge  becomes  your  complete 
microcomputer  business  partner:  cor 
sultation,  needs  analysis,  planning  ai 
designing,  networking,  integrating 
different  computer  systems,  training, 
service  and  continuing  consultation.  A 
MicroAge,  you  become  a  valued  die 


1990  MCCI  MicrdAgc  IS  a  registered  trademark  of  MicroAge  Computer  Centers.  Inc.  MicroAge  is  an  international  sales  organization  of  in 


u 


MicroAge  service  and  business  solutions  are  available 
from  over  500  franchisee!,  company-owned  and  dealer 
locations  on  three  continents. 

CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want  to 
help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  MicroAge  or  MicroAge 
Affiliate  location  nearest  you,  call 
1-800-876-1530. 


>V1icro/1ge' 


5:  MicroAge  Affiliate  Locations 


and  Macintnsh  are  registered  trademarks  nl  Apple  Compiiter,  Inc. 


Business  nuis  on 
infomiation. 

Shouldn't  you  be 
using  premium? 

A  fact  is  a  fact — or  is  it? 

The  simple  truth  is  that  not  all  facts  are  created  or 
gathered  equally.  And  Dow  Jones  Information  Services  is  the 
premier  case  in  point. 

At  Dow  Jones,  we've  been  providing  the  business 
and  financial  community  with  information  forovera 
century  Through  personal  computers  and  over  news- 
wires,  TV,  radio,  telephone — and,  in  the  early  days, 
eager  messengers  bearing  handwritten  reports  of 
the  day's  Wall  Street  trading  activity. 

But  we  do  more  than  just  pass  along  the  news. 
Dow  Jones  Information  Services  deploys  reporters 
who  actively  root  out  late-breaking  business  devel- 
opments and  report  them  to  you  just  seconds  after 
they're  uncovered — and  often  before  the  rest  of 
the  world  gets  word. 

But  as  important  as  it  is,  speed  is  only  one 
measure  of  information.  There  are  also  compre-  . 
hensiveness  and  accuracy 

Which  is  why  we  provide  a  vast  and  easily 
navigated  electronic  reservoir  of  facts  you  can 
tap  into  as  needed.  Hundreds  of  sources  moni- 
toring every  business  discipline  and  industry 
Including  exclusive  access  to  the  full  text  of  the 
business  world's  publication  of  record.  The  Wall 
Street  jourmV,  and  the  newswire  of  record,  the 
Dow  Jones  News  Service'  (the  "Broadtape"). 

All  of  it  assembled  with  the  obsessive  attention 
to  detail  of  Dow  Jones,  by  any  measure  the  preeminent 
publisherof  business  news  and  information. 

So,  returning  to  our  original  question,  is  a  fact  just  a  fact? 
You  might  find  an  answer  in  the  Fortune  500  companies  all  over  the  world  who've  chosen  Dow  Jones  to  help  pro- 
vide them  with  their  information — especially  if  you  number  some  of  your  competitors  among  them. 

They'rerunningonpremium.Maybeyoushould  DoW JOUeS luformation  SeiViceS 


be,  too.  Simply  call  Dowjones  Information  Services 
at  1-800-522-3567,  Ext.  172tand  we'll  show  you  how. 


The  lifeblood  of  business." 


'liiNJ  aiidouisideiheU  S  ,(.illlbn<)i520-834q.  Exi  172  C)  IWO  Dowjones  &  Company.  Inc  All  nghis  reserved 


ME 


Y  GENE  G.  MARCIAL 


!S  A  CEMEHT  MAKER 

IBOUT  TO 

MALL  ITSELF  OFF? 


Although  the  stock  market  has 
been  trampled  by  bears  several 
times  since  New  Year's,  Cal- 
lat  has  been  among  the  few  issues 
hat  have  withstood  the  selling  pres- 
ure.  At  2SV2,  the  stock  of  the  major 
ement  and  construction-materials 
ompany  is  only  a  short  distance  from 
s  52-week  high  of  30%.  Part  of  that 
trength  can  be  attributed  to  the  mar- 
et's  interest  in  "infrastructure" 
tocks — companies  poised  to  benefit 
rom  road-building  and  other  public 
^orks.  But  something  else  is  afoot, 
l^hispers  are  that  CalMat  is  once  again 
takeover  target. 

In  1988,  CalMat  foiled  a  $40-a-share 
id  from  New  Zealand's  Brierley  In- 
estments  (page  46)  by  selling  Japan's 
Inoda  Cement  an  option  to  buy  Cal- 
lat's  cement  operations.  Brierley  then 
old  its  19%  stake  to  Onoda. 
lEFENSiVE  PLAY.  But  the  Onoda  deal 
idn't  guarantee  CalMat's  indepen- 
ence.  And  the  would-be  acquirers  be- 
ig  talked  about  now  may  be  harder  to 
end  off.  A  New  York  investor  group 
as  accumulated  close  to  a  5%  stake 
nd  plans  to  launch  an  offer  in  partner- 
hip  with  a  major  copper-mining  com- 
any  that  wants  to  make  an  acquisition 
1  order  to  reduce  its  own  attractive- 
ess  as  a  target.  The  mining  compa- 
y's  name  hasn't  yet  been  revealed, 
ut  Phelps  Dodge  comes  to  mind.  A 
'helps  Dodge  spokesman  said  the  com- 
any  never  comments  on  such  matters. 

CalMat  is  a  major  player  in  the  con- 
traction industry  in  California  and  the 
lOuthwest,  with  74  ready-mLx  concrete 
actories  and  37  crushed-stone  plants  in 
lalifornia,  Arizona,  and  New  Mexico, 
t  also  manufactures  Portland  cement 
t  three  plants. 

The  company  also  has  large  real  es- 
ate  holdings.  CalMat  has  been  selling 
iroperties  and  buying  its  own  shares, 
nd  it  puts  the  value  of  its  real  estate 
t  $685  million,  or  $22  a  share.  But  Lee 
Imith,  president  of  Corporate  Asset 
Itrategies,  values  CalMat's  real  estate 
.t  $30  a  share.  Adding  in  the  operating 
businesses.  Smith  estimates  a  breakup 
■alue  of  $55  a  share. 

If  CalMat's  suitors  go  ahead  with 
heir  bid,  the  company  is  likely  to  turn 
0  Onoda  again.  It  could  swap  the  Cali- 
ornia  cement  operations  for  the  Ono- 


CALMAT 
HANGS  TOUGH 
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da's  stock  and  some  cash.  Such  a  move 
would  give  management  the  where- 
withal to  take  the  remaining  company 
private  through  a  leveraged  buyout — 
thus  dodging  the  would-be  acquirers. 
CalMat  declines  comment. 


WHITE  SALE  AT 
FIELDCREST  CANNON 


Bi 


argain  hunters  are  discovering 
>the  stock  of  Fieldcrest  Cannon, 
'which  makes  high-quality  home 
textiles  such  as  bed  sheets,  bath  tow- 
els, and  premium  brand-name  carpets. 

The  shares,  which  traded  around  30 
last  fall,  are  down  to  21 1/2 — less  than 
80%  of  book  value.  And  the  price-earn- 
ings ratio,  9.4,  is  107<  below  the  textile 
industry's  average.  Fieldcrest's  valua- 
tion is  also  low  compared  with  prices 
that  have  been  paid  in  recent  years  for 
other  textile  manufacturers  such  as 
Burlington  Industries  and  J.  P.  Ste- 
vens. Jill  Lyons,  a  textile-industry  ana- 
lyst at  13D  Research,  gives  Fieldcrest 
a  takeover  value  of  $55  a  share.  Corpo- 
rate insiders  see  opportunity,  too,  and 
have  recently  added  to  their  holdings. 

But  even  with  a  cheap  stock  price, 
Fieldcrest  is  hardly  bait  for  an  un- 
friendly takeover.  Amoskeag,  a  Boston 
company  with  investments  in  textiles, 
real  estate,  railroads,  and  modular 
housing,  controls  66%  of  the  voting 
power  through  its  holdings  of  regular 
and  Class  B  common  stock.  But  some 
company-watchers  think  Amoskeag  is 
looking  to  sell  the  textile  maker.  That's 
why  Fieldcrest  Cannon  has  undergone 
a  major  modernization  program,  they 
say — to  make  the  company  more  desir- 
able to  an  potential  acquirer.  Amos- 


keag didn't  return  calls  for  comment. 


A  SLOT  MACHINE'S 
SOARING  FORTUNES 


When  Chuck  Mathewson  took 
over  as  president  of  Interna- 
tional Game  Technology  in 
1986,  he  promised  investors  that  the 
company's  stock  would  double  within 
three  years.  At  the  time,  most  analysts 
thought  the  odds  were  slim  that  Math- 
ewson could  deliver  on  that  promise  by 
selling  his  new  idea  for  a  slot  machine. 

But  those  who  bet  on  Mathewson — 
now  chairman  and  CEO — hit  the  jack- 
pot. By  1988,  the  share  price  had  more 
than  tripled,  from  8  to  26,  and  by  1989, 
it  was  up  to  32.  But  the  stock  market 
has  since  cooled,  and  some  analysts 
think  IGT,  which  trades  over  the 
counter  at  29  these  days,  is  still  a 
shrewd  wager.  Why?  In  1989,  revenues 
jumped  50%,  to  $151  million,  and  earn- 
ings leaped  25%,  to  $1.73  a  share.  John 
Uphoff,  an  analyst  at  Raymond  James 
&  Associates,  figures  that  earnings 
will  climb  over  40%-,  to  $2.45  a  share 
this  year,  and  to  $2.95  in  1991.  Says 
Uphoff:  "With  its  increasing  share  of 
the  slot-machine  market  worldwide. 
Game  Technology  is  capable  of  sustain- 
ing 207'  annual  earnings  growth  over 
the  next  five  years." 

IGT's  big  hit  is  Megabucks,  an  elec- 
tronic system  that  links  machines 
throughout  Nevada  to  a  single  comput- 
er. This  enables  Megabucks  to  build  up 
huge  jackpots,  which  have  paid  out  as 
much  as  $6.8  million  to  one  winner. 
That  makes  the.se  machines  popular 
with  slot  players — and  casino  owners, 
too.  The  Nevada  Megabuck  network 
will  more  than  double  this  year  with 
the  installation  of  475  new  machines. 
"Megabucks  will  be  our  cash  cow  and 
profit  machine,"  says  Mathewson. 

And  that's  not  all.  The  New  Jersey 
Gaming  Commission  recently  approved 
the  introduction  of  Megabucks  in  At- 
lantic City.  So  far,  five  casinos  have 
agreed  to  use  Megabucks,  and  they 
have  put  in  an  initial  order  of  80  ma- 
chines. "With  about  50%  of  all  new 
slot-machine  sales,"  says  Uphoff, 
"Game  Technology  has  positioned  it- 
self as  the  overall  market  leader." 

The  company  has  also  garnered  a 
30%  share  of  Australia's  market,  and  it 
expects  to  pick  up  a  big  chunk  of  busi- 
ness in  Europe,  where  negotiations  are 
under  way  to  liberalize  gaming  laws  in 
France,  Austria,  Spain,  Germany,  and 
the  Soviet  Union.  Uphoff  thinks  the 
stock  could  sail  past  40  within  a  year. 


NCE 
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It's  a  chilly  Saturday  evening  in  Feb- 
ruary. In  midtown  Manhattan,  care- 
free New  Yorkers  are  window-shop- 
ping and  heading  for  Broadway  shows. 
Not  James  D.  Robinson  III.  He's  holed 
up  in  a  36th-floor  conference  room  at  the 
headquarters  of  Primerica  Corp.  There, 
the  embattled  chief  executive  officer  of 
American  Express  Co.  is  in  tense  negoti- 
ations with  his  former  lieutenant,  San- 
ford  I.  Weill,  now  CEO  of  Primerica. 
P'lanked  by  lawyers  and  investment 
bankers,  some  still  in  the  T-shirts  they 
were  wearing  when  they 
received  a  frantic  call, 
Robinson  is  trying  to  get 
the  financial  help  so 
sorely  needed  by  his 
company's  brokerage 
house,  Shearson  Lehman 
Hutton  Inc. 

By  midnight,  Robin- 
son and  Weill  cobble  to- 
gether proposed  terms 
for  a  deal:  The  two  com- 
panies will  combine  their 
brokerage  operations.  A 
few  details  remain  unre- 
solved. But  AmEx  will 
put  in  Shearson.  And 
Primerica  will  put  in  its 
l)rokerage  subsidiary. 
Smith  Barney,  Harris 
Upham  &  Co.,  plus  its 
Margaretten  mortgage 
financing  unit.  Each  par- 
ent will  own  407'  of  the 
joint  venture,  with  the 
rest  being  owned  by 
public  investors  and  by 
Nippon  Life  Insurance 
Co.,  which  already  held  a 
position  in  Shearson.  The 
excitement,  say  people 
who  were  there,  was  al- 
most palpable.  "In  a  dif- 
ficult time,  it  was  an  op- 
portunity to  build  the 
best  firm  on  the  Street," 
says  a  Primerica  official. 

NO  COMMITMENT.  Like 

the  bright  promise  that 
once  imbued  so  many 
Amierican  Express  deals, 
the  agreement  didn't 
last.  Despite  a  couple  of 
last-ditch  attempts,  all 
the  deal's  vital  signs  had 
disappeared  four  days 
later,  on  Feb.  28.  Partici- 
pants in  the  talks  say 
the  major  sticking  point 
was  Robinson's  refusal 
to  commit  himself  to 
make  up  for  any  unex- 
pected losses  at  Shear- 
son  once  the  venture 
was  set  up.  Robinson 


SETBACK 
AFTER 
SETBACK 

FIREMAN'S  FUND  FIASCO 

1983.  Underpricing  insurance 
premiums  creates  heavy 
losses,  forcing 
AmEx  to  pump  in 
$230  million 

TAKEOVER  OF  E.F.  HUTTON 

1987.  Shearson's  postcrash, 
$962  million  acquisition  re- 
sults in  depressed  earnings 
and  about  $1  billion  in  added 
annuo!  overhead 

COOKING  THE  BOOKS 

1989.  Shearson's  Boston  Co. 


THE  BOSTON  COMPANY 

Boiion  Skfe  Deposit  and  Trust  Company 


money  managers  admit  they 
overstated  1988  earnings  by 
$30  million 

THE  SAFRA  AFFAIR 

1989.  Robinson  publicly  apol- 
ogizes to  former  banking 
partner  Edmond  J.  Sofra  for  a 
smear  campaign 

LOAN  PROBLEMS 

January,  1990.  Shearson's 
Balcor  real  estate  unit  holds 
nonperforming  loans  of  $1 14 
million.  Prospects  also  be- 
come bleak  for  collecting  on  a 
$500  million  loon  for  a 
takeover 
of  Prime 


Computer 


THE  SHEARSON  QUAGMIRE 

March,  1990.  Badly  in  need 
of  new  capital,  Shearson  fails 
to  persuade  investors  to  buy  a 
new  issue  of  about  $250  mil- 
lion in  stock.  AmEx  is  forced 
to  buy  all  of  Shearson 
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won't  comment  on  that  point,  but  he 
doesn't  diguise  his  disappointment.  "The 
strategy  was  a  good  one,  and  I'm  sorry 
we  couldn't  complete  it,"  he  says.  Ameri- 
can Express  is  pumping  $750  million  in 
cash  into  Shearson.  And  soon,  instead  of 
owning  61%  of  the  broker,  AmEx  will 
own  all  but  the  sliver  held  by  Nippon.  As 
he  has  done  with  some  regularity  in  the 
past  few  years,  Robinson  is  dipping  into 
the  ample  cash  spun  off  from  the  compa- 
ny's little  green  credit  card  and  related 
products  to  try  to  get  American  Express 
back  on  track. 

This  time,  however,  he 
will  not  be  pursuing  the 
grand  vision  of  a  compa- 
ny that  provides  a  full 
spectrum  of  financial 
services  from  private 
banking  to  money  orders 
for  customers  from 
America  to  Zanzibar. 
Robinson  feels  his  major 
miscalculation  was  "a  fo- 
cus on  overly  rapid 
growth."  Now,  he  adds, 
"we  will  stop  trying  to 
be  all  things  to  all  people 
all  over  the  world." 

The  debacle  at  Shear- 
son,  which  twice  had  to 
pull  back  plans  to  raise 
new  capital  to  cover 
heavy  losses,  is  a  spec- 
tacular end  to  Robin- 
son's dreams,  but  he  has 
hardly  been  a  stranger 
to  woe  in  recent  years. 
Problems  at  Fireman's 
Fund  Insurance  Co. 
forced  him  to  pump 
some  $417  million  into 
that  unit  so  he  could 
eventually  sell  it  off. 
The  ill-timed  purchase  of 
troubled  retail  broker 
E.F.  Hutton  &  Co.  in 
1987  dissipated  much  of 
the  progress  he  had 
made  in  folding  top  deal- 
maker  Lehman  Brothers 
Kuhn  Loeb  Inc.  into 
Shearson  in  1984.  His  bid 
for  a  global  franchise  in 
money  management  for 
the  rich  with  the  pur- 
chase of  Geneva-based 
Trade  Development 
Bank  in  1983  ended 
when  he  sold  the  bank 
earlie'-  this  year. 
TEFLON  BOSS.  Until  re- 
cently, the  problems 
have  barely  scratched 
Robinson's  longtime  rep- 
utation as  among  the 
best  and  brightest  of 


Balcor 
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CEOs.  The  blame  often  seemed  to  depart 
with  the  executive  directly  responsible. 
When  AmEx's  Boston  Co.  money-man- 
agement firm  fessed  up  last  year  that 
its  earnings  had  been  overstated,  two 
top  managers  left.  When  Robinson  had 
to  apologize  last  year  for  a  smear  cam- 
paign against  Edmond  J.  Safra,  who 
once  owned  TDB,  one  of  his  top  guns 
left.  Now,  various  resignations,  some  by 
people  snapping  at  the  cliance  to  run 
their  own  company,  have  thinned  out  the 
ranks  of  top  management  at  American 
Express  to  the  i)oint  where  Robinson 
has  offered  to  postpone  his  planned  re- 
tirement beyond  1992.  Worse,  Wall 
Street  wags  have  taken  to  calling  Robin- 
son "The  Teflon  Execu- 
tive." Robinson  insists 
he  takes  full  blame  for 
the  problems  at  Ameri- 
can Express  and  re- 
sponds facetiously: 
"Teflon  is  a  pretty  good 
product." 

There  is  strong  evi- 
dence that  the  failure  of 
Robinson's  grand  strat- 
egy is  more  than  a  fail- 
ure of  execution.  The 
struggles  at  Shearson 
and  the  sale  of  Trade 
Development  Bank  are 
signs  that  the  concept 
itself  was  flawed.  Cus- 
tomers of  some  newly 
accjuired  companies,  as 
it  turned  out,  often 
were  not  good  pros- 
pects for  basic  AmEx 
services.  Some  subsid- 
iaries even  balked  at 
trying  to  get  people  to 
sign  up  for  a  green 
card.  In  particular, 
wealthy  people  who 
prized  the  discreet 
charm  of  TDB  actually 
resented  the  solicita- 
tions they  got  from  the 
card  company. 

The  numbers  sum  it  up.  Earnings 
growth  at  American  Express  slowed  to 
11.4' f  last  year  from  13'a  in  previous 
years,  and  some  analysts  expect  as 
much  as  a  IA7'  earnings  decline  this 
year.  Return  on  equity,  which  was  27''' 
in  the  banner  year  of  1986,  was  21. 4'/' 
last  year.  AmEx's  stock  price  is  up  only 
217<  from  where  it  was  about  five  years 
earlier,  while  tlie  Standard  &  Poor's  500- 
stock  index  is  up  80%  (charts). 
CUTTING  BACK.  No  wonder  Robinson  is 
planning  a  drastic  overhaul  at  Shearson, 
recently  announcing  2,000  of  the  35,000 
staffers  would  lose  thi'ir  jobs  and  map- 
ping plans  to  shrink  assets  and  other 
parts  of  the  firm.  "The  Shearson  of  the 


'90s  will  look  different  than  the  Shear- 
son  of  the  '80s,"  says  Robinson. 

The  most  ticklish  task  of  all  may  be 
simply  avoiding  more  nasty  surprises 
from  Shearson  along  the  way.  If  partici- 
pants in  the  Primerica  negotiations  are 
right  about  Robinson's  unwillingness  to 
indemnify  Weill  against  unexpected 
losses,  that  could  be  an  indication  that 
Robinson  is  not  yet  confident  he  has  a 
handle  on  Shearson. 

Things  weren't  always  so  bad.  Back  in 
1977,  when  he  took  over  the  helm  at 
AmEx  at  the  age  of  40,  Robinson  came 
with  strong  credentials  as  a  manage- 
ment prodigy.  He  was  the  son  of  a  prom- 
inent Atlanta  familv,  and  his  father  and 
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grandfather  served  as  chairmen  of  First 
National  Bank  of  Atlanta.  He.  too,  en- 
tered banking  after  graduating  from 
Harvard  business  school,  joining  Morgan 
Guaranty  Trust  Co.  in  1961.  In  just  six 
years,  he  became  special  assistant  to 
then  Morgan  Chairman  Thomas  Gates. 
Robinson  joined  American  Express  in 
1970  as  executive  vice-president  at  the 
company's  international  bank  and  later 
served  as  AmEx's  president  for  two 
years  before  taking  over  the  top  spot. 

What  American  Express  did  well  then, 
it  does  well  now.  It  spends  millions  a 
year  to  promote  its  old  green  cards  as 
well  as  the  more  i-ecent  gold,  platinum, 
and  Optima  additions,  which  offer  credit 
lines  and  extended  payment  schedules. 


The  cards  make  up  the  lion's  share  o:^'t'® 
the  Travel  Related  Services  business 
which  this  year  will  account  for  abou 
18' J  more  of  the  company's  profits  thar 
it  did  three  years  ago.  AmEx  official 
acknowledge  some  concern  over  the  re 
cent  successes  of  other  credit-card  con 
tenders.  But  they  smirk  at  any  sugges 
tion  that  challengers  such  as  Citibank 
MasterCard  and  Visa  products  or  Sears 
Roebuck  &  Co.'s  Discover  card  cat 
match  their  success  with  upscale  con 
sumers.  Indeed,  Robinson  seems  quit  '  J^ 
content  to  let  the  likes  of  Citibank  an(  ^">^ 
Sears  slug  it  out  for  the  mass  market  ii 
order  to  preserve  the  notion  that  "Mem  J"?'" 
bership  has  its  privileges." 

The  notion  survive 
In  all,  there  are  some  3 
million  American  Ex 
press    cards    in  us 
around  the  world, 
117(  from  the  end 
1988.  But  back  in  198( 
Robinson  found  Am 
Ex's  menu  of  financis 
services  too  constric 
ing.  And  he  set  abou 
transforming  America;  ^ 
Express  into  a  financig  \lf^ 
empire  of  unequale 
proportions.    At  th 
time,   AmEx's  net 
come  was  $376  millioi 
with  the  biggest  earr 
ings    chunk  comin 
from  the  property  an 
casualty  insurance  bus 
ness  at  Fireman's  Func 
Robinson  made  hi 
first  big  move  in  Jun( 
1981,   by  purchasin 
Shearson  Loeb  Rhoadt 
Inc.  For  $930  millioi 
AmEx  broadened  it 
connection  to  individu 
investors.  Shearson  an 
AmEx  hoped  to  prospe 
through  such  joint  vei 
tures  as  Shearson's  F 
nancial  Management  Account,  a  clone  c 
the  successful  Merrill  Lynch  &  Co.  pro- 
uct  that  gathers  customers'  investmen 
checking,  and  credit-card  accounts  undc 
one  roof.  The  acquisition  also  enriche 
AmEx's  talent  pool,  bringing  in  Sane 
Weill,  a  wily  dealmaker  who  had  bui 
Shearson  through  key  acquisitions,  ai 
Peter  A.  Cohen,  who  made  the  de: 
click  through  his  back-office  and  s 
tems  expertise.  Weill  beefed  up  She; 
son,  acquiring  investment  banker  Le, 
man  Brothers  from  its  squabbli 
partners  in  1984.  Three  years  later, 
added  one  of  the  nation's  largest  re 
brokers,  E.  F.  Hutton,  which  had  nev(] 
recovered  from  a  check-kiting  scand| 
and  other  management  lapses 
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Meanwhile,  Robinson  had  added  an- 
ler  dimension  to  his  financial  services 
^gernaut.  In  1983,  he  struck  a  deal 
th  Safra  to  purchase  Trade  Develop- 
jnt  Bank  for  $550  million.  Geneva- 
sed  TDB  was  AmEx's  ticket  into  the 
ibby  world  of  Swiss  private  banking, 
lich  caters  to  high-net-worth  individ- 
Is  around  the  globe.  Once  again,  the 
ent  he  landed  was  as  important  as  the 
sets.  Lebanese  financier  Safra  is  syn- 
ymous  with  private  banking  in  Swit- 
fland.  The  bank  seemed  an  odd  book- 
d,  however,  for  the  other  acquisition 
it  year:  a  mass-market  investment  ad- 
lory  and  sales  company  called  Inves- 
ts Diversified  Services. 
iiRD  MIX.  Hindsight  has  illuminated 
;  flaws  in  the  structure  created  by 
ibinson.  The  plans  for  one-source  de- 
ery  of  various  financial  services  and 
)ss-selling  to  AmEx's  various  custom- 
>  never  materialized.  In  many  ways 
;  product  mix  and  clientele  became  so 
fied  that  customers  and  executives 
ke  were  confused.  TDB's  well-heeled 
stomers,  for  example,  wanted  the  kind 
individual  attention  and  asset  man- 
ement  that  American  Express,  which 


has  mass-marketing  down  to  a  science, 
couldn't  deliver.  Even  IDS  refrained  from 
marketing  AmEx  cards  to  its  customers 
for  fear  that  some  wouldn't  meet  the 
income  requirements. 

The  incompatibility  was  dramatized  in 
1988,  when  Britain's  Beazer  Co. 
launched  a  hostile  takeover  of  Pitts- 
burgh-based Koppers  Co.  Shearson 
backed  Beazer  with  financing  as  well  as 
advice,  as  the  mayor  and  other  civic 
leaders  in  Pittsburgh  whipped  up  a  pro- 
test against  the  loss  of  yet  another  local 
company.  At  one  point,  citizens  held  a 
protest  to  snip  their  AmEx  cards  in  half. 
The  incident  infuriated  Robinson  and  led 
to  a  series  of  nasty  exchanges  between 
him  and  Cohen  over  Shearson's  dealmak- 
ing  strategy,  say  Shearson  executives. 
Shearson  subsequently  stopped  backing 
raiders  in  hostile  deals. 

By  that  time,  management  gaffes 
were  also  undermining  Robinson's  strat- 
egy. First  came  Fireman's  Fund,  which 
AmEx  had  acquired  in  1968.  By  the  ear- 
ly 1980s,  it  was  pushing  into  riskier  in- 
surance and  stretching  for  market  share 
by  holding  down  rates.  Combined  losses 
in  1982  and  1983  reached  $452  million. 


forcing  Robinson  to  pump  in  $230  million 
in  fresh  capital  and  end  a  35-year  unbro- 
ken string  of  earnings  gains  for  AmEx. 
Then  AmEx  President  Weill  said  at  the 
time;  "Did  top  management  at  AmEx 
know  what  was  going  on?  No.  Should 
we  have?  Maybe."  Weill  became  Robin- 
son's troubleshooter  in  turning  Fire- 
man's Fund  around,  although  AmEx  had 
to  pump  another  $187  million  into  the 
insurer  before  it  eventually  sold  it  off 
through  public  stock  offerings. 

The  strain  on  the  company  from  that 
episode  was  magnified  by  the  start  of 
the  management  exodus  that  has  de- 
prived Robinson  of  some  of  his  most 
valued  executives.  Weill,  anxious  to  run 
his  own  company,  left  in  1985  and  even- 
tually built  the  company  that  became 
Primerica.  He  was  replaced  by  Louis  V. 
Gerstner  Jr.,  who  left  in  1988  to  run  RJR 
Nabisco  Inc.  Although  those  departures 
were  harmonious,  others  were  not.  Some 
even  involved  a  whiff  of  scandal. 

Perhaps  the  most  embarrassing  case 
involved  Safra.  After  selling  his  bank, 
Safra  had  agreed  to  head  what  the  com- 
pany then  called  American  Express  In- 
ternational Bank.  But  the  entrepreneur- 


AMEX'S 

EXECUTIVE 

EXODUS 

Some  of  the  most  highly 
regarded  talent  in  the 
world  of  finance  has 
worked  for  American  Ex- 
press under  Chief  Execu- 
tive James  Robinson  III. 
But  departures  have 
thinned  out  the  top  ranks 
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EDMOND  J.  SAFRA 

AmEx  International  Bank  CEO 
He  bridled  at  AmEx's  bureaucrat- 
ic style  after  selling  his  Trade  De- 
velopment Bank  to  AmEx 


SANFORD  I.  WEILL 

AmEx  president 

This  street-smart  dealmaker  seemed  the  perfect  complement  to 
the  patrician  Robinson.  But  Weill  eventually  became  restless  as 
No.  2  and  set  out  to  run  his  own  company.  He  now  heads  Primerica 


LOUIS  V.  GERSTNER  JK< 

AmEx  president 

His  skillful  management  of  Travel  Related 
Services  made  him  Robinson's  heir  appai"- 
ent.  He  left  to  run  RJR  Nabisco 


HARRY  L.  FREEMAN 

AmEx  executive  vice-president 
A  Robinson  confidant,  he  re- 
signed after  AmEx  admitted  to 
smear  campaign  against  Safra 


Shearson  Lehman  Hutton  CEO 
He  came  along  with  Weill  when  AmEx  bought  Shear- 
son  in  1981.  He  was  forced  out  because  of  Shearson's 
poor  earnings  and  its  failure  to  raise  more  capital 


ial  Safra.  who  chafed  at  AmEx's 
bureaucracy,  quit  in  198-5.  AmEx's  pri- 
vate banking  efforts  became  even  more 
tenuous  when  Safra's  noncompete 
clause  expired  in  1988  and  he  opened  a 
rival  private  bank,  Safra  Holdings.  Last 
year,  Robinson  admitted  that  "  persons 
acting  on  behalf  of  American  Express 
were  reponsible  for  newspaper  articles 
linking  Safra  to  money-laundering  and 
other  illicit  activities.  Safra  disputes  the 
stories.  Harry  L.  Freeman,  an  AmEx  ex- 
ecutive vice-president,  eventually  re- 
signed, and  American  Express  donated 
S8  million  to  Safra's  favorite  charities. 

Last  year.  American  E.xpress  admitted 
to  another  gaffe  when  it  disclosed  that 
the  Boston  Co.,  a  mon- 
ey management  subsid- 
iary of  Shearson,  had 
overstated  its  1988 
earnings  by  S30  million. 
Boston  Co.  President 
James  X.  von  Germeten 
was  fired,  and  Chief  Fi- 
nancial Officer  Joseph 
F.  Mui-phy  resigned. 
OPEN  CASE.  An  embar- 
rassment dating  back  to 
the  sale  of  stock  in  Fire 
man's  Fund  is  turning 
out  to  be  more  difficult 
to  shake  off.  In  1988. 
Salim  B.  Lewis,  a  Rob- 
inson friend  who  owned 
an  arbitrage  firm  in 
which  American  Ex- 
press had  invested, 
pleaded  guilty  to  prop- 
ping up  the  price  of  ex- 
isting shares  of  Fire 
man's  Fund  as  the 
company  was  issuing 
new  shares.  He  was 
sentenced  to  three 
vears'  probation  and 
fined  8250,000.  Even 
though  no  American 
Express      executives  I 

were  charged  and  the  .  

comipany  says  an  internal  investigation 
turned  up  no  indications  of  wrongdoing, 
executives  fear  that  the  L".  S.  Attorney 
hasn't  closed  the  case.  Assistant  U.  S. 
Attorney  Anne  C.  Ryan,  who  headed  the 
prosecution,  declined  comment. 

Of  all  the  problems  dogging  Robinson, 
however,  none  is  as  pressing  as  Shear- 
son.  "We've  got  some  hea\'y  lifting  to 
do,"  as  he  puts  it.  The  firm  has  been 
limping  ever  since  its  ill-starred  takeover 
of  Hutton.  Some  of  the  problems  stem 
directly  from  Hutton.  which  was  already 
thinly  capitalized  and  vastly  overstaffed 
when  Shearson  bought  it.  Shearson  had 
hoped  that  excess  capacity  in  its  back- 
office  operations  would  make  the  two 
firms  more  efficient,  but  the  1987  crash 


=.cotched  that  hope.  And  the  firm's  deal- 
making  image  got  a  black  eye  in  1988, 
when  it  wound  up  on  the  losing  side  in 
the  battle  to  take  over  RJR  Xabisco. 
Since  1986,  Shearson's  per-share  earn- 
ings have  declined  77^f,  to  91?  last  year. 

Shearson  has  some  homegrown  prob- 
lems, too.  Its  Balcor  real  estate  unit  has 
estimated  that  it  holds  some  S114  million 
in  nonperforming  loans.  And  Shearson  is 
hamstrung  by  a  S500  million  loan  last 
fall  to  finance  a  takeover  of  Prime  Com- 
puter Inc.  The  loan  was  supposed  to  be 
refinanced  by  junk  bonds,  but  the  mar- 
ket's collapse  has  left  Shearson  holding 
a  loan  of  which  the  prospects  for  collec- 
tion are  not  bright. 


They  continued  talking  informally  un 
til,  a  few  days  after  the  phone  call,  Rob  ---^ 
inson  and  Weill  met  at  Primerica  head 
quarters  with  investment  bankers  anc 
lawyers  in  tow.  "The  conversation  cen 
■tered  on  where  Shearson  was  an( 
whether  Primerica  and  AmEx  could  dc 
something  together,"  says  one  person  a 
the  meeting 

Then  Weill  went  on  a  scheduled  vaca 
tion  to  Florida  and  Puerto  Rico,  whiL 
Robinson  was  engaged  in  less  sunn; 
pursuits.  By  Jan.  30,  Shearson  had  t 
cancel  its  stock  offering.  Cohen  resignec 
under  pressure  from  Robinson  and  wa 
immediately  replaced  by  Howard  L 
Clark  Jr..  who  had  been  AmEx's  CFO 


AN  EXCLUSIVE  CLUB,  WITH 
34  MILLION  MEMBERS 

AmEx's  'Membership  has  its 
privileges'  ad  campaign 
helped  the  number  of  cards  in 
use  to  grow  by  1 1  %  in  1989 


In  December.  Shearson  CEO  Peter  Ce 
hen  launched  a  plan  to  replenish  the 
firm's  capital  by  selling  about  S250  mil- 
lion in  stock  to  the  public.  It  would  have 
-  ■  -mented  the  61"^^  of  Shearson 
by  American  E.xpress  and  the 
lo  owned  by  Xippon  as  a  result  of  a 
1987  investment.  By  January,  after  Ce 
hen  had  made  the  rounds  of  institutional 
investors  and  analysts,  the  hostile  recep- 
tion he  had  encountered  indicated  the 
offering  faced  rough  sledding. 

At  about  the  same  time,  Robinson  and 
Weill  were  on  the  phone  discussing 
Shearson's  woes.  When  Robinson  sug- 
gested, "Maybe  we  should  do  something 
with  you,"  Weill  was  interested.  "Maybe 
we  should  talk  about  it,"  he  rephed. 


American  Express  cam^ 
up  with  a  plan  in  whicl  -' 
it  w^ould  try  again  t 
sell  stock  to  existini 
Shearson  investors  am 
buy  any  shares  the; 
wouldn't  pick  up.  Tha 
plan  would  fail,  too. 

The  Robinson-Weil 
talks  picked  up  stear 
after  Weill  returned 
New  York.  Still  fa 
from  the  glare  of  put 
licity",  the  two  advance 
toward  some  sort  o 
resolution.  The  negotis 
tions  climaxed  at  th 
meeting  on  Feb.  24 
where  the  two  side 
agreed  on  the  joint-vei  ' 
ture  approach.  Bot 
sides  agree  that  at  n 
point  w^as  an  outrigh 
sale  of  Shearson  to  Pr 
merica  even  discussed. 
COLLAPSE.  The  plan  ■ 
unraveled  within  day: 
Privately,  represent; 
tives  of  AmEx  and  Pr 
merica  blame  each  otl 
er  for  torpedoing  th 
'  agreement.  AmEx  pei 

 !  pie  say  the  deal  had  co  i-c  a  e 

lapsed  by  Feb.  28.  They  say  Primeric 
couldn't  pump  enough  resources  into  th 
joint  venture  to  make  it  worthwhile  fc 
Am.Ex.  Primerica's  side  says  the  prol 
lems  at  Shearson  posed  too  much  risl 
Although  AmEx  denies  it,  various  pe' 
pie  familiar  with  the  issues  say  AmE  : 
was  not  willing  to  promise  to  make  goc  »• 
on  any  une.xpected  losses  at  Shearson. 

Whatever  the  case,  Primerica's  side  i: 
sists  a  deal  still  was  doable  as  late 
Mar.  3.  "We  were  told  to  sit  tight  ar 
they  would  get  back  to  us  before  the 
board  meeting  on  Mar.  4,"  says  one  pe 
son  involved  in  the  negotiations.  But,  e 
pecting  to  be  rebuffed,  Weill  sent  Robi 
son  a  letter  before  the  Mar.  4  AmE 
board  meeting.  ad\ising  him  that  Pi 
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rica  was  no  longer  interested  in  u 
rger. 

Jow  that  it  has  bought  the  rest  of 
;arson,  American  Express  has  an 
in  stronger  incentive  to  shape  up  the 
npany  fast.  In  late  February,  the  firm 
shed  the  annual  bonuses  to  its  800 
estment  bankers  by  10%  compared 
h  last  year.  Cohen  spent  millions  to 
apult  Shearson  into  London  and  To- 
),  but  executives  now  expect  big  cut- 
:ks  in  staffs  in  those  two  cities.  Exec- 
,'es  also  say  Shearson  laid  off  60 
ployees  in  trading  and  research  ca- 
ities  in  London  on  Mar.  7. 
'he  overall  plan  for  Shearson  is  to 
uce  its  operations  mainly  to  core 
iinesses;  others  will  be  chopped,  elimi- 
ed,  or  sold.  The  firm  intends  to  re- 
in a  force  in  retail  brokerage,  invest- 
nt  banking,  asset  management,  and 
le  trading  activities. 


Clark  has  plenty  of  help  in  searching 
for  ways  to  shape  Shearson.  Besides 
AmEx  executives,  people  participating  in 
a  massive  review  include  James  D.  Wol- 
fensohn,  who  heads  an  investment  bank- 
ing firm  bearing  his  name,  and  many 
representatives  of  consultant  McKinsey 
&  Co.  The  committee  expects  to  an- 
nounce its  sweeping  study  internally  be- 
fore Apr.  I.  Says  a  member  of  the 
group:  "The  overriding  goal  is  to  get 
Shearson  back  to  the  basics  and  make  it 
a  much  leaner  operation." 
HIT  LIST.  The  most  prominent  targets  on 
the  hit  list  include  Balcor,  Shearson's  eq- 
uity research  department,  and  various 
institutional  sales  and  trading  depart- 
ments. Besides  paring  businesses.  Shear- 
son  will  take  a  go-slow  approach  on  any 
expansion.  The  change  between  Clark's 
game  plan  and  Cohen's  big-spending 
ways  is  already  noticeable.  "Before,  our 


philosophy  was,  if  you  can  borrow  it, 
spend  it,'  "  says  one  top  Shearson  execu- 
tive. As  an  illustration,  Shearson  execu- 
tives point  disgustedly  to  the  firm's  re- 
cent massive  office  expansion  in  lower 
Manhattan. 

As  for  the  lucrative  card  business, 
Robinson  is  trying  to  broaden  the  card's 
appeal  to  less  affluent  customers,  step- 
ping up  marketing  to  college  students, 
for  example.  And  AmEx  is  trying  to  get 
more  restaurant  chains  and  movie  the- 
aters to  accept  the  card.  Overseas, 
where  AmEx  cards  play  second  fiddle  to 
bank  cards,  Amex  is  intensifying  its 
marketing  efforts.  With  Robinson  now 
scaling  down  his  once-grand  ambitions 
for  the  company,  it's  clearer  than  ever 
how  dependent  he  is  on  what  American 
Express  calls  The  Card. 

By  John  Meehan  and  Jon  Friedman, 
with  Leah  J.  Nathans,  in  Neiv  York 


IDS:  SPARKLING  JEWEL  IN  A  TARNISHED  CROWN 


rhe  Roai'ing  '80s  were  approach- 
ing full  howl  six  years  ago  when 
American  Express  Co.  acquired 
ivestors  Diversified  Services  Inc.,  a 
Iksy  Minneapolis  company  famed  for 
illing  insurance  and  other  invest- 
ents  at  their  customers'  kitchen  ta- 
es.  Wall  Street  scoffed.  Why  would 
m  Robinson  pay  $727  million  for 
■mething  so  plodding,  so  middle-in- 
ime,  so  thoroughly  Midwestern?  It 
mply  did  not  fit  the  sophisticated  im- 
re  of  American  Express.  Buy  another 
■okerage  firm,  yes — but  ID.S? 
So  who's  plodding  now.  Wall  Street? 
3mpared  with  the  list  of  AmEx's  em- 
irrassing  deals,  the  renamed  IDS  Fi- 
mcial  Services  Inc.  stands  out  as  per- 
ips  the  best  the  company  has  ever 
ade.  Since  the  1984  purchase,  earn- 
gs  growth  at  ids  has  averaged  2S%  a 
;ar,  and  assets  under  management 
ive  more  than  doubled,  to  $46.8  bil- 
m.  The  secret  of  success:  Robinson 
eked  a  company  that  already  had  a 
rong  franchise,  and  his  managers 
ayed  to  IDS's  strengths  rather  than 
Lnging  into  exotic  new  areas.  As  IDS 
hief  Executive  Harvey  Golub  puts  it: 
We've  done  it  by  being  prudent,  by 
.aying  away  from  things  that  haven't 
Jen  in  our  clients'  best  interests." 
ENIGN  NEGLECT.  IDS  got  its  Start  sell- 
g  investment  certificates — basically, 
ninsured  CDs — back  in  1894.  In  the 
)60s,  it  was  the  biggest  mutual  fund 
)mpany  around,  but  growth  slowed  in 
le  1970s.  Sanford  Weill,  then  presi- 
5nt  of  American  Express,  set  up  the 
jquisition  and  was  instrumental  in 
ringing  in  Golub,  a  native  New  York- 
r  who  was  working  for  American  Ex- 


CEO  GOLUB  LEFT  MOST  IDS  EXECUTIVES  IN 
PLACE,  AND  ROBINSON  LEFT  GOLUB  ALONE 


press  as  a  McKinsey  &  Co.  consultant. 

The  changes  were  hardly  earthshak- 
ing.  IDS  picked  up  American  Express' 
"blue  box"  logo  to  use  as  a  mai'keting 
tool,  for  example.  But  Golub  left  most 
IDS  executives  in  place,  and  Robinson 
left  Golub  alone.  Golub  began  adding 
new  businesses,  such  as  loans  and  bro- 
kerage services.  He  also  expanded  mu- 
tual fund  offerings — but  nothing  too 
risky,  mind  you.  Golub  still  refuses  to 
offer  sector  funds,  such  as  those  in- 
vesting just  in  technology  companies, 
because  he  considers  them  too  volatile 


for  his  customers.  As  ever,  IDS  serves 
a  broad  middle-class  market,  families 
earning  $35,000  to  $85,000  a  year. 

The  company  takes  some  flak  be- 
cause the  investment  strategies  its 
6,000  "financial  planners"  recommend 
are  based  almost  exclusively  on  IDS 
products.  Consumer  Reports  reviewed 
low-cost  financial  planners  in  1986  and 
concluded  that  IDS's  advice  was 
skewed  to  its  high-profit  insurance  poli- 
cies. Golub  insists  there  is  no  conflict 
and  points  out  that  the  compensation 
of  IDS  salespeople  is  based  on  how  well 
their  customers'  investments  perform, 
as  well  as  on  how  much  they  sell. 
FEW  RIVALS.  Surprisingly,  for  such  a 
potentially  rich  market  segment,  IDS 
has  few  direct  competitors.  No  one  pro- 
vides such  a  wide  array  of  products  or 
boasts  such  an  extensive  network  of 
planners.  Analysts  say  the  cost  of  set- 
ting up  such  a  network  presents  a  high 
barrier  to  entiy.  In  fact,  Golub  sees 
shopping  malls  and  vacations  as  his 
biggest  competitors:  "It's  a  choice  be- 
tween current  consumption  or  putting 
money  aside  for  some  future  purpose. 
We  compete  against  Disneyland.'' 

Golub,  50,  had  been  mentioned  as  a 
potential  successor  to  the  dejuiried  Pe- 
ter A.  Cohen  as  head  of  Shearson  Leh- 
man Hutton  Inc.  That  didn  t  happen, 
but  he  does  spend  two  days  a  week 
helping  new  Shearson  ceo  Howard 
Clark  map  strategy.  One  i  Im  is  to  add 
more  cooperation  betv.een  IDS  and 
Shearson,  perhaps  tearnmg  up  to  cre- 
ate new  equity  and  bona  mutual  funds. 
You  can  bet  the  Wai]  Streeters  won't 
scoff  at  the  IDS   j  proach  this  time. 

By  Russe    Mitchell  in  Minneapolis 


■P.  STORY 


ENVIRONMENT! 


EASTERN  EUROPE'S 
BIG  CLEANUP 


Can  it  undo  decades  of  ecological  damage  without  choking  growth? 


ronislaw  Kaminski,  Poland's  Envi- 
ronment Minister,  thumps  a  thick 
report  on  the  table.  Crammed 
with  distressin^^  statistics,  it  describes 
an  environment  ravaged  during  40  years 
of  communist  misrule.  But  Kaminski  is 
doing  more  than  whistling  in  the  smog. 
A  few  weeks  ago,  he  issued  a  list  of 
Poland's  80  worst  polluters,  fueling  out- 
rage— and  support  for  a  cleanup  plan  he 
hopes  to  offer  by  July.  "From  this 
mountain  of  things  we  have  to  do,  I 
want  to  cut  off  the  peak,"  says  Ka- 
minski, who  was  appointed  when  the  Sol- 
idarity government  took  power  last  fall. 

Like  Poland,  all  of  Eastern  Europe 
faces  a  Herculean  task  as  it  moves  to- 
ward democracy.  Decades  of  relying  on 
heavy  industry  without  pollution  con- 
trols have  created  an  environmental  ca- 
tastroi)he:  dying  forests,  poisoned  food, 
and  deteriorating  human  health.  And  an- 
ger is  mounting  as  the  facts  come  out. 
In  Czech  polls,  the  shattered  ecosystem 
is  the  public's  No.  1  concern. 

There's  worry  in  Western  Europe,  too, 
where  pollution  from  the  East  is  killing 
forests  and  poisoning  the  Baltic.  Of  the 
$;'65  million  the  European  Commission 
has  pledged  to  Poland  and  Hungary  for 
1990,  up  to  207'  is  earmarked  for  the 
environment.  Denmark's  parliament  just 
voted  $75  million  in  ecological  aid  for 
Eastern  Europe,  and  Sweden  is  giving 
an  additional  $180  million.  But  it's  not 
enough.  Cleaning  up  Poland's  mess  will 
cost  $20  billion,  and  other  Eastern  Euro- 
pean states  need  billions,  too.  "We  know 
what  we  need  to  do,"  says  Boldrich  Mol- 
dan,  the  new  Environment  Minister  for 
the  Czech  republic,  the  larger  of  Czecho- 
slovakia's two  states.  "But  we  don't 
have  money  to  do  it." 


This  shortfall  will  make  it  doubly  hard 
to  repair  the  region's  economy.  The 
World  Bank  estimates  that  107  of  Po- 
land's gross  national  product  is  lost  be- 
cause of  illness  and  industry's  inability 
to  use  polluted  water.  "For  years,  ex- 
perts have  said  that  environmenUil  deg- 
radation ultimately  affects  economic 
growth,"  says  Thierry  Baudon,  thf 
World  Bank's  chief  environment  official 
for  Europe.  "In  Eastern  Europe,  you 
can  take  the  'ultimately'  out  of  that 
statement." 

GRIM  TALE.  Perhaps  the  toughest  task  is 
balancing  growth  with  a  thorough  clean- 
up. Should  a  factory  with  thousands  of 
workers  be  closed  because  it  poisons  a 
river?  Should  pesticides  and  fertilizers 
be  withheld  from  farmers?  Such  ques- 
tions never  came  up  in  centralized  econo- 
mies. Heavy  industry  needed  lots  of  en- 
ergy, and  subsidies  made  electricity  and 
heat  cheap  for  individuals,  who  had  no 
incentive  to  conserve.  Today,  for  exam- 
ple, Czechoslovakia  uses  507  more  ener- 
gy per  head  than  France,  despite  having 
many  fewer  cars.  And  much  of  this 
comes  from  burning  high-sulfur  coal. 
The  result:  Poland  produces  six  times 
more  air  pollution  per  unit  of  output 
than  does  Western  Europe. 

In  theory,  polluters  had  to  pay  big 
fines  in  most  of  the  East.  But  exemp- 
tions were  easy  to  get:  East  Germany's 
government  gathered  volumes  of  envi- 
ronmental data,  but  declared  them  state 
secrets.  When  Moldan  took  office  in 
Prague,  by  contrast,  he  found  one  wom- 
an collecting  environmental  data  for  the 
entire  country.  His  best  source  is  a  book- 
let compiled  by  himself  and  other  dissi- 
dents before  last  November's  uprising. 

The  tale  it  tells  is  grim.  Acid  rain  has 


St  tin 


killed  hundreds  of  square  miles  of  fore 
where  East  Germany,  Poland,  ar 
Czechoslovakia  meet.  Toxic-waste  dumj 
lie  scattered  across  Eastern  Europe, 
the  former  spa  town  of  Teplice,  in  nort 
west  Czechoslovakia,  air  pollution  fro 
power  plants  and  coal  mines  keeps  ch 
dren  inside  for  about  one-third  of  tm-L 
winter.  For  six  weeks  a  year,  school 
held  in  cleaner  towns.  Petr  Veselsky, 
microbiologist  who  defied  the  secret  f  .^^^^^ 
lice  to  help  found  an  ecology  group,  sa 
he  is  "ashamed  that  I  have  brought  ch 
dren  into  the  world  here." 

Western  Europe,  of  course,  isn't 
perclean.  The  Rhine  brims  with  indust 
al  and  agricultural  runoff,  and  Brits 
still  buries  sewage  in  the  North  Sea.  B 
unlike  their  neighbors.  Eastern  Europ 
an  nations  still  lack  the  basic  legj 
groundwork  for  pollution  control,  ll 
alone  monitoring  and  enforcement.  Ti 
resulting  contrasts  are  stark.  Childri 
from  the  industrialized  Upper  Silesi  ''• 

area  of  Poland,  tested  at  summer  car) 
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BULGARIA 


■  One-third  of  forests  damaged 

■  Black  Sea  polluted  by  sewage,  oil, 
industrial  waste  ^ 

■  Metals  pollution  destroying  farm- 
land soils 


CZECHOSLOVAKIA 

■  70%  of  rivers  heavily  polluted, 
40%  of  sewage  untreated 

■  Half  of  forests  dying  or  damaged 

■  Pollution-related  cancers  and  infant 
mortality  soaring 


DATA  INTERNATIONAL  UNION  fOR  CONSERVATION  Of  NATURE  &  NATURAL  RESOURCES,  BW 


EAST  GERMAN^:  [|, 

■  Urban  air  pollution  50  times 
than  notional  standards 

■3160 

■  In  some  areas  90%  of  childreiW 
fer  respiratory  diseases 

Open  uranium  waste  dumps  pi 
ing  groundwater  and  air  in  the  s  J^*''* 
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SCIENCE  &  TECHNOIP 


Ueiiniark,  have  been  found  to  have  up 
five  times  more  lead  in  their  blood 
in  children  from  West  European  cit- 
.  They  get  it  partly  by  eating  their 
^etables.  In  fact,  the  Poles  joke  that  if 
1  boil  down  a  ton  of  cabbage,  you 
id  up  with  a  cannon  ball.  And  in  East 
rmany,  only  3%  of  the  lakes  have 
nkable  water,  and  a  third  of  the  rivers 
;  biologically  dead  because  of  toxic 
,ste  from  chemical  plants. 
OPEN  DOOR.  Still,  East  Germany  has 
3  advantage:  its  other  half.  The  West 
rmans  think  they  can  bring  their 
ighbor  up  to  Bonn's  own  standards — 
long  the  highest  in  Europe — in  just  10 
irs.  "It  doesn't  make  sense  to  go  after 
;  last  nanogram  of  toxins  in  West  Ger- 
ihy  when  we  can  go  after  kilos  with 
;  same  money  in  East  Germany,"  says 
;mens  Stroetmann,  state  secretary 
the  West  German  Environment  Minis- 
'.  The  top  priority  is  reducing  soot, 
St,  and  gaseous  air  pollution — obvious 
ins  that  may  keep  East  German  citi- 


zens from  fleeing  West.  Then 
will  come  cleanups  of  water 
and  soil. 

West  German  businesses 
are  hoping  to  recoup  some  of 
these  costs.  Cleaning  up  sul- 
fur emissions  from  East  Ger- 
man power  plants  could  be  a 
$6  billion  industry  over  the 
next  decade,  figures  Gerald 
Schleger,  chief  executive  of 
Deutsche  Babcock,  which 
makes  scrubbers.  At  the  mo- 
ment, he's  bidding  for  one 
such  job,  as  well  as  for  a  $60 
million  waste-incineration 
plant  in  Dresden.  Frankfurt- 
based  Lurgi  was  so  eager  to 
get  a  foot  in  the  door  that  it 
will  take  a  loss  on  a  $135  mil- 
lion contract  it  won  to  build 
clean-steam  generators  at  a 
chemical  plant  near  Leipzig. 
"We  hope  to  recover  the  costs 
with  future  orders  from  a  lot 
of  small  and  medium-size 
plants,"  says  Chief  Executive 
Jens-Peter  Schaefer. 

There  could  also  be  oppor- 
tunities elsewhere.  Czechoslo- 
vakia plans  to  spend  $800  million  on 
cleaning  up  its  power  plants  by  1995, 
half  of  that  in  the  West.  Government 
corridors  in  Warsaw  and  Prague  are 
filled  with  Western  salesmen  hawking 
pollution  gear.  But  so  far,  the  lack  of 
hard  currency  makes  deals  rare.  "The 
only  sure  way  to  get  paid  is  by  some- 
body else"  in  the  West,  says  Jan 
Stromblad,  an  executive  vice-president 
of  the  Flakt  environmental  control  unit 
of  Asea  Brown  Boveri  Group. 

Recognizing  this  problem,  some  gov- 
ernments are  pairing  aid  with  commerce. 
Sweden  is  offering  Poland  $50  million  in 
grants  to  buy  Swedish-made  environ- 
ment gear.  If  Finnish  companies  get  pol- 
lution-control contracts  in  Poland,  Fin- 
land will  offset  part  of  the  cost  by 
forgiving  Polish  debts  of  up  to  $22.5  mil- 
lion. The  five  Nordic  countries  are  set- 
ting up  a  fund  with  $40  million  in  capital 
to  invest  in  environmental  joint  ven- 
tures. About  20  Nordic  companies  have 
already  asked  for  money.  Meanwhile, 


Eastern  Europe's  movement  toward  a 
free-market  system  could  be  the  best  aid 
of  all.  "The  rules  of  market  economics 
will  put  waste  and  inefficiency  under  a 
spotlight,"  says  Poland's  Kaminski. 
Fines  and  penalties  will  mean  more 
when  factory  managers  are  forced  to 
show  profits.  And  the  environment  will 
benefit  as  subsidized  industries  such  as 
steelmaking  shrink. 

NO  MORE  NUKES?  The  hardest  part  will 
be  phasing  out  coal,  which  accounts  for 
SO'/c'  of  the  fuel  burned  in  Poland  and 
East  Germany.  Cleaner  oil  and  natural 
gas  are  too  dear  now  that  East  Europe 
can  no  longer  count  on  cheap  Soviet  im- 
ports. Nuclear  power  is  a  possible — but 
controversial — alternative.  East  Germa- 
ny has  just  shut  down  two  nuclear 
plants  for  safety  reasons,  and  Poland 
has  stopped  construction  on  its  first 
plant  while  a  fierce  public  debate  rages. 

While  the  East  needs  Western  help  to 
clean  up,  it  may  be  vulnerable  to  envi- 
ronmental hucksters.  "There's  a  danger 
that  we  won't  be  able  to  distinguish  be- 
tween good  companies  and  bad  ones," 
says  a  Czech  official,  who  fears  bribes 
may  persuade  newly  elected  officials  to 
ease  up  on  foreign  polluters.  In  fact, 
even  as  Western  companies  get  in  line 
for  the  cleanup,  some  are  trying  to  ex- 
ploit the  East.  "I  had  a  visitor  from  a 
Western  country  who  offered  excellent 
equipment  for  incinerating  toxic 
wastes,"  says  Moldan.  "But  it  was  on 
condition  that  we  also  incinerate  their 
toxic  waste."  Mieczyslaw  Metier,  direc- 
tor of  Poland's  National  Foundation  for 
Environmental  Protection,  tells  of  a  simi- 
lar proposal  from  a  Swiss  company.  He, 
too,  refused.  "We  no  longer  want  to  be 
the  garbage  dump  of  Europe,"  he  adds. 

Perhaps  it  isn't  surprising  that  in  the 
gray  government  buildings  in  Prague 
and  Warsaw,  dark-suited  bureaucrats 
now  talk  of  "ecodevelopment."  If  East- 
er-n  Europe  wades  out  of  its  quagmire 
and  integrates  ecology  and  growth,  it 
could  set  an  example  for  other  develop- 
ing economies.  But  the  effort  that  de- 
mands will  be  nothing  short  of  heroic. 

By  Mark  Maremont  in  Warsaw,  with 
Jonathan  Kapstein  in  Brussels  and  Gail  E. 
Schares  in  Bonn 


HUNGARY 


Drinking  water  in  south  seriously 
ntaminated  with  arsenic 

iewoge  treatment  in  poor  state  ev- 
where 

Mr  pollution  exceeds  maximum  lim- 
for  half  of  population 


POLAND 


■  95%  of  rivers  polluted 

■  High  acid  levels  and  metals  pollu- 
tion have  damaged  half  of  farmland 

■  In  Upper  Silesia,  half  of  children 
suffer  pollution-related  illnesses 

■  Leukemia  rates  soaring 


ROMANIA 


■  Virtually  no  air  pollution  controls 

■  High  levels  of  pollution-related 
heart  disease  and  infant  mortality 

■  Toxic-waste  disaster  at  the  port  of 
Sulina  on  Black  Sea 
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OCCASKMALLYTHE  DREAMS 
OF  A  SMALL  BUSINESS  OWNE 

COMETRUL 


Now  there's  a  small  business  phone  system 
with  more  features  than  many  big  business  sys- 
tems. Its  easier  to  use,  too,  because  it  ^riiides  you 
step  by  step  through  everything.  Its  NORSTAR 
—a  level  of  technology  a  small  l)usiness  owner 


could  only  dream  of  having  until  now.  If  your  business 
has  100  or  fewer  employees,  call  1-800-NORTHERN  for 
fi'ee  performance  video.  And  see  just  how  big  an  idea:^ 
telecommunications  was  meant  nonhem 
to  be— even  for  a  small  business.    I  W  . 


Built-in  speaker  071 
every  phone  lets  you 
call  or  answer  without 
picking  up  the 
handset 


Connects  to  your 
PCs,  fax  machines, 
and  other  office 
communications 
equipment 


Instant,  one-touch  dialing 
of  the  numbers  you  call 
most  often 


m 


Easy-to-read 
display  guides 
you  step  by  step 
through  over 
70  features 


Messaging  lets 
you  get  in  touch 
and  get  on  with 
your  work—  no 
more  telephone  tag 


NORSTAR  conference 
calling  makes  if  easy  to 
set  up  three-way  calls 


Dial  1-H00-N(  >RTlItJ{N 
for  a  free 

jierfonnance  video. 


Programmable  memory  keys 
give  you  one-button  access  to  your 
favorite  features 


NOCTHERN  TELECOM 

TECHNOLOGY    THE    WORLD    CALLS  ON 


)        Northern  Ttiei-om.  Norstar  is  a  trademark  of  Northern  Tfelecom. 
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Developments  to  Watc 


EDITED  BY  WILLIAM  D,  MARBACH 

RADON:  A  BIGGER  THREAT 
rHAN  ANYONE  THOUGHT? 


The  radon  scare  of  sev- 
eral years  ago  has  fad- 
ed, as  scientists  fail  to  find 
conclusive  evidence  that 
the  low  levels  of  the  radio- 
active gas  found  in  many 
homes  cause  lung  cancer. 
But  a  new  study  by  physi- 
cists at  Clark  and  Prince- 
ton Universities  finds  that 
many  more  houses  may 
have  dangerously  high  lev- 
els of  the  carcinogenic  gas 
than  previously  thought. 
The  scientists  relied  on  statistical  tests  to  analyze  data  al- 
ready collected  from  about  10,000  homes.  Since  the  data  are 
ncomplete,  researchers  use  mathematical  models  to  under- 
stand what  the  information  means  for  the  entire  U.  S.  For  the 
lew  analysis,  the  scientists  refined  their  models.  As  a  result, 
;he  number  of  homes  estimated  to  have  radon  levels  above  20 
)icocuries  per  liter  (4  is  generally  considered  safe)  jumped  as 
nuch  as  sixfold — to  120,000.  Twenty  picocuries  of  radon  is  the 
equivalent  of  nearly  1,000  chest  X-rays  a  year.  The  next  step  is 
,0  prove  or  disprove  a  link  between  radon  and  lung  cancer  by 
examining  inhabitants  of  a  few  thousand  high-radon  homes. 


DOZING  AT  THE  SWITCH' 
IlifHIlE  U.S.  PROWESS  EBBS 


How  can  the  U.  S.  reverse  the  decline  of  once-mighty  manu- 
facturing industries?  A  recent  report  from  the  congres- 
;ional  Office  of  Technology  Assessment  (OTA;  describes  how 
American  manufacturing  is  being  battered  by  a  one-two  punch 
)f  innovative  foreign  competition  and  an  unfavorable  U.  S. 
Hisiness  climate.  While  U.  S.  prowess  ebbs,  the  OTA  concludes, 
'the  government  is  dozing  at  the  switch." 
OTA  recommends  a  series  of  policies:  Federal  and  state  gov- 
ernments, it  says,  should  boost  programs  to  spread  state-of- 
;he-art  manufacturing  technology  among  the  nation's  360,000 
imaW  manufacturing  companies.  And  the  government  should 
consider  subsidizing  the  leasing  or  purchase  of  new  machine 
:ools  to  stimulate  sales  of  domestic  machine-tool  makers.  Says 
senator  John  Heinz  (R-Pa.):  "OTA  makes  a  convincing  case  that 
Lhe  government  has  helped  turn  industries  into  winners  in  the 
aast — and  that  it  must  continue  to  do  so." 


WHEN  THE  TV  CREDITS  ROLL, 
FHE  DIRECTOR  MAY  BE  YOU 


This  spring,  TV-watchers  in  300  homes  in  Springfield,  Mass., 
will  give  up  their  roles  as  couch  potatoes — and  become 
:ouch  directors.  They'll  be  able  to  switch  from  one  TV  camera 
to  another  during  a  live  basketball  game,  or  choose  less  stren- 
uous exercises  during  a  morning  workout  show. 

It's  all  part  of  the  first  U.  S.  test  of  an  innovative  interactive 
rv  technology.  A  special  piggybacking  technique  developed  by 
ACTV  Inc.  in  New  York  lets  three  or  four  variations  of  a  TV 
program — perhaps  shot  from  different  cameras — be  squeezed 
into  the  signal  space  normally  needed  by  just  two  channels. 
Using  a  remote  control,  you  switch  among  the  programs  so  it 


seems  as  if  you  are  directing  the  broadcast.  With  a  sports 
event,  for  example,  you  are  actually  choosing  among  the  views 
of  multiple  cameras.  The  technology,  which  is  already  avail- 
able in  5,000  Montreal  homes,  also  makes  possible  interactive 
game  shows,  where  you  press  different  buttons  in  response  to 
questions.  The  three-month  trial  for  viewers  of  Springfield's 
Continental  Cablevision  Inc.  may  include  another  feature:  in- 
teractive commercials  being  developed  by  McCann-Erickson 
Worldwide  for  General  Motors,  Coca-Cola,  and  AT&T.  The  sys- 
tem allows  different  ads  aimed  at  selected  audiences. 


CLOSING  IN  ON  A  SUSPECT 
IN  ALZHEIMER'S  DISEASE 


The  drugs  now  used  to  treat  Alzheimer's  disease  atfaick  its 
symptoms,  but  they  can't  prevent  or  even  stall  the  pro- 
gression of  the  illness,  which  afflicts  up  to  4  million  adults  in 
the  U.  S.  alone.  Now,  a  West  Chester  (Pa.)  biomedical  compa- 
ny, Cephalon  Inc.,  has  announced  that  its  scientists,  working 
with  a  researcher  at  Harvard  medical  school,  have  discovered 
an  enzyme  called  clipsin  that  may  be  a  culprit  in  the  disease. 
Normally,  the  brain  produces  only  a  small  amount  of  the 
enzyme.  But  the  researchers  found  three  or  four  times  more 
clipsin  in  the  brains  of  Alzheimer's  patients. 

The  researchers  believe  clipsin  plays  a  role  in  the  formation 
of  plaques,  or  protein  deposits,  on  cells  in  the  cortex  region  of 
the  brain  in  Alzheimer's  patients.  The  plaques  gradually  im- 
pede the  function  of  those  cells,  causing  dementia.  It  may 
happen  because  the  brain  either  produces  too  much  clipsin  or 
lacks  an  inhibitor  that  controls  the  enzyme,  says  Cephalon 
Vice-President  Jack  Lief. 

Cephalon  scientists  are  testing  several  new  drugs  that  seem 
to  block  the  action  of  the  enzyme — and  thus  promise  to  halt 
the  progression  of  the  disease.  The  company  is  negotiating 
with  a  major  pharmaceutical  company  for  continued  support  of 
the  work,  leading  Lief  to  estimate  that  a  clipsin-inhibitor  will 
be  in  clinical  trials  within  two  years. 


SWEET  NEWS:  SUGAR  CANE  MAY  HOLD 
AN  ANTIDOTE  FOR  AGING  SKIN 


Still  slathering  on 
the  Retin-A,  that 
much-publicized  rem- 
edy for  aged  and 
sun-damaged  skin? 
Now,  dermatologists 
have  a  new  potion — 
glycolic  acid — which 
is  found  naturally  in 
sugar  cane  plants. 
At  UCLA  Medical 
Center  in  Los  Ange- 
les, dermatologists 
treated  more  than  150  patients  with  the  substance.  A  majority 
showed  "marked  improvements"  in  both  fine  and  coarse  wrin- 
kles, mild  scars,  skin  discoloration,  and  scaly  precancerous 
growths,  called  keratoses,  that  are  caused  by  the  sun. 

Patients  first  received  a  concentrated  glycolic  solution  and 
then  used  a  weaker  dose  at  home,  daily,  for  three  to  six 
months.  Researchers  say  glycolic  acid  appears  to  regenerate 
collagen  and  elastin — the  natural  proteins  that  act  as  support 
for  connective  tissues.  They  believe  the  substance  is  less  irri- 
tating than  Retin-A  and  doesn't  cause  sun  sensitivity.  Neo- 
strata  Co.  in  North  Haven,  Conn.,  makes  a  nonprescription 
cream  with  glycolic  acid,  available  through  dermatologists. 
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COMPUTERS  I 


THE  TOUGHEST  JOB 

IN  THE  COMPUTER  BUSINESS 


(91  as 


Michael  Spindler  tripled  Apple  sales  in  Europe.  Will  his  magic  work  in  America? 


Wes' 


ichael  H.  Spindler,  the  new 
[chief  operatin}^  officer  of  Apple 
1  Computer  Inc.,  is  back  home  in 
Paris,  trying;  to  get  some  rest.  It's  Tues- 
day morning,  and  he  just  got  off  the  red- 
eye from  New  York,  having  completed  a 
round-trip  that  began  on  Monday  morn- 
ing's Concorde.  In  New  York,  Spindler 
canvassed  sales  managers  for  ideas  on 
how  to  perk  up  Apple's  U.  S. 
business.  At  home,  where  he  is 
getting  ready  for  his  move  to 
headquarters  in  Cupertino, 
Calif.,  the  phone  rings  constant- 
ly with  urgent  messages.  He's 
exhausted,  has  a  hacking 
cough,  and  has  lost  track  of 
how  many  times  he  has  crossed 
the  Atlantic  in  the  past  few 
weeks.  "Nobody  should  think 
this  is  easy,"  he  sighs.  "It's  a 
big  risk.  I  hope  I  can  do  it. 
We'll  see." 

Nobody  does  think  it's  easy. 
Spindler,  a  47-year-old  German 
who  made  himself  a  hero  by 
nearly  tripling  Apple's  Europe- 
an sales,  to  $1.2  billion,  in  two 
years,  is  taking  on  what  might 
be  the  toughest  job  in  the  com- 
puter business.  Apple  sales  in 
the  U.  S.  are  stagnant,  and  its 
marketing  strategy  in  disarray: 
Just  when  PC  demand  is  soften- 
ing, Apple  is  stuck  with  an  in- 
complete lineup  of  Macintoshes, 
many  of  which  customers  see 
as  overpriced.  In  the  December 
quarter,  while  other  PC  makers 
grew  more  than  15%,  Apple  rev- 
enues rose  only  6%,  and  earn- 
ings dropped  11%  from  a  year 
earlier.  Two  prominent  Apple 
executives  have  resigned.  Trad- 
ing in  the  middle  30s,  Apple  stock  is  30% 
off  its  1989  high.  Some  analysts,  such  as 
Steven  L.  Ossad  of  Montgomery  Securi- 
ties, expect  earnings  for  the  year  ending 
Sept.  30  to  come  in  5%-  below  last  year's, 
the  first  year-to-year  drop  since  1985. 
SLIMMING  DOWN.  And  those  are  just  the 
short-term  problems — with  straightfor- 
ward solutions.  First,  Apple  plans  to 
trim  costs.  It  is  eliminating  such  lavish 
customs  as  twice-a-year  raises.  It's  lay- 


ing off  3%  of  its  12,000  workers.  It  has 
cut  prices  on  two  popular  products.  And, 
according  to  preliminary  information  ob- 
tained by  BUSINESS  WEEK,  it  is  working 
on  a  series  of  new  Macs  (table),  includ- 
ing one  that  may  sell  for  as  little  as 
$1,000,  an  improved  portable,  a  low-cost 
color  Mac,  and  Apple's  most  powerful 
computer  ever.  Apple  will  not  confii-ni  or 


deny  that  these  products  are  planned, 
saying  it  does  not  comment  on  unan- 
nounced products.  But  the  new  Macs  are 
expected  within  18  months,  though  only 
one  would  go  on  sale  in  time  to  help 
fiscal  1990  results.  And  even  with  the 
new  models,  market  researcher  Interna- 
tional Data  Corp.  expects  Macintosh 
shipments  in  the  U.  S.  to  drop  5.3'/< ,  to 
618,500  units. 

What  worries  analysts  most,  however. 


is  Apple's  long-term  challenge:  keeping 
the  Macintosh's  edge  over  other  person- 
al computers.  When  its  graphical  style- 
using  a  mouse  and  pointing  at  "icons 
on  the  screen  to  run  programs — was 
unique,  the  company  could  charge  high 
prices.  And  it  didn't  matter  much  that 
Apple  was  slow  to  bring  out  new  models 
using  the  newest  microchips  to  increase 
performance. 

Now,  Mac  doesn't  look  as 
unique.  After  years  of  hangups, 
Microsoft  Corp.'s  Windows — a 
graphics  program  that  makes 
an  IBM  PC  look  like  a  Mac — is 
making  a  dent.  Software  devel- 
opers say  that  a  new  version  of 
Windows,  scheduled  to  come 
out  next  month,  is  the  closest 
thing  yet  to  the  Mac  for  the  PC 
'VULNERABLE.'  Even  then,  the 
Macintosh  will  retain  clear  ad- 
vantages. For  instance,  there 
are  hundreds  of  Mac  programs, 
which  all  work  the  same  way, 
making  it  easy  to  teach  workers 
new  programs.  It  will  take 
years  for  Windows  to  match 
that.  Still,  many  consumers 
won't  see  much  difference  be 
tween  the  Mac  and  Windows. 
"IBM  is  looking  more  like  Apple, 
and  at  a  lesser  price,"  says  Jef- 
frey D.  McKeever,  CEO  of  the 
MicroAge  Inc.  computer  store 
chain.  "Customers  are  saying: 
'We  didn't  mind  paying  the  ex- 
tra price  when  there  was  no  al- 
ternative.' Now  there  is  one, 
and  it  puts  Apple  in  a  vulnera- 
ble position." 

Unless  Apple  can  move  Mac 
technology  beyond  that  of  the 
IBM  PC — or  convince  the  public 
that  it's  still  out  front — its  strategy  is  in 


peril.  When  John  Sculley  took  over  as 
chief  executive  from  founder  Steven  P 
Jobs,  he  focused  on  making  Mac  a  dis- 
tinct alternative  to  the  IBM  PC  in  large 
businesses.  The  plan  worked,  largely  be- 
cause the  machine's  built-in  graphics 
made  it  a  whiz  at  desktop  publishing,  a 
job  that  most  PCs  couldn't  even  attempt. 

Mac  took  off,  propelling  Apple  from 
$1.9  billion  in  sales  in  1986  to  $5.3  billion 
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ist  year.  With  no  clones  in  sigiit,  the 
jmpany  began  driving  up  the  Mac's  av- 
rage  selling  price.  That  produced  gross 
largins  of  50%',  the  highest  among  PC 
lakers.  Apple  said  it  needed  the  extra 
rofit  to  plow  into  research  and  develop- 
lent  on  its  proprietary  Mac  designs.  At 
Jo  to  8%  of  revenues,  Apple's  R&D  bud- 
et  is  nearly  twice  that  of  Compaq  Com- 
uter  Corp.,  whose  products  are  based 
n  industry  standards.  But  if  the  Mac  is 
3en  as  just  another  PC,  Apple's  premi- 
m  prices  won't  hold.  "They  need  to  de- 
ver  something  unique,  or  else  the 
hole  story  doesn't  work,"  says  Charles 
,.  Wolf,  an  analyst  at 
irst  Boston  Corp. 
Making  the  story 
ork  again  is  Spin- 
ler's  job.  The  first  step 
ill  be  rebuilding  the 
ampany's  tattered 
lanagement.  "Apple 
m't  do  anything  until 
,  gets  that  squared 
way,"  says  Montgom- 
ry's  Ossad.  This  win- 
;r,  as  the  company's 
jsults  deteriorated  and 
ressure  mounted  in 
le  executive  suite, 
)ng-standing  internal 
valries  erupted.  Short- 
f  after  the  dismal  De- 
5mber  earnings  were 
nnounced,  Allan  Z. 
oren,  the  executive  in 
[large  of  U.  S.  sales 
nd  marketing,  re- 
igned suddenly — com- 
any  insiders  say  at 
culley's  request.  Lor- 
n's  style,  considered 
brasive,  had  earned 


Equipment  Corp.  and  Intel  Corp.  in  Eu- 
rope before  joining  Apple  in  1980,  Spin- 
dler  says  he  has  little  interest  in  corpo- 
rate intrigue.  He  would  just  as  soon  stay 
in  Europe,  he  says,  but  is  willing  to  do 
what  ScuUey  asks.  And,  he  insists,  he's 
not  doing  it  in  hopes  of  someday  replac- 
ing Sculley  as  CEO.  "I'm  interested  in 
doing  what  I've  been  asked  and  getting 
it  right,"  he  says.  The  stories  of  his  ri- 
valry with  the  departing  Gassee,  he 
sniffs,  are  just  "soap  opera  items." 
INTENSITY.  But  whether  he  likes  it  or 
not,  Spindler  has  landed  in  the  middle  of 
Silicon  Valley's  longest-running  soap  op- 


im  many  enemies,  es- 
ecially  in  the  U.  S. 
larketing  department, 
rhich  he  ran. 

Sculley's  solution  was 
3  name  Spindler  chief 
perating  officer,  giv- 
ig  him  temporary 
harge  of  Loren's  Apple 
SA  division  as  well  as 
roduct  marketing  and 
lanufacturing  respon- 
ibilities.  Until  then, 
hese  had  been  assigned 
0  Jean-Louis  Gassee, 
resident  of  Apple  Products,  the  division 
hat  designs  new  Macs.  With  Apple 
'roducts  under  fire  for  not  bringing  out 
lew  models  and  with  his  duties  dimin- 
ihed,  the  outspoken  Frenchman  decided 
0  quit.  On  Mar.  2,  after  a  month  of 
legotiations,  Apple  announced  that  Gas- 
ee  would  leave  on  Sept.  30. 

Spindler  shrugs  off  the  idea  of  an  ex- 
icutive  suite  in  turmoil.  A  veteran  mar- 
keting executive  who  worked  for  Digital 


APPLE'S  NEW  MACINTOSHES 


Estimated  introduction  dates  and  prices 


MARCH,  1990 


New  high-end  Mac  using  the  fastest 
available  version  (40  Mhz)  of  Motoro- 
la's 68030  chip 


SUMMER,  1990 


An  improved,  lower-price  version  of 
the  portable  Mac 


SEPTEMBER,  1990 


A  $1,000  replacement  for  the  agmg 
Mac  SE  and  Mac  Plus,  using  the  one- 
piece  Mac  case 


SEPTEMBER,  1990 


An  inexpensive  ($2,200  without  dis- 
play screen)  color  Mac;  replaces  black 
and  white  SE30 


JANUARY,  1991 


'Elsie,'  a  compact,  low-cost  version  of 
the  Mac  II  design 


WINTER,  199)1 


A  new  lugh-end  Macmtosh,  using 
Motorola's  mainframe  class  68040 
microprocessor 


era.  Since  its  earliest  days,  Apple  has 
attracted  intense  personalities — intense- 
ly creative,  competitive,  and  political. 
"The  company  likes  to  hire  aggressive 
young  managers  and  give  them  plenty 
of  latitude.  Jobs  figured  that  would  help 
produce  the  "insanely  great"  products 
he  wanted.  The  Mac  was  his  proof. 

There  was  always  a  darker  side  to  the 
Apple  culture  as  well.  The  free-form  Ap- 
ple structure  enabled  strong  personal- 


ities to  build  political  kingdoms.  As  alle- 
giances shifted,  there  were  repeated 
internal  power  struggles.  One  of  the 
first  to  spill  over  publicly  was  between 
Jobs  and  Michael  M.  Scott,  the  seasoned 
electronics  industry  veteran  whom  Ap- 
ple's board  had  hired  to  keep  the  young 
company  in  line.  When  Scott  and  Jobs 
clashed  in  1981,  Scott  quit.  Just  four 
years  later,  of  course.  Jobs  himself  was 
out,  after  losing  a  political  showdown 
before  Apple's  board  to  Sculley,  the  for- 
mer Pepsi-Cola  Co.  president  whom  Jobs 
had  recruited  as  president  in  1983. 
Since  taking  over,  Sculley  has  worked 
hard  to  maintain  the 
Apple  culture.  Even  as 
he  pushed  a  marketing 
program  that  made  the 
offbeat  Macintosh  re- 
spectable in  big  busi- 
ness, he  talked  of  mak- 
ing Apple  a  "third- 
wave"  corporation: 
creative,  entrepreneur- 
ial, and  free  of  big-com- 
pany hierarchies. 

One  bad  habit  that 
Apple  did  acquire  was 
big  spending.  Its  sala- 
ries were  always  among 
the  highest  in  Silicon 
Valley,  and  its  perks 
the  best.  Until  recent 
belt-tightening,  the  top 
125  executives  got  a 
choice  of  company  cars, 
including  Mercedes  and 
Jaguars.  And  there  was 
always  plenty  of  money 
for  splashy  marketing 
events,  hip  interior  de- 
signs, and  scores  of 
consultants.  "Apple 
people  spend  like  cra- 
zy," notes  Michele  S. 
Preston,  an  analyst  at 
Salomon  Brothers  Inc. 
Indeed,  despite  Apple's 
high  gross  profits, 
bloated  costs  held  after- 
tax margins  to  8.69!  last 
year — way  below  Com- 
paq's 11.6%. 

Analysts  are  under- 
whelmed by  Apple's 
current  austerity  cam- 
paign, too.  Instead  of 
taking  back  all  the  com- 
pany cars,  Apple  offered  executives  cash 
toward  buying  the  ones  they  were  using. 
And  the  guy  in  charge  of  slashing  costs. 
Chief  Financial  Officer  Joseph  A.  Gra- 
ziano,  may  have  trouble  asking  workers 
to  stint:  Last  summer,  he  negotiated  a 
$1.5  million  bonus  to  return  to  Apple. 

Sculley's  forte  as  CEO  has  been  defin- 
ing Apple's  long-range  mission.  His  idea 
is  to  extend  the  Mac  technology  to  make 
the  user-friendly  desktop  computer  a 
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"dashboard"  for  maneuvering  around 
networks  of  data  bases  on  all  sorts  of 
computers.  His  shortcoming  seems  to 
have  been  in  building  a  management 
team  to  carry  out  the  plan.  In  the  past 
five  years,  Sculley  has  relied  on  a  string 
of  proteges,  each  of  whom  rose  quick- 
ly— only  to  be  replaced  by  another  in  six 
months  or  a  year.  "It's  the  Queen  for  a 
Day  syndrome,"  says  a  former  manag- 
er. The  list  has  included  both  Loren  and 
Gassee  as  well  as 
former  CFO  Deborah 
A.  Coleman  and  for- 
mer Sales  Vice-Presi- 
dent Charles  M.  Boe- 
senberg,  now  senior 
vice-president  for 
sales  at  mips  Com- 
puter Systems  Inc. 

Sculley  insists  that 
the  executive  musi- 
cal chairs  is  simply  a 
symptom  of  rapid 
growth.  Apple  reve- 
nues will  have 
grown  from  $1  bil- 
lion to  $6  billion  in  just  seven  years.  "Do 
I  wish  it  were  smoother?  Absolutely," 
he  says.  "But  we're  trying  to  build 
.something,  not  just  fix  .something." 
CHIP  GLUT.  Still,  the  constant  churning 
has  had  its  costs.  In  1988,  for  instance, 
the  company  badly  misjudged  the  com- 
puter memory-chip  shortage.  That  sum- 
mer, just  as  the  crunch  was  easing,  Ap- 
ple bought  a  hoard  of  one-megabit  DRAM 
chips  on  the  spot  market.  Within  weeks, 
prices  dropped  and,  in  early  1989,  Apple 
took  a  $27  million  pretax  charge  related 
to  its  overpriced  chip  inventory. 

The  biggest  gaffes  came  in  prod- 
uct development  and  marketing.  In- 
stead of  trotting  out  "insanely 
great"  products,  Apple  began  selling 
more  expensive  adaptations  of  the 
Macintosh.  The  long-delayed  porta- 
ble Macintosh,  introduced  last  fall, 
fulfilled  the  company's  goal  of  pre- 
serving the  Mac  look  and  feel  in  a 
battery-powered  machine.  But  it's  a 
17-pound  behemoth  that,  at  $8,000,  is 
double  the  price  of  lighter  and  more 
powerful  IBM  PC-compatible  laptops. 
"With  their  no-compromise  strategy, 
they  created  an  Edsel,"  scoffs  Vern 
L.  Raburn,  chairman  of  software 
producer  Symantec  Corp.  Despite 
production  problems  that  have 
slowed  shipments  from  the  factory, 
dealers  say  they  have  plenty  of  Mac 
portables  on  their  shelves. 

Marketing,  which  was  split  be- 
tween Loren  and  Gassee  in  a  1988 
reorganization,  has  suffered  most. 
"There  was  always  a  tug  of  war 
over  who  did  the  M-word,"  says  John 
Zeisler,  vice-president  for  marketing 
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at  Claris  Corp.,  Apple's  software  subsid- 
iary. Loren,  a  former  CIGNA  Corp.  in- 
formation systems  e'xecutive  with  no 
computer  industry  experience,  favored 
high  prices.  When  the  chip  shortage  and 
escalating  costs  threatened  margins,  he 
pushed  through  a  price  hike.  That  quick- 
ly backfired.  Last  Christmas,  instead  of 
making  the  customary  price  cuts  on  the 
family-oriented  Apple  II,  Loren  ran  the 
"Test  Drive  a  Mac"  promotion.  Custom- 
ers could  buy  a  Macin- 
tosh and  return  it  for 
a  full  refund  by  Jan. 
1 — with  no  questions 
asked.  Dealers  hated 
it.  In  the  December 
quarter — usually  Ap- 
ple's strongest — its 
share  of  the  PC  sales 
through  U.  S.  dealers 
slipped  from  23%  to 
189^  ,  according  to  Au- 
dits &  Surveys  Inc. 
(chart). 

Spindler  is  assess- 
ing the  damage  sus- 
tained in  the  U.  S.  as  he  looks  for  Lor- 
en's  replacement.  "I  opted  for  this 
temporarily  in  order  to  get  an  opinion  of 
what  needs  to  be  done,"  he  says.  One 
thing  he  would  like  to  change  in  the 
domestic  market  is  the  emphasis  on  dis- 
count pricing.  His  marketing  innovation 
in  Europe  has  been  a  network  of  Apple 
Centers — stores  that  sell  only  Apple 
products.  These  outlets  avoid  deep  dis- 
counts, because  they  offer  additional 
services.  "The  question  is:  Why  can't  it 
work  somewhere  else?"  he  says.  "Maybe 
it's  the  Nordstrom's  idea — a  philosophy 


that  gets  away  from  price,  price,  price." 
Spindler  concedes  that  his  idea  might 
only  work  for  small-business  customers, 
since  large  U.  S.  corporations  have  ex- 
acted maximum  discounts  for  years. 

Meanwhile,  Apple's  best  bet  remains 
differentiation — both  in  new  products  I 
and  in  marketing.  A  key  development  ^ 
will  be  System  7,  a  major  update  of  the 
Macintosh's  operating  system,  the  basic 
software  that  runs  the  machine.  Al- 
though the  company 
insists  that  Macin- 
tosh is  still  as  much 
as  two  years  ahead 
of  anything  on  the 
I'C,  System  7  is  clear- 
ly aimed  at  heading 
off  OS/2,  Microsoft's 
advanced  operating 
system  for  PCs.  OS/2 
features  a  Mac-like 
format  called  Pre- 
sentation Manager 
and  outdoes  the  cur- 
rent Mac  operating 
system  in,  for  in- 
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stance,  multi-tasking — running  more 
than  one  program  at  a  time. 
FALLING  BEHIND.  Just  like  OS/2,  System 
7  will  also  let  one  program  call  over  to 
another  to  exchange  information:  A 
spreadsheet  could  start  up  a  data-base 
program  to  find  the  correct  information  i 
to  use  for  a  particular  calculation.  For! 
the  Mac,  "System  7  is  a  significant  step, 
forward,"  concedes  Microsoft  Chief  Ex 
ecutive  Officer  William  H.  Gates  III. 

But  System  7  isn't  ready  yet  and 
falling  behind  schedule.  Apple  originally 
told  software  developers  that  portions  of 
the  new  system  would  be  out  by  the 
end  of  1989.  Then  the  date  slipped  tc 
spring.  In  recent  weeks,  sources 
close  to  the  company  say,  Apple  has 
diverted  developers  to  new  Ma( 
hardware  projects  to  revive  U.  S 
sales.  Independent  software  develop 
ers  say  they  don't  expect  System 
to  appear  before  late  summer. 

Until  System  7  pushes  the  Ma( 
technology  ahead,  Apple  is  likely  tc 
concentrate  on  marketing.  Its  recen 
advertising  hasn't  spelled  out  the  ad 
vantages  the  Mac  retains  over  PCs 
in  particular,  a  consistent  set  of  soft 
ware  applications  that  work  in  a  sins 
ilar  fashion.  Instead,  Apple  ads  hav 
stressed  intangibles  such  as  creati\ 
ity.  "Apple  lost  a  tremendous  oppoi 
tunity,"  says  Edward  M.  Esbe^ 
chairman  of  software  maker  Ashtor 
Tate.  "If  it  had  marketed  its  ms 
chines  to  take  advantage  of  the  ted 
nology  gap,  it  could  have  seriousl 
eroded  IBM's  market  share.' 

So  Apple's  market  share  is  nc 
growing,  and  Apple  is  in  danger  ( 
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busiest  computer  sales  reps  around, 


Peter  Allen,  Rochester,  NY 
(not  pictured) 


Debbie  Evans,  Kansas  City,  MO 
(not  pictured) 


Derek  Fuller  Los  Angeles,  CA 
(not  pictured) 
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United  States.  And  to  help  ensure  your 
Local  Area  Network  is  completed  on  time 
and  on  budget,  they'll  work  with  you  from 
planning  through  installation. 

Let  our  sales  reps  show  you  the  advan- 
tages of  the  IBM®  Personal  System/2® 
Model  55SX.  It  gives  you  the  power  of  a  386  machine  with  VGA 
graphics  and  multiple  task  capability.  The  IBM  Proprinter"  II 
provides  you  with  near  letter  quality. 

To  meet  the  Sears  Business  Centers  rep  in  your  area,  call 
1-800-876-0088,  ext.  210. 


Ask  about  our  special  ofjeron  a 
Proprinter"  II  or  111  series  printer 
with  the  purchase  ojan  IBM 
PS/2  Maid55SX/30MB.' 
Offer  expires  3 -90^ 


Authorized 
Psf^onaJ 
Computer 
Dealer 


BUSINESS  CENTERS 


•Applicable  to  purchase  at  time  of  sale  only 

IBM.  Personal  System/2  and  PS/2  are  registered  trademarks  and  Proorinter  is  a  trademark  of  International  Busmess  Macfiines  Corporation 


losing  key  software  developers,  whose 
packages  are  needed  to  sell  Macs.  Soft- 
ware companies — including  Apple's  own 
Claris  subsidian,-— have  been  urging  Ap- 
ple to  increase  its  market  share  by  pro- 
ducing low-cost  hardware.  But  the  top. 
guns — Loren,  Gassee,  Sculley,  and  Spin-f 
dler — all  pushed  high-priced,  powerful! 
Macs  that  would  deliver  the  most  prof-, 
its.  The  cheap-Mac  forces  include  soft-^ 
ware  developers,  dealers,  and  a  largeii 
contingent  within  Apple — primarily  from 
the  education  marketing  group. 

Although  Sculley  has  apparently  re- 
lented on  the  low-cost  Mac  strates-y. 
may  be  too  late  to  do  much  gO"  : 
market  is  slowing,  and  developer.- 
angry.  "Apple  has  been  just  plaii 
greedy,"  says  one  developer  with  closd 
ties  to  the  company.  "I  don't  know  ona^ 
Mac  developer  that  isn't  developing  foi| 
Windows  now."  j 

Apple's  future  lies  beyond  the  Maci 
Sculley  contends  that  the  basic  Mac  del 
sign,  upgraded  with  System  7,  will  re! 

im 

A  strateg}'  for  low-cost  Macs| 

may  be  too  late  to  help. 
The  market  is  slowing,  and 

'^[ 
n 


the  developers  are  angr\^ 


main  competitive  through  the  1990s.  B 
industry-watchers  say  that  the  compa 
is  also  working  on  a  totally  new  desigj 
using  RISC  technology- — perhaps  for  t 
mid-1990s.  He's  also  pumping  part 
Apple's  S500  million  R&D  budget  into  thS'^H' 
Advanced  Technology  Group  (ATCpg? 
which  is  working  on  concepts  for  A; 
pie's  21st  centur\"  computers.  Larry  (Bit.yy< 
Tesler,  vice-president  in  charge  of  •■^Tt:;'i^ 
came  from  Xerox  Corp.'s  Palo  AlM  ;':' 
(Calif.)  Research  Center,  the  computM;**'! 
think  tank  that  dreamed  up  many  of  t^^-W 
breakthroughs  that  became  part  of 
Mac.  Says  Tesler:  "We  paint  visions 
how  things  could  be."  But  he's  not  i"ea(_,, 
to  discuss  what  the  Mac's  descendant I 
will  look  like.  Some  hints:  atg  enginee] 
are  focusing  on  speech-recognition,  ai 
mated  graphics,  and  \ideo  technology. 
For  now,  it's  up  to  Spindler  to  revi 
Apple's  momentum.  "Apple  has  pheno: 
enal  people,"  says  one  former  executi\l-  -'Oi 
"But  they  have  to  have  the  right  lead(| itj 
ship."  For  all  his  self-assurance,  evj 
Sculley  regards  the  task  as  daunting, 
don't  think  there  are  many  harder  } 
right  now,"  he  says.  "Gorbachev's  per^ 
troika,  or  mayor  of  New  York,  may 

By  Richard  Brandt  in  Cupertino,  Ca, 
uitk  Thane  Peterson  in  Paris  and  Deic 
A.  Depke  in  Xew  York 
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MARCUS  AND  BLANK  DISH  UP  DOWN-HOME  SERVICE  IN  THEIR  SUPERSTORES 


WILL  HOME  DEPOT  BE 

'THE  WAL-MART  OF  THE  '90s'? 


The  fast-growiiig  fix-it  chain  is  chewing  up  competitors 


lome  Depot  Inc.  has  a  problem 
with  its  new  store  in  East  Mead- 
low,  N.  Y.  Business  is  so  brisk  at 
the  four-month-old  outlet  that  its  740-car 
parking  lot  fills  up  on  weekends,  making 
it  tough  for  customers  to  get  in. 

Plenty  of  retailers  would  like  to  have 
Home  Depot's  parking  problem,  as  well 
as  its  record  of  rapid  expansion  and 
growing  profits  in  the  business  of  do-it- 
yourself  home  repair.  In  10  years.  Chair- 
man Bernard  Marcus  and  President  Ar- 
thur M.  Blank  have  built  their  Atlanta- 
based  company  into  a  $2.8  billion  chain 
of  118  stores,  most  of  them  in  the  Sun- 
belt (chart).  In  1989.  Home  Depot  passed 
North  Carolina's  Lowe's  Cos.  to  become 
the  largest  home-repair  chain  in  the 
country.  But  that's  not  enough  for  Mar- 
cus and  Blank.  Their  goal  is  to  go  na- 
tional, with  SIO  billion  in  sales  from 
more  than  350  locations  by  1995. 
LIGHTS  AND  LUMBER.  Pushing  into  the 
Northeast  is  a  key  part  of  the  plan. 
Home  Depot  will  have  seven  stores  oper- 
ating in  the  New  York  area  by  April, 
and  an  additional  66  stores  are  slated  to 
open  from  Massachusetts  to  New  Jersey 
by  1995.  On  the  West  Coast,  Home  De- 
pot will  be  moving  up  from  California  to 


Washington  State.  "This  is  going  to  be 
the  Wal-Mart  of  the  '90s"  in  terms  of 
explosive  sales  growth,  asserts  Bo  Chea- 
dle,  senior  retailing  analyst  at  Montgom- 
ery Securities  Inc.  in  San  Francisco. 

Each  Home  Depot  store  stocks  some 
30.000  separate  items  of  lumber,  tools, 
lighting,  and  plumbing  supplies,  and  its 
prices  are  30'f  below  the  going  rate  of 
traditional  hardware  stores.  Some  rival 
stores  in  the  Northeast  may  be  as  well- 
stocked  as  a  Home  Depot.  But  analysts 
say  the  existing  chains  in  the  region  will 
have  to  cut  prices  if  they  plan  to  com- 
pete head-on  with  Home  Depot  locations. 

Another  advantage   

the  chain  has  is  it- 
sales  staff,  which  i- 
known  for  giving  goi  i'  i 
advice.  Says  Marcus: 
"We're  bringing  peo- 
ple the  service  person- 
ality of  a  neighbor- 
hood hardware  store 
in  a  100,000-square- 
foot  location."  Consul- 
tants say  no  other 
company  in  the  indus- 
try comes  close  to 
Home  Depot  in  hiring 


FAST  GROWTH, 
BIG  PROFITS 


120 


100 


too 

80 

60 

40 

20 

85  86    87    88  89 

0 

A  NUMBER  OF  STOKES 


aak  COMPANY  lif  rotlS,  M0NTG0MEI!V  SECURfOES  IHC 


and  keeping  employees  who  can  hold  th 
hands  of  novice  repairers.  Manager 
comb  job  applications  to  find  worker 
with  experience  in  the  building  tradei 
Then  they  make  them  pass  a  drug  tes 
'  Before  Home  Depot  opens  a  new  ston 
nearly  every  new  worker  gets  fot 
weeks  of  training.  The  training  cost 
alone  can  run  up  to  .$400,000  per  store 
Rank-and-file  employees  are  generou: 
ly  paid  by  retailing  standards — from 
to  $11  an  hour.  But  there's  no  sales  con 
mission  because  Marcus  wants  to  mak 
sure  that  if  a  75(^  washer  will  suffice,  tl 
staff  won't  be  tempted  to  push  a  moi 
expensive  part.  To  keep  morale  higl 
Marcus  insists  that  managers  stay 
the  lookout  for  workers  who  can  be  pr( 
moted  to  running  stores.  Once  they  b 
come  assistant  managers,  employees  ai 
eligible  for  lucrative  stock  options. 

Marcus  thinks  the  Northeast  is  read 
for  Home  Depot,  in  part  because  th 
area  has  millions  of  aging  suburba 
houses  and  apartments  that  need  wor 
And  the  competitive  situation  has 
ready  been  altered  by  Home  Depot's  ii 
vasion.  In  the  past  year,  Mr.  Goodbuj 
Corp.,  a  Philadelphia-based  chain,  hi 
shuttered  two  Long  Island  stores  and 
third  in  New  Jersey,  citing  the  addc 
competition  from  Home  Depot.  Chann^ 
Home  Centers  Inc.  in  Whippany,  N 
has  scaled  back  on  Long  Island,  whi' 
Hechinger  Co.  in  Landover,  Md.,  has  d 
cided  against  opening  a  Long  Islan 
stoi'e  it  already  built.  Supermai'kets  Gei 
ei'al  Corp.'s  Rickel  Home  Center  chain 
losing  money  and  trying  a  format  th; 
may  move  it  to  home  decorating. 
STAYING  POWER.  One  rival  vowing  1 
fight  back  is  Per-gament  Home  Center 
Inc.  in  Melville,  N.  Y.  A  number  of  Pe 
gament  stoi-es  are  much  smaller  tha 
Home  Depot's  giants  and  emphasis 
hardwai-e  and  paint.  But  the  newest  ar 
just  as  lar-ge  as  a  Home  Depot.  Perg 
ment  President  Michael  H.  Lurie  clain 
Home  Depot's  ser-vice  reputation  is 
ready  suffering  on  Long  Island  becauJ 
of  troubles  keeping  workers,  a  charj 
Marcus  denies.  Home  Depot  advertise 

 last  year  that  Perg 

ment's  prices  are  hig^ 
er.  prompting  a  \a^ 
suit  fr-om  Pergamen 
Both  companies  co 
firm  they  are  holdir 
settlement  talks 
which  neither  sic 
would  pay  any  dar 
ages.  In  any  even 
Lurie  insists,  his  3 
store  chain  hi 
enough  market  cloi 
to  repel  Home  Depc 
"We  view  them  ? 
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nothing  more  than  a  fancy  lumberyard," 
remarks  Lurie. 

Besides  squaring  off  against  Perga- 
ment  around  New  York,  Home  Depot 
will  be  taking  on  Hechinger's  in  the  Bos- 
ton area.  But  Pergament  is  laboring  un- 
der a  heavy  loan  burden  from  a  recent 
leveraged  buyout,  while  Home  Depot's 
low-interest  debt  is  only  21%  of  capital. 
And  Hechinger's  same-store  sales  have 
been  flat,  while  Home  Depot's  have  been 
growing  at  IS7<'  a  year,  providing  it  with 
strong  cash  flow  to  fund  expansion. 

Marcus,  Blank,  and  Chief  Financial 
Officer  Ronald  M.  Brill  get  the  credit  for 
building  Home  Depot's  strength.  All 
three  were  fired  from  their  top  posts  at 
the  Handy  Dan  chain  in  1978,  after  a 
long-running  feud  about  control  with 
Sanford  Sigoloff,  then  chairman  of  par- 
ent Daylin  Inc.  The  trio  decided  to  open 
a  business  and  do  things  their  way. 
Their  overriding  rule  was  to  avoid  bu- 
reaucracy. Even  today,  Marcus,  61, 
Blank,  47,  and  Brill,  46,  participate  in  the 
training  of  every  store  manager  and  as- 
sistant manager.  Store  managers  have 
plenty  of  latitude  in  picking  merchan- 
dise, and  they  have  direct  access  to  the 
top  brass.  Says  Blank:  "We've  created 
misfits  who  can't  work  for  anyone  else." 
PEP  TALKS.  Another  strong  point  for 
Home  Depot  is  its  policy  of  everyday 
low  prices,  adopted  in  1987.  By  giving  up 
weekly  sales  promotions,  the  company 
minimizes  advertising  spending.  In  1989, 
ad  expenses  were  just  1.57'  of  sales, 
down  from  3.2%  in  1985.  And  Home  De- 
pot's TV  ads  usually  stress  its  service 
image,  not  its  prices.  Customers  get  the 
nitty-gritty  on  prices  in  60-page  catalogs 
mailed  monthly. 

Home  Depot  estimates  1989  earnings 
were  a  record  $112  million,  up  46%  from 
1988.  But  the  stock  at  a  recent  41%  is 
trading  at  30  times  earnings,  more  than 
double  the  Standard  &  Poor's  500-stock 
index  price-earnings  ratio  of  14.  That 
could  mean  trouble  if  there  is  any  slow- 
down in  earnings  growth  while  the  com- 
pany is  attempting  to  boost  its  store 
count  by  25%  a  year.  And  its  recent  push 
into  such  areas  as  customized  kitchen 
design,  which  rely  on  affluent  customers 
to  thrive,  may  make  the  company  more 
vulnerable  to  regional  recessions. 

The  challenge  that  most  concerns 
Marcus  is  keeping  Home  Depot's  entre- 
preneurial culture  intact.  The  five-year 
growth  plan  calls  for  employment  to  tri- 
ple, to  60,000.  To  stay  in  touch  with  the 
troops,  Marcus  and  Blank  will  soon  have 
an  in-house,  two-way  TV  network  for 
broadcasting  pep  rallies  to  all  the  stores 
and  getting  instant  feedback  from  local 
managers.  With  or  without  the  studio, 
keeping  all  those  employees  motivated 
could  prove  a  lot  tougher  than  building 
new  parking  lots. 

By  Chuck  Hawkins  in  Atlanta 
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lOEWS  SEES  THE 
FUTURE.  AND  IT'S  OIL 


:,a3 
for  it 

lit  md! 
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The  Tisches,  canny  contrarians,  are  snapping  up  rigs 


Gas  lines,  tiny  cars,  and  thermo- 
stats set  at  55.  Just  bad  memo- 
ries, right?  Better  watch  out. 
Loews  Corp.,  the  $11  billion  conglomer- 
ate run  by  brothers  Laurence  A.  and 
Preston  R.  "Bob"  Tisch,  has  been  quiet- 
ly betting  on  a  little  deja  vu. 
Since  last  March,  the  company  has 


BUYING  IDW  AT  LOEWS 


Purchase 

Value 

Value 

date 

then 

now 

CNA  FINANCIAl 

1974-79 

$376  million 

$3.9  billion 

CBS 

1985-86 

$740  million 

$1.1  billion 

OIL  TANKERS 

1983-86 

$42  million 

$300  million 

OIL  RIGS 

1989 

$75  million 

$100  million 

DATA:  COMPANY  REPORTS,  BW  ESTIMATES 


spent  a  total  of  $75  million  to  buy  10 
fixed  and  floating  oil  rigs,  as  well  as  a 
Houston  drilling  company.  Diamond  M 
Offshore  Inc.  And  in  January,  1990, 
Loews  put  in  a  bid  for  Penrod  Drilling 
Corp.,  a  private  Dallas  concern  held  by 
the  Hunt  brothers  and  their  creditors.  If 
it  wins  the  fiercely  contested  battle  for 
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Penrod,  which  owns  39  rigs,  Loews  w 
become  one  of  the  world's  largest  o  iit«u[* 
shore  contract  drillers. 

That's  reason  to  sit  up  and  pay  attAiscoe 
tion.  Loews  has  demonstrated  an  unca 
ny  ability  to  acquire  undervalued  a  )■.  li 
unloved  assets  and  watch  them  appre 
ate.  When  the  shipping  industry  w 

foundering  back  in  19J  insiiii 
for  example,  Loev 
bought  seven  oil  tanke 
for  $42  million,  rough 
their  value  as  scrap  m< 
al.  After  charterii 
them  for  a  couple 
years,  Loews  sold  oAm  ti 
tanker  for  $15  milliopWes.  i 
and  a  half-share  in 
remaining  six  last  Jan  i,  the 
ary  to  Hellespont  Shi  jjits 
ping  Corp.  in  London  f 
$154  million. 
ENERGY    ALERT.  No\ 

with  concerns  about  ( 
returning  to  the  fro: 
page  and  natural 
surpluses  evaporatinfcy 
the  company  is  lookii 
for  similar  opportunitic  iBoM 
in  the  oil  patch.  "It's  o 
vious  we  have  a  maj^ 
energy  crisis  looming 
says  James  S.  Tisch,  tl 
37-year-old  Loews  exec 
five  vice-president  wl 
helped  conceive  and  n 
gotiate  the  rig  and  tan 
er  purchases.  James,  tl 
second-youngest  son 
Larry  Tisch,  is  a  13-ye 
Loews  veteran  and  tl 
family's  self-made  oil  e 
pert.  He  also  overse( 
the  company's  combint 
$24  billion  investme 
portfolios,  while  uncle  Bob,  Loews'  pre 
ident,  handles  day-to-day  operations. 

Ships  and  rigs  are  but  a  fraction 
the  company's  overall  holdings.  But  tl 
foray  into  energy  services  is  in  keepin 
with  its  overall  business  strategy.  Loew 
is  a  consistent  contrarian  that's  willin 
to  wait  for  profits.  In  1968,  while  th 
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geon  General  was  beginning  to  warn 
ericans  about  the  hazards  of  smok- 

Loews  paid  $450  million  for  Loril- 
I  Inc.,  a  200-year-old  tobacco  company 
wn  for  its  Newport  and  Kent  brands, 
years  later,  Loews  bought  83%  of  a 
rly  bankrupt  insurance  company 
3d  CNA  Financial  Corp.  Loews  inject- 
$50  million  into  CNA,  brought  in  a 
'  manager,  then  sat  back  and  waited, 
oday,  both  CNA  and  Lorillard  are 
fit  machines  in  often  problematic  in- 
tries.  CNA,  a  diversified  player  in 
Derty-and-casualty  insurance,  has  in- 
ised  market  share  by  almost  50% 
f  the  past  five  years.  Last  year,  the 
ipany  posted  record  earnings  of 
5.5  million.  The  diversity  of  cna's  in- 
ince  operations  helped  offset  the  im- 
t  of  Hurricane  Hugo  and  the  San 
ncisco  earthquake, 
nd  in  a  tobacco  industry  beset  by 
ation,  declining  consumption,  and  a 
wing  antismoking  movement,  Loril- 
.  profits  held  steady  at  $354  million, 
dit  rising  prices  as  well  as  the  compa- 
;  refusal  to  sell  off-price  brands.  All 
,  Loews  earned  $907  million  on  reve- 
s  of  $11.4  billion  last  year.  Its  small- 
nterests  include  Loews  Hotels,  Bu- 
L  watches,  and  its  most  prominent 
ling,  a  24.8%  stake  in  CBS. 
LING  TO  WAIT.  Loews  occasionally 
nbles,  of  course.  It  has  a  big  paper 
1  in  CBS  Inc.  stock.  But  under  Larry 
!h,  the  network  was  criticized  for 
ing  its  record  and  publishing  units 
less  than  they  might  have  brought. 

network  remains  last  in  the  rank- 
;  with  its  two  major  competitors,  and 
operating  margins  have  tumbled  53% 
e  Tisch  took  charge  four  years  ago. 
lOugh  CBS  stock  has  been  boosted  pe- 
lically  by  sale  rumors,  its  price  has 
pped  18%  from  its  peak  last  year, 
i  Bob  Tisch  concedes  the  timing  was 

when  the  company  sold  its  flagship 
iter  division  in  1985.  "We  thought 
;s  would  be  a  bigger  factor,"  he  ex- 
ns. 

lore  typically,  though,  the  Loews 
itegy  has  paid  off  for  shareholders — 
uding  the  Tisch  family  itself,  which 
is  one-quarter  of  the  stock.  Return 
equity  has  averaged  20%  over  the 
t  decade,  while  the  share  price  has 
:n  over  1,200%'.  Recently,  tobacco  liti- 
ion  fears  sent  the  stock  plunging  22% 
HQ  its  October  high,  and  this  year's 
nings  were  a  hair  below  last  year's, 
ich  were  swelled  by  gains  from  the 
i  of  assets  such  as  CBS  Records, 
'or  investors,  the  ride  can  get  a  little 
npy.  "If  you're  trying  to  buy  consis- 
t  quarter-to-quarter  performance, 
I've  got  the  wrong  company,"  says 
'tt  Black,  president  of  Delphi  Manage- 
nt  Inc.,  a  Boston-based  institutional 
ney  manager. 

.like  any  good  conglomerateurs,  the 


Tisches  keep  corporate  overhead  down. 
The  company  operates  with  75  employ- 
ees out  of  modest  midtown  Manhattan 
headquarters.  It  publishes  only  black- 
and-white  photographs  in  its  annual  re- 
port. But  even  though  the  company 
keeps  a  tight  rein  on  costs,  the  Tisches 
aren't  shy  about  spending  money  where 
they  see  potential.  "Most  of  my  competi- 
tors must  think  I  sold  my  soul  to  the 
devil,"  says  Robert  E.  Rose,  president  of 
Diamond  M,  Loews'  drilling  unit.  "But 
I've  got  a  multibillion-dollar  corporation 
behind  me  that  has  been  totally  support- 
ive of  our  efforts." 

Rose  says  that  Loews  recently  gave 
him  the  go-ahead  to  place  a  bid  on  a  $25 
million  rig  after  one  15-minute  phone 
call.  And  Loews  agreed  to  give  the  com- 
pany $22  million  to  upgrade  its  existing 
equipment. 

Loews  may  have  big  plans  for  the 
Gulf  of  Mexico — but  it  already  has  big 
competition,  too.  According  to  Offshore 
Data  Services  Inc.,  the  number  of  oper- 
ating rigs  has  increased  33/^,  to  148  out 
of  216  rigs  in  the  Gulf.  As  a  result,  the 
bidding  for  Penrod  is  intense,  with 
Loews  competing  against  Houston-based 


Loews  is  a  novice  in  the  oil 
patch,  but  its  competitors 
are  highly  leveraged  and 
still  posting  losses 


Energy  Service  Co.,  which  already  owns 
147'  of  Penrod's  equity,  and  Arcade 
Shipping,  a  Norwegian  company.  With 
only  eight  rigs  in  the  Gulf,  Loews  is  a 
novice  in  the  oil  patch — but  that  could  be 
an  advantage. 

The  company  has  little  debt,  strong 
earnings,  and  approximately  $1.75  billion 
in  cash  to  burn.  By  contrast,  top  oil-field 
services  companies  such  as  Global  Ma- 
rine Inc.  and  Reading  &  Bates  Corp.  are 
highly  leveraged  and  still  posting  losses. 

Most  Gulf  rigs  are  still  barely  break- 
ing even,  but  Loews'  early  purchases 
already  look  prescient.  "Their  timing 
was  excellent,"  says  Suzanne  L.  Cook, 
an  oil  field  service  analyst  with  Merrill 
Lynch  Capital  Markets  in  Dallas.  The 
average  daily  contract  rate  is  $11,000  to 
$18,000,  well  below  the  high  of  $40,000 
to  $50,000  back  in  1982— but  up  about 
40%  from  a  year  ago.  With  rigs  them- 
selves now  worth  20%  to  30%  more  than 
a  year  ago,  Loews  spent  $1  million  to 
ship  a  rig  from  Chile,  and  is  searching 
worldwide  for  more.  So  whether  or  not 
the  company  wins  the  Penrod  bidding, 
Loews  can  sit  back  and  wait  for  deja  vu 
all  over  again. 

By  Bruce  Hager  in  New  York 
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Beverly  Hills,  CA 

Saint  Louis,  MO 

UZmiitage 

Hotel  Md/estir 

Los  Angeles,  CA 

San  Antonio,  TX 

Bel  kge 

The  Fairmount 

San  Francisco,  CA 

Houston,  TX 

The  Hunlington 

The  Lancaster 

The  Sherman  House 

New  Orleans,  LA 

Carmel,  CA 

Maison  de  Ville 

The  Highlands  Inn 

Boston,  MA 

Napa  Valley,  CA 

Boston  Harbor  Hotel 

Meadowood  Resort 

Auberge  du  Soleil 

New  York,  NY 

The  Lowell 

Del  Mar,  CA 

Inn  L'Auberge  Del  Mar 

Washington,  DC 

Rancho  Santa  Fe,  CA 

The  \efferson 

\ohn  Gardiner's 

Coconut  Grove,  f  L 

Rancho  \/alencia 

Mayfair  House 

Santa  Barbara,  CA 

Florida  Keys 

San  \sidro  Ranch 

Little  Palm  Island 

Sedona,  AZ 

Cheeca  Lodge 

Enchantment 

Vevey,  Swit^erland 

Vail  Valley,  CO 

Le  Mirador 

The  Lodge  at  Cordillera 

Paris,  France 

Denver.  CO 

Hotel  Balzac 

The  Burnsley 

Mexico 

Minneapolis,  MN 

Villas  Quinta  Real 

The  Whitney 

Quinta  Real  Guadalajara 

For  a  com|ilimentar7  directory  write 
SMALL  LUXURY  HOTELS  &  RESORTS 

337  S  Robertscin  Blvd  ,  tt  202  Beverly  Hills,  CA  91)21  I 


Reservations:  (800)  345-3457 
Airline  Access  Code:  LX 
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WHY  BEECH  IS  FLOATING 

ON  CLOUD  9  

A  huge  Army  contract  gives  it  a  shot  at  the  business-jet  market 


oments  after 
.Beech  Aircraft 
i  Corp.  won  the 
bif>"fjest  defense  con- 
tract in  general-aviation 
history  on  Feb.  21,  mar- 
Iveting  head  Charles  W. 
Dieker  rushed  from  the 
celebration  in  Chief  E.\- 
ecutive  Max  E.  Bleck's 
office.  He  wanted  to  tel- 
e.\  his  outside  distribu- 
tors as  soon  as  possible 
the  best  news  at  Beech  in  years. 

The  impact  was  swift.  On  hearing  that 
the  U.  S.  Air  Force  had  chosen  Beech  to 
supply  as  many  as  211  training  jets  for 
its  Tanker  Transport  Training  System, 
distributors  began  dialing  prospects. 


GAINING  ALTITUDE 


B£ECH'S  .// 
PRETAX  PROFITS       ^  / 

REVENUES  1 
S91 5  million! 

£\  REVENUES 

▲  MILLIONS  OF  DOLL^IRS 
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Within  two  weeks, 
Beech  had  new  orders 
for  29  jets,  20  of  them 
with  deposits.  Beech  de- 
livered just  10  of  its 
Beechjets  last  year. 

The  Air  Force  deal 
couldn't  have  come  at  a 
better  time.  Not  only 
did  it  mean  a  possible 
$1  billion  in  added  reve- 
nue from  the  Air  Force 
over  the  next  seven 
years  but  it  also  pumped  up  Beech's  ef- 
fort to  push  into  the  market  for  small 
business  jets  dominated  by  Cessna  Air- 
craft Co.  and  Learjet  Corp.  "Winning 
this  contract  gives  the  airplane  visibili- 
ty," says  CEO  Bleck.  Concedes  a  Learjet 


official:  "Other  countries  have  a  tend«- 
cy  to  look  at  what  the  U.  S.  miliuy 
buys.  There'll  be  some  rub-off."  Ab(.t 
half  of  the  new  orders  came  from  f;- 
eign  buyers. 

Those  sales  are  essential  for  Beech 
unit  of  Raytheon  Co.,  Beech  has  o 
just  recovered  from  a  disastrous  dec; 
in  the  general-aviation  industry, 
losses  in  1985  and  1987  have  been 
placed  by  two  straight  years  of  pro 
(chart).  But  because  it  had  long  cone 
trated  on  turbocharged  propeller  pla: 
such  as  its  popular  King  Air,  Bei 
lacks  clout  in  the  business-jet  marke 
'DISAPPOINTMENT.'  Beech  didn't  e 
make  a  jet  until  1986  when  it  introdu^ 
the  Beechjet.  Its  focus  had  been  on 
Starship  turboprop,  which  was  suppo: 
to  hit  the  market  that  same  year, 
design  and  certification  problems  h 
delayed  delivery  until  this  month.  Me; 
time.  Beech  has  lost  20  orders,  and 
project's  $300  million  budget  has  pine 
earnings.  Partly  because  of  Stars 
Beech's  $44  million  pretax  profit 
year  was  about  one-third  198rs  on 
same  level  of  sales.  "I'm  sure  the  S 
ship  is  a  disappointment  for  Raytheo 
says  analyst  George  J.  Podrasky  at 
ings  firm  Duff  &  Phelps  Inc. 
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^'Yeah,  I'd  say  my  future  here 
looks  great.  They  like  my  work, 
I  got  a  promotion, 
Vve  got  great  benefits. . 


''But  let's  face  it: 
Jobs  don't  come  with  a 
lifetime  guarantee  anymore! 


rhe  Beechjet  is  getting  a 
irmer  reception.  Originally 
signed  as  the  Diamond  by 
tsubishi  Heavy  Industries 
1,  it  didn't  catch  on  in  the 
S.  market.  In  1985,  Beech 
reed  to  assemble  and  mar- 
t  it,  changing  the  jet's  inte- 
r  to  appeal  to  U.  S.  execu- 
es.  It  increased  th«  galley 
e,  installed  roomier  seats, 
i  replaced  curtains  around 
i  toilet  with  walls.  In  1988, 
ech  acquired  rights  to  the 
ine  outside  Japan  and 
ived  production  to  the  U.  S. 
But  cracking  the  market 
3  been  tough.  According  to 
;  General  Aviation  Manu- 
iturers  Assn.,  Beech  sold 
ly  62  Beechjets  from  1986 
1989,  while  Learjet  sold  84. 
ssna  sold  82  jets  just  last 
ir,  vs.  61  in  1986. 
TBACK  TARGET?  That  record  gave 
ssna  the  edge  to  win  the  Air  Force 
npetition — a  bid  to  supply  an  entire 
rht  training  system,  including  planes, 
jund-based  flight  simulators,  and  soft- 
re.  Three  teams  were  in  contention, 
ssna  bid  with  its  parent.  General  Dy- 
mics,  and  CAE-Link,  while  Learjet 
nt  with  Flight  Safety  International 


CEO  BLECK:  A  SURPRISE  VICTORY  OVER  CESSNA  AND  LEARJET 


and  Allied  Signal.  It  was  a  surprise 
when  Beech,  McDonnell  Douglas,  and 
Quintron  prevailed.  The  Air  Force  won't 
discuss  its  decision. 

Given  the  current  fight  over  the  size 
of  the  defense  budget,  the  program 
could  get  cut  back.  But  since  training 
pilots  is  essential,  "the  odds  are  pretty 
good"  the  contract  will  be  fully  funded, 


says  analyst  Wolfgang  H. 
Demisch  of  CBS  Securities  Inc. 
To  gear  up,  Beech  plans  to 
double  Beechjet  production 
facilities  in  Kansas  and  hire 
500  new  employees. 

Profits  from  the  contract 
could  total  $100  million,  ana- 
lysts think.  That  would  be  a 
boon  for  Raytheon.  While 
Beech  makes  up  only  about 
107<  of  Raytheon's  $8.8  billion 
in  sales,  the  unit  has  long  at- 
tracted more  than  its  share  of 
criticism.  Raytheon  traded 
about  $800  million  in  stock  for 
Beech  in  1980,  just  before  the 
the  general-aviation  market 
i-rashed.  Despite  recent  im- 
iirovement,  "Beech  has  not 
generated  adequate  returns," 
says  analyst  Lawrence  Har- 
ris, of  Bateman,  Eichler,  Hill 

  Richards  in  Los  Angeles. 

Harris,  however,  thinks  Beech  is  well- 
positioned  for  the  future.  Does  that  give 
Raytheon  the  last  laugh  on  its  airplane 
investment?  "We're  not  laughing,"  says 
a  cautious  Thomas  L.  Phillips,  Raytheon 
chairman.  Given  the  bumpy  nature  ,  of 
the  general-aviation  industry,  he's  proba- 
bly smart  to  stick  with  a  smile. 

B)j  Saudra  D.  Atchiso)>  in  Wichita 


Life  Insurance  For  Living^ 
from  Northwestern  Mutual  Life. 
The  Quiet  Company... that's 
ranked  first  in  dividend  perfor- 
mance more  times  than  any  other 
company  over  the  last  50  years. 


TIMES  RANKED  #1  LAST  50  YEARS 
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Mutual  Life 
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Sour,  r  All  NML  study  .  it  .iO-yi-Jr  inti-r<-,l-,i(l|iislr(l  ( iist  hisli  .ni-. 
tor  tomfwr.ihli- ordinary  lite  polities  <is  fjuljlishcd  by  Fllt(  r.)tt  Conipcnfl 
,ind  fir  st  s  rlitr  r.itt  (  tmpcnd  for  ihr-  ytMrs  144()-l")«y  Dividends  .ire 
nr  .t  .111  estim.ite  i >r  su.ir.inlee ot  tuturi'  results  ©  I'WO  The  Nortlivvi-stern 
Mulii.il  I  ite  Insur.inr  e  Co  ,  Milw.iukee,  Wl 
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TELEVISION 


DECHERD:  A  HISTORY  OF  BOLD  MOVES,  TOUGH  BATTLES— AND  STRAIN  ON  THE  BOTTOM  LINE 


BELO  IS  GOING  HOLLYWOOD— 
BUT  FIRST  IT'S  GOING  TO  COURT 


A  pact  to  biing  liit  comics  to  TV  may  be  stalled  by  a  rival's  suit 


R 


kobert  W.  Decherd  is  one  gutsy 
guy.  In  the  past  decade,  the  CEO 
of  A.  H.  Belo  Corp.  not  only 
wrested  control  of  the  Dallas  media  com- 
pany from  some  of  his  relatives  but  also 
snapped  up  six  television  stations  in  a 
highly  leveraged  deal.  He  poured  money 
into  the  stations  and  the  company^s  Dal- 
las Morning  Xeics.  even  after  the  oil 
patch — and  the  paper's  advertising — 
dried  up.  And  now.  just  as  the  Texas 
economy,  and  Belo's  profits,  have 
bounced  back,  Decherd  is  moving  ag- 
gressively on  another  front.  A.  H.  Belo 
is  going  Hollywood. 

Soon,  Belo  and  Universal  Press  Syndi- 
cate are  expected  to  announce  a  joint 
television  deal  to  produce  an  animated 
special.  Las-  summer,  Decherd.  38, 
formed  a  joini  venture  with  Universal  to 
create  prog)an).>  using  the  company's 
syndicated  nev.r  paper  features  and  com- 
ics, which  incliuii  such  popular  strips  as 
Belo  already  produces 
.  called  Mr.  Pepper- 
:  I    stations  across  the 


Cathy  and  Zigyi 
a  children's  sh^ 
yyiiyit  that  airs  oi  i'-- 
country. 

But  this  is  on- 
could  backfire.  Wh- 
agreed  on  a  produ 
moved  its  26  feati 
Dallas  Times  Herak 


'echerd  move  that 
Belo  and  Universal 
ion  deal.  Universal 
s  from  archrival 
o  Belo's  Morning 


Xt'ics.  It  was  a  devastating  blow  to  the 
Times  Herald,  which  has  been  suffering 
a  steady  decline  in  readership.  Losing 
such  features  as  Dear  Abby  and 
Doonesbiiry  could  cost  it  even  more 
readers.  The  Times  Herald  immediately 
slapped  Belo  with  a  lawsuit  alleging  un- 
fair competition  and  interfei'ence  with  a 
contract — and  it's  seeking  S20  million  in 
damages  in  state  district  court.  Univer- 
sal contends  it  had  the  right  to  end  the 
contract.  The  trial  begins  on  Apr.  2. 
STRONG-ARMED?  Times  Herald  publish- 
er John  Buzzetta  further  claims  that 
Belo  violated  federal  rules  regarding 
cross-ownership  by  using  its  Dallas- 
based  broadcasting  arm  to  capture  fea- 
tures for  its  newspaper.  He's  asking  the 
Federal  Communica- 
tions Commission  to  re- 
voke the  license  of  Be- 
lo's WFAA-TV,  Dallas' 
top-ranked  station.  Says 
Buzzetta:  "I  just  can't 
compete  against  a  tele- 
vision station."  Belo  in- 
sists that  WF.-VA  had 
nothing  to  do  with  the 
joint  venture. 

Belo  may  be  in  trou- 
ble if  the  Times  Herald 
succeeds.  Decherd's  ex- 


TWO-PRONGED 
COMEBACK 


A.H.  BELO'S 
OPERATING  EARNINGS 


A  MILLIONS  OF  OOllAIS  EST. 
DATA.  OPPEHHEiMER  &  CO  COMPANY  REPORTS 


pansion  has  left  the  company  with  a  k 
of  debt — about  ^o.h'>  of  capitalization 
hefty  fine  could  threaten  its  turnarour 
(chart). 

Decherd  is  used  to  battling  for  wh; 
he  wants.  The  young  Harvard  gradual 
made  his  name  at  Belo  in  1974  by  spea 
heading  management's  successful  effo 
to  break  a  pi'essmen's  strike.  He  soc 
won  a  board  seat  and  then  engaged 
high-stakes  politics  to  grab  the  reir 
t'l'om  the  Dealey  clan,  the  branch  of  h 
family  that  had  ruled  Belo  for  foi 
generations. 

PULLING  AWAY.  Nowhere  has  Decherd 
mettle  been  tested  more  than  at  tl 
Morning  Neics.  In  1980,  the  paper  held 
slim  circulation  lead  over  the  Times  He 
aid.  then  owned  by  media  powerhou 
Times  Min-or  Co.  Breaking  with  tra( 
tion.  Decherd  hired  an  editor-in-chi( 
from  outside  the  Morning  News.  Bu 
Osborne,  former  managing  editor  of  A 
sociated  Press,  expanded  business  ar 
sports  coverage  and  opened  overseas  b 
reaus.  Despite  the  oil-patch  bust.  Be 
invested  $157  million  in  new  presses 
improve  print  quality. 

Meanwhile,  the  Herald  changed  ham 
twice  in  three  years  through  leverage 
buyouts.  Subsequent  cost-cutting  and  i: 
ternal  turmoil  led  to  losses  in  qualil 
and  readership.  Now.  the  Herald,  whk 
used  to  run  neck-and-neck  with  tl 
Morning  Xeics.  sells  some  220, 0( 
copies  daily,  compared  with  382,000  f( 
the  Morning  A'eivs.  The  margin  is  eve 
wider  on  Sundays. 

Decherd  used  the  same  strategy 
the  broadcasting  side.  He  poured  mon 
into  the  properties  despite  the  downt 
in  Belo's  fortunes.  Houston-based  KHO 
TV  v>-as  placing  fourth  in  many  ti 
slots,  so  he  began  buying  syndicated  hi 
such  as  the  Oprah  Winfrey  Show  a 
Wheel  of  Fortune.  And  he  expand 
news  coverage  by  spending  more  th 
$1  million  on  new  facilities.  Last  mont 
KHOU  was  rated  a  close  second. 

Laggards  six  years  ago,  Belo's  five  l 
stations  now  rank  near  the  top  in  the 
markets.  In  1989,  Belo's  net  income  r 
bounded  132' f.  to  .'523  million,  on  rev 
nues  of  S417  millio 
though  that's  still  fi 
from  its  1984  peak  i 
S54  million.  Says  Oppe 
heimer  &  Co.  media  a 
alyst  Dennis  McAlpin 
■'Decherd  has  got  tl 
company  ready  f( 
growth."  It  will  take 
Texas  court,  howeve  ^ 
to  determine  wheth 
cartoon  characters  w 
help  fuel  that  growth. 
Bi/  Kevin  Kelly  in  Dull 
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Pound  For  PDuiK^VhiFbr^, 
Lira  For  Lira,¥)u  CaritBeat  Our 
International  I>isoount 


Or  for  that  matter,  peso  for  peso,  or 
mark  for  mark. 

Because  only  AT&T  combines  big  inter- 
national savings  with  AT&T  quality. 

For  as  little  as  $5  per  month,  AT&T 
PRO™  WATS  lets  you  enjoy  a  10%  sav- 
ings on  direct- dialed  calls  to  47  countries* 
during  both  the  standard  and  discount 
time  periods.** 

*  Savings  also  apply  to  Iniersiate  direa  dialed  calls. 


Your  savings  can  rise  to  as  high  as  18% 
as  your  volume  of  calls  increases. 

And  your  calls  will  be  connected  with 
the  speed  and  clarity  AT&T  is  renowned  for. 

For  more  on  AT&T  PRO  WATS  and 
our  other  international  discount  plans,  call 
1  800  222-0400,  ext.  1276. 

Because  dollar  for  dollar,  you're  just  not 
going  to  find  a  better  deal. 

•♦Rate  structures  to  Canada  and  Mexico  vary 
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BANKRUPTCY  I 


IS  THERE  SWEET  REVENGE 
FOR  DEALS  THAT  GO  SOUR? 


An  ancient  legal  theory  may  be  a  new  nightmare  for  dealmakers 


Imagine  forcing  Bruce  Wasserstein  to 
give  back  tlie  $10  million  in  fees  he 
got  for  advising  Robert  Campeau  to 
buy  Federated  Department  Stores.  Or 
making  Donald  Trump  give  back  the  Taj 
Mahal  casino  he  got  in  a  sweet  deal 
from  Merv  Griffin.  Or  requiring  Drexel 
Burnham  Lambert  CEO  Frederick  H.  Jo- 
seph to  recoup  the  $200  million  in  cash 
bonuses  he  paid  employees  weeks  before 
the  firm's  collapse. 
That's  exactly  what  creditors  of  Cam- 


even  if  the  transactions  were  legal  and 
made  in  good  faith  when  they  occurred. 
And  events  that  took  place  as  long  as  six 
years  before  a  filing  can  be  challenged. 

Fraudulent-conveyance  suits  brought 
by  labor  unions  led  a  court-appointed  ex- 
aminer to  look  into  three  years  of  trans- 
actions between  Eastern  Air  Lines  Inc. 
and  its  parent.  Texas  Air  Corp.  On  Mar. 
I,  the  examiner  reported  that  he  had 
found  evidence  that  Texas  Air  illegally 
siphoned  off  Eastern  assets  worth  as 


that  the  transactions  forming  a  level  .  . 
aged  buyout  can  be  challenged  as  frau  '■  "\ 


ulent  conveyances  after  the  LBO  files  fi 
bankruptcy.  It's  too  early  to  tell  wl 
may  ultimately  be  liable  for  what  wht 
LBOs  go  belly-up.  But  lawyers  are  usii 
fraudulent  conveyance  as  a  threat, 
part,  it's  retribution,"  says  Robert 
Miller,  an  attorney  who  represents  cre(  . 
tors  in  busted  LBOs.  "Some  deals  shou 
never  have  been  done."  '-■'^ 
The  problem  with  leveraged  buyou 

iter 

•Jjt  CJ 


is  that  they  often  satisfy  the  law 
requirements.  To  take  a  company  p: 
vate,  executives  and  bankers  tj^^ical 
pile  on  debt  and  sell  off  assets.  The  se 
ing  shareholders  and  others  often  g 
rich,  but  the  company  can  end  up  cri 
pled.  So,  some  lawyers  argue,  inside 
and  others  engage  in  fraudulent  conve 
ances  when  they  strip  the  company 
mortgage  it  to  benefit  themselves.  Son 
also  say  that  shareholders  who  sell  o 
should  return  their  profits. 

Developed  fro 


COMPANIES  THAT  WENT  BUST: 
THREE  BIG  CASES 

Fraudulent-conveyance  law  has  its  roots  in  the 
16th  centun,  but  it  could  complicate  the  bank- 
ruptcies of  the  '90s,  and  cost  dealmakers  millions 

EASTERN  AIR  LINES 

A  court -appointed  examiner  finds  e\idence  that 
parent  Texas  Air  Corp.  illegally  drained  Eastern 
Air  Line's  assets  by  as  much  as  $480  million. 
Texas  Air  says  it  will  pay  back  $280  million 

RESORTS  INTERNATIONAL 

Unsecured  bondholders  with  some  $600  million 
in  claims  want  Donald  Trump  to  return  the  $150 
million-plus  he  collected  from  the  Resorts  sale, 
and  to  possibly  give  back  the  Taj  Mahal  casino 

KAISER  STEEL  CORP. 

Lawyers  for  the  reorganized  steel  company  sue 
some  400  defendants — including  Goldman 
Sachs,  Merrill  Lynch,  financier  Irwin  L.  Jacobs, 
and  shareholders — over  Kaiser's  1984  LBO. 
The  suit  argues  that  LBO  pa\-outs  were  fraudu- 
lent conveyances  and  seeks  over  $200  million 


::iB!l 


a  1571  English  stj 
ute,  fraudulent  cor-'^"'^ 
veyance  wasn't 
tended    to  cov*-' 
newfangled  LBO 
But  in  1986,  a  fef^fW 
eral  appeals  cou 
said  that  extendi: 
the  law  to  "certa 
leveraged  bu 
outs  is  n 


clearly 


courts 
agreed, 
final 


peau.  Resorts  International,  L)rexel,  and 
some  other  beleaguered  companies  hope 
to  do.  After  years  of  watching  deal- 
makers  anfi  their  advisers  rack  up  bil- 
lions in  prolils  and  fees,  creditors  want 
revenge.  And  they  may  get  it. 

Their  ammunition:  a  bankruptcy-law 
provision  from  Elizabethan  times  called 
fraudulent  conveyance.  Basically,  it  says 
that  if  a  debtor  who  later  goes  bankrupt 
hides  assets,  gives  away  property,  or 
takes  other  steps  that  hurt  the  company, 
the  recipients  of  those  assets  or  the  ben- 
eficiaries must  return  the  assets  or 
make  up  the  lost  value  to  creditors — 


much  as  $403  million  since  the  unit's  late 
1986  acquisition.  Texas  Air  quickly 
agreed  to  pay  $280  million  to  Eastern.  In 
late  February,  Drexel's  creditors  asked 
a  judge  to  name  an  examiner  to  collect 
information  on  bonuses  and  other  out- 
lays the  company  made  prior  to  its  Feb. 
13  bankruptcy  filing.  On  Mar.  6  they 
dropped  the  request  but  said  they  would 
seek  the  data  directly  from  Drexel. 

For  decades,  fraudulent-conveyance 
provisions  were  used  quietly  by  credi- 
tors in  ordinary  bankruptcies.  But  in  re- 
cent years,  they  have  become  quite  the 
legal  rage.  Some  courts  have  even  ruled 


public  po 
'  Differs: 
have  sin 
though 
preceden 
have  been  forme( 
Preliminary  n 
ings  suggest  th 
courts  may  cast 
wide  net.  In  N 
vember,  1988,  pu 
lie  shareholders 
Wieboldt  Stor 
Inc.  convinced 
federal  judge  in 
linois  that  they  didn't  belong  in  a  frau 
ulent-conveyance  suit  because  they  te 
dered  shares  in  response  to  the 
million  buyout  of  the  former  retail  chai 
But  those  still  left  as  targets  of  the  si 
include  former  directors,  shareholde 
with  close  ties  to  the  former  chairma 
and  accountants  Laventhol  &  Horwat 
The  secured  lenders  settled  for  some  $ 
million,  but  unsecured  claims  of  $50  w 
lion-plus  remain  in  litigation. 

That  decision  not  to  throw  the  enti 
case  out  has  encouraged  other  disgru 
tied  creditors.  On  Jan.  15,  the  day  Rc 
ert  Campeau  put  his  retailing  empi 
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LEGAL  AFF, 


Business  Gifts 
That  Are  Remembered, 
Forever. 

Tiffany's  Corporate  Division 

offers  an  extraordinary  selection  of  gifts 
to  accommodate  every  holiday  budget. 

Your  personal  Tiffany  Account  Execu- 
tive will  see  that  no  detail  is  overlooked 
and  all  orders  are  promptly  fulfilled. 

Tiffany  also  offers  you  extensive  expe- 
rience in  sales  incentive  programs,  recogni- 
tion award  programs  and  custom  design 
projects. 

To  order  a  Corporate  catalogue,  open 
an  account  or  place  an  order,  call  The 
Corporate  Division  at  1-800-423-2394. 


Tiffany  &  Co. 

NEW  YORK  SANFRANCRd  WASHINGTON.  PC 

BES'ERLY  Hll.I;-  v,  il  :h,  ,  ,,,-.<  l-\  .\7,\  ,  H[<  A(  .O  ATLANTA 
li-\Li..-\-  ii>  '1   :  ■  MIA  hi     i:  hosTOS 


What  are  we  going  to  do  with  your 
extra  robots.  Fertton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL        IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

E^SL  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tcix  deduction  -  IR5  Reg. 170(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


Educational  Asmlstance  Ltd.^M 

PC  BOX  3021 -GLEN  ELLYN,  ILLINOIS  60138-FAX  (312)  690-0565 


For  More  Details 
Call  312-690-0010 
Peter  Ruskam 
Executive  Director 
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MUZZIING  A  FUTURE 
TAX  BITE  NOW 
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Apr.  15  is  not  usually  a 
day  when  folks  count 
their  blessings.  But 
this  year,  taxpayers  have  rea- 
son to  be,  if  not  grateful,  at 
least  less  apoplectic.  Rates 
are  unchanged  and 
as  low  as  they've 
been  in  six  decades, 
the  IRS  has  tinkered 
only  sparingly  with 
Form  1040,  and  Congress  has 
made  only  minor  adjustments 
to  the  rules.  Even  the  calen- 
dar is  cooperating.  With  tax 
day  falling  on  a  Sunday,  this 
year's  filing  deadline  is 
Apr.  16. 

But  Capitol  Hill  is  already 
atwitter  with  ideas,  on  capital 
gains  and  other  fi-onts,  that 
would  shatter  this  fiscal 
tranquility.    So  while 
you're  focusing  on  how 
you   ended   up  for 
1989,  it's  only  [jru- 
dent  to  think  about 
establishing  the 
most  favorable  tax 
position  for  1990  and 
i)eyond.   Despite  the 
lack  of  major  revisions, 
many  people  will  still  find 
it  worthwhile   to  make 
changes  in  their  tax  profile- 
the  sooner  the  better. 

The  top  priority  is  to  "make 
sure  your  debts  are  in  order," 
says  Barry  Salzberg,  a  part- 
ner at  Deloitte  &  Touche  ac- 
countants in  New  York.  Even 
upscale  clients,  advisers  say, 
often  carr\  consumer  debt  in- 
stead of  tax-favored  kinds. 
ALCHEMY.  Credit-card  debt 
and  auto  h'ans  are  now 
classed  as  consumer  debt,  and 
Uncle  Sam  shai'os  very  little 
of  the  interest  that  any- 
more. Only  107'  uf  such  inter- 
est paid  in  1990  is  deductible, 
and  the  deduction  disappears 
entirely  in  1991.  So  this  might 
be  the  time  for  a  home-equity 
loan.  You  may  deduct  100'^  of 


the  interest,  usually  up  to 
$100,000  of  debt. 

If  this  option  has  already 
been  exhausted,  consider 
working  the  same  alchemy 
through  your  margin  account. 
Investment  interest,  which  ac- 
crues on  loans  to  finance  se- 
curities purchases,  remains 
deductible  up  to  your  net  in- 
vestment income  and  as  much 
as  $1,000  more  this 
year  (nothing  ex- 
tra in  1991). 
[n  deter- 


not  be  used  directly  to  buy 
goods. 

But  you  can  do  the  next 
best  thing,  suggests  Bill  Gold- 
berg, Houston-based  national 
chief  of  personal  financial 
planning  for  accountants 
KPMG  Peat  Marwick.  Have 
your  broker  sell,  say,  $60,000 
of  stock  from  your  portfolio. 
Use  half  of  the  proceeds  to 
buy  a  car  or  pay  off  credit- 
card  debt.  Then  buy  all 
the  stock  back  again — 


otherwise  be  consumer  delj  ]\-p: 
into  investment  debt." 

Of   course,    you  shou 
weigh  all  the  costs.  If  y(  j'l 
turn  a  profit,  that's  a  taxab  tiuK 
gain.  Should  you  sell  at  a  los  djer  ft 
wait  31  days  before  repi  g 
chasing  the  stock;  otherwis 
the  deduction  will  be  scuttl( 
by  the  "wash  sale"  rule 

Once  you've  wrestled  wi 
debts,  take  a  close  look  at  si 
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mining  deductibility 
IRS  ignores  collateral  anc 
"traces  the  proceeds  to  their 
use,"  explains  Eileen  O'Con- 
nor of  accounting  firm  Grant 
Thornton  in  Washington  D.  C. 
To  take  an  investment-inter- 
est deduction,  you  must  use 
the  loan  proceeds  to  buy  secu- 
rities. So  a  margin  loan — un- 
like a  home-equity  loan — may 


financing  half  with  a  margin 
loan  from  your  broker,  half 
with  the  remaining  $30,000  in 
cash  (federal  rules  let  you  fi- 
nance only  509f  of 
a  stock  purchase).  This,  says 
Goldberg,  "turns  what  would 


midsize  or  small 
companies,  ha 
fixed-sum  expen 
accounts  that  aren't  b 
enough  to  cover,  say,  all  th' 
car  expenses.  They  may  ( 
duct  the  excess  only  to  t 
extent  that  miscellaneous  ( 
ductions  exceed  2'/?  of  adju; 
ed  gross  income. 
Solution:  Ask  your  boss 


faiiiioyi 


|1 
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iburse  you  fully  for  those 
!nses  and — gasp — reduce 

•  salary  accordingly.  That 
,  "it's  no  skin  off  your 
loyer's  nose,"  notes  Bob 
Ian  of  Ernst  &  Young, 
you're  ahead  by  trading 
ble  salary  for  a  tax-free 
ibursement. 

E  RISE?  Then  there's  that 
t  familiar  tax-saving 
tegy,  shifting  income  and 
mses  from  one  year  to  an- 
r.  Typically,  that  means 
poning  income  (by  negoti- 
g  a  deferred-compensation 
j  while  accelerating  de- 
ions  (by  paying  your  tax- 
larer  for  next  year's  ser- 

5  in  advance). 

ut  this  is  the  time  to 
^h — not  just  slavishly  em- 
:e — the  conventional  wis- 
.  "The  top  tax  rate  likely 
go  up"  in  1991,  notes 
ihington-watcher  Gillian 
)ner  at  KPMG  Peat  Mar- 
L  If  so,  this  could  be  the 

•  to  crowd  in  as  much  in- 

6  as  possible — collecting  a 
as,  for  instance,  while  it 
be  taxed  at  what  may  be 
lowest  rates  for  many 

•s  to  come. 

ut  don't  be  too  quick  to 
liss  deferral  of  income,  ei- 
',  advises  John  Erb,  man- 
r  of  executive  financial 
iseling  at  Deloitte  &  Tou- 
in  Washington  D.  C.  Say 
're  negotiating  for  a  job  at 
),000.  Suggest  that  the 
'  employer  hold  back 
000  of  your  salary  each 
r — with  a  written  under- 
iding  that  the  money  will 
)aid  to  you  at  a  later  date, 
ig  with  interest  of  11%  to 
'  annually,  tax-deferred. 


I'll  come  out  ahead  even  if 
tax  rates  are  raised  to 
>  or  more  by  the  time  you 
e  the  money  out,  says  Erb. 
)eferring  income  can  open 
er  doors.  For  instance,  you 


might  want  to  purchase  .i 
rental  property.  But  salary  is 
a  stumbling  block — the  deduc- 
tion of  up  to  $25,000  of  rental 
losses  a  year  starts  phasing 
out  at  your  new  salary  level 
and  disappears  at  $150,000  of 
adjusted  gross  income.  Defer- 
ral could  knock  your  AGi 
down  far  enough  to  get  you 
the  full  deduction. 

Planning  can  help  make  the 
most  of  incentive  stock  op- 
tions, too.  Executives  typical- 
ly wait  to  exercise  an  ISO  until 
it  is  about  to  expire,  Erb  says. 
That  way  they  haven't  tied  up 
money  until  a  gain  is  a  sure 
thing.  But  doing  this  with  a 
hot  stock  can  toss  you  into 
the  alternative  minimum  tax. 
His  suggestion:  Stagger  the 
exercise  of  options  over  a 
number  of  years,  so  the  dif- 
ference between  the  exercise 
price  and  the  market  price 
won't  be  enough  in  relation  to 
your  overall  income  to  trigger 
the  alternative  minimum  tax. 
TUITION  TWIST.  If  you  decide 
it's  worthwhile  to  defer  in- 
come from  interest,  buying  a 
certificate  of  deposit  that 
doesn't  pay  any  interest  until 
it  matures  next  year  is  the 
simplest  approach.  But  a  one- 
year  Treasury  bill  gives  you 
more  flexibility,  since  (unlike 
most  CDs),  a  T-bill  can  always 
be  sold  before  maturity — per- 
haps even  at  a  profit. 

'The  Treasury's  EE  Savings 
Bonds  come  with  a  new  twist 
in  1990:  The  accrued  interest 
is  tax-free  if  you  cash  the 
bonds  in  to  pay  your  child's 
tuition.  Admittedly,  the  ex- 
emption phases  out  depending 
on  income  (starting  at  $60,000 
of  gross  income  for  a  couple 
filing  jointly).  But  by  the  time 
the  child  is  ready  to  matricu- 
late, you  may  be  ready  to 
take  early  retirement  or  a 
sabbatical  from  work,  drop- 
ping your  income  neatly  into 
the  eligible  column. 

And  make  a  note  to  discuss 
trusts  with  a  CPA  or  attorney. 
Despite  tax  reform,  some 
types  of  trusts  remain  viable 
ways  of  helping  children  or 
charities  while  saving  sub- 
stantially on  estate  taxes. 
Trusts  take  time  and  meticu- 
lous planning,  of  course,  but 
that's  a  reason  to  be  glad  the 
year  is  young.     Dick  Janssen 


A  PRESS  REHEARSAL  FOR  FORM  1040 

When  it  comes  to  income  taxes,  a  lot  of  people 
have  trouble  facing  up  to  the  bottom  line — the 
one  on  Form  1040  that  shows  how  much  you 
owe  the  IRS,  or  vice  versa.  But  if  you  don 't 
want  to  wait  until  you  have  every  detail  nailed 
down  at  filing  time,  and  if  your  fiscal  life  isn 't 
unduly  complicated,  here's  a  quick  and  easy 
way  to  get  a  fairly  close  approximation  of  your 
results  for  1989.  More  important,  this  ap- 
proach lets  you  see  where  you  're  heading  for 
1990  in  plenty  of  time  to  make  a  midcourse 
correction 

 1989  1990 

►  Round  up  the  usual  sources  of  income: 
salaries,  dividends,  interest,  n^t  capital 

gains,  and  state  and  local  tax  refunds     

►  Add  in  net  results  (within  various  lim- 
its) from  rent,  public  partnerships,  and 
sideline  businesses.  That  gives  vou 

TOTAL  INCOME     

►  Reduce  that  by  any  alimony  paid  and 
Keogh  or  deductible  IRA  contributions 
to  get 

ADJUSTED  GROSS  INCOME  (AGO     

►  Total  your  itemized  deductions  (state 
and  local  income  and  property  taxes, 
contributions,  mortgage  interest  pay- 
ments, other  interest,  losses,  medical, 
and  miscellaneous  items  within  various 
limits) 

TOTAL  DEDUCTIONS     

►  Total  your  personal  exemptions 
($2,000  per  person  in  1989) 

PERSONAL  EXEMPTIONS     

►  Subtract  deductions  and  exemptions 
from  AGI  to  get 

TAXABLE  INCOME     

►  If  your  taxable  income  (for  a  married 
couple  filing  jointly)  is  not  over  $74,850, 
take  $4,643  plus  28%  of  the  amount  over 
$30,950.  If  it  is  not  over  $155,320,  take 
$16,935  plus  33%  of  the  amount  over 
$74,850 

—If  it's  over  $155,320,  take  28%  of  tax- 
able income     

— and  add  whichever  is  smaller:  28%  of 

the  sum  of  exemptions     

— OR  5%  of  the  difference  between 

$155,320  and  your  taxable  income.     

— Whichever  bracket  you  are  in, 
the  result  is  your 

TOTAL  TAX     

►  Compare  that  to  vour 

ESTIMATED  AND  WITHHELD  TAXES     

(minus  any  credits)  and  voila,  there's  a 
verv  good  idea  of  your  bottom  line,  the 

BAUNCE  DUE  OR  REFUND     


DATA;  DELOirTE  &  TOUCHE 
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Tax  Preparation 

LITTLE  THINGS 

THAT  CAN  DRIVE  YOU  CRAZY 


So  you've  done  a  quick 
run-through  of  what's 
due  you — or  from 
you — for  1989,  and  even 
vowed  to  lighten  your  tax 
load  for  1990.  Now  it's  time  to 
tackle  the  nitty-gritty  of  get- 
ting everything  ready  for  pre- 
paring your  return.  However 
you  aim  to  file,  there  are 
some  new  twists  to  note. 

For  one,  be  doubly 
careful  not  to  over- 
look any  of  those 
flimsy  little  1099s  on 
dividend  and  interest 
income,  cautions  Gerald  Port- 
ney,  a  KPMG  Peat  Marwick 
]irincipal.  Companies  now  de- 
liver more  than  95/'  of  such 
(lata  to  the  Internal  Revenue 
Service  on  computer  tape  or 
disks,  he  says,  making  it 
cheai)  and  easy  for  the  IRS  to 
match  up  every  penny  the 
payers  report  with  the 
amounts  on  your  return. 

What  makes  this  "a  big 
deal,"  Portney  explains,  is 
that  Congress  late  last 
year  stiffened  the 
negligence  pen- 
alty. Now, 
"it's  20^-;  of  the 
[lortion  of  the  tax  you  owe 
that's  attributable  to  negli- 
gence," he  says,  up  from  5% 
(figured  somewhat  different- 
ly) before.  Along  with  the 
penalty, 
there  is  in- 
terest on 
overdue  taxes.  Considering 
thai  the  rate  is  now  IV/',  com- 
pounded daily,  and  that  none 
of  that  interest  will  be  deduct- 
ible after  199U,  overlooking  a 
Form  1099  "becomes  a  pretty 
expensive  pr')])osition."  Keep 
a  list,  he  suggests,  of  the 
banks,  brokers,  and  others 
who  should  have  sent  1099s 
and  make  sure  you  have 
checked  them  all  off. 
KID  CREDITS.  For  many  a  tax- 
payer, the  1989  rer.irn  won't 
be  complete,  either,  unless  it 
contains  some  Social  Security 
numbers  that  weren't  needed 
before.  The  net  has  widened 


to  include  children  who  have 
turned  two  years  of  age  by 
the  end  of  1989  compared 
with  age  five  before. 

Anyone  who  received  em 
ployer-provided  child 
care  benefits  should 
also  be  prepared  to 
list  the  Social  Se- 
curity or  taxpayer 
identification  num- 
ber— plus  name,  ad- 
dress, and  amount — 
of  the  nanny  or  other 
care-giver.  The  rule 
also  applies  if  you 
are  claiming  a 
tax  credit 


for  child  or  other  dependent 
care.  As  of  1989,  the  credit 
may  be  claimed  only  for  a 
child  under  13  years  old,  down 
from  15  before. 

Similarly,  the  law  no  longer 
lets  you  claim  as  a  dependent 
a  student  who  has  reached 
age  24  if  the  student's  income 
reached  or  topped  $2,000, 
which  is  the  personal-exemp- 
tion amount  for  1989.  There's 
trade-off,  though.  The  ex- 
emption may  go 
on  the  student's 
_  own  return. 
On  the  oth- 
er  hand,  you 
might  skip  the  trou- 
^]  ble  and  expense  of 
preparing  a  sepa- 
rate return  for  a 
child  who  was  under 
14  at  the  end 


<,  r 


1 1 


of  1989  and  who  didn't  cluttfl 
things  up  by  having  a  jo 
Children  with  income  betwe 
$500  and  $5,000  may  now 
included  on  the  parent's 
turn,  provided  that  income 
derived  from  dividends  and  ii 
terest  only.  You'll  need  to  fi 
out  Form  8814  and  include  c 
your  return  the  amount  of  t\ 
child's  income  over  $1,000. 

Putting  the  child  on  yoi 
return  means  you'll  also  ha\ 


lias 
,3a  01 
ifielter 
eitatt 
kELPl 
irttiatic 
jtmffs 
,11 
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to  pay  an  extra  tax  of  $75,  ( 
15%  of  each  child's  gross  i; 
come  above  $500,  whichever  " 
smaller.  Still,  that  could  bej*'*"'' 
paying  a  preparer  to  file 
separate  return. 

you  had  1989  to  li#itspn 
over  again?  There's  scarce] 
anything  the   law   lets  yo  ''"'^ 
undo,  but  there's  still  time  f(  i'f*''-''' 
a  few  retirement-fund  manei 
vers.  You  have  until  Apr.  1 
to  fund  and  deduct  an  indivii  '"t* 
ual  retirement  account,  bi 
remember  that  you  don't  g( 
a  full  deduction  if  you're  in 
corporate  pension  plan  an 
you  file  a  joint  return  wit 
income  over  .$40,000. 
MORE  TIME.  If  your  busines 
qualifies  for  a  simplified  en 
ployee  plan  (SEP),  you  hav 
until  Apr.  16  to  establish  an 
fund  one  for  a  1989  deductioi 
Self-employed  taxpayers  ma  IE  ||| 


lutat 

^lmpl 
«'atc[ 
•m.  ai 

life 


READY  TO  FILE  AND  FORGET? 
 NO,  NOT  UNTIL  YOU... 

Review  Form  1040  for  1988  to  avoid  any  omissions  or 
inconsistencies 

Go  over  your  1989  check  log  so  you  don't  overlook  a:iy 
deductions 

Compute  taxes  two  ways  to  see  if  it's  better  to  file  sepa- 
rately or  jointly 

Make  notes  to  yourself  on  steps  that  could  trim  your 
taxes  for  1990 

DATA:  BW 


bution  to  a  Keogh  retirenie 
plan  (though  the  Keogh  mui 
have  been  established  prior  i 
1990).  The  Keogh  contrib 
tion,  in  fact,  may  be  delaye 
until  actual  filing.  And  fou 
month  filing  extensions  ai 
automatically  granted  whe 
requested  by  Ap 
16  on  Form  4868,  a 
cording  to  an  Ernst 
Young    publication.  Not< 
That's  an  extension  to  fip  let 
late — not  to  pay  late. 

A  few  more  nits:  Congres 
won't  let  you  deduct  the  bas 
rate  of  the  first  telephone  lir 
into  your  home  anymore, 
matter  how  much  you  use 
for  business.  And  remembf 
that  Congress  repealed  th 
catastrophic  health-care  ta  fcyio 
too  late  for  the  IRS  to  chang 
the  1040  forms.  So  while 
line  listing  the  dread  "suppL 
mental  medicare  premium 
appears  on  the  1040,  it's  a  di 
mand  that  taxpayers  can — fc 
once — simply  ignore.  D. 


l:tllis 


K 


vear 


136  BUSINESS  WEEK/MARCH  19,  1990 


PERSONAL  BUSING 


^nce,  to  think  of  yourself 
Fas  a  sophisticated  inves- 
,  you  only  had  to  have  a 

shelter.  Often,  it  was  a 
1  estate  limited  partner- 
:)  (RELP),  which  passed  on 
»reciation,  interest,  and 
te-offs  that  offset  other 
)me.  Then  came  the  Tax 
•orm  Act  of  1986. 
t  branded  RELP  write-offs 
"passive  losses."  Under  a 
iseout,  only  10%  is  still 
)d  against  ordinary  in- 
le  in  1990,  the  final  year, 
reover,  the  real  estate 
t  has  dashed  the  dream  of 

gains  when  the  RELP 
s  its  properties. 
ANTOM'  CASH.  All  that 
kes  it  time  "to  get  off  the 
-shelter  treadmill,"  says 
tner  Philip  Wiesner  at 
AG  Peat  Marwick.  The 
nee  to  cash  in  and  have 

RELP  taxed  at  rates  as 

as  this  year's  "may  nev- 
happen  again,"  Wiesner 
Is.  And  the  law  does  make 
ne-time  offer:  In  the  year 
m  you  dispose  of  your  en- 


Smart  Money 

SHELTERS:  THE  CASE 
FOR  PULLIHG  UP  STAKES 


tire  shelter,  you  can  apply 
the  passive  losses  that  have 
been  piling  up  uselessly 
since  1986  against  any  type 
of  income.  You  may  well 
need  them.  Even  the  most  ill- 
starred  partnership  could 
surprise  you  with  taxable 
income. 

Say  you  invested  $100,000 
in  a  RELP  in  the  early  1980s. 
You've  enjoyed  $150,000  in 
tax  losses  from  accelerated 
depreciation,  interest,  and 
other  expenses.  Now,  wheth- 
er you  sell  it,  give  it  away,  or 
just  watch  as  the  general 
partner  liquidates,  the  IRS  re- 
captures some  of  the  write- 
offs you'd  taken  in  the  past. 
These  write-offs  have  cut  or 
even  more  than  offset  your 
cost  basis — by  $50,000  in  this 
case.  That  exposes  excess  de- 


ductions to  being  treated  as 
"phantom  income"  by  the 
IRS.  "You  don't  receive  any 
cash,"  says  partner  Jim  Ste- 
phenson at  accountants 
Miller  Cooper  in  Northbrook, 
111.  "All  you  do  is  pay  tax  out 
of  your  pocket." 


A  PIG  (passive  in- 
come generator)  can 
postpone  the  pain 


Those  who  prefer  to  delay 
the  day  of  reckoning  some- 
times buy  a  passive  income 
generator  (PiG).  Along  the 
way,  they  can  enjoy  its  in- 
come because  it  is  sheltered 
by  their  passive  losses.  But  a 


stake  in  a  profitable  pig  (usu- 
ally another  partnership)  can 
tie  up  a  lot  of  your  capital: 
Typically,  it  takes  a  $100,000 
stake  to  earn  $7,000  a  year. 

If  you  go  ahead  and  sell 
now,  "you're  going  to  take  a 
whipping,"  reports  Fuhrman 
Nettles  of  Robert  Stanger. 
On  average,  he  says,  buyers 
pay  only  65$  per  dollar  of 
property  value. 

Instead,  you  might 
squeeze  some  psychic  in- 
come— and  a  final  measure 
of  tax  relief — from  a  RELP  by 
giving  it  to  charity.  The  Na- 
ture Conservancy  accepts 
RELPs — to  sell  through  a  bro- 
ker. Says  Woody  Bolton,  its 
finance  director:  "Whatever 
we  get  is  what  the  donor 
gets"  to  show  as  a  charitable 
deduction.  But  even  then,  ac- 
countants warn  that  you 
won't  necessarily  escape  con- 
gressional wrath  at  tax  shel- 
ters: If  there  are  past  write- 
offs to  recapture,  your 
deduction  gets  scaled  down 
accordingly.  D.  J. 


What's  Ahead 


IE  HILL  IS  ALIVE  WITH 

IE  SOUHD  OF  TAX  CHANGES 


politicians  are  talking  a 
^lot  about  tax  cuts  and 
simplification.  Wash- 
an-watching  accountants, 
ever,  are  already  trying 
osition  clients  for  steeper 
3  and  fresh  complications, 
capital-gains  tax  cut  dur- 
1990  is  still  a  Bush  goal, 
ially,  the  White  House 
Id  let  taxpayers  exclude 
of  the  gain  on  assets  held 
3ne  year  and  in  1991,  two- 
■  holdings  would  qualify, 
after  a  transition  period, 
break  would  be  307f  for 
e-year  holdings,  20%  for 
years,  and  107<  for  one 

kZY  TO  WAIT.'  Prospects 
ned  clearer,  of  course,  be- 

Senator  Daniel  Moynihan 
J.  Y.)  tossed  his  bombshell 
)osal  of  a  Social  Security 
cut.  It  jolted  lawmakers 

wondering  if  any  fiscal 
)rs  ought  to  go  to  rank- 


and-file  workers  instead.  Be- 
cause it  may  well  be  late  in 
1990  before  it's  clear  whether 
Capitol  Hill  will  kill,  pass,  or 
revamp  the  capital-gains  bill, 
accountants  advise  against 
doing  anything  rash — as  al- 
ways.  If   you're   holding  a 


stock  that  seems  vulnerable 
to  a  price  plunge,  "it  would  be 
crazy  to  wait"  to  sell  it,  says 
Gillian  Spooner  of  KPMG  Peat 
Marwick.  But  the  wait  could 
be  worth  it  if  you  have  con- 
trol over  the  value,  as  with  a 
family  business. 

Whatever  else  happens, 
budget  arithmetic  and  politi- 
cal logic  point  toward  elimi- 
nating "the  'SS7'  bubble"  be- 
fore long,  says  Jim  Conley,  an 
Ernst  &  Young  partner.  For 
1989,  the  337<  bracket  begins 
above  $74,850  and  stops  at 
$177,720,  for  a  jointly  filing 
married  couple  without  chil- 
dren. Above  that  level,  the 
rate  drops  back  to  28%.  If  the 
rest  were  taxed  at  33'/"^  it 


WASHINGTON  TAX  STRATEGISTS 
 ARE  WHISPERING  ABOUT... 

►  Extending  the  33%  rate 

►  Raising  rates  generally 

►  Limiting  deductions  for  mortgage  interest  and  personal 
property  taxes 

►  Creating  a  break  for  dividend  mcome 

DATA:  BW 


"would  raise  an  average  $8 
billion  a  year  over  the  next 
five  years." 

On  income  tax,  boosting  the 
15' i  rate  to  16'  '  and  the  28''' 
rate  to  30'/'  would  raise  $178 
billion  over  five  years,  the 
Congressional  Budget  Office 
estimates.  Philip  Wiesner  of 
KP.MG  Peat  Marwick  adds  that 
Congress  may  also  crimp  de- 
ductions in  a  few  years  for 
such  "sacred  cats  and  dogs" 
as  mortgage  interest  and  per- 
sonal property  taxes. 

On  the  sunny  side,  there's 
talk  of  integration,  the  tax 
clan's  code  word  for  a  break 
for  investment  income.  Under 
\        one  approach,  each 
$100  of  dividends 
or  corporate  bond 
\^  interest  would  come 
with  a  $34  tax  cred- 
it,  on  grounds  that 
the  company  has 
already    paid  a 
147   corporate  in- 
come tax.  Too  good  to 
expect?   "Well,"  says 
Peat  Marwick's 
Spooner,  "who  would 
have  thought  the  Berlin 
Wall      would  come 
_  down?"  D.J. 
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Whyreformingourlia 
America  is  to  suc(£d 


Excessive  iiABiiin  awards  make  it  tough 

FOR  U.S.  COMPANIES  TO  COMPETE. 

Wc  are  a  compassionate  society.  We  want  to 
compensate  those  who  have  suftered. 

But  when  our  courts  expand  traditional  con- 
cepts of  hability,  causing  defendants  to  pay 
excessive  compensation,  we're  adding  to  the  costs 
we  all  pay  for  goods  and  services.  We  re  encourag- 
ing companies  to  stop  research  and  development 
on  new  products.  And  we're  even  making  it  harder 
for  U.S.  companies  to  compete  overseas. 

Paying  A  HIDDEN  TAX. 

In  reality  the  American  system  of  liability  has 
become  the  source  ot  a  hidden  tax  on  our 
econcmy-a  tax  that  can  account  lor  as  much  as 
50%  of  the  price  paid  tor  a  product. 

Whats  worse,  it  has  been  estimated  that  this 
hidden  tax  amounts  to  $80  billion  a  year-a  sum 
ecjual  to  the  combined  profits  of  the  natitms  200 
largest  corporations. 

Our  economic  competitors'  legal  systems  do  not 
encourage  litigation  to  the  extent  we  do.  Consider, 
lor  example,  that  there  arc  30  times  more  lawsuits 
per  capita  in  the  U.S.  than  in  Japan. 

Is  it  any  wonder  that  America  is  having  a  tough 
time  competing  in  overseas  markets? 

UnCERTAINH  stifles  ENTERPRISE. 

1  he  '  inpredictability  ol  our  liability  system  is 
also  enoi  inously  costly  to  Amerioin  competitiveness. 
For  exan  iplc,  in  a  recent  survey  of  CEO's,  the  Con- 
ference l5o.ucl  tound  that  worry  about  potential 
liability  lawsuits  caused  47%  of  firms  surveyed  to 
discontinue  >     <^r  more  product  lines.  In  addi- 
tion, 25%  su  !)|xxl  certain  product  research  and 
development,  .tnd  39%  decided  against  introduc- 


ing a  new  product.  Meanwhile,  our  overseas 
competitors  continue  to  research  and  develop  new 
products  at  an  ever-increasing  pace. 

Are  we  controlling  risks 
or  increasing  them? 

When  we  give  a  drunk  driver  the  right  to  sue  an 
automaker  or  highway  engineer  lor  a  million  dollars 
after  a  crash,  are  we  controlling  risk^ 

Or  just  encouraging  risk)'  and  careless  behavior? 

If  you  are  a  manulacturer,  you  can  be  sued  even 
if  your  product  has  state-of-the-art  safety 
features.  Even  if  your  customer  misused  it  against 
your  instructions.  Even  il  the  risks  of  misuse 
were  obvious. 

When  fear  of  lawsuits  causes  physicians  to  limit 
services  to  patients-or  worse,  abandon  their  prac- 


wcs, 

faring ! 
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ysystem  is  essential  if 
I  overseas  markets. 


ce  altogether-lack  of  adequate  medical  treatment 
leans  greater  risks  for  everyone. 

Is  this  controlling  risk  or  increasing  it? 

Its  an  unhealthy  and  dangerous  situation  that 
zeds  correcting. 

We  must  reform  our  "deep  pockets" 

APPRmCHTOLlABILin. 

Specifically  we  need  to  change  our  approach 
id  base  liability  suits  on  fault. 

Our  current  system  often  encourages  the  frivolous 
iing  of  those  with  the  ability  to  pay- in  other 
'ords,  those  with  "deep  pockets."  But  does  it  make 
^nse  to  hold  such  parties  entirely  liable,  even  if 
ley  were  only  minimally  at  fault 

A  MORE  RATIONAL  APPROACH. 

Those  who  suffer  economic  losses  because 
[another  party's  negligence  should  be  fairly  reim- 
ursed.  No  one  could  argue  with  this  principle, 
here  should  also  be  just  compensation  for  pam 
id  suffering  resulting  from  real  and  severe 
ijuries. 

But  can  we  afford  to  continue  a  system  that 
icourages  litigation  and  financial  judgements 
earing  little  direct  relationship  to  fault  or  to  the 
:tual  cost  of  injuries  suffered? 

Clearly  a  better  approach  is  needed. 

[  Congress  HAS  A  ROLE. 

Legislation  providing  a  uniform  product  liability 
:andard  would  allow  American-  companies  to 
ompete  without  the  burdens  of  excessive  liability 
isks.  And  this  would  unclog  the  courts  and  put 
^merican  business  in  a  stronger  position  as 
arriers  to  international  trade  and  investment  fall. 

There  is  proposed  legislation  before  Congress 


dealing  with  these  issues.  A  solution  to  the  liability 
crisis  IS  vital  to  American  competitiveness,  and 
Congress  can  play  a  role  in  restoring  the  right 
balance. 

So  DO  THE  COURTS. 

When  all  is  said  and  done,  our  courts  are  the 
interpreters  of  our  laws  and  our  values.  Its 
our  values  as  a  society  that  count,  especiall)'  as 
reflected  in  the  courts  and  individual  jury 
decisions. 

Together  our  legislative  and  judicial  branches 
must  recognize  the  damage  being  done  to 
American  competitiveness  from  the  current  lia- 
bility system.  And  help  America  restore  the 
proper  balance. 

Why  IS  AIG  running  ads  like  this? 

AIG  (Amcnicui  Inkrnatumal  Group)  is  tl\c  largest 
uiklcrwritcr  oj  uTmmcraal  and  mdustnal  msurancc  in 
AnicriLa,  and  tl\c  leading  U.S. -based  mternational 
insu ranee  tyrganvzatm . 

Smee  we  deal  evtry  day  with  issues  affecting  the 
future  of  tlie  world  economy,  it's  undcistandable  that  we 
ehampkm  reform  designed  to  stimgtlien  American 
hisinesss  conipetitive  stance  in  global  marliets. 

Pahaps  you'll  want  to  hep  tlic  ball  rolling  h  cm- 
tactmgymr  elected  officials-judges  ami  kgislators- 
with  ymr  (wn  views. 

Or  if  yim  preja]  write  M.R.  Greenbcrg.  Chairman, 
AIG,  70  Pine  Street,  New  \irk,  NY  10270. 


MG 
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Software 


IT'S  THAT  TIME.  DO  YOU  KNOW 
WHICH  SOFTWARE  TO  USE? 


T 


wo  years  ago,  a  tiny 
number  of  venturesome 
taxpayers  escaped  much 
of  the  tedium  of  filing  their 
returns  by  enlisting  the  first 
"expert  system"  to  help  peo- 
ple cope  with  tax  time.  This 
innovative  but  unproved  piece 
of  software  was  dubbed  "Ask 
Dan  About  Your  Taxes."  That 
year,  only  about  900  pioneers 
bought  the  program. 

But  this  year,  tax- 
payers by  the  thou- 
sands are  snapping 
up  the  latest  ver- 
sion— rechristened  TaxCut  by 
its  new  publisher  Meca  Ven- 
tures. Early  balloting  by  pa- 
trons of  some  software 
stores,  such  as  the  Egghead 
chain,  has  TaxCut  climbing  to 
the  top  of  the  surging  market 
for  tax-preparation  programs. 

Until  now.  Ask  Dan  had 
been  a  garage-shop  affair  run 
by  Daniel  Caine,  a  young  tax 
attorney  who  decided  he 
would  rather  be  a  software 
sparrow  than  a  legal  eagle. 
He  conceived  a  unique  ap- 
proach to  tax  software:  In- 
stead of  just  regurgitating 
IR.s  instructions,  he  would  use 
artificial  intelligence  to  put 
tax  expertise  on  call  in  your 
computer.  Once  he  linked  up 
with  Meca,  word  of  his  pro- 
gram spread  fast. 

This  year,  TaxCut  is  even 
better  than  last  year's  Ask 
Dan,  which  earned  BW's  top 
rati;.g  for  the  second  year  in 
a  low  For  one  thing,  Meca 
guarantees  its  accuracy.  The 
software  is  certified  by  ac- 
counUu  is  Deloitte  &  Touche, 
TaxCut  miscalcula- 
"U  slapped  with  an 
'  c  i  will  pay  it. 
r-s.  On  the  other 
i  rograms,  includ- 


and  if 
tion  get 
IRS  fine,  ' 
AUDIT  ALE 

hand,  rival 


ing  Turbo  ■tx  and  J.  K. 
Lasser's  Yc,  Income  Tax, 
also  keep  in;  v'mg — to  the 
point  where  r  \ing  them  is 
difficult.  All  nt  liave  the  fa- 
miliar "pull-do  '  type  of 
menu,  for  instan-  Most  han- 
dle all  the  federa,    irms  that 


you'll  need,  plus  a  growing 
number  of  state-tax  modules. 

Many  programs  let  you 
play  what-if  games  to  deter- 
mine, say, 
whether  a  v  I 

slight  _ 


increase  in  your  Keogh  fund 
contributions  will  kick  you 
into  a  lower  bracket.  And  sev- 
eral feature  an  audit  alert. 
They  check  your  final  return 
against  national  averages  and 
warn  if  some  deduction  is  un- 
usually high — and  apt  to  trig- 
ger an  audit. 

TurboTax  is  the  in- 
lustry  leader:  An  esti- 
mated 200,000  copies 
were  sold — half  of  the 
PC  tax-preparation 

/software  market.  And 


it  will  most  likely  stay  No. 
for  a  while.  Nonetheless,  Ta5 
Cut  remains  my  champ.  It' 
still  the  only  one  with  enoug 
smarts  to  translate  IRS  jargo 
into  plain  English.  It's  ofte 
wise  enough  to  offer  valuabl 
advice  even  when  I'm  nc 
smart  enough  to  ask  for  i 
Another  feature  is  "hype: 
text":  Explanations  are  a: 
rayed  in  tiers,  so  you  ca 
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A  SHORTCUT  GUIDE  TO  TAX  SOFTWARE 


Two  types  arc  available:  With  fonns-oncnted pro- 
grams, you  Jill  out  replicas  of  IRS  forms.  With  Q&A 
programs,  you  supply  data  on  electronic  worksheets, 


and  the  program  fills  in  IRS  forms.  The  six  tax 
programs  below  are  listed  in  BUSINESS  WEEK'S 
order  of  preference 


Program 

Type 

How  eosy  to: 
Learn  Use 
(1  =  easiesf) 

List 
price 

Order 
phone 

Pros  and  cons 

TAXCUT' 

Both 

1  1 

$50** 

203  222-9150 

.'\ccuracy  guaranteed;  print  quality 
can  be  poor 

PERSONAL  TAX 
PREPARER 

Both 

1  1 

50 

319  395-7300 

Earliest  shipment  of  final  version; 
only  one  state  module  available  (Iowa) 

TURBOTAX 

Forms 

1  2 

75 

619  453-8722 

Full  array  of  features;  inany  need 
multiple  keystrokes 

YOUR  INCOME  TAX 

Forms 

2  3 

40*** 

800  624-0023 

Precise  cross-references  to  printed 
tax  guide;  little  on-screen  help 

SWIFTAX 

Forms 

1  3 

70 

708  948-9202 

Good  for  simple  returns;  no  state 
modules 

MACINTAX 

Forms 

1  5t 

80 

805  385-5000 

Best  graphics;  only  runs  under 
Windows — very  slow 

*  Formerly  called  Ask  Don  About  Your  Taxes 
**  Less  $10  coupon  rebate  on  future  purchase  of  Meca 
Ventures  software 


***  for  IBM-type  PCs,  ranges  from  $35  for  Apple  PCs  to  $60  for  Macintosfi  PCs 
t  On  IBM-type  PCs;  on  Macintosfi  PCs  rates  1 
DATA:  BW 
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Let  our  demonstration 
cieateyourpiesentation* 
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1990 

SALES  &  MARKETING 
REPORT 
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IBlTi 
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Every  company  is  really  in  two  businesses.  Their  own  business.  And  the  presentation  business. 
That's  why  we  created  the  Savin  Prism  I  color  copier. 

There's  no  better,  faster,  or  more  economical  way  to  reproduce  business  graphics  in  hard  copy  or 
overhead  form. 

But  the  only  way  to  see  how  good  our  Prism  I  really  is,  is  to  see  it  for  yourself. 

So  we've  arranged  for  a  rather  unusual  demonstration.  If  you  have  a  presentation  coming  up,  just  bring 
^our  color  originals  to  your  nearest  participating  Savin  sales  center  and  we'll  copy  them  for  you,  free  of 
:harge.  Up  to  100  full-color  copies.  That  way,  you'll  get  your  presentation  prepared  for  free.  And  you'll  also 
>ee  firsthand  what  the  Savin  Prism  I  can  do.  In  practically  no  time  at  all. 

Even  If  you  need  100  copies,  you'll  be  in  and  out  in  less  than  fifteen  minutes.  With  a  color  computer 
printer,  the  same  job  would  take  hours.  And  be  much  more  expensive. 

In  fact,  the  Savin  Prism  I  is  about  half  the  price  of  comparable  color  copiers.  So  besides  giving  you 
superb  reproduction  in  very  little  time,  the  Prism  I  gives  you  superb  reproduction  for  very  little  money. 

Just  call  1-800-39-COLORforthe  participating  Savin  Prism  I 
sales  center  nearest  you. 

Then  come  in  and  see  our  demonstration.  And  leave  with 
/our  presentation. 


sai/in 

;'sncw» 


Mfer  expires  December  31, 1990.  One  demonstration  per  company.  100  free  color  copies  maximum. 
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wade  through  as  much  or  as 
little  as  you  want.  Highlight- 
ed words  in  one  layer  call  up 
details  in  the  next  tier. 

Still,  if  you  have  already 
learned  one  program  and 
aren't  intrigued  by  TaxCut's 
sagacity,  stick  with  what  you 
know.  It  will  save  retyping 
data  that  get  carried  forward 
from  year  to  year,  such  as  de- 
preciation schedules. 

If  you're  taking  the  plunge 
for  the  first  time,  either  Tax- 
Cut  or  Personal  Tax  Preparer 
from  Parsons  Technology  is  a 
better  choice.  Both  let  you 
choose  between  fill-in-the- 
forms  or  ciuestion-and-answer. 
FORM-FED.  Before 
ChipSoft  introduced 
TurboTax  six  years 
ago,  PC  tax-prep 
packages  were  of  the 
Q&x  variety.  You  answer 
questions  on  worksheets,  and 
the  program  lifts  that  in- 
formation and  plops  it 
onto  the  proper  tax  forms. 
This  makes  it  fairly  sim- 
ple, even  if  you've  always 
relied  on  a  CPA  to  handle 
your  return. 

For  many  experi- 
enced do-it-yourselfers, 
though,  the  Q&.\  method 
seems  clunky.  Such 
folks  dig  through  the 
latest  tax  guides  from 
Price  Waterhouse  and 
J.  K.  Lasser  and  feel 
ready  (if  not  eager)  to 
tackle  the  IR.-^  forms 
themselves.  Evidently. 
PC  owners  fall  mainly  in 
this  category,  because  Turbo- 
Tax  immediately  leaped  into 
the  lead  with  its  slick,  forms- 
oriented  presentation.  This 
tack  now  dominates  the  field. 

In  the  Macintosh  world. 
MacIiiTax — a  forms-oriented 
program  with  spiffy  graph- 
ics— rules  the  roost.  There's 
also  a  version  for  IBM  PCs.  but 
it  must  be  run  with  Windows, 
which  is  nntoriously  slow. 
Still,  if  you  prefer  looks  to 
speed,  MacIriTax  will  satisfy 
better  than  Ta;-.(  'ui. 

Although  TaxCui  s  graph- 
ics are  much  improved,  even 
its  devotees  occasionally  com- 
plain about  the  quality  of  its 
printed  forms.  But  if  vou're 
more  interested  in  firing  off 
your  return  quickly,  TaxCut 
is  the  way  to  go.      Otis  Port 


Tax  Filing 

FOR  A  ZIPPIER 
REFUND,  FILE 
BY  COMPUTER 
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he  one  bright  spot  in 
paying  taxes  is  getting 
a  refund.  And  these 
days,  the  IRS  seems  eager  to 
help.  Its  electronic  filing  pro- 
gram, introduced  last  year  in 
36  states,  is  now  available  na- 
tionwide to  anyone  who  over- 
paid— a  surprising  To'f  of 
U.  S.  ta.xpayers.  Submitting  a 
return  by  computer,  the  IRS 
claims,  is  the  quickest  way  to 
get  your  refund. 

People  with  personal 
computers.  ^ 


of  three  IRS  service  centers. 
Personal  computer  owners 
can  also  send  returns  directly 
by  PC  to  Xelco  Inc.,  which  in 
turn  transmits  them  to  the 
IRS  (BW-Mar.  .5). 

How  much  faster  does  the 
IRS  respond  to  all  this  state-of- 
the-art  filing?  It  claims  that 
electronic  filers  receive  re- 
funds in  just  three  weeks — or 
two  if  the  money  is  deposited 
directly  into  your  bank  ac- 
count. That  compares  with 
eight  weeks  for  people  who 


however,  can't  submit  1040s 
directly,  since  the  IRS  doesn't 
want  its  lines  jammed.  In- 
stead, taxpayers  mail  or  fax 
returns  to  one  of  20,000  IRS- 
approved  electronic  filers. 
(Your  local  IRS  office  will  sup- 
ply names.)  These  filers — ac- 
countants and  banks  as  well 
as  tax  preparers  such  as  H&R 
Block — charge  for  the  service. 
For  example.  Block  has  a  fee 
of  S35  to  transmit  your 
form — or  just  $25  if  Block  has 
also  prepared  the  return. 
MIDDLEMEN.  There  are  addi- 
tional computerized-filing-only 
services,  such  as  InstaTax. 
This  system,  available  at  Mail 
Boxes  Etc.  USA  locations,  re- 
ceives returns  by  mail  or 
fa.x — and  charges  $29.95  for 
then  transmitting  them  to  one 


mail  in  returns. 

For  those  v.-ho'd  like 
the  money  even  fast- 
er— within  one  week — 
both  Block  and  Insta- 
Tax will,  in  effect,  ad- 
vance refunds  of  up  to 
$3.000 — for  a  $35  ser- 
vice charge.  That  isn't 
us  good  a  bargain  as  it 
sounds.  The  bank  in- 
terest that  would  ac- 
crue on  $3,000  at  7""^, 
say,  during  the  seven 
weeks  you'd  gain 
amounts  to  only  $28. 
Last  year.  1.2  mil- 
lion taxpayers  filed  by  com- 
puter. By  1995,  the  IRS  hopes 
the  figure  will  jump  to  30^"^  of 
all  taxpayers.  Electronic  filing 
reduces  the  government's  pro- 
cessing costs  by  90^t  .  mainly 
because  it  eliminates  the  er- 


Wortli  Noting 

■  SWAP  TRAP.  The  law  on  ex- 
changes between  relatives  of 
"like-kind"  property,  such  as 
rental  buildings,  is  tighter 
for  transactions  that  have  oc- 
curred since  last  July  10,  the 
Research  Institute  of  Ameri- 
ca reminds.  Now,  selling  one 
of  the  properties  within  two 
years  of  a  swap  makes  any 
gains  taxable.  The  rules  may 
get  even  more  restrictive, 
however — so  some  accoun- 
tants advise  acting  before 


ror-prone  step  of  having  £ 
operator  transfer  data  fro 
the  paper  form  to  a  comput 
disk.  Instead,  a  computt 
checks  the  returns  automa 
cally  as  they  come  in.  If 
discovers  a  mistake,  such  as 
math  miscalculation  or  a  mis 
ing  form,  it  won't  accept  tl 
return.  This,  too,  can  work 
the  taxpayer's  benefit,  not 
the  IRS:  When  mistakes  occi 
with  an  electronically  fih 
form,  the  taxpayer  is  notifi( 
in  about  24  hours.  But  it  m 
take  months  for  a  taxpay( 
who  mails  in  the  retui'n 
learn  of  a  problem.  And  th: 
delays  the  refund. 

Not  even  electronic  filin 
however,  is  completely  pape 
free.  All  taxpayers  mu 
still  mail  in  W2  forn 
as  well  as  a  For 


V  \ 


8453  that  has  their  signatur 
on  it. 

Taxpayers  also  have 
stick  to  the  mails  if  they  ov 
Uncle  Sam  money.  But  tl 
IRS  is  working  on  a  syste 
for  these  filers,  too.  Fa 
fetched  as  it  sounds,  the  go 
ernment  thinks  some  taxpa 
ers  may  be  willing  to  p; 
extra — in  exchange  for  tl 
peace  of  mind  they  get  fro 
knowing  the  return  has  bei 
accepted.        Sandra  Atchist 


yet  another  change  comes 

■  WEARING  A  WIRE.  Congres 
has  given  the  taxpayer  th 
right  to  make  an  audio  tap 
recording  during  any  intei 
view  by  the  IRS,  notes  ta 
publisher  Commerce  Cleai 
ing  House. 

■  THE  FINE  PRINT.  Almost  e^ 
erjthing  you  read  in  th 
press  about  tax  laws  is  sul 
ject  to  exceptions  too  coir 
plex  even  to  hint  at.  So  trea 
what  you  read — even  here- 
mainly  as  helpful  pointer 
for  discussions  with  you 
own  tax  adviser. 
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lust  a  fraction  of  what  we  spend  dinii^  out 
could  help  pick  up  the  tab  for  a  good  cause. 


If  we  all  shared  just  a  small  amount  of 
our  money  and  time  with  the  causes  we 
really  care  about,  it  would  be  a  sure  recipe 
for  success. 

Against  hunger.  For  better  health .   

Or  to  improve  our  arts  and  culture .      #^  SmJK^  1  Amr/1. 
Millions  of  people  have  helped    VH.  tC  J/M tC« 


1 


and  five  hours  of  volunteer  time  per  week  as 
America's  standard  of  giving. 

If  we  all  reached  this  standard,  we 
could  generate  more  than  $  1 75  billion 
every  year.  With  a  force  equivalent  to  20 
million  full-time  workers. 

So  make  it  your  goal  to  give  five. 


establish  five  percent  of  their  incomes   nimi y(^^  back  is  immeasurable.  And  help  keep  society  well-nourished. 
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KEXTLCKY  STR-MfiHT  at_)I_'KfiON  WHISKEY 
«ipR(X)F(*rtALC  VUL  ,  E);STILI-EI'ANDS<:iTTL£DBV 
lAMESB  BEAMDISTILLINCCX)  CIERMONT  BEAM  KY 


Tradition  continues  at 
this  grand  resort  nestled 
in  a  beautiful  valley  - 
just  90  minutes  from  Los 
Angeles;  and  it  neighbors 
the  lovely  coastal  city 
of  Santa  Barbara. 

Since  1923,  the  classic  golf 
course  has  challenged  the 
giants  of  early  eras;  and  it 
was  recently  the  site  of  the 
GTE  West  Classic. 

Leisure  time  allows  for 
Peter  Burwash  tennis  on 
eight  courts  -  rated  a  five- 
star  program  by  World 
Tennis  Magazine,  health  club 
&  spa,  two  swimming  pools, 
and  bicycling  to  the  quaint 
village  of  Ojai. 

C  harming  accommodations, 
memorable  cuisine,  impec- 
cable service,  and  an  atten- 
tive concierge  offer  amenities 
that  have  earned  the  coveted 
Mobil  four-star  award. 


0)AI  VALLEY  INN  6  COUNTRY  CLUB 

A  Vista  International  Resort 

Ojai,  California  93023 
800-422-OJAI    (805)  646-551 1 
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If  oil  rhe  focrs  didn'r  prove  orherwise,  business 
onolysrs  mighr  conclude  rhor  corporore  meenngs 
ore  ourdored  exercises.  The  ideo  of  flying  every- 
one inro  one  ciry  ro  meet  foce  ro  face  seems 
onochronisnc  in  rhis  high-rech  oge  when  we  con 
communicore  so  efficienrly  sirring  in  our  offices. 

Afrer  oil,  oren'r  foxes  more  efficienr  ways  ro 
exchange  informonon,  con'r  compurer  programs 
reoch  us  new  skills,  con'r  videoropes  present 
industry  experts  or  motivational  speeches^  Isn't 
on  afternoon  of  golf  with  our  colleagues  o  woste 
of  rime  in  this  era  of  ropid-fire  business  deolingsr^ 
Musr  rhere  be  more  and  more  meenngsr^ 
Apporenrly  so, 

n  rhe  losr  ten  yeors,  corpororions  hove  demon- 
strared  rhor  meetings  ore  a  critical  element  to  a 
successful  operation  A  recent  survey  sponsored 


Te^r  wnrren  by  Julie  Moline 
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V\fe  Deliver  h  24  Hours. 


>MNI#HOTELS 


CHARLOTTESVILLE,  VA 

Drnni  Charlottesville  Hotel 

NEWPORT  NEWS,  VA 

Dmni  Newport  News  Hote 

NORFOLK,  VA 

Omni  International  Hote 

RICHMOND,  VA 

Omni  Richmond  Hotel 

VIRGINIA  BEACH,  VA 

3mni  Virginia  Beach  Hotel 

WASHINGTON,  DC 

Omni  Georgetown  Hotel 
Omni  Shoreham  Hotel 


SOUTHEAST 

ATLANTA,  GA 

Dmni  Hotel  at  CNN  Center 

CHAPEL  HILL,  NC 

Omni  Europa  Hotel 

CHARLESTON,  SC 

Omni  Charleston  Place 

DURHAM,  NC 

Omni  Durham  Hotel 

JACKSONVILLE,  FL 

Omni  Jacksonville  Hotel 


ORLANDO,  FL 

Omni  International  Hote! 

TAMPA,  FL 

ini  Tampa  Hotel  at  Westshore 

SOUTH 

DALLAS,  TX 

Omni  Melrose  Hotel 

MEMPHIS,  TN 

Omni  Memphis  Hote! 

NEW  ORLEANS,  LA 

Omni  Royal  Orleans 

MIDWEST 

CHICAGO,  IL 

Omni  Ambassador  East 
Omni  Morton  Hotel 

CINCINNATI,  OH 

Omni  Netherland  Plaza 


EVANSTON,  IL 

Omni  Orrington  Hotel 

INDIANAPOLIS,  IL 

Tini  Indianapolis  North  Hotel 
Omni  Severin  Hotel 

MINNEAPOLIS,  MN 

Omni  Northstar  Hotel 

WEST 

SAN  DIEGO,  CA 

Omni  San  Diego  Hotel 

OTHER  OMNI  HOTELS 
LOCATED  IN 

CANCUN,  MEXICO 
IXTAPA,  MEXICO 
HONGKONG 
SINGAPORE 

OPENING  SOON 


Omni  Express  guarantees  your 
meeting  plans,  ovemight. 

Next  time  you  need  to  pull  together  a  nneeting  in  a  hurry. . .  call 
Omni  Express. 

One  phone  call  to  the  toll-free  Omni  Express  hotline  connects 
you  directly  to  the  Omni  Express  representative  to  the  hotel  of  your 
choice.  You  can  expect  to  find  written  confirmation  of  your  plans 
and  a  contract  on  your  desk  within  24  hours. 

And,  you  can  expect  every  detail  of  your  meeting  to  go  exactly 
as  you  planned  it  under  our  Omni  Gavel  Service'"  guarantee. 

Omni  Express.  We  make  it  easy  to  hold  a  last  minute  meeting! 

Omni  Hotels^ 

For  Omni  Express,  call 


1-800-OMNI-EXP 


For  individual  reservations,  call  your  travel  planner  or  1-800-THE-OMNI. 


'5 1990  Omni  Hotels 
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by  A/ieerings  G  Convennons  mogozine 
showed  rhor  corporonons  spenr  $71  bil 
lion  hosnng  meenngs,  neorly  rv/ice  whor 
wos  spenr  10  years  ago  The  number  of 
meenngs  hosalsojumped  during  rhe  dec- 
ade, growing  from  602,000  ro  807,200 
Average  orrendonce,  on  rhe  orher  hond, 
has  decreased,  from  on  overage  of  77  ro 
59  orrendees 

The  rrends  ore  hordly  surprising  ro  com- 
pany monogers  Foced  wirh  increosing 


compennon,  corporonons  musr  develop 
rheir  monpower  ond,  wherher  rhey  re  on 
rhe  up  side  or  down-side  of  forrune,  ir's 
crincol  ro  communicore  effecrively  and 
specificolly  ro  rhe  people  who  can  mounr 
rhe  orrock  Despire  rhe  rechnologicol 
advances  rhor  hove  mode  us  all  berrer 
connecred,  norhing,  soy  rhe  experrs, 
reploces  rhe  old-fashioned  handshake  or 
rhe  quick  conversonon  in  berween 
sessions 

Meenngs  remom  rhe  besr  forum  for 
rroining,  launching  new  producrs,  com- 
municonng  o  new  direcnon,  brainsrorm 
ing,  problem  solving,  monvonng,  fosrenng 
o  reom  spinr  — and  refreshing  ourselves 


Bur  ir's  clear  rhor  in  rhe  1990s,  rhe  meet- 
ing profile  IS  going  ro  be  differenr 

In  Q  nutshell,  experrs  predicr  rhor  rhere 
will  continue  to  be  more  meenngs,  bur 
rhe  meetings  will  be  shorter,  become 
smaller  srill  and  be  colled  with  less  lead 
rime  They'll  olso  hove  specific  goals  and 
objectives,  as  corporonons  opply  the  pro- 
ducrivity  push  to  rhe  meeting  room 
Expect  the  agendo  to  be  packed  and  reol- 
ize  rhor  rhe  doys  of  lisrening  to  industry 
speakers  for  six  hours  ore  gone  Inrerocnon 
IS  rhe  by-word  now,  and  progroms  ore 
encompassing  oil  sorrs  of  new  rechniques 
rhor  enoble  rhe  pornciponrs  to  demon- 
srrore  whor  rhey  know  — ond  what  they 
need  ro  learn 

Wirh  rhe  romponr  developmenr  of 
horels,  resorts  ond  conference  cenrers  in 


rhe  U  5 ,  corporore  monogers  will  be  able 
ro  berrer  march  the  meeting's  environ- 
ment ro  the  mieenng's  purpose.  Recrea- 
tion ond  food  and  beverage  service  also 
will  be  odopred  to  the  business  executive's 
changing  preferences 

And  OS  convenienr  rronsporrotion 
becomes  o  more  imporronr  elemenr  in 
rhe  planning,  ciries  rour  rheir  oirline  con- 
necnons  and  corporonons  look  for  accessi- 
bility in  choosing  o  meenng  sire 

THE  HEED  TO  IflTERflCT 

I  n  rhe  posr,  bnnging  rhe  rroops  Together 
I  was  o  goal  unto  itself  But  todoy  o  meet- 
ing must  be  producrive,  borrom-line  on- 
enred  ond  musr  serve  o  specific  purpose. 
For  rhe  furure,  experrs  envision  more 
meenngs  ond  a  stronger  role  played  by 
corporations  in  professionol  educonon. 

Soles  meetings  ore  expecred  to  change 
in  complexion  os  the  trend  roword 
regionol  operorions  conrmues  More 


We 

Where 
Other  Hotels 
Leave 
Off 

Ideally  situated  downtown,  atop  the 
magnificent  new  Symphony  Towers, 
this  all  new  Marriott  Suites  Hotel 
offers  unsurpassed  views  of  nearby 
San  Diego  Bay,  world  famous  Balboa 
Park,  and  breathtaking  mountain  vis- 
tas. And  you're  only  a  short  walk  or 
drive  from  all  San  Diego  has  to  offer. 
The  hotel  features  264  richly 
appointed  suites  each  with  a  living 
room,  king-sized  bedroom  and  mar- 
bled bathroom.  Also  available  are 
space  for  small  meetings  and  confer- 
ences and  a  complete  health  club 
including  pool,  whirlpool  and  sauna. 
For  reservations,  call  Marriott  Nation- 
wide 800-228-9290,  or  contact  your 
travel  professional. 

SAN  DIEGO 

Harriott  Suites 

701  A  Street  •  San  Diego,  California  92101 
(619)  696-9800 

Other  Marriott  Suites  locations:  Atlanta  Midtown  • 
Atlanta  Perimeter  *  Chicago  O'Hare  •  Chicago  Downers 
Grove  •  Newport  Beach,  CA  •  Scottsdale.  A2  •  Wilming- 
ton, DE  •  Costa  Mesa,  CA  •  and  3  Washington  D.C. 
area  locations. 
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Business  Can 
Anms  Beneht  From 

AaE,SH.a^ECTIVE,. 


At  The  RitZ'Carlton,  Laguna  Niguel,  business  meetings  are  far  from  routine.  Southern  California's 
premier  resort  offers  elegant  conference  rooms  that  open  to  terraces  overlooking  the  Pacific.  A 
delightful  variety  of  settings,  both  in  and  out  of  doors,  for  gatherings  of  every  kind.  Even  a  confer- 
ence concierge  to  make  sure  everything  runs  smoothly  And  of  course,  service  throughout  that  is 
warm,  personal  and  uncompromising.  For  reservations,  or  for  further  information,  please  call 
714-240-2000  or  800-241-3333,  toll-free.  We'll  change  your  outlook  on  meetings  forever. 


The  Ritz-Carlton 

Lacuna  Niguel 

..^,^'77ir%ai4n^*)(!-;5CjCf/ie'W)ri,/« 
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regionol  offices  means  o  greorer  number 
of  meetings,  usuolly  held  closer  ro  home 
Alrhough  rhe  norionQl  soles  meeting  will 
remoin  imporronr,  rhis  evenr  will  hove  o 
brooder  ogendo,  providing  o  forum  for  rhe 
CEO  ro  chorr  direcnon  or  for  rhe  morkermg 
reom  ro  introduce  new  products 

To  attract  and  keep  top  people,  compo- 
nies  ore  extending  professional  training  to 
support  staff  as  well  as  to  the  soles  people, 
ond  rhe  number  of  training  meetings  is  on 
rhe  rise  Corporotions  hove  become  edu- 
cotors,  offering  training  progroms  ro  oil 
employees,  from  secretones  to  top  mon- 
ogers  Technical  personnel  olso  demond 
continual  training  to  keep  current  on 
sophisncoted  equipment 

THE  riEUJ  flGEnOfi 

Meetingsof  the  future  will  become  live^ 
her  offoirs  os  rhe  programs  ore 
adopted  to  the  baby  boomer  oudience 
This  group,  nurtured  on  television,  ploinly 
will  not  sir  still  for  hours  of  boring  speeches, 
however  educational  The  agendo  will  be 
voried,  with  lectures,  workshops,  oudicvi 
suol  presenronons,  quesnon-ond-onswer 
sessions  ond  role-ploying  incorporated 
into  rhe  program 

Alreody  there's  o  move  ro  quicken  the 
meeting  poce  Decouse  companies  ore 
condensing  more  progrom  into  fewer 
hours,  the  agendo  has  o  new  rhythm  The 
ortendees  ore  eager  for  bright,  welfpre 
senred  talks  that  will  hove  a  direcr  impocr 
on  them  — lengthy  theorencol  speech 
making  is  nor  well  received  Many  corpo- 
rotions ore  now  hiring  professionol 
speakers  ro  communicate  the  rhemes 
they  wont  reinforced 

Organizers  ore  finding  new,  more  inrer 
active  woys  to  reach  the  meeting  audi 
ence,  too  There  ore  severol  companies, 
for  instance,  thor  will  bring  in  a  self-con 
toined  gome  show,  with  glittering  ser  ond 
props,  and  on  emcee  rhot  will  customize 
the  questions  to  the  industry  group 

Another  new  rwist  encourages  audience 
pomciporion  A  high-tech  variation  on  the 
"show  of  hands,"  computerized  oudience 
response  systems  allow  every  member  of 
rhe  oudience  ro  regisrer  his  or  her  opinions 
with  o  bond  held  response  unit  that  hooks 
up  to  Q  computer,  which  tabulates  the 
group's  answers  This  has  been  used  for 
resting  knowledge  of  products  or  processes 
ond  ro  poll  rhe  oudience  on  its  opinions  of 
specific  problems  rhe  corf  jorotion  is  facing 

As  the  interaction  inside  the  meeting 
room  quickens,  so  does  tfie  octivity  in  the 
halls,  outside  those  rooms  Longer  coffee 
breaks  ore  being  scheduled  in  rhe  name  of 
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moking  rhe  meeting  more  producrive  It's 
during  these  breok  sessions  that  colleagues 
con  exchange  imrhediore  impressions, 
newcomers  con  talk  casually  with  veterons 
and  supervisors  can  gouge  employee 
morole  Coffee  breoks  olso  oilow  the 
attendees  time  to  check  in  with  the  office 
through  frequent  phone  colls 

Scheduling  hos  become  more  flexible  as 
monogemenr  learns  to  mold  the  meeting 
around  rhe  people  During  the  winter  in 
Lake  Tohoe,  for  instance,  meeting  groups 
ofren  hold  their  sessions  between  7  ond  10 
Q  m  ,  break  for  some  skiing,  ond  reconvene 
late  in  the  afternoon  Ar  the  other  extreme, 
conference  cenrer  meetings  often  go  from 
9am  through  9  p  m  ro  create  on  otmo- 
sphere  of  inrense  decision-making 

uuHERE  mEETine/ 
ARE  eoine 

Selecnng  rhe  best  site  for  o  meenng  is 
becoming  more  difficult  doily  With 
employees  bosed  oil  ever  the  world,  U  S 
corporations  must  rotate  their  meetings  to 
ccver  rhis  network 


Virruolly  every  city  in  the  country  con 
claim  credennols  as  a  meeting  center, 
boosnng  facilities  thot  coter  ro  groups 
Downrowns  ore  renovonng  to  otrroct  visitors, 
and  smoll  rowns  ond  suburbon  oreos  ore 
esroblishing  convennon  focilines  (ond 
bureaus  ro  morket  them)  so  they  con  get 
the  word  our  we  wont  meetings 

Yet,  while  cines  from  Fbrtlond,  Moine,  to 
Portland,  Oregon,  promote  their  meeting 
facilities,  the  Sunbelt  continues  to  ortroct  o 
large  shore  of  meetings,  possibly  becouse 
more  companies  ore  opening  offices  in  rhe 
South  ond  possibly  because  worm  weorher 
IS  o  potent  Qttroction  About  35  percenr  of 
corporonons  hold  meermgs  in  California 


sometime  during  the  yeot;  with  Illinois,  Flor 
ido,  Texas  and  New  York  being  other  lead 
ing  states  for  meermgs 

Newcomers  like  Orlando  ond  Son  Anto 
nio  ore  giving  New  York  and  Chicago  srronc 
competition  in  this  morket.  Dur  some  cine: 
that  ore  profiting  from  meetings  can't  reoW) 
be  called  cities  In  the  parlance  of  socio 
logists,  they're  exurbs,  the  office/retoil 
housing  developments  built  along  the 
intersrotes  outside  of  urban  oreos 

Unlike  rhe  suburbs,  these  new  communi 
ties  operore  like  ciries,  providing  housing 
shopping,  dining  ond  recreation,  as  well  a: 
ample  spoce  for  office  porks  As  corpora 
nons  mcve  our  to  the  periphery  hotels  fol 
low;  allowing  componies  to  hold  meeting: 
close  to  heodquotrei's  Airport  convenience 
also  counts  as  a  feature,  pomculorly  for  shor 
meetings  called  ot  the  lost  minute 

Not  every  group  is  content  in  o  suburbor 
setting,  soy  meeting  organizers  Midrowr 
hotels  still  get  the  lorgesr  percentoge  of  the 
corporore  meeting  dollor 

HOTEL/: 
nBUVER'/mRRHiET 

At  this  point,  there's  on  abundance  oi 
hotels  very  willing  to  work  with  meet 
ing  groups  Up  until  two  yeors  ago,  hore 
growth  was  outpacing  the  demand  foi 
meeting  spoce  According  to  Loventhol  G 
Horwoth,  on  occounting  firm  that  track: 
lodging  industr/  trends,  rhe  increose  in  the 
totol  number  of  rooms  rhot  hove  come  or 
line  has  pushed  the  overage  occuponq 
rote  well  below  estimoted  breok-ever 
le^ls 

The  horel  indusrry  connnues  ro  develop 
properties  rhor  fir  o  very  specific  niche  In  rhe 
1980s,  rhe  srroregy  was  "segmentation,' 
ond  the  mojorchoins  continue  to  introduce 
new  brands,  mony  of  rhem  slotted  in  the 
moderotely-pnced  or  oll-suites  coregories 
Many  of  rhe  existing  oll-suites  hotels  ore 
adding  meermg  space  ro  occommodote 
corporote  groups 

Meenng  revenue  will  be  more  importon 
thon  ever  to  these  hotels  ond  groups  will  be 
oble  to  negotiate  deep  discounts  on  mos 
horel  rores  — if  their  demonds  ore  some 
whor  flexible  Timing  is  thecnncol  focroi;  so^ 
meeting  planners  In  orher  words,  resor 
rooms  during  peak  season  will  olwoy 
come  or  o  premium  and  space  or  down 
town  propemes  cjver  Q  weekend  will  usually 
be  o  bargain 

The  proliferotion  of  new  hotels  mokes  i 
easier  ro  select  the  ideal  environmenr  for  c 
meenng  — one  thot  will  match  the  goals  o 
the  program  —  os  well  as  ro  negoriote  gooc 
group  rotes  While  certoin  cines  hove  beer 
overbuilr  with  hotels  (ond  therefore  offe 
bargains),  it  would  be  difficult  to  find  onv 
metro  area  rhor  doesn't  offer  a  wide  selec 
rion  of  properties  ot  every  price  range 

Whor's  clear  is  rhot  hotels  ore  nor  simpi' 


loilTK 

ivelk[ 
desigiii 
Ai 
meisi 


1} 

De\-i 


cot 


When¥)u 
Care, 

It  Shows. 


When  you  care,  your  hotels  are 
Tionuments  to  comfort  and  luxury, 
four  rooms  and  all  your  facilities  are 
ivell-appointed  and  distinctively 
designed. 

And,  when  you  care,  your  cui- 
)ine  is  nothing  less  than  memorable. 
Everything  prepared  exceeds  your 
jests'  expectations. 

Finally,  when  you  care,  your  ser- 
vice is  exceptional.  Always  attentive, 
four  entire  staff  goes  out  of  its  way 
:o  make  your  guests  feel  special  and, 
Df  course,  right  at  home. 

That's  the  kind  of  care  that  goes 
j-ito  every  Doubletree  Hotel.  And  it 
:iot  only  shows,  it  shines. 

For  reservations,  call  your  travel 
Drofessional  or  1'800'528'0444. 


DOUBLETREE  HOnfELS 

WHEN  YOU  CARE,  IT  SHOWS. 


Albuquerque  ♦  Atlanta  ♦  Austin  ♦  Colorado  Springs  (Opens  1990)  ♦  Dallas(3)  •  Denver  ♦  Houston(3) 
Kansas  City  ♦  Los  Angeles  ♦  Louisville  (TTie  Seelhach)  ♦  Miami  ♦  Monterey  ♦  Nashville  ♦  New  Orleans 
Orange  County  •  Palm  Springs  •  Pasadena  ♦  Phoenix  ♦  St.  Louis  •  Salt  Lake  City  ♦  San  Diego  ♦  Santa  Clara 
Seattle(2)  ♦  Tucson  ♦  Tulsa(2)  ♦  Vail  ♦  Ventura 

Or  stay  with  Compri  Hotels  by  Doubletree,  another  fine  MetLite"  Company.  Call  1-800-4-COMPRl. 
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selling  rooms  They  ore  selling  "environ- 
menr "  The  new  rhinKing  is  ro  keep  guesrs 
happy;  o  horel  musr  odd  heolrh  clubs,  build 
nnore  bars  end  resrouronrs,  offer  special 
porry  services,  expand  irs  business  services 
ond  generally  be  so  orrrocrive  rhar  guesrs 
will  nor  be  monvored  ro  leave  rhe  grounds 

To  oppeol  ro  rhe  bob/  boom  clienrele,  a 
horel  musr  offer  guesr  rooms  rhor  are  mod- 
ern and  well-appoinred,  wirh  exrro  poinrs 
oworded  for  horel  omemnes  Even  rhe  low- 
budget  properties  hove  experienced  whar 
rhey  rerm  omeniry  creep'  os  guesrs'  sron- 
dords  of  occeprobility  edge  higher 

Corporore  groups  also  ore  demanding 
more  from  hotels  in  hosting  the  meeting 
The  emphosis  in  new  construction  is  on 
erecting  separate  spaces  for  meeting 
groups,  so  that  a  large  hotel  con  host  o 
number  of  functions,  without  one  group 
infringing  on  onorher  Common  ore  sepa- 
rate registranon  areas,  srare-of-rhe-arr  meet-^ 
ing  rooms  with  audicvisuol  equipmenr  built" 
in.  special  banquet  kitchens  that  coter  to 
groups,  and  designored  employees  called 
convention  services  monogers.  whose  job  it 
IS  to  moke  the  meeting  run  seamlessly 

Traditionally  conference  centers  hove 
promoted  their  facilities  as  being  devoted 
exclusively  ro  meeting  groups  since  rhey 
con  provide  on  "oll-business"  environment 

Although  the  conference  center  concept 
begon  in  the  Norrheost,  development  is 
moving  westward  Cenrers  hove  token  their 
meenng  services  o  step  furrher  by  offering 
ro  help  ser  up  rhe  program,  some  can  sup- 
ply a  standard  management  seminar, 
speakers  on  solesmonship  or  computer 
rroining  — ond  take  the  burden  of  meenng 
plonning  off  the  corporation 


Troditions  hoven't  died,  however  Busy 
people  also  ore  moking  time  for  o  llrrle  golf 
The  sport  hos  never  been  so  populor;  as  35- 
year-olds  (who  mighr  hove  scorned  rheir 
parents'  country  clubs)  ore  buying  their  firsr 
irons  and  taking  lessons 

According  ro  a  study  commissioned  by 
the  Notionol  Golf  Foundation,  the  number 
of  players  is  growing  three  times  os  fast  as 
the  generol  population  growth,  with  over 
40  percent  of  new  ployers  being  women 
To  meet  this  demond,  courses  ore  being 


ij   


f 


built  quickly  and  hotels  boost  of  their 
'designer  labels"  (orchirects  Jock  Nicklous, 
Tom  Fazio,  Pvobert  Trent  Jones  Jr  and  5r,  Tom 
Weiskopf  among  rhem)  that  odd  status  to 
their  courses 

Many  professionol  golfers  ore  ovoiloble 
for  guest  oppeorances  at  corporate  outings 


PECREflTIOn  R  PRIORITV 

hile  meetings  ore  gernng  shorter  and 
I'T  lore  intense,  recreation  ploys  a  vitol 
port  of  the  meenng  program 

fAecreorion  trends  ore  following  the 
oging  bob/  boomers  r\unning  may  be  on 
the  downhiil  slope,  but  wolking  is  in  high 
geor  Man/  resorts  hove  morked  wolking 
trolls  for  guesrs  ond,  in  fitness  centers,  tread- 
mills and  sroir  mochmes  ore  getting  heavy 
use  Following  rhe  cl '  business  approach  ro 
firness.  heolrh  spos  r;o>ye  become  rhe  new 
hoven  for  corporore  ger  rogerhers,  some 
will  cusromize  rheir  e-ercise  regimen 
oround  rhe  meenng  scfiecjie 

Ourdoor  recreonon  hos  become  o  bir 
more  odvenrurous  White  v/orerrofrmg,  des- 
err  jeep  rides,  hor  oir  bollcjoning  skiing, 
snowmobile  rollies  ond  horseback  nding 
ore  popular  ocrivines  for  meeting  orrendees 
who  like  the  wind  in  their  foce 


FOOD  RflO  ORIDHi: 
RLL  in  mODERRTIOn 

While  the  fitness  phenomenon  is  creat- 
ing more  aerobics  classes  and  fun 
runs,  ir  is  also  hoving  o  profound  effecr  in 
rhe  bonquer  room  Meenng  organizers  ore 
odjusnng  rheir  menus  ro  give  meenng 
guesrs  more  of  less  Wirh  requesrs  for  more 
low-colone,  low<holesrerol  food,  meenngs 
hove  rurned  owoy  from  eggs  ond  Danish 
and  rurned  reward  bron  muffins  and  fruir 

Erhnic  food  is  slowly  goining  occepronce 
omong  meenng  guesrs,  bur  since  ir's  more 
diff  iculr  ro  gouge  o  group's  rosre  for  unusual 
cuisine,  many  meenngs  hove  adopred  rhe 
inrernononol  buffer  idea,  so  rhor  Japanese 
and  Thai  selecnons  ore  served  olongside 
Irolion  posro 

The  old  buffer  roble  has  been  reploced 
ty  mulriple  food  sronons,  often  decorored 
in  vonous  counrry  rhemes  Nor  only  does 


rhis  grazing  maximize  choice,  ir  allows  peo- 
ple even  more  networking  rime. 

Cockroil  parries  remain  rhe  pnncipol 
oreno  for  making  conrocrs  and  making  o 
poinr,  despire  rhe  focr  rhor  rhe  American 
meenng  goer  is  becoming  more  sober 
eyery  year  Faced  wirh  new  liabiliry  con- 
cerns, corporonons  ore  discouraging 
exrended  bor  seivice,  ond  rheir  employees, 
ro  keep  a  professional  edge,  ore  drinking 
much  less 

RIRUnE  CHRLLEflGE 

When  ir  comes  ro  business  rravel,  ger- 
nng rhere  hos  never  been  half  rhe 
fun.  And  in  rhis  deregulored  age  of  airline 
mergers,  rhe  hub-ond-spoke  sysrem,  pen- 
olr/  fores  and  overcrowded  rerminals,  rhe 
meenng  on^endee  hopes  only  rhor  he  con 
ger  rhere  wirh  o  minimum  of  hassle 

Air  rroffic,  which  wos  esnmared  or  455 
million  passengers  in  1989,  is  expecred  ro 
surpass  800  million  passengers  by  rhe  year 
2000  The  srrain  on  oirlines,  oirports  ond  rhe 
rroveling  public  is  olreody  being  felr 

Meenngs  will  be  offecred  in  several  ways. 
Firsr,  componieswill  hove  ro  moke  meenng 
schedules  more  flexible  ro  compensore  for 
flighr  deloys  Secondly  air  rravel  cosrs  will 
vory  considerobly,  going  up  or  down 
depending  on  rhe  desnnonon  (and  city  of 
ongin),  rhe  nme  of  year  and  doys  of  rhe 
week 

NVirh  deregulonon,  rhe  airlines  hove 
come  ro  recognize  rhe  imporronce  of  rhe 
meenngs  business  Most  hove  group  soles 
desks  rhor  can  negonore  wirh  meenng 
organizers  ond  offer  special  services,  such 
OS  hospirolit/  rooms  or  oirporrs,  designored 
searing  orrongemenrs,  onboard  omemnes, 
promorionol  ossisronce  ond  speciol  lug- 
goge  handling  Some  comers  ore  equipped 
ro  advise  on  sire  selecnon  and  help  moke 
group  reservonons 

REflTinG  R  CRR 

R enrol  cor  componies  also  figure  inro  rhe 
meenng  picrure,  pomculorly  when  ir'so 
VIP  gorhenng  or  o  meering  held  or  o  resorr. 
Groups  con  negonore  special  rares  with 
the  major  cor  rental  componies,  but  the 
discounts  vory  quire  o  bir  based  on  whor  rhe 
rroffic  will  bear  According  ro  research  done 
b/  Hertz,  the  Mondoy-Wednesdoy  period  is 
heoviesr  for  business  rrovelers,  rhe  end  of 
rhe  week  rores  ore  usually  cheaper;  rhe 
monrhs  of  July-Seprember  ond  December 
will  find  renr-o-cor  companies  eager  ro 
deol 

The  majors  — including  Herrz,  Avis  and 
Dudger  Rvenr-A-Cor  — hove  group  soles 
deporrmenrs  rhor  offer  rhe  following  spe- 
ciol services  for  a  corporore  meenng  desig- 
nored reservonons  conrocrs,  a  roll-free 
number  ro  rhe  meering  services  desk  and 
a  speciol  line  or  rhe  check-in  counrer 
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Here  are  6  places 
you  can  hold  your  next  meeting. 

We  have  over  100  more. 


where  you  have  your  meeting  can  be  crucial  to  its 
success.  Let  TWA  guide  you  to  a  site  that  is  appro- 
priate and  cost-effective  — and  provides  a  little  fun. 

Broad  choice  of  destinations. 

TWA  flies  to  more  than  100  cities  in  the  continen- 
tal U.S.,  plus  Hawaii;  23  cities  in  Europe  and  the 
Middle  East;  as  well  as  the  Bahamas  and  the  Carib- 
bean. This  extensive  domestic  and  international  net- 
work—which includes  Trans  World  Express  regional 
airlines  —  gives  you  an  exceptional  array  of  choices. 

A  complete  meeting  planning  service. 

When  you  choose  TWA  as  your  official  carrier, 
you  have  your  own  TWA  Meeting  Specialist  to  han- 
dle the  details  from  start  to  finish. 

Site  selection  to  transportation,  registration  to 
recreation,  accommodations  to  administration.  We 
can  do  it  all.  Or  just  a  little.  It's  up  to  you. 

We'll  work  with  you  or  your  travel  agent.  Either 
way  we  help  you  get  the  most  out  of  your  budget. 
For  example,  your  meeting  attendees  can  enjoy 


special  airfares  on  TWA.  Even  if  they  all  come  from 
different  locations. 

What's  more,  when  attendees  fly  TWA  to  the  meet- 
ing, they  will  receive  2,000  Frequent  Flight  Bonus  Miles, 
in  addition  to  the  actual  miles  flown.  And  if  they're 
not  FFB*  members,  they'll  be  enrolled  automatically 

Call  1  800  TWA-MEET 

Talk  to  a  TWA  professional  meeting  planner 
before  your  next  meeting.  We'll  find  the  right  place 
and  help  you  come  through  with  flying  colors. 


Meeting  Services 
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One  small  step... 


Twenty  years  ago,  the  U.S.  Space  Program  took  us  to 
ttie  moon  and  showed  us  the  greatness  that  was 
possible  if  we  only  dared  to  dream. 

And  twenty  years  ago,  Presidential  Classroom  brought  its 
first  group  of  outstanding  high  school  juniors  and  seniors  to 
Washington,  D.C.,  to  take  their  first  steps  in  witnessing 
American  democracy  in  action. 

Just  like  the  first  astronauts  to  land  on  the  moon,  the 
young  men  and  women  who  participate  in  Presidential 
Classroom's  Senior  High  School  Program  each  year  dream 
about  the  future.  Filled  with  enthusiasm  and  the  desire  to 
learn,  these  gifted  young  scholars  come  to  the  nation's  capital 
to  meet  with  those  who  govern  this  country:  Members  of 
Congress  Senators.  White  House  officials.  Joint  Chiefs  of 
Staff.  Ambassadors.  These  students  of  democracy  are  the 
promise  of  tomorrow.  They,  and  those  who  support  them,  are 
investing  in  America's  future. 

Great  journeys  begin  with  a  dream  and  one  small  step. 
Presidential  Classroom  helps  the  journey  begin. 

For  a  copy  of  Presidential  Classroom's  brochure  describing 
our  domestic  and  international  programs,  or  information  on 
the  Corporate  Partnership  Program,  please  contact: 
Presidential  Classroom,  441  North  Lee  Street, 
Alexandria,  Virginia  22314-2346 
1-800-441-6533,  (In  Virginia,  703-683-5400) 

Presidential  Classroom 

Where  the  leaders  of  tomorrow 

meet  the  leaders  of  today. 
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Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 

Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  rovj  opportunities 

•  new  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National /Regional/Custom 

FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street,  Suite  200 
Woburn,  Massachusetts  01 801 
(617)  932-3939  •  FAX  (617)  932-6335 
TLX  497-2961  CRPTECH 


FIGHT 


DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
^Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  ( 
of  the  worst  diseases  of 
our  time. 
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LEASE  AVOIYO  WITH  THE 
MOST  ATTRACTIVE  TERMS  YET. 

YOUR  OWN. 


The  perfect  automobile  lease  for 
you  might  last  six  years.  Or  maybe 
two.  You  might  not  want  any  down 
payment  Or  maybe  you  d  rather  put 
some  money  down  to  reduce  your 
monthly  costs.  And  perhaps,  too, 
you  d  like  to  buy  your  car  when  the 
lease  ends. 

No  matter  what  you're  looking  for 
in  a  lease,  look  no  further  than  your 
participating  Volvo  dealer  Where 
right  now,  during  our  special  leasing 
program,  you  can  choose  from  a 
wide  variety  of  options  to  get  the 
lease  thats  right  for  you. 

Better  still,  your  dealer  is  also 
offering  especially  low  monthly  pay- 
ments on  every  leasing  arrangement. 
Whether  you  choose  the  legendary 
Volvo  240,  the  luxurious  760,  the 
limited  edition  780,  or  any  other 
model  in  the  Volvo  line. 

See  your  participating  Volvo 
dealer  soon.  Because  while  his  leas- 
ing terms  are  flexible,  the  deadline 
for  this  offer  isn't. 

VOLVO 

A  car  you  can  believe  in. 


*()fl'ercil  by  parlicipaling  Volvo  dealers  to  qualified  and 
approved  customers  through  April  30,  IWO.  Customer  must 
take  delivery  out  of  dealer  stock  by  May  10, 1990.  Price 
based  on  a  hO-month  closed-end  lease  for  1990  models 
shown.  Subject  to  availability.  To  determine  total  lease 
payments,  multipiy  slated  monthly  payment  by  60.  Down 
payment  of  $2,000  on  240  DL,  $3,000  on  740  GL,  $3,000  on 
760  Turbo  Sedan.  $  1000  on  780  Tbrbo  required  in  this 
example.  First  monthly  payment  plus  $42.^  documentation 
fee  required  in  advance  in  each  example.  Customer 
responsible  for  taxes,  registration  and  title  fees.  15  cents  per 
mile  over  75,000.  Option  to  purchase  at  end  of  lease  at 
price  equal  to  fair  wholcv;le  market  value  based  on  N  ADA 
Used  Car  Guide.  Lessee  responsible  for  maintenance  and 
repairs  not  covered  by  warranty,  as  well  as  abnormal  wear 
and  tear  See  your  Volvo  dealer  for  complete  details. 
Subject  to  approval  by  Volvo  Finance  North  America,  Inc. 
»  two  VOLVO  FINANCE  NORTH  AMtKIC  A,  IN( 


MONTHLY 
mVMENTS 
AS  l-OW  AS 


$240.42 


740  GL 


MONTHLY 
HAYMbNTS 
AS  LOW  AS 


$256.04 


760  Turbo 


Ml  iNTHL"! 
PAYMENTS 
AS  LOW  AS 


$180.18 


780  Turbo 


MONTHLY 
WYMENTS 
AS  LOW  AS 
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THIS  OFFER  ENDS  APRIL  30. 1990. 
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J.  p.  Morgan 
Index 


52  week  change 
+  14.6% 


1  -week  change 
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52-week  change 
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RKET  ANALYSIS  j 

%  change 

TOCKS 

Latest 

Week  52-week 

ONES  INDUSTRIALS 

2669.6 

1.6 

16.3 

MPANIES  (Russell  1000) 

176.1 

1.5 

13.1 

COMPANIES  (Russell  2000) 

160.9 

2.0 

1.9 

MPANIES  (Russell  3000) 

187.8 

1.6 

12.2 

%  change  (local  currency) 

>N  STOCKS 

Latest 

Week 

52-week 

«j  (FINANCIAL  TIMES  100) 

2230.3 

-1.1 

7.1 

(NIKKEI  INDEX) 

33,362.3 

-3.6 

4.8 

rO  (TSE  COMPOSITE) 

3728.6 

1.1 

2.6 

USTRY  GROUPS  1 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

8.2% 

8.0% 

8.6% 

30-YEAR  TREASURY  BOND  YIELD 

8.6% 

8.5% 

8.9% 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.2% 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

14.7 

14.4 

1 1.9 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/coll  ratio 
insider  sentiment:  Vickers  sell/buy  ratio 

342.0 
30.6% 
0.32 
0.82 

342.7 
25.5% 
0.38 
0.82 

Negative 
Neutral 
Neutral 
Positive 

%  change 


BRIDGE  INFORMATION  SYSTEMS  INC 


change 


WEEK  LEADERS 


4-week 

52-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

1 1.8 

-9.6 

FEDERAL  EXPRESS 

14.5 

0.5 

52^/4 

1 1.3 

22.8 

GREAT  WESTERN  FINANCIAL 

13.0 

11. 2 

17% 

10.6 

24.4 

ORACLE  SYSTEMS 

18.3 

100.0 

241/4 

9.6 

-4.4 

CHRYSLER 

10.2 

-35.0 

175/8 

9.0 

31.6 

REEBOK 

13.3 

33.0 

18V8 

SPORTATION  SERVICES 


iGS  AND  LOANS 


>UTER  SOFTWARE  AND  SERVICES 


IMOBILES 


change 


change 


WEEK  LAGGARDS 


4- week 

52-week 

Weakest  stock  in  group 

4-week 

52-week 

Price 

-7.5 

31.0 

ECHO  BAY  MINES 

-19.8 

8.1 

16  3/4 

-6.1 

-22.5 

TEKTRONIX 

-18.8 

-38.3 

i3y2 

-4.6 

31.9 

UNILEVER 

-7.8 

19.2 

73% 

-3.4 

25.9 

PFIZER 

-1 1.9 

10.2 

61 

-3.2 

21.5 

McDonalds 

-4.5 

26.1 

32 

MINING 


iUMENTATION 


lEHOLD  PRODUCTS 


;s 


iURA.NTS 


TUAL  FUNDS 


MORNINGSTAR  INC. 


RS 

ek  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

TY  STRATEGIES 

LITY  SELECT  COMPUTERS 

LITY  SELECT  ELECTRONICS 

28.5 
9.7 
9.0 

STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
INTERNATIONAL  INVESTORS 

-29.9 
-22.6 
-17.5 

k  total  return 

% 

52-week  total  return 

% 

LITY  SELECT  ENERGY  SERVICE 
JAPAN  GROWTH 

NCIAL  STRATEGIC  HEALTH  SCIENCES 

48.9 
43.9 
43.1 

PRUDENT  SPECULATOR  LEVERAGED 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

UNITED  SERVICES  LOCAP 

-23.2 
-13.9 
-1 1.4 

4-week  total  return 


ggj  Averoge  funcj 


52-week  total  return 


ATIVE  PORTFOLIOS 


amounts 
ent  the  present 
af  $10,000 
id  one  year 
each  portfolio 

ages  indicate 
Y  total  returns 


U.  S.  stocks 
$11,785 


nil 


-2.32% 


Treasury  bonds 
$11,449 

-1.62% 


Money  market  fund 
$10,735 

+  0.15% 


Gold 

$10,490 

-0.54% 


DATA  RESOURCES  INC, 


Foreign  stocks 
$10,437 

-0.54% 


on  this  poge  ore  as  of  market  close  Wednesdoy,  Mor.  7,  1990,  unless  otherwise  indicofed- 
groups  include  S&P  500  companies  only;  performance  and  share  prices  ore  as  of  market  close 


Mar.  6.  Mutual  fund  returns  are  as  of  Mar.  2.  Relative  portfolios  ore  valued  os  of  Mar,  6.  A  more 
detailed  explanation  of  this  page  is  ovoiloble  on  request. 
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itorials 


MORE  POWER  TO 
THE  SHAREHOLDERS 


R: 


lemember  when  the  voting  of  proxies  at  corporate 
annual  meetings  was  a  dull  and  routine  affair,  occa- 
Lsionally  enlivened  by  the  antics  of  a  small  group  of 
professional  gadflies?  No  more.  A  growing  number  of 
pension  funds  and  other  institutional  investors  are  no 
longer  willing  to  give  perfunctory  approval  to  all  manage- 
ment proposals.  And  both  the  Securities  &  Exchange 
Commission  and  Congress  are  finally  paying  heed  to 
their  pleas  to  overhaul  the  proxy  voting  process  so  that 
the  views  of  large  shareholders  carry  the  weight  they 
deserve. 

It's  about  time.  The  proxy  voting  system  has  always  been 
stacked  too  heavily  in  favor  of  management,  but  it  took  the 
advent  of  golden  parachutes,  greenmail,  poison  pills,  and 
other  practices  harmful  to  shareholder  interests  to  bring 
investor  discontent  with  the  system  to  a  boil. 

To  remedy  the  situation  and  make  the  process  fairer,  the 
SEC  should  require  that  voting  be  strictly  confidential,  that  it 
take  place  within  a  prescribed  time  span,  and  that  ballots  be 
tabulated  by  independent  outsiders.  Under  current  rules, 
management  can  review  ballots  as  they  come  in,  it  can 
pressure  shareholders  to  change  their  votes,  and  it  can  even 
extend  the  voting  period  to  give  itself  the  time  it  needs  to 
round  up  favorable  votes. 

The  SEC  should  also  establish  a  minimum  period  between 
the  mailing  of  a  proxy  statement  and  a  vote,  so  that  inves- 
tors have  enough  time  to  evaluate  an  issue.  Significant 
shareholders  should  also  be  given  easier  access  to  sharehold- 
er lists,  as  well  as  more  space  in  proxy  statements  to  pres- 
ent their  own  proposals.  And  shareholders  should  be  able  to 
nominate  directors  more  easily. 

Since  most  proxy  votes  are  advisory  and  nonbinding,  such 
changes  would  not  threaten  management's  ultimate  power. 
But  they  would  make  managers  more  accountable  and  en- 
hance the  dialogue  between  them  and  the  owners  of  the 
companies  that  they  oversee.  In  today's  challenging  business 
climate,  the  voices  of  concerned  shareholders  are  too  impor- 
tant to  be  ignored. 


THE  WEST  MUST  HELP 
A  POiSOHED  EAST 


As  Western  governments  try  to  help  foster  the  revival 
of  Eastern  Europe,  they  are  witnessing  firsthand  the 
enormous  difficulties  nations  face  in  moving  from  a 
command  economy  to  a  market  system.  But  they  are  also 
learning  a  darker  lesson:  the  frightening  damage  that  envi- 
ronmental degradation  can  do  to  the  physical  well-being  of  a 
nation's  people  and  to  its  economic  health. 

Aided  by  loose  environmental  rules  and  the  stifling  of 
public  outcry,  the  East's  centralized  economies  have  spent 
four  decades  stressing  heavy  industry — and  ignoring  its  im- 


pact on  the  environment.  Now,  formerly  suppressed  repoi 
are  revealing  the  extent  of  the  damage:  severely  reducji.': 
crop  yields,  ravaged  forests,  poisoned  water  supplies,  air 
polluted  that  towns  evacuate  their  children  for  weeks 
a  time,  chronic  illnesses,  and  reduced  life  expectanc; 
(page  114).  The  tragic  human  toll  has  inevitable  econo; 
consequences.  The  World  Bank  estimates  that  10% 
Poland's  gross  national  product  is  lost  because  of  illm 
and  because  much  of  its  water  is  contaminated  and  can't 
used  by  industry. 

The  lesson  for  the  West  is  clear:  In  Eastern  Euro 
economic  restructuring  and  ecological  repair  are  insepara 
Some  Western  European  countries  are  offering  environmi 
tal  assistance,  partly  because  the  proximity  of  the  E; 
makes  its  pollution  problems  their  own.  But  more  has 
be  done.  The  habit  of  using  Eastern  Europe  as  a  garba 
dump  for  industrial  waste  from  the  West  must  stop.  We 
em  investment  and  economic  aid  must  include  strict  envin 
mental  criteria.  If  the  West  is  serious  about  helping  the 
nations  solve  their  economic  problems,  it  must  focus  on  thi 
environmental  problems  as  well. 


DON'T  FORGET 

LEO  MELAMED'S  LESSONS 


The  retirement  of  Leo  Melamed  as  head  of  Chicago 
Mercantile  Exchange  marks  the  passage  of  the 
tures  industry  from  adolescence  to  maturity, 
lamed's  achievements  are  legendary.  It  was  he  w' 
glimpsed  in  the  breakdown  of  the  fixed-exchange-rate  s; 
tem  in  1972  the  promise  of  trading  in  a  new  commodr 
currencies.  Later,  he  led  the  industry  into  stock-index 
tures  and,  still  later,  the  first  international  exchange  link' 
Melamed  got  attention  on  Capitol  Hill  after  the  1987  stoi 
market  crash  by  warning  Congress  not  to  let  overregulati 
push  futures  trading  to  Japan.  And  when  news  broke  o: 
government  sting  on  Chicago's  exchanges  that  yielded 
dictments  of  45  traders,  Melamed  quickly  initiated  sweepi 
reforms,  averting  a  wholesale  housecleaning  by  the  "outs: 
ers"  in  Washington  and  vowing  to  put  "the  fear  of  Goi 
into  would-be  thieves  in  trading  jackets. 

Melamed's  departure  leaves  the  futures  industry  firm 
entrenched  in  the  global  financial  marketplace,  but  facit 
new  challenges.  The  exchanges  must  settle,  for  goo 
the  regulatory  anomaly  that  prevents  the  Securities 
Exchange  Commission  from  regulating  stock-index  future 
defying  logic  and  the  interests  of  stable  markets.  They  mu 
fairly  and  aggressively  police  floor  trading  and  dissol 
the  cronyism  that  has  threatened  to  frustrate  such  effor 
in  the  past.  Along  with  the  Chicago  Board  of  Trad 
the  Merc  must  implement  Globex,  the  global  computerizf 
trading  system  whose  development  Melamed  supported 
essential  to  maintaining  Chicago's  position  in  internation 
futures  trading. 

Asked  to  look  back  upon  his  career  recently,  Melam< 
mused:  "There  are  some  footprints  in  the  sand  I  am  veij 
proud  of."  Now,  his  successors  must  ensure  that  thoi 
footprints  aren't  washed  away. 
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AN  ON-GOING  THING 


Suppose,  today,  you  made  the  decision  to 
purchase  an  Infiniti  Q45  luxury  sedan  or  M30 
sports  coupe. 

Now  race  ahead  in  your  imagination  to  the 
year  1995. 

Based  on  our  continuing  commitment  to  cus- 
tomer service,  this  is  what  those  five  years  of 
ownership  might  be  like. 

In  those  five  years,  Infiniti  will  have  contacted 
you  regularly  to  make  certain  that  your  car  is 
living  up  to  your  expectations  and  that  your 
ownership  experience  has  remained  positive. 

Minor  service  procedures,  every  repair,  visits 
to  the  dealership— for  whatever  reason— will 
be  kept  as  part  of  a  computerized  file. .  .a  per- 
sonal history  of  your  Infiniti.  Should  you  move 
from  the  area;  should  you  require  service 
elsewhere,  that  file  can  be  called  up  by  any 
other  Infiniti  dealer  in  the  country 

We  hope  with  this  approach  to  ensure  stead- 
ily higher  levels  of  service  over  your  years  of 
ownership. 


Along  these  lines,  Infiniti  will  have  a  roadside 
assistance  and  warranty  program*  that  will 
exceed  the  standards  for  such  service  ac- 
tivities. Additionally  Infiniti  will  encourage 
and  reward  high  levels  of  customer  satisfac- 
tion achievement  from  our  dealers. 

Infiniti  dealership  employees  will  attend 
periodic  training  and  career  development 
programs.  They  are  modeled  after  training 
curricula  designed  for  many  of  America's 
most  progressive  customer-oriented  retailers 
and  service  companies. 

We  believe  that  an  Infiniti  is  not  simply  an 
automobile,  it  is  an  automobile  and  an  agree- 
ment to  provide  the  h  ighest  level  of  service  for 
as  long  as  you  own  the  automobile. 

If  you  believe  there's  some  merit  to  this 
approach,  or  if  this  is  the  kind  of  approach  that 
you'd  like  to  know  more  about,  call  us  for 
the  name  of  the  Infiniti  dealer  nearest  you: 
1-800-826-6500. 

Thank  you. 
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If  you'd  like  to  put 
your  company  on  the  cutting  edge  of 
facsimile  technology,  start  cutting. 


NEFAX  200. 

Directory  Dialing 
eliminates  the  need  to  dial 
fax  numbers  manually. 


I'd  like  to  know  more  aboul  the  compact 
NEFAX  200  Please  have  one  of  your  facsHiiile 
experts  call  me  for  a  free  assessment  ol  all 
my  fax  needs 


Name. 
Title  _ 


Company. 

Address  

City  

State  

Telephone. 


Zip. 


Mail  this  coupon  to  NhC,  Attention:  F-AX. 
S  Old  Sod  Farm  Road,  Melville.  NY  11747 


"1  r 


NEFAX  300. 

CCITT  Error  Correction  Mode 
ensures  superior  fax  quality. 


I'd  like  to  know  more  about  the  affordable 
NEFAX  ?iOO.  Please  have  one  of  your  facsimile 
experts  call  me  for  a  tree  assessment  of  all 
my  fax  needs 

Name  

Title  

Company  

Address  

City  

Stale  


Zip_ 


Telephone  

Mail  this  coupon  to  NEC,  Attention:  FA.X. 
X  Old  Sod  Farm  Road.  Melville,  NY  1 1747 


NEFAX  400. 


Snap-on  memory  cards 
for  big-time 
memory  capabilities. 


I'd  like  to  know  more  about  the  memorable 
NEFAX  400  Please  have  one  of  your  facsimile 
experts  call  me  for  a  free  assessment  of  all 
my  fax  needs. 


Nanie. 
Title_ 


Company  _ 

Address  

City  

State  

Telephone. 


Zip. 


Mail  this  coupon  to  NEC,  Attention:  FA.X. 
X  Old  Sod  Farm  Road,  Meh  ille,  NY  11747 


Or  call  1-800-STARFAX  now. 
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PRODUCTION 

Change  from  last  week:  0.4% 
Change  from  last  year:  0.1% 


1967—100,  Four-week  moving  average 
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The  production  index  increased  for  the  week  ended  Mar.  3.  On  a  seasonolly 
adjusted  basis,  output  of  trucks,  lumber,  electric  power,  rail-freight  traffic,  and  cool 
all  rose.  Auto  and  crude-oil  production  declined.  Steel,  paper,  and  paperboard 
output  was  unchanged  from  the  previous  week.  Before  calculation  of  the  four-week 
moving  overage,  the  index  moved  up  to  179.3  from  178.1.  For  the  month  of 
February,  the  index  rose  to  177.3  from  January's  level  of  175.3. 

BW  production  index  copyright  1990  by  McGrow-Hill  Inc 


LEADING 

Change  from  last  week:  0.3% 
Change  from  last  year:  4.9% 
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The  leading  index  advanced  for  the  week  ended  Mar.  3,  after  exhibiting 
marked  weakness  in  the  previous  13  weeks.  Higher  stock  prices,  a  smaller  decline  in 
materials  prices,  and  faster  growth  in  M2  offset  a  drop  in  the  growth  rote  for  real 
estate  loons  and  on  increase  in  business  failures.  Bond  yields  were  unchanged  for  the 
week.  Before  calculation  of  the  four-week  moving  overage,  the  index  rose  to  216.3, 
from  215.4.  In  February,  the  index  fell  to  215.3,  from  216.1  in  January. 

Leading  index  copyright  1990  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (3/10)  thous.  of  net  tons 

1,909 

l,839ff 

-4.7 

AUTOS  (3/10)  units 

134,086 

131,289r# 

-14.4 

TRUCKS  (3/10)  units 

82,788 

82,169r?: 

-8.5 

ELEQRIC  POWER  (3/ 1 0)  millions  of  kilowatt-hours 

53,145 

55,1 46 

-4.5 

CRUDE-OIL  REFINING  (3/10)  thous.  of  bbl./day 

12,916 

13,316# 

1.0 

COAL  (3/3)  thous.  of  net  tons 

1 9,903  # 

20,235 

0.6 

PAPERBOARD  (3/3)  thous.  of  tons 

766.6* 

766.4r 

2.6 

PAPER  (3/3)  thous.  of  tons 

768.0  # 

764.0r 

-0.4 

LUMBER  (3/3)  millions  of  ft. 

526.5# 

51 1.2 

12.9 

RAIL  FREIGHT  (3/3)  billions  of  ton-miles 

19.8* 

19.4 

0.0 

Sources:  American  Iron  &  Steel  Inst  ,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept  ,  American  Paper  Inst.,  WWPA',  SFPA-,  Association  o1 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/14) 

152 

151 

131 

GERMAN  MARK  (3/14) 

1.71 

1.70 

1.87 

BRITISH  POUND  (3/ 14) 

1.61 

1.64 

1.72 

FRENCH  FRANC  (3/14) 

5.79 

5.76 

6.33 

CANADIAN  DOLLAR  (3/14) 

1.17 

1.19 

1.19 

SWISS  FRANC  (3/14) 

1.53 

1.50 

1.61 

MEXICAN  PESO  (3/14)^ 

2,759 

2,754 

2,375 

Sources:  Ma|or  New  York  bonks.  Currencies  expresseci 
British  pound  expressed  in  doilors. 

n  units  per  U 

.  S.  dollar,  e 

xcept  for 

PRias 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/1  4)  $/troyoz. 

398.750 

400.500 

1.5 

STEEL  SCRAP  (3/ 13)  #1  heavy,  $/ton 

100.50 

100.50 

-13.0 

FOODSTUFFS  (3/12)  index,  1967=100 

218.6 

216.6 

-5.4 

COPPER  (3/10)  ?/lb. 

125.9 

1 19.3 

-18.2 

ALUMINUM  (3/10) /lb. 

69.5 

68.8 

-31.2 

WHEAT  (3/10)  #2hard,  $/bu. 

4.01 

4.12 

-11.1 

COTTON  (3/10)  strict  low  middling  1-1/16  in.,  ?/lb. 

68.26 

66.15 

20.4 

Sources;  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Konsos  City  mkt.,  Memphis  mkt. 


LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (3/9)  S&P  500 

337.36 

331.82 

14.8 

CORPORATE  BOND  YIELD,  Aaa  (3/9) 

9.35% 

9.26% 

-3.9 

INDUSTRIAL  MATERIALS  PRICES  (3/9) 

103,0 

102.4 

-1.2 

BUSINESS  FAILURES  (3/2) 

264 

223 

-5.7 

REAL  ESTATE  LOANS  (2/28)  billions 

$362.3 

$361.5 

13.7 

MONEY  SUPPLY,  M2  (2/26)  billions 

$3,273.7 

$3,264. 2r 

6.3 

INITIAL  CUVIMS,  UNEMPLOYMENT  (2/24)  thous. 

346 

362 

17.3 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980  —  100),  Dun  & 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season- 
oily  adjusts  dote  on  business  failures  and  real  estate  loons. 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Mnnth 
ago 

%  Change 
year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (Feb.) 

177.3 

175.3r 

0.9 

BUSINESS  WEEK  LEADING  INDEX  (Feb  ) 

215.3 

216.1r 

4.7 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (Feb.) 

1 18.0 

117.9 

1.1 

UNEMPLOYMENT  RATE,  CIVILIAN  (Feb.) 

5.3% 

5.3% 

1.9 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%  Change 
year  age 

MONEY  SUPPLY,  Ml  (2/26) 

$804.9 

$800.4r 

2.1 

BANKS'  BUSINESS  LOANS  (2/28) 

323.4 

321. Or 

3.2 

FREE  RESERVES  (3/7) 

690 

-356r 

NM 

NONFINANCIAL  COMMERCIAL  PAPER  (2/28) 

136.2 

136  5 

23.5 

Sources:  Federal  Reserve  Board  (in  billions,  except  tor  free  reserves 
a  two-week  period  in  millions). 

which  ore  expressed  for 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/13) 

8.23% 

8.21  % 

9.83% 

PRIME  (3/14) 

10.00 

10.00 

1 1.50 

COMMERCIAL  PAPER  3-MONTH  (3/13) 

8.30 

8.21 

9.87 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/i4) 

8.47 

8.28 

10.09 

EURODOLLAR  3-MONTH  (3/7) 

8.31 

8.26 

10.03 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  dote  in  the  production  indicators  are  seasonally  odiusted  in  computing  the  BW  index  (chart);  other  components  (estimated  ond  not  listed)  include  machinery  ond  defense  equipment. 
1  —  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  avoiloble         r  =  revised         NM  =  Not  meaningful 


6  BUSINESS  WEEK/MARCH  26,  1990 


The  success  book  for  the  turbulent  '90s 


that  shows  you 


HOW 
TO  GET 
THEPE 

ADmNTAGE 


Competitive  advantage  is  created  when  your 
people  do  their  jobs  in  such  consistently 
superior  ways  that  your  customers  value  the 
difference. 

Managing  today  is  managing  people- 
leading  them  toward  changes  and  improve- 
ments that  will  match  the  intensity  of  the 
challenges  you  and  your  organization  face. 

The  high-payout  management  skill  for  the 
'90s  is  the  ability  to  establish  partnerships  with 
all  of  those  who  have  a  stake  in  what  happens 
to  your  business.  You  need  to  get  all  the 
influences  on  the  change  process  moving  in  the 
same  direction. 

Forging  the  Productivity  Partnership  shows 
you  how  to  take  personal  command  of  the 
behavior-shaping  tools,  techniques  and 
technologies  of  our  time.  You'll  discover  how 
to  tie  together  strategy,  training,  organizational 
communication,  motivation,  computerized 
information,  measurement  and  recognition  to 
develop  a  hard-hitting,  customer-responsive 
business  force. 

This  is  not  just  theory.  It's  results-oriented, 
practical  counsel  based  on  hard-won 
experience.  Bill  Sandy  is  chairman  of  a  leading 


performance  improvement  organization.  He 
and  his  colleagues  are  immersed  in  helping 
bring  large-scale  change  to  industries  in 
upheaval.  This  book  takes  you  behind  the 
scenes  and  captures  the  drama  of  the  change 
process.  It  shows  you,  step  by  step,  how  to 
mobilize  people  to  make  a  powerful  difference 
in  business  results. 

"Bill  Sandy  has  been  right  in  the  middle  of 
massive  change  in  American  industry  and  has 
developed  some  experience-based  views  on  how 
people  can  work  together  to  make  things  better  " 
Robert  C.  Stempel 
President,  General  Motors 

"Organizational  behavior  must  have  fresh 
thinking  and  new  directions.  We  must  move 
significantly  beyond  where  we  are  today.  Forging 
the  Productivity  Partnership  deals  with  the 
issues  of  change  and  organizational 
strengthening. " 

John  H.  McArthur 

Dean,  Harvard  Business  School 


Get  Forging  the  Productivity 
Partnership.  Visit  your 
bookstore  or  call 
1-800-262-4729  today. 


THECOMPermoNABrr 

USm  In  1907,  when  you  could  pass  500  horses  on  a  road 
fore  ever  seeing  a  motor  vehicle,  we  built  our  first  International  true 
Since  then,  weVe  been  concentrating  on  a  single  idea*  Making  true 
en  better  for  the  people  who  use  them.  i 


re  significant  improveme 

And  franklj^  we  plan  to  Kfcitjp  iL miai  wdy. 

Today,  Navistar  is  the  leading  manufacturer  of  medium  and  heavy- 
y  trucks  in  North  America.  And  just  what  will  we  do  next  to  improve 
International  brand  of  trucks  still  further?  i/f  CfU  D 

:*  competitors  can  only  wait  nervously.  Iwj^Vi^iMM. 

wgotuven«TRU€KtMOBustMesm 
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A  RESPONSE  FROM 
AMERICAN  EXPRESS 


As  a  longtime  clirectx)r  of  American 
Express  Co.,  I  want  to  say  that 
your  Cover  Story  on  American  Express 
reflecting  the  company's  vision  over- 
looks its  performance  ("The  failed  vi- 
sion," Mar.  19). 

Adapting  one's  strategie.s — vision  if 
you  will — to  new  realities  does  not  repre- 
sent a  failure  of  that  vision.  It  repre- 
sents the  exercise  of  leadership.  It  is  my 
view  that  Jim  Robinson's  leadership  over 
the  years  at  American  Express  as  evi- 
denced by  the  overall  record  of  the  com- 
pany has  been  outstanding.  I  believe 
that  any  impartial  observer  reviewing 
that  record  would  concur. 
Let's  look  at  the  record: 

■  During  the  past  decade,  American  Ex- 
press emerged  as  America's  largest  fi- 
nancial services  institution,  growing  in 
revenues  of  about  $5  billion  to  $25  bil- 
lion. Earnings  passed  the  $1  billion  mark 
three  times  in  the  past  four  years. 

■  This  was  done  while  changing  the 
thrust  of  the  company  and  increasing 
the  quality  of  its  earnings.  In  1980,  the 
largest  component  was  Fireman's  Fund 
Insurance  Co.,  principally  a  property- 
and-casualty  insurer.  This  company  had 
problems.  These  were  fixed.  My  recollec- 
tion is  that  Fireman's  was  then  sold  for 
over  $2  billion  with  a  healthy  profit. 

■  In  1989,  the  largest  component  of  the 
business  was  Travel  Related  Services, 
representing  over  two-thirds  of  net  in- 
come. If  memory  serves,  during  the  past 
decade,  TRS  had  a  compound  annual 
growth  rate  in  earnings  of  about  18%. 

■  This  growth  was  accomplished  by  pur- 
suing precisely  the  vision  that  has  fre- 
quently been  described  in  the  American 
Express  annual  reports:  continually 
searching  for  new  services,  for  opportu- 
nities in  new  markets,  and  developing  or 
acquiring  businesses  that  enhance  the 
service  capabilities  of  the  company  and 
offer  long-term  benefits  to  shareholders 
and  customers.  This  vision  was  imple- 
mented by  the  creation  of  the  new  plati- 
num and  Optima  cards  and  by  adding 
new  features  to  the  personal  and  gold 
cards,  along  with  an  array  of  innovative 
customer  services,  which  are  widely  rec- 


ognized as  having  led  the  competition.' 
This  vision  was  also  implemented  not 
only  by  the  acquisition  of  IDS  Financialu 
Services  Inc.,  which  you  describe  as  at 
"sparkling  jewel,"  but  by  the  develop-l 
ment,  both  through  acquisition  andl: 
through  internal  growth  of  Americanj! 
Express  Information  Services  Co.,  anoth- 
er "sparkling  jewel."  ISC's  net  income 
grew  last  year  by  32%. 

■  In  terms  of  current  performance,  your 
Corporate  Scoreboard  in  the  same  issue 
shows  American  Express  as  the  most 
profitable  financial  services  company  in 
1989 — moving  up  from  No.  36  to  No.  24 
in  earnings  among  all  companies.  Net 
income  rose  17%  on  continuing  opera- 
tions. Return  on  equity  was  21%'. 

■  In  the  1980s,  my  recollection  is  that 
American  Express'  stock  substantially 
outperformed  both  the  Dow  industrial 
and  the  Standard  &  Poor's  averages. 

■  While  Shearson  Lehman  Hutton  Inc 
has  its  highly  visible  problems,  those 
should  not  obscure  the  strengths  of  that 
organization.  Shearson's  investment 
banking,  capital  market,  and  asset  man- 
agement groups  all  had  an  excellent 
year  in  1989.  Its  retail  distribution  is  the 
second-largest  in  the  industry  and,  I  am 
told,  led  the  industry  in  retail  revenues 
and  productivity  last  year. 

Jim  Robinson  has  always  made  it  clear 
to  his  board  that  he  accepts  responsibil 
ity  for  results,  including  mistakes  and 
things  that  have  gone  wrong.  He  has 
also  always  presented  plans  to  the  board 
effectively  to  deal  with  the  problems 
that  have  emerged.  As  a  result,  he  has 
always  had,  and  continues  to  have,  the 
full  support  of  his  board. 

This  specifically  applies  to  the  situa- 
tion at  Shearson.  American  Express  has 
a  clear  program  to  fix  what  has  gone 
wrong,  which  largely  means  adapting 
the  Shearson  business  to  the  rapidly 
changing  realities  of  today's  financial 
markets.  I  am  confident  that  American 
Express  and  Shearson  executives  will  go 
about  executing  this  program  with  preci- 
sion and  dispatch. 

Richard  M.  Furlaud 
Princeton,  N.J, 

Editor's  note:  BUSINESS  WEEK  agrees 
that  American  Express  has  had  many 
years  of  strong,  profitable  growth,  es- 
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We'd  like  you  to  meet  some  of  the 
busiest  computer  sales  reps  around. 


ii 

1 

1 

Peter  Allen,  Rochester,  NY 
(not  pictured) 


Debbie  Evans,  Kansas  City,  MO 
(not  pictured) 


Derek  Fuller,  Los  Angeles,  CA 
(not  pictured) 


Sorry  these  diligent  sales  reps  couldn't  make  the  photo 
shoot  for  this  magazine  ad.  But  their  commitment  to  client 
satisfaction  required  their  absence. 

You  see,  it's  not  enough  for  them  just  to  be  knowledgeable 
about  the  latest  computer  technology.  They  spend  the  bulk 
of  their  time  managing  Sears  Business  Centers'  resources, 
so  they  can  better  serve  your  needs. 

For  instance,  if  you  should  run  into  computer 
glitches,  they  can  put  you  in  touch  with  our 
Support  Line.  If  you  need  on-site  service,  they 
can  send  a  technical  service  rep  to  your 
office  or  branch  location,  anywhere  in  the 
United  States.  And  to  help  ensure  your 
Local  Area  Network  is  completed  on  time 
and  on  budget,  they'll  work  with  you  from 
planning  through  installation. 

Let  our  sales  reps  show  you  the  advantages  of  the  AT&T 
6386/25  WGS  desktop  workstation.  The  6386  not  only  pro- 
vides speed  and  power  but  it's  flexible  enough  to  work  in 
multiple  operating  environments. 

To  meet  the  Sears  Business  Centers  rep  in  your  area,  call 
1-800-876-0088,  ext.  210. 


BUSINESS  CENTERS 


The  Universal  Lang 


Commitment 


Daewoo  is  a  company  with  a  lot  of  heart.  Simphj  put,  Daewoo 
will  do  whatever  it  takes  to  help  your  company  reach  its  goal. 
We'll  commit  the  people,  the  expertise,  and  the  capital.  That's 
why,  in  just  over  two  decades,  Daewoo  has  become  a  universal 
name  in  such  diverse  fields  as  trading  and  shipbuilding, 
aeronautics  and  electronics,  construction  and  telecommunications, 
finance  and  heavy  industry.  For  information  on  how  Daewoo's 
commitment  can  help  your  company,  call  Daewoo. 


Daewoo  International  (America)  Corp.  (212)  909-8200. 


The  Universal  Language  of  Quality 


Mat  good  are  soft  leather  seats 
inaluxurycarifyou  can't 
stop  straight  on  a  wet^  slippery  road? 


Who  would  argue  against  the  option  of 
rich,  soft  Mark  Cross  leather. ..  and  an 
eight-way  power  seat  with  infallible  mem- 
ory? Or  an  inner  quiet  that  shuts  out  the 
distractions  of  the  outer  world? 

No  one.  But  then  again  who  would 
want  to  drive  a  luxury  car  on  a  wet, 
slippery  road  without  the  benefits  of  one 
of  the  world's  most  advanced  braking 
systems?  j  ^ 


.Iff 


Advanced  anti-lock 
braking  system  (ABS) 


Anti-lock  braking. . . 
safer  stopping  power. 

Anti-k)ck  braking  systems  (ABS)  are 
considered  to  be  one  of  the  most  impor- 
tant safety  advances  in  the  automotive 
industry  today 

One  quick  emergency  stop  can  teach 
you  that. 

Hit  the  advanced  anti-lock  braking 
system  (ABS)  available  in  an  all-new 
Chrysler  Fifth  Avenue  and  your  braking 
skills  increase  noticeably-with  or  with- 
out your  cooperation.  Because  you  shed 
the  limitations  of  conventional  braking 
systems. 

With  ABS,  an  electronic  control  unit 
constantly  senses  the  pressure  that  can 
be  applied  to  each  wheel  without  causing 
lockup. ..  thus,  helping  to  prevent 
skidding. 

Equally  important,  P^ifth  Avenue's 
ABS  allows  steering  control  during  brak- 
ing and  can  help  to  shorten  stopping 
distances. 


Crystal  Key . . .  better  protection 
than  Rolls  or  Mercedes. 

Fifth  Avenue's  comprehensive  Crystal 
Key  Owner  Care  provides  coverage  from 
bumper  to  bumper,  for  5  years  or  50,000 
miles.  N(jt  even  Rolls  or  Mercedes  can 
match  this  protection? 

The  new  Chrysler  New  Yorker  Fifth 
Avenue.  Eloquent  testimony  to 
Chrysler's  credo. .  .There  is  no  luxury 
without  engineering. 

7/TO 

For  information,  please  call 

1-800-4A-CHRYSLER 


Available  at  your  Chrysler  ■  Plymouth  Dealer 


Chryslei 


TliereIsNoLiixiuy\Xithout  Engineering. 

*See  limited  warranties  at  dealer  Restrictions  apply.  Excludes  normal  maintenance,  adjustments  and  wear  items.  Based  on  competitive  warranty  information  at  tune  of  printing. 


ially  in  Travel  Related  Services.  We 
ed  that  success  in  last  week's  story 
I  have  written  about  it  at  length  in 
',ral  earlier  stories.  Our  Mar.  19  sto- 
focused  mainly  on  its  strategy  to 
^rsify  in  financial  services,  most  re- 
tly  at  Shearson  Lehman.  We  did 
however,  when  we  quoted  Jim  Rob- 
m  as  saying  "that  we  will  stop  try- 
to  be  all  things  to  all  people  all 
r  the  world.  "  A  review  of  the  inter- 

V  transcript  shows  that  he  was 
iking  about  Shearson,  not  Ameri- 
Express.  BUSINESS  WEEK  regrets  the 

!  U.S.  NEEDS  BRAINS  WHO 
I  CASH  IN  ON  BRIGHT  IDEAS 

he  cost  of  capital  to  American  busi- 
ness is  justifiably  high  and  will  re- 
n  high  until  American  management 
ns  to  innovate  successfully  and  com- 
■cialize  breakthroughs  in  research 

development  ("How  to  avoid  a  high- 
1  Armageddon,'  Editorials,  Feb.  5). 
Imost  every  major  commercial  suc- 
>  experienced  by  the  Japanese  in  the 
t  two  decades  was  based  upon  Ameri- 

technology  breakthroughs, 
our  suggestion  for  a  joint  venture 
;  would  provide  patient  capital  for 
[ing-edge  technology  is  extremely 
lid.  But  of  a  far  greater  need  than 
ent  low-cost  capital  funds  are  the 
larts"  of  Corporate  America  to  devel- 
ausiness  propositions  that  could  con- 
:  basic  technology  into  successful 
imercial  markets.  Until  that  point  ar- 
s,  all  of  the  suggestions  for  cures 
the  industrial  policy  covered  in  your 
lication  will  be  of  little  avail. 

Murray  Hillman 
The  Strategy  Workshop  Inc. 

New  York 

lY  LIFETIME  JOBS  MIGHT  RUN 
MNST  THE  AMERICAN  GRAIH 

"A  Japanese  import  that's  not  sell- 
ig"  (Labor,  Feb.  26),  the  authors' 
gestion  that  increased  Japanese  com- 
tive  pressures  could  someday  force 
5.  companies  to  establish  no-layoff 
cies  is  a  little  myopic.  One  cannot 
ect  a  business  practice  from  one 
ntry  to  be  successfully  implemented 
.nother  country  with  a  fundamentally 
erent  cultural  base.  The  American 

V  of  labor  as  a  resource  to  be  in- 
ised  or  reduced  as  needed  is  just  as 
renched  in  the  U.  S.  economy  and  cul- 
5  as  lifetime-employment  policies  are 
renched  in  Japan. 

Guaranteed  lifetime  employment 
:ht  result  in  happier,  more  committed, 
.  therefore  more  productive  employ- 
.  However,  such  policies  could  also 


result  in  underproductivity,  as  has  been 
the  case  in  some  Eastern-bloc  countries. 
In  addition,  widespread  lifetime-employ- 
ment policies  would  likely  result  in  less 
unemployment,  possibly  pushing  labor 
prices  higher  than  even  the  U.  S.  econo- 
my could  sustain. 

Jane  M.  Dickerson 
Bardstown,  Ky. 

JUNK  BONDS  AREN'T 

A  MAJOR  CONCERN  FOR  AETNA 

Your  selective  use  of  a  lengthy  inter- 
view on  the  subject  of  Aetna's  bond 
holdings  may  have  created  a  misleading 
impression  of  our  investments  ("After 
Drexel,"  Cover  Story,  Feb.  26). 

Aetna  Life  &  Casualty  is  not  a  major 
player  in  the  junk-bond  market.  Our  in- 
vestment in  these  bonds  is  less  than  1% 
of  our  total  bond  portfolio,  or  approxi- 
mately $300  million.  This  represents  a 
highly  selective,  closely  researched 
group  of  investments.  Furthermore,  Aet- 
na's record  for  recognizing  loss  potential 
and  properly  reserving  for  it  has  been 
excellent. 

Philip  R.  Roberts 
Senior  Vice-President,  Investments 
Aetna  Life  &  Casualty  Co. 

Hartford 

IT'S  ALL  SYSTEMS  GO 

FOR  HUBBARD  BROADUSTING 

In  "F'our  stars  team  up  to  launch  Sky 
Cable"  (Top  of  the  News,  Mar.  5)  you 
say  that  "...  the  grand  strategies  of 
Washington's  Communications  Satellite 
Corp.  and  Minneapolis'  Hubbard  Broad- 
casting never  made  it  into  even  low  or- 
bit. Lack  of  programming,  technological 
knowhow,  and  marketing  clout  doomed 
the  companies'  efforts." 

That  is  not  true.  Hubbard  Broadcast- 
ing is  a  viable  organization.  We  are  go- 
ing forward  with  our  direct  broadcast 
satellite  (DBS)  project,  and  we  have  con- 
tracted for  a  satellite.  Our  FCC  permit  is 
in  good  standing,  and  we  have  a  reserva- 
tion for  the  launch  of  our  satellite  at  the 
end  of  1992. 

Stanley  S.  Hubbard 
CEO 

Hubbard  Broadcasting 
St.  Paul,  Minn. 

Editor's  note:  BUSINESS  WEEK  did  not 
mean  to  imply  that  Hubbard  Broad- 
casting's DBS  project  is  defunct,  as  is 
the  case  with  Comsat's  attempt. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y.  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  nght  to  edit  letters 
for  clanty  and  space. 


Chrysle: 
presents  the 
luxury  car 

ease 
without  the 
luxury  car 

price. 

$^^^  month. 
Chrysler  New\brker  Fifth  Avenue 


Now  you  can  get  a  new  lease  on  lux- 
ury. Chrysler's  Special  Gold  Key 
Lease.  This  exclusive  progi'ani  offers 
you  unusually  low  financing  rates.  The 
results  are  exceptionally  affordable 
monthly  payments  on  one  of  the  most 
luxurious  Chryslers  ever  built.  New 
Yorker  Fifth  Avenue. 

It  comes  with  luxury  amenities  stan- 
dard, such  as  climate-controlled  air- 
conditioning,  a  power  driver's  seat  and 
a  multi-speaker  sound  system.  You  also 
get  Chrysler's  Crystal  Key  warranty  t 
The  owner  care  program  so  complete, 
it  even  exceeds  that  of  a  Rolls  Rcjyce  or 
Mercedes. 

There  may  never  be  an  easier  way  to 
enter  the  world  of  Chrysler  luxury  than 
with  this  Special  Gold  Key  Lease  pro- 
gram. Don't  delay  See  your  Chrysler- 
Plymouth  dealer  for  all  the  details. 


'.Monthly  lease  payment  example  based  on  sucker  pnce  of  this  vehi- 
cle, including  luxury  Equipment  Package  and  destination  charges. 
AJ]  taxes,  title  and  registration  fees  not  included.  Montfily  payment 
example  based  on  .$4,594.60  down  payment,  with  a  refundable 
secunty  deposit  of  $350  plus  first  month's  payment  of  $339.42  re- 
quired in  advance.  48  monthly  payments  of  ,$339.42  to  total 
$16,292.16.  You  may  have  the  option  to  purchase  the  vehicle  at  lease 
end  at  a  pnce  negotiated  with  the  dealer  at  lease  inception.  Lessee 
is  responsible  for  excess  wear  and  tear  and  mileage  over  60,000  at 
8  cents/mile.  Lease  rate/residual  subject  to  change.  tSee  limited 
warranty  at  dealer.  Restrictions  apply.  Excludes  normal 
maintenance,  adjustments,  wear  items. 
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Some  companies  have  finally 
introduced  their  first  laser  printer 

i 


The  breakthrough  HP 
LaserJet  III  printer  is  here. 

And  with  it  comes  print  quality 
like  you've  never  seen  before. 
With  it  come  documents  that 
sparkle. 

Now  everything  you  print  can 
be  more  professional.  More  per- 
suasive. The  improvements  are 
made  possible  by  HP's  exclusive 


Resolution  Enhancement  tech- 
nology. The  result  is  clearer 
resolution.  Smoother  edges.  And 
curves  that  really  cur\'e. 

But  the  breakthrough  in  resolu- 
tion isn't  the  only  news.  \Mth  the 
LaserJet  III  printer,  you  get  more 
fonts.  In  more  sizes.  And  you 
get  it  all  for  a  list  price  of  just 
$2,395.*  Considerably  less  than 


Hewlett-Packard  introduces  the 
third  generation  LaserJet. 


the  LaserJet  Series  II  it  replaces. 

Of  course,  you'll  still  have  the 
eight  pages  per  minute  speed. 


And  complete  compatibility 
with  all  popular  PCs  and  soft- 
ware. Including  WordPerfect  5.1 
and  WordStar"  5.5. 

The  HP  LaserJet  III  is  the  latest 
addition  to  HP's  family  of  laser 
printers.  Including  the  afford- 
able, personal  HP  LaserJet  IIP 
printer  For  more  information 
on  the  HP  LaserJet  printer  line 


and  the  name  of  your  nearest 
authorized  HP  dealer,  call 
1-800-752-0900,  Ext.  1006. 
Now  you  can  get  a  better  look 
for  an  even  better  price. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


"Suggested  U.S.  list  price.  WordStar  is  a  l!.S.  registered  trademark  of  MicroPro  International  Corporation.  ®  1990  Hewlett-Packard  Company  PEI2(>02 


THE  YEARS  OF  LYNDON  JOHNSON: 

By  Robert  A  Caro 
Knopf  .  506pp  .  $24.95 


MEANS  OF  ASCENT 


LBJ  AND  THE  PILLAGING 
OF  AMERICAN  POLITICS 


From  1941  through  1948 — the  years 
covered  in  Robert  A.  Caro's  Means 
of  Ascent — the  life  of  Lyndon 
Baines  Johnson  was  a  lie.  He  invented  a 
combat  record,  stole  a  Senate  race,  grew 
rich  peddling  political  services,  and  all 
the  while  professed  his  own  virtue.  John- 
son, writes  Caro,  had  an  "utter  inability 
to  comprehend  the  questions  of  morality 
or  ethics  raised  by  his  actions. . . ." 

This,  the  second  of  the  pro- 
jected four  volumes  in  The 
Years  of  Lyndon  Johnson,  is 
a  deeply  disturbing  book. 
Caro's  Johnson,  the  36th  Pres- 
ident in  the  making,  stopped 
at  nothing.  To  curry  favor 
with  reactionary  business- 
men, the  "liberal"  Johnson  op- 
posed an  anti-lynching  law. 
During  his  1948  Senate  prima- 
ry campaign,  he  bought 
35,000  votes  and  slandered  ri- 
val Coke  Stevenson,  a  well- 
loved  former  governor.  He 
showed  little  respect  for  any- 
one, including  his  wife  Lady 
Bird.  "I  talk  everything  over 
with  her,"  Johnson  told 
friends.  "Of  course  ...  I  have 
a  nigger  maid,  and  I  talk  my 
problems  over  with  her,  too." 

This  biography  is  far  more 
than  an  artful  accretion  of 
facts.  Through  Johnson,  Cam 
means  to  lay  bare  the  pillag 
ing  of  America's  democratic 
institutions.  As  he  frames  the 
story,  Johnson's  media  ma- 
nipulation and  unprecedented 
spending  in  the  1948  contest  helped  ush- 
er in  the  era  of  sound  bites  and  imagery. 
Robbed  of  meaning,  he  asserts,  politics 
ceased  to  hold  the  interest  of  ordinary 
citizens.  Much  of  the  book's  considerable 
power  comes  from  Caro's  ability  to  give 
Johnson's  life  larger  significance. 

The  book  opens  where  Caro's  first  vol- 
ume, The  Path  to  Power,  left  off,  after 
Representative  Johnson  lost  his  first 
Senate  bid  in  a  1941  special  election. 
Then  32,  he  had  been  a  favorite  of  Presi- 
dent Franklin  D.  Roosevelt  and  House 
Speaker  Sam  Raybiu'n.  But  returning  to 
the  capital  still  a  rejn-esentative,  Johnson 
learned  that  defeat  had  tempered  his  ac- 
cess to  power.  He  spent  the  next  seven 
years  plotting  his  political  resurrection. 


He  would  need  a  war  record.  As  a 
candidate  when  war  threatened,  he  had 
pledged  to  fight.  Once  war  was  declared, 
constituents  began  asking  where  he 
was.  Always  confident  of  his  own  impor- 
tance, Johnson  joined  the  Navy,  then 
asked  Roosevelt  for  admiral's  rank  and 
a  post  overseeing  wartime  production. 
Since  he  had  no  business  experience,  his 
request  went  nowhere.  In  the  end,  John- 


son flew  one  air  mission  in  the  South 
Pacific  as  a  congressional  observer.  The 
politically  astute  General  Douglas  Mac- 
Arthur  awarded  him  a  Silver  Star. 

That  was  all  Johnson  needed.  Whether 
talking  with  friends  or  reporters,  he 
made  his  13  minutes  of  action  a  combat 
career.  He  spoke  passionately  of  dead 
bunkmates  and  pitched  battles.  During 
the  1948  campaign,  he  would  even  ask 
amputee  veterans  to  introduce  him. 

After  the  war,  still  frustrated  by  his 
lack  of  power,  Johnson  set  out  to  build 
his  fortune.  The  seed  was  KTBC,  a  small 
Austin  radio  station  he  bought  in  1942. 
Businessmen  seeking  Johnson's  favor 
bought  airtime.  In  return  for  help  on 
legislation,  federal  regulators  extended 


the  station's  range.  KTBC  became  the 
cornerstone  of  a  broadcasting  empire. 

But  politics  interested  Johnson  far 
more  than  money.  So  in  1948,  he  ran  for 
the  Senate  again.  The  last  two-thirds  of 
the  book  recount  the  race,  which  Caro 
casts  as  a  watershed  in  American  poli- 
tics. Businessmen  such  as  George 
Brown,  an  owner  of  contractor  Brown  & 
Root  who  bankrolled  LBJ's  campaign  in 
exchange  for  help  securing  defense  con- 
tracts, held  nothing  back.  For  the  first 
time,  Texans  were  blitzed  with  radio 
commercials,  leaflets,  and  newspaper 
ads.  Writes  Caro:  "A  Texas  farm  family 
had  difficulty  sitting  down  to  a  meal 
. . .  without  hearing  [Johnson's]  voice." 

Johnson  broke  every  tradition  of  Tex- 
as and  national  politics.  He  smashed 
spending  barriers,  accepting  contribu- 
tions of  $50,000  in  paper  bags. 
He  traveled  by  helicopter.  Ru- 
ral folk  who  had  never  seen  a 
chopper  turned  out  to  gawk — 
and  to  hear  Johnson  label  the 
conservative  Stevenson  a 
dupe  of  "union  dictators"  and 
communists.  When  the  stunts 
served  only  to  make  the  con- 
test close,  Johnson  bought 
35,000  votes  from  political 
godfathers  in  the  Rio  Grande 
Valley.  That  was  enough  to 
beat  Stevenson — by  just  87 
votes. 

Caro  obviously  admires  Ste- 
venson and  feels  his  loss.  He 
romanticizes  Stevenson  the 
rancher — driving  from  town 
lu  town,  shaking  hands,  mak- 
ing a  few  radio  speeches,  not 
calling  names,  and  not  spend- 
ing millions. 

Incredibly — for  we  know 
Johnson  wins — Caro's  retell- 
ing is  filled  with  suspense. 
Caro  does  it  by  bringing  Ste- 
venson to  life  as  a  man  you 
can't  help  but  root  for.  And 
the  book  becomes  a  kind  of 
political  thriller,  as  Johnson  violates  ev- 
ery rule  of  decency.  Details,  which  can 
slow  down  a  tale,  in  this  case  provoke 
amazement  and  disgust. 

Johnson  emerges  as  a  dangerous  man 
who  knows  what  forces  to  exploit.  Caro 
credits  him  as  a  leader — one  who  takes 
charge — but  he  clearly  detests  Johnson 
and  the  changes  he  wrought.  Under  the 
onslaught  of  Johnson's  buying  power,  in 
Caro's  view,  voters  lost  their  moorings. 
And  when  Stevenson  lost,  he  says,  we 
lost.  From  then  on,  lies  and  media  ma- 
nipulation would  become  buzzsaws  in 
the  toolbox  of  the  power-hungry,  neatly 
ripping  through  America's  innocence. 

BY  KEVIN  KELLY 
Correspotident  Kelly  covers  Texas  politics. 
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HOTELS  8.  Resorts 

The  grandest  hotel  is  recognized  in  the  smallest  details. 


ACAPULCO  •  ATLAN  TA  •  BOSION  •  CAIX^ARY  •  CANCUN  •  CHICAGO 
CHIC;Af;0  (O'HARE)  .  CINCINNATI  •  DALLAS  •  DENVER  •  DETROIT  •  EDMON  ION 
EI.  PASO  .  FORI'  LAUDERDALE  •  CLIADALA] ARA  •  CUAl  EMALA  CI  1  Y  •  HILTON 
HEAD  ISLAND  •  HONC.  KONC.  •  HOUSTON  •  INDIANAPOLIS  •  IX  TAPA  •  KANSAS 
CI  TY  •  KAUAI  •  KYOTO  •  LOS  ANCELEIS  •  MANILA  •  MANZANILLO  •  MAUI 
MAZATLAN  •  MEXICO  CITTY  •  MON  TERREY  •  NAPLES.  FL  •  NEW  ORLEANS 
NEW  YORK  .  ORANCE  COUNTY  •  ORLANDO  •  OT  TAWA  •  PHOENIX  •  PTFTSBURCH 
PUERTO  VAl.LARTA  •  PUSAN  •  RANCHO  MIRAC;E  (PALM  SPRINGS  AREA) 
SALTILI.O  .  SAN  FRANCISCO  •  SAN  FRANCISCO  AIRPORT  •  .SAN  SALVADOR  •  SEATTLE 
SEOUL  .  SHANCJHAI  •  SINGAPORE  •  KJKYO  •  TORON  TO  •  TUCSON  •  TUIJ5A 
VAIL  •  VANCOUVER  •  WASHINC; TON,  DC.  •  WINNIPEG 


Success  in  any  enterprise,  however  grand, 
depends  upon  the  specifics  of  its  execution. 
And  so,  in  the  world  of  Westin — from 
Houston  to  Hong  Kong,  Tulsa  to  Tokyo, 
Seattle  to  Singapore — our  people  render 
the  arts  of  personal  service 
with  a  subde  eye  to  detail. 
And  travelers  look  forward 
to  an  experience  uniquely 
caring,  comfortable,  civilized. 


Call  your  travel  consultant  or  800-228-3000. 

Earn  points  toward  exciting  Westin  vaeations  by  joining  Westin  Premier,  our  frequent 
guest  program.  United  Airlitws  Mileage  Phis,  Air  Canada  Aeroplan,  Northwes 
Airlines  WORLDPERKS,  and  USAir  Frequent  Traveler  members  earn  miles  c 
participating  Weslm  Hotels  isf  Resorts. 


The  end  of  long  flights  that  don't 
include  the  luxury  of  squirming. 


The  begimingof a  new  world  in  Business  Class. 


United  introduces  "The  Best  of 
All  Worlds"— its  all-new  international 
Business  Class. 

It  soon  will  be  found  on  all  United's 
international  flights  across  the  Pacific. 

Totally  new  seating  design, 
spacious  2-3-2  seating,  offering  utter 
comfort.  Room  to  stretch,  to  the  front 
and  the  sides. 

The  seats  are  wider  not  squeezed 
together  The  seats  actually  get  you 
closer  to  being  horizontal 
than  ever  before. 


Room  to  eat,  without  locking  arms 
with  the  one  next  to  you. 

On  the  subject  of  food,  you  have 
your  choice  of  three  entrees.  With 
French  champagne  and  both  French 
and  California  wines.  Food  served  on 
exquisite,  newly  designed  china. 

In  short,  we  treat  you  in  the  air  as 
you  are  accustomed  to  being  treated  on 
the  ground. 

United's  international  Business 
Class.  The  Best  of  All 
Worlds. 


UniTBD 

A  I  R  L  I  n  E  5 


■conomic  Viewpoint 


UNCLE  HERMAN 
AND  THE 
PEACE  DIVIDEND 


BY  ALAN  S,  BUNDER 


The  bank  says  my  dividend 
will  be  much  smaller  than 
I  thought,'  my  uncle 
complained.  'And  they 
said  I  won't  even  see  that 
for  several  years.  Why?' 


ALAN  S  BLINDER  IS  THE  GORDON  S  RENTSCHLER 
MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON  AND 
THE  AUTHOR  OF  HARD  HEADS,  SOFT  HEARTS 


When  my  uncle  Herman  called 
the  other  day,  I  knew  it  was 
to  complain  about  economic 
policy.  It  usually  is. 

"Nephew,"  he  said,  "I  tried  to  spend 
my  peace  dividend  yesterday.  And  do 
you  know  what  happened?" 
"No,  uncle,  what  happened?" 
"They  said  I  couldn't  spend  what  I 
didn't  have,"  he  replied  indignantly. 
"That's  un-American.  I've  been  spending 
what  I  didn't  have  all  my  life." 

"I'm  afraid  you're  right  on  both 
counts,"  I  answered.  "You  and  many 
others  have  been  living  on  credit  for 
years.  That's  the  American  way.  But 
with  the  country  now  close  to  full  re- 
source utilization,  we  can't  produce  more 
consumer  goods  until  we  cut  back  on 
military  spending.  And  we  haven't  done 
that  yet." 

"That's  what  they  said  at  the  bank 
when  I  tried  to  borrow  against  my  peace 
dividend,"  said  Uncle  Herman.  "And  do 
you  know  what  else?" 
"No,  what?" 

"They  said  my  dividend  would  be 
much  smaller  than  I  thought.  The  na- 
tional defense  bill  runs  about  $1,200  per 
person,  or  $4,800  for  my  family  of  four. 
If  we  could  cut  that  by  about  a  third,  I'd 
get  about  $1,600  a  year.  But  the  bank 
said  I'd  be  lucky  to  see  even  $700  a  year, 
and  not  even  that  for  several  years. 
Why  so  little?"  my  uncle  wanted  to 
know. 

"Well,"  I  answered,  "some  people 
think  the  current  instability  in  the  Soviet 
sphere  poses  real  dangers,  though  I  fail 
to  see  how  those  dangers  could  be  as 
great  as  when  the  Warsaw  pact  was 
united  and  hostile.  Another  reason  is 
that  not  all  of  our  military  establishment 
is  a  counterweight  to  the  Russian  threat. 
You  never  know  when  we  might  have  to 
invade  Grenada  or  Panama." 

"Don't  be  a  wise  guy,"  said  Herman. 
BEST  DEFENSE.  I  ignored  the  interrup- 
tion. "Furthermore,  did  you  ever  wonder 
why  they  stopped  calling  it  the  War 
Dept.  and  started  calling  it  the  Defense 
Dept.?" 

"No,"  Herman  replied. 

"I  always  thought  it  was  because  the 
DOD  is  so  good  at  defending  its  budget 
against  congressional  budget-cutters." 

"Very  funny,"  my  uncle  harrumphed, 
not  thinking  it  funny  at  all. 

"Seriously,  though,"  I  insisted,  "you 
must  understand  that  defense  spending 
is  influenced  at  least  as  much  by  domes- 
tic politics  as  by  international  tensions. 
And  domestic  pork-barrrel  politics 
haven't  changed  one  iota.  How  easy  do 
you  think  it's  going  to  be  to  close  down 
a  third  of  our  military  bases,  for  exam- 
ple, or  to  reduce  defense  procurement 
by  a  third?  Every  base  and  every  de- 


fense contractor  has  congressmen  and 
senators  to  defend  it." 

"But  some  of  those  bases  are  in  for- 
eign countries,"  my  uncle  pointed  out. 
"That  gives  them  no  domestic  political 
constituency." 

■  "Exactly  right,  uncle.  The  people  in 
Wiesbaden  have  no  congressman  to  pro- 
tect their  hometown  base.  That's  why 
there  is  real  hope  for  cutbacks.  By  the; 
way,  uncle,  what  were  you  going  to  do^ 
with  your  peace  dividend?" 

"Well,"  he  said.  "At  first,  I  thought] 
I'd  get  almost  enough  to  make  the  annu-' 
al  payments  on  a  new  Subaru.  But  now, 
I  think  I'll  just  buy  a  Sony  TV." 

"Not  very  patriotic  of  you,"  I  intoned. 

"You're  telling  me  about  patriotism?" 
Uncle  Herman  bellowed.  "Aren't  you  al- 
ways complaining  about  Japan-bashers 
and  advocating  free  trade?" 
MEND,  DONT  SPEND.  "Yes,  I  am,"  I  ad- 
mitted. "But  the  problem  is  not  so  much! 
that  you  and  millions  of  others  insist  on| 
buying  Japanese  goods,  it's  that  you  in-| 
sist  on  spending  rather  than  saving.  Ihi 
the  1980s,  America  borrowed  from  for- 
eigners to  finance  consumer  spending.] 
We'd  better  not  spend  the  peace  divi- 
dend the  same  way." 

"What  should  we  do  with  it?"  my  un- 
cle wanted  to  know. 

"Well,  for  starters,"  I  answered,  "how 
about  investing  some  of  it  in  public  in- 
frastructure? While  Americans  were 
buying  all  those  Subarus  and  Sonys,  ourj 
roads  and  bridges  were  crumbling,  our| 
air-traffic  system  was  being  overloaded, 
and  our  sewage-treatment  facilities  were! 
being  overwhelmed.  We  are  now  the] 
richest  nation  on  earth  in  terms  of  pri- 
vate consumption,  but  we're  a  Thirdl 
World  nation  in  terms  of  public  infra-] 
structure."  (I  was  being  a  bit  polemical 
here,  but  the  polemics  seemed  to  work.) 

"0.  K.,"  said  my  uncle,  "what  if  I 
spent  half  my  peace  dividend  on  roads 
and  bridges?  Would  that  be  enough  to! 
make  a  difference?" 

"It  sure  would,"  I  answered  eagerly. 
"That  would  amount  to  $20  billion  to  $25j 
billion  a  year  in  additional  infrastructure 
spending.  And  by  the  way,  uncle,  what 
would  you  do  with  the  rest?" 

"How  about  a  vcR?"  he  suggested 
meekly. 

"How  about  reducing  the  federal  bud- 
get deficit?"  I  countered,  fully  aware  of 
the  proposal's  lack  of  appeal.  "You  know 
the  folks  in  Washington  are  having  a 
devil  of  a  time  reducing  the  deficit.  And 
I've  heard  you  complain  about  the  deficit 
many  times.  How  about  allocating  half 
of  your  peace  dividend  to  the  treasury?" 

"Never!"  my  uncle  barked.  "Why  do  I 
even  bother  talking  to  you?" 

Then  he  slammed  down  the  telephone 
and  went  shopping. 
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ECONOMIC  VIEWPOII 


"Transaction 
processing  £tx)m 

Dkital  helps 
Bell  &  Howell 
provide  customer 
service  as  fast  as 
our  equipment." 


"Uptime  is  critical  for  our  high- 
speed letter  insertion  and  sorting 
equipment.  So  our  reputation 
depends  on  providing  the  best 
customer  service.  Digital  helps  us 
meet  our  goal  of  having  one  of  our 
technicians  on-site  within  three 
hours  of  receiving  a  service  call. 

"The  DECtp"  application  resides 
on  a  VAXcluster'"  system  in  Chicago 
and  handles  30,000  service  dispatch 
calls  each  week.  It  gives  the  service 
managers  in  each  of  our  50  field 
offices  immediate  access  to  cus- 
tomer information,  parts  invento- 
ries, and  technician  availability.  So 
they  can  quickly  allocate  resources 
and  prioritize  responses  to  provide 
the  best  possible  service. 

"Digital's  single  architecture 
simplifies  training.  The  availability 
of  third-party  software,  and 
Digital's  knowledge  of  our  business, 
let  us  implement  the  system  much 
faster,  at  a  lower  cost.  Now  we  can 
be  much  more  responsive  to  our 
customers." 

The  rewards  of  working  together. 

Digital's  transaction  processing 
puts  information  into  the  hands  of 
the  people  who  need  it,  to  improve 
customer  satisfaction  and  help  pro- 
vide a  competitive  advantage. 

Today,  with  transaction  process- 
ing applications  and  expertise  to 
help  you  build  systems  for  sharing 
information  throughout  your  busi- 
ness, Digital  gives  you  an  elegantly 
simple  way  for  your  people  to  work 
together  more  productively,  more 
creatively,  more  efficiently, 
more  competitively. 

To  learn  more,  write  to 
Digital  Equipment  Corporation, 
129  Parker  Street,  K29,  Maynard, 
MA  01754-2198.  Or  call  your  local 
Digital  sales  office. 

A  way  to  work  together  like 
neverbefore.  j^j^.^^ 

has 
it 
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conomic  Trends 


BY  GENE  KORETZ 


CAR  OWNERS  ARE 
FINDING  IT  HARDER 
TO  SAY  GOODBYE 


A disquieting  anomaly  is  iiaunting  the 
U.  S.  auto  market.  Despite  six  con- 
secutive years  of  strong  sales,  the  U.  S. 
car  fleet  hasn't  been  getting  any  youn- 
ger. After  rising  sharply  in  the  late 
1970s  and  the  first  half  of  the  1980s,  the 
average  age  of  U.  S.  passenger  cars  on 
the  road  stayed  at  7.6  years  from  1985 
through  1988,  the  last  year  for  which 
data  are  available.  That's  the  highest 
level  since  1950  (chart). 

The  aging  of  the  fleet  is  occurring 
across  the  board,  notes  economic  consul- 
tant A.  Gary  Shilling.  Vehicles  under 
three  years  old,  for  example,  accounted 
for  237^  of  total  cars  in  service  in  1988, 
down  from  30%  in  1970.  At  the  other  end 
of  the  spectrum,  cars  at  least  10  years 
old  made  up  a  startling  30%  of  the  fleet 
in  1988,  compared  with  just  12%  in  1970. 
What's  behind  this  development? 


AMERICA'S  CAR  FLEET 
IS  SHOWING  ITS  AGE 


AVERAGE  AGE  OF 
U.S.  PASSENGER  CARS 


■58  '68  78  ■8f 

A  YEARS 

DATA:  MOTOR  VEHICLE  MANUfAOURERS  ASSN.,  A.  GARY  SHILLING  X  CO 


While  improved  car  durability  may  be  a 
factor,  Shilling  believes  that  the  shift 
toward  older  cars  mainly  reflects  worri- 
some economic  trends — specifically  the 
high  prices  of  new  cars  and  consumers' 
lagging  purchasing  power. 

The  average  new  car  now  costs  con- 
sumers well  over  $15,000,  and  that 
doesn't  include  hefty  financing  charges. 
At  the  same  time,  real  household-income 
growth  has  been  sluggish.  In  terms  of 
weeks  of  median-family  income,  notes 
Shilling,  the  cost  i>f  a  new  car  has 
jumped  from  18.1  we«-ks  in  1979  to  24.6 
late  last  year.  And  carmakers'  and  other 
lenders'  efforts  to  offset  the  blow  by 
extending  loan  maturities  to  as  long  as 


five  years  have  now  reached  a  point  of 
diminishing  returns  as  more  and  more 
owners  choose  to  walk  away  from  loans 
whose  outstanding  balances  exceed  the 
value  of  their  cars. 

Shilling  thinks  income  polarization  is 
also  taking  its  toll — particularly  the  in- 
crease in  the  proportion  of  households 
with  relatively  low  incomes.  "With  the 
U.  S.  economy  entering  a  protracted 
slow-growth  period,"  says  Shilling,  "we 
believe  the  percentage  of  households 
clustered  at  the  lower  end  of  the  income 
scale  will  continue  to  rise."  The  upshot 
is  that  "a  growing  number  of  Americans 
will  have  to  hang  on  to  their  old  jalopies 
and  keep  them  running  longer." 


BAD  NEWS  FROM 

THE  NORTHEAST  MAY  BE 

GOOD  FOR  THE  NATION 


Rising  joblessness  in  the  Northeast 
will  help  hold  down  inflation  this 
year,  predicts  economist  Maury  N.  Har- 
ris of  Paine  Webber  Inc.  The  region's  un- 
employment rate  has  been  below  the  na- 
tional average  throughout  the  ex- 
pansion, he  explains,  so  its  labor-cost 
inflation  has  been  higher.  But  Northeast 
joblessness  has  risen  significantly  in  the 
past  year,  while  the  nationwide  jobless 
rate  has  stayed  relatively  flat.  As  a  re- 
sult, the  Northeast's  employment-cost 
index  (ECI),  which  had  jumped  by  an  av- 
erage of  1.8%  in  the  previous  four  quar- 
ters, rose  by  only  1.1%  in  the  final  quar- 
ter of  last  year — about  equal  with  the 
1%  rise  in  the  nationwide  ECl. 

The  trend  bodes  well  for  the  future. 
Since  20%  of  Americans  live  in  the 
Northeast,  Harris  concludes  that  a  con- 
tinuing slowdown  in  the  region's  labor 
costs  could  have  a  significant  dampening 
effect  on  national  wage  inflation. 


IS  WASHINGTON  MISSING 
THE  BOAT 

ON  IMMIGRATION? 


The  U.S.  Census  Bureau  population 
projections — which  are  used  to  calcu- 
late future  labor-force  growth — may  be 
significantly  underestimating  immigra- 
tion levels  for  the  decade  ahead.  Nation- 
al Planning  Assn.  economist  Nestor  E. 
Terleckyj  notes  that  the  Census  Bureau 
predicts  that  only  500,000  people  are 
likely  to  migrate  to  the  U.  S.  in  the  year 
2000 — a  drop  from  the  648,000  recorded 
in  1985.  But  the  annual  number  of  immi- 
grants to  the  U.  S.  has  actually  been 
climbing — not  falling — in  recent  years. 
"The  real  trend,  combined  with  politi- 


cal and  economic  considerations,  sug-J 
gests  that  the  number  will  continue  tol 
rise  in  the  1990s,"  says  Terleckyj.  The! 
National  Planning  Assn.'s  own  baseline| 
projection  is  735,000  immigrants  a  year] 
by  the  turn  of  the  century. 


A  WAVE  OF  SOVIET  JEWS 
SHOULD  BUOY 
ISRAEL'S  ECONOMY 


Israel's  flagging  economy,  which  post- 
ed less  than  1%  growth  last  year,  isl 
about  to  be  jolted  out  of  its  lethargy  by 
the  accelerating  influx  of  Soviet  Jewish 
immigrants.  That's  the  prediction  of  the 
nation's  central  bank,  which  believes  the 
economy  could  expand  at  a  5%  to  6%| 
annual  rate  in  the  years  ahead  afte: 
limping  along  at  a  modest  2%-  pace  for  a| 
decade.  The  immigration  wave,  says 
Bank  of  Israel  Governor  Michael  Bruno, 
"is  the  best  thing  that  could  happen  to| 
the  Israeli  economy." 

After  fighting  triple-digit  inflation  in| 
the  first  half  of  the  1980s,  the  Israel: 
economy  has  been  battered  by  the  re 
cent  Arab  uprising  in  the  occupied  Wes 
Bank  and  Gaza,  which  has  deprivei 
many  businesses  of  sales,  hurt  the  na- 
tion's tourist  industry,  and  disrupted  la- 
bor markets.  The  result  has  been  negli- 
gible economic  growth  and  an 
unemployment  that  has  vaulted  ove: 
9% — the  highest  level  in  23  years. 

All  that  is  expected  to  change  in  the] 
months  ahead.  'The  Israeli  economy  has| 
always  grown  fastest  in  periods  of  higl 
immigration,  expanding  by  8%'  to  10%  a| 
year  in  the  1950s  and  1960s.  Already, 
more  than   15,000  Soviet  immigrants] 
have  arrived  since  Jan.  1,  with  the  num- 
ber expected  to  swell  to  at  least  80,001 
by  yearend — and  to  unleash  a  tidal  wav 
of  investment.  The  government  esti- 
mates that  it  will  take  some  $15  billio: 
to  resettle  300,000  immigrants  over  tb 
next  three  years,  including  the  cost  o: 
housing,  infrastructure,  health  services, 
education,  and  training. 

Although  it  won't  be  easy,  Israeli  offi- 
cials are  confident  that  the  nation  cai 
absorb  the  immigrants.  Many  have  tech- 
nological skills  that  can  be  put  to  use  i 
Israel's  still-booming  high-tech  sector, 
and  the  recent  devaluation  of  the  shekel 
should  help  spur  exports  and  providi 
more  work  in  other  industries.  With 
drop  in  foreign  debt  last  year,  Israel  ii 
also  in  a  good  position  to  borrow  mone; 
overseas  to  finance  its  resettlement  ef-'] 
forts.  But  as  investment  accelerates,  sa; 
observers,  the  nation's  biggest  challengi 
will  be  containing  inflation,  which  regis 
tered  a  worrisome  20.7%  last  year. 

With  Neal  Sandler  in  Jerusalem 
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ECONOMIC  TRENI 


When  we  touch  on  April  1, 
the  power  of  the  blossom 
will  be  at  your  fingertips. 


On  April  IJivu  of  Japan's  most  successful  banks  will  merge. 
The  marriage  of  Mitsui  Bank  and  Taiyo  Kobe  Bank  will 
create  a  new  leader  in  the  world's  financial  institutions. 
Our  symbol  is  the  cherry  blossom.  A  symbol  of  the  fruitfulness 
we  promise  in  any  relationship  you  form  with  us. 

The  cherry  blossotn  (r//.so  symbolizes  an  opportunity  for  you  to  tap 
a  powerful  new  source  of  experience  and  committed  expertise  which 
IV ill  help  your  business  blossom:  the  Mitsui  Taiyo  Kobe  Bank. 


Blossom  with  us. 


MITSUI  BANK   ^  TAIYO  KOBE  BANK 

Head  Office  &  Headquarters:  lokyo  ^^^r     Head  Office;  r  uu    Headquarters:  TcKyo  Kobe 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


PHE  ECONOMY:  A  LION  IN  WINTER 
-BUT  A  LAMB  COME  SPRING? 


consumers  still 
;eem  eager  to  buy 


fou  can  put  all  that  recession  talk  aside,  at  least 
for  now.  Suddenly,  economists  are  pondering 
new  questions:  Is  the  economy  reaccelerating? 
nd  if  so,  will  it  put  upward  pressure  on  inflation  and 
terest  rates?  Despite  exceptionally  strong  reports  from 
veral  key  sectors  of  the  economy  in  January  and  Feb- 
ary,  the  answer  to  both  questions  seems  to  be  no. 

The  latest  numbers  certainly 
raised  some  eyebrows.  Labor 
markets  began  1990  with  the 
largest  two-month  job  gain  in 
nearly  two  years.  Retail  sales, 
which  fell  last  quarter,  are  on 
track  to  score  the  biggest  quar- 
terly advance  in  more  than  a 
year.  Excluding  the  ups  and 
downs  of  car  sales,  retail  buy- 
ing is  in  a  solid  uptrend  (chart). 
And  business  inventories, 
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hich  fell  0.4%  in  December,  began  the  year  with  a  0.2% 
crease,  to  $796  billion,  as  an  increase  in  factory  stock- 
les  more  than  offset  the  car-related  drop  in  retail  in- 
intories.  After  growing  only  0.9%  in  the  fourth  quarter, 
e  economy  began  the  first  quarter  as  if  growth  were 
laded  into  the  2%'-to-3%'  range. 

The  true  measure  of  the  economy  lies  between  last 
larter's  apparent  weakness  and  the  current  quarter's 
eming  vitality.  The  fourth-quarter  slowdown  was  ex- 
^gerated  by  a  host  of  temporary  negative  influences, 
rowth  this  quarter  is  benefiting  from  their  absence, 
us  unusually  warm  weather  that  produced  a  lot  of 
onomic  activity  that  wouldn't  normally  have  occurred. 

NO  LETUP  The  slowdown  that  began  last  year 
IN  THE  should  become  evident  again  in  spring 

SQUEEZE  and  summer.  That's  because  the  major 
ON  PROFITS  force  holding  back  the  economy  is  the 
[ueeze  on  corporate  profits,  which  shows  few  signs  of 
tting  up.  Labor  markets  remain  tight  enough  to  keep 
)ward  pressure  on  wages  and  other  labor  costs.  Pro- 
ictivity  growth  is  too  weak  to  offset  those  costs,  and 
'ices  aren't  rising  fast  enough  to  cover  them. 
Most  businesses  are  finding  that  the  only  way  out  of 
.e  squeeze  is  to  cut  costs  and  boost  productivity  by 
imming  payrolls.  Slower  growth  in  overall  demand  is 
idercutting  the  ability  of  companies — particularly 
)ods  producers — to  raise  prices.  Fresh  growth  in  de- 
and  seems  unlikely,  because  interest  rates  have 
imbed  sharply  in  the  past  two  months.  And  the  Federal 
eserve  is  unlikely  to  ease  monetary  policy  very  soon, 


particularly  in  the  face  of  strong-looking  economic  data. 

The  profit  squeeze  is  at  least  helping  the  inflation 
outlook  by  ensuring  that  a  wage-price  spiral  won't  devel- 
op this  year.  The  squeeze  has  already  halted  the  accel- 
eration in  wage  growth  that  began  in  1987.  But  job 
growth  will  have  to  slow  sharply  for  wage  gains  to 
begin  cooling  off.  That  doesn't  seem  likely.  Job  growth 
has  slowed  down  during  the  past  year,  but  so  has  the 
pace  of  labor  force  growth  (chart).  As  a  result,  inflation 
is  likely  to  shrink  little,  if  any,  from  last  year's  pace. 


CONSUMERS 
KEEP 

RECESSION 
AT  BAY 


It  would  probably  take  a  recession  to 
bring  a  real  slowdown  in  wage  growth. 
But  consumers  seem  intent  upon  prevent- 
ing that.  Fueled  by  continued  growth  in 
jobs  and  incomes,  consumer  spending  began  1990  far 
stronger  than  many  economists  had  expected. 

Retail  sales  fell  0.9%-  in  February,  to  $146.5  billion, 
because  of  lower  auto  sales.  But  in  January,  car  buying 
helped  push  up  sales  by  a  huge  2.8% — the  largest  gain  in 
three  years  according  to  the  Commerce  Dept.'s  revised 
figures.  Originally,  Commerce  reported  a  1.6%  increase. 

But  consumers  were  buying 
more  than  just  cars.  Excluding 
autos,  retail  sales  rose  0.9%  in 
January  and  0.5%  in  February. 
General  merchandise  stores 
posted  a  strong  2%  gain  in  Feb- 
ruary. Apparel  store  sales  were 
up  1.6%.  And  buying  at  build- 
ing-materials stores  rose 
strongly  for  the  second  consecu- 
tive month. 
Mild  weather  in  January  and 


SLOWING  GROWTH  IN 
JOBS  AND  WORKERS 


TOTAL 

EMPLOYMENT 
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February  helped  keep  shoppers  on  the  streets,  and  their 
spending  will  boost  first-quarter  gross  national  product. 
After  declining  at  an  annual  rate  of  1.8%  in  the  fourth 
quarter,  retail  sales  so  far  this  quarter  are  running 
ahead  of  last  quarter  at  an  8.9%-  pace.  Excluding  cars, 
first-quarter  sales  are  up  by  6.8%. 

That  pace  is  unlikely  to  continue  in  the  second  quarter. 
Strong  buying  during  the  warm  weather  in  January  and 
February  may  simply  have  borrowed  sales  from  the 
traditional  spring  shopping  months.  In  addition,  car  sales 
have  mellowed  considerably  since  January,  when  buyers 
jumped  at  Detroit's  new  incentives.  Sales  of  domestically 
made  cars  fell  to  an  annual  rate  of  6.8  million  in  Febru- 
ary, down  from  7.5  million  in  January,  and  sales  in  early 
March  fell  to  only  6.3  million. 

Continued  gains  in  retail  sales  will  depend  on  healthy 
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growth  in  jobs  and  incomes.  The  outlook  here  seems 
good,  based  on  the  exceptionally  strong  job  gains  in  both 
January  and  February.  Nonfarm  payrolls  in  February 
mushroomed  by  372,000,  to  110.3  million.  And  the  Janu- 
ary gain  was  revised  upward — from  275,000  to  332,000. 

Early-year  employment  growth,  however,  overstates 
the  strength  in  labor  demand.  February  payrolls  got  a 
boost  from  the  97,000  auto  workers  called  back  to  their 
jobs  after  extensive  plant  closings  in  January.  Else- 
where, factory  employment  fell  by  6,000,  and  only  7  of 
the  19  manufacturing  industries  added  jobs.  After  the 
January  revision,  the  sagging  manufacturing  sector  ac- 
tually lost  more  jobs  than  first  reported. 

Warm  weather  also  overstated  the  gains  in  construc- 
tion. Jobs  grew  by  60,000  in  February — on  top  of  a 
104,000  increase  in  January.  But  because  demand  for 
new  buildings  is  generally  weak,  construction  payrolls 
are  likely  to  fall  back  in  the  second  quarter. 

I STEADY  Despite  the  strong  advance  in  payrolls  in 
UPWARD  February,  the  economy's  malaise  has 
PRESSURE  slowed  job  growth  dramatically  in  recent 
ON  WAGES  months.  In  the  12  months  ended  in  Febru- 
ary, total  employment  increased  by  just  1.1%,  half  the 
2.2%  pace  in  the  previous  year. 

Significantly,  though,  companies  are  hiring  workers 
almost  as  quickly  as  they  enter  the  labor  markets.  As  a 
result,  a  record  63.3%  of  Americans  already  hold  jobs, 
and  the  pool  of  new  workers  isn't  expected  to  expand 
much  this  year.  The  labor  force  will  probably  increase  by 
only  about  150,000  workers  per  month  in  1990. 

If  new  jobs  grow  at  that  same  rate,  labor  markets  will 
stay  tight,  and  there  will  be  no  diminution  in  upward 
pressure  on  wages.  In  February,  the  average  nonfarm 
wage  rose  a  strong  0.5%,  to  $9.87  per  hour.  Factory  pay 
jumped  1.2%,  but  that  reflected  a  rebound  in  earnings 
for  returning  auto  workers.  In  the  past  year,  factory 
wages  have  risen  a  modest  3%. 


Wages  for  service-producing  jobs  rose  just  0.2%  in 
February,  after  edging  up  0.1%'  in  January.  In  each 
month,  a  decline  in  finance  pay — which  includes  wages  in 
the  troubled  securities  industry — offset  gains  elsewhere. 
The  small  advances ,  so  far  this  quarter  suggest  that 
service  pay  could  rise  at  an  annual  rate  of  about  2.5% 
this  quarter,  its  slowest  pace  in  almost  four  years. 

Still,  service-producing  wages  are  4.2%>  above  where 
they  were  a  year  ago.  And  stronger  growth  will  proba- 
bly resume  in  the  second  quarter.  The  45$  hike  in  the 
minimum  wage,  to  $3.80  an  hour,  on  Apr.  1  will  most 
likely  affect  service  wages  more  than  other  industries' 
pay.  And  the  bulk  of  job  creation  is  in  services,  so  labor 
tightness  and  wage  pressures  will  remain  concentrated 
there,  especially  in  the  booming  health  care  sector. 

Widespread  layoffs  in  manu- 
facturing mean  that  pay  gains 
there  aren't  likely  to  pick  up 
much,  if  at  all.  Factory  employ- 
ment has  fallen  by  231,000  since 
hitting  its  peak  for  this  expan- 
sion last  March.  The  jobless 
rate  in  manufacturing  was  5.9% 
in  February — way  above  the 
U.  S.  average  of  5.3%-  (chart). 

Job  prospects  in  manufactur- 
ing are  pretty  dim.  The  expect- 
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ed  rebound  in  auto  output  in  the  second  quarter  proba- 
bly won't  boost  employment.  More  likely,  auto  makers 
will  expand  the  workweek,  which  won't  do  much  to 
reduce  the  industry's  current  8%  jobless  rate. 

On  balance,  the  economy  seems  to  be  generating 
enough  growth  in  jobs  and  incomes  to  keep  consumers 
spending.  And  that  should  prevent  the  profit  squeeze 
from  becoming  severe  enough  to  precipitate  a  recession. 
But  even  sluggish  economic  growth  is  unlikely  to  slow 
the  pace  of  wages,  which  means  that  the  economy  may 
be  only  postponing  its  inflation  problem  until  1991. 


THE  WEEK  AHEAD 


MERCHANDISE  TRADE  DEFICIT  

Tucsdaij,  Mat:  20,  8:30  a.m. 
Most  economists  expect  that  the  mer- 
chandise trade  deficit  widened  to  about 
$10  billion  in  January.  Increases  in  cus- 
toms duty  payments  and  in  foreign  oil 
shipments  suggest  that  total  imports 
grew  in  January  after  falling  5.97'  in 
December.  Exports,  which  advanced 
2.4%  in  December,  likely  fell  in  January. 
In  December,  the  merchandise  trade  gap 
narrowed  to  $7.2  billion,  its  smallest 
showing  in  five  years. 

COHSUMER  PRICE  INDEX  

Tuesday,  Mar.  20,  8:30  a.m. 

The  consensus  is  that  consumer  prices 

edged  up  by  about  0.2%  in  February, 


after  a  steep  1.1%  climb  in  January. 
Some  expected  declines  in  food  and  ener- 
gy prices  will  offset  gains  elsewhere. 
Most  likely,  those  increases  will  be  con- 
centrated in  the  service  side  of  the  econ- 
omy. Inflation  there  has  been  running  at 
an  annual  rate  in  excess  of  5%  for  about 
a  year,  indicating  that  consumer  price 
inflation  will  not  slow  much  this  year 
from  its  4.6%  increase  of  1989. 

FEDERAL  BUDGET  

Wednesday,  Mar.  21,  2  p.m. 
The  federal  government  will  probably 
report  a  budget  deficit  of  about  $30  bil- 
lion for  February.  Tax  receipts  remain 
sluggish  because  of  falling  corporate 
profits  and  overall  weak  economic 
growth.  Meanwhile,  government  outlays 


continue  to  grow  by  about  57'  from  year- 
ago  levels.  Last  February,  the  govern- 
ment posted  a  $27.9  billion  deficit. 

DURABLE  GOODS  ORDERS  

Friday,  Mar  23,  8:30  a.m. 
New  orders  placed  with  durable  goods 
producers  likely  rebounded  by  7%  in 
February,  after  crashing  10.57^  in  Janu- 
ary. This  is  suggested  by  an  expected 
gain  in  orders  for  transportation  equip- 
ment— mostly  cars  and  aircraft — follow- 
ing a  28.87'  drop  in  January.  Unfilled 
orders  probably  slipped  in  February  af- 
ter rising  a  slight  0.27  in  January.  The 
weakness  in  the  backlog  of  unfilled  or- 
ders indicates  that  output  and  job 
growth  in  the  durable  goods  sector  will 
remain  sluggish  in  coming  months.  | 
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AN 
IMPROVED 
BUSINESS 
PICTURE. 


Picture  this:  a  computer  with 
the  power,  speed  and  VGA  graphics 
capabihty  of  a  high-performance 
desktop  PC,  that's  small  enough  to 
slip  into  a  desk  drawer. 

That's  the  beauty  of  the 
Toshiba  T5200  laptop  computer. 

The  T5200  is  our  most  sophis- 
ticated laptop  ever.  It  has  an  Intel 
80386  microprocessor,  32-bit  archi- 
tecture, and  it's  IBM  compatible. 
And  you  can  choose  your  operating 
system -MS  DOSf  MS  OS/2® 
or  Unix? 

It's  like  having  an  entire 
computer  department  in  a  briefcase. 
And  because  it's  no  bigger  than  a 
briefcase,  you  can  access  your 
office  mainframe  anywhere  you  go. 

Our  laptop  is  only  one  example 
of  how  we  do  business.  Because 
every  piece  of  business  equipment 
we  make,  from  copiers  to  fax 
machines,  to  phone  systems,  are 
all  designed  around  one  central 
idea:  The  best  way  to  improve  our 
business  is  to  improve  yours. 


Intel  IS  a  trademark  of  Intel  Corporation  Unix  is  a  registered 
trademark  of  American  Tefeptione  and 
Telegraph  Company  IBIvl  is  a  trademark  of  International 
Business  Machines  Corporation,  IVfS  DOS  and  MS  OS/2 
are  registered  trademarks  of  Microsoft  Corporation 


In  Touch  with  Tomorrow 

TOSHIBA 


For  more  information  write  Toshiba  America  Information  Systems.  I nc  .9740  Irvme  Blvd  .  Irvine,  CA  92718  or  call  1-800-457  7777 
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A  WAKE-UP  CALL 
FROM  ROSTY 

HIS  SCHEME  FACES  HUGE  OBSTACLES— BUT  MIGHT  SPARK  SERIOUS  BUDGET  TALKS 


m 


M 
lieifo: 


It  is  a  reflection  of  the  cuiTent  mood 
in  Washing'ton  that  two  rumors 
swept  the  Capitol  soon  after  House 
Ways  &  Means  Committee  Chairman 
Dan  Rostenkowski  (D-Ill.)  offered  his 
dramatic  $511  billion  plan  to  wipe  out 
the  budget  deficit.  The  first  was  that  he 
was  about  to  resign.  The  second  held 
that  the  old-school  Chicago  pol  was 
about  to  be  indicted  for  unknown  of- 
fenses. There  was  no  basis 
for  the  scurrilous  specula- 
tion. But  years  of  budget  pa- 
ralysis have  spawned  such 
cynicism  that,  according  to 
the  prevailing  wisdom,  only 
a  lame  duck  or  a  desperate 
man  would  offer  a  painful 
plan  to  wipe  out  the  $161  bil- 
lion federal  deficit. 

Rostenkowski's  proposal, 
presented  with  little  warn- 
ing, was  designed  to  shock  a 
jaded  capital  into  doing 
something  about  the  deficit 
(table).  On  the  spending 
side,  it  would  slash  planned 
defense  outlays  by  $150  bil- 
lion over  five  years  and 
freeze  most  other  spend- 
ing— including  Social  Securi- 
ty— in  1991.  It  would  raise 
almost  $200  billion  in  new 
taxes,  almost  all  of  it  from 
individuals,  and  bar  any  tax 
cuts. 

BALANCED  MIX.  All  of  these 
elements  have  been  around 
for  years.  But  Rostenkow- 
ski's packaging  and  timing 
breathed  some  life  into  old 
ideas — largely  because  it  re- 
lies on  a  balanced  mix  of  tax 
hikes,  defense  reductions, 
and  entitlement  cuts.  "If  we 
ever  get  meaningful  deficit 
reduction,"  says  Stephen  E. 
Bell,  former  staff  director  of 
the  Senate  Budget  Commit- 
tee, "it's  going  to  look  a  lot 
like  Rostenkowski's  plan." 


Despite  its  balance,  the  idea  has  been 
received  with  much  praise — but  no  real 
support — both  on  Capitol  Hill  and  in  the 
White  House.  Years  of  high-deficit  pros- 
perity have  convinced  voters  that  the 
government's  red  ink  doesn't  matter. 
And  years  of  demagoguery  and  double- 
dealing  have  left  politicians  reluctant  to 
tackle  the  issue.  "We've  got  to  convince 
politicians  that  they've  got  to  confront 


this,"  says  a  Rostenkowski  aide.  "No 
more  grow-your-way-out  stuff,  no  more 
slide-by." 

The  Administration's  curious  response 
to  Rostenkowski's  surprise  proposal  re-  ifMm 
fleets  its  own  deep  ambivalence.  Presi- 
dent Bush  praised  Rostenkowski's  "evi-  ii 
dent   goodwill   and  determination 
Budget  Director  Richard  G.  Darman, 
who  called  the  scheme  the  Democrats'  «wsai  b 
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ROSTENKOWSKI'S 
PLAN  TO  SLAY  THE 
BUDGET  DEFICIT 

Cumulative  five-year  savings 
(billions  of  dollars) 

Freeze  defense  spending  for 
1 99 1 ,  increase  it  by  only  1  %  a 
year  1992-95 

$150 


Freeze  medicare  spending  and 
cost-of-living  increases  for  most 
programs,  including  Social  Secu- 
rity, for  1991 .  Freeze  all  other 
government  spending  for  the 
same  period 

$104.5 

Suspend  indexing  of  all  income- 
tax  rates  for  1991 


$49.3 
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lost  serious  proposal,"  has  long  been 
jking  a  vehicle  for  a  multiyear  budget 
al.  Other  top  Administration  aides,  in- 
iding  chief  economic  adviser  Michael 
Boskin  and  Treasury  Secretary  Nicho- 
F.  Brady,  genuinely  believe  that  re- 
cing  the  deficit  should  be  a  top  domes- 
priority. 

But  the  President  himself  looms  as 
;  biggest  obstacle.  He  hasn't  yet 
dged  from  his  "read  my  lips"  tax 
idge.  And  until  Democrats  believe 
sh  is  ready  to  compromise,  Rosty's 
,n  will  go  nowhere. 
Slonetheless,  Rostenkowski's  gambit 
3  helped  jump-start  a  budgetary  pro- 
is  that  had  broken  down.  "An  awful 
of  effort  is  going  to  be  put  into  gen- 
iting  some  form  of  movement  from 
s,"  observes  one  senior  Senate 
publican  aide.  "This  package  is  not 
ing  to  become  law,  but  pieces  of  it 
lid  lead  to  the  compromise  that  every- 
3  is  looking  for." 

3n  the  spending  side,  Rostenkowski's 
)posal  isn't  shockingly  different  from 


Raise  taxes  on  gas,  beer,  wine, 
cigarettes,  and  pollutants 

$101.1 


Raise  the  top  individual  income 
tax  rate  for  couples  earning 
more  than  $217,000  from  its 
present  28%  to  33% 

$44.3 


Interest  savings 

$61.9 

Total  deficit  reduction  1991-5 

$511.6* 

*Numbers  don't  add  to  total  because  of  rounding 
DATA;  HOUSE  WAYS  8.  MEANS  COMMIHEE 


Bush's  fiscal  1991  budget.  Each  would 
cut  projected  federal  spending  by  about 
$250  billion  by  1995.  Rostenkowski's 
$150  billion  cut  in  defense  spending  will 
almost  certainly  be  acceptable  to  Bush, 
because  it's  about  the  best  he  can  expect 
from  the  Democratic  Congress.  Both 
would  freeze  some  cost-of-living  in- 
creases, although  Bush  has  ruled  out 
cuts  in  Social  Security  benefits. 
SCORING  POINTS.  Taxes  remain  the  criti- 
cal difference.  Rostenkowski's  plan 
would  hike  revenues  by  almost  $200  bil- 
lion over  the  next  five  years.  The  key 
elements:  Raise  the  top  tax  rate  for  the 
highest-income  individuals  to  337',  sus- 
pend indexing  for  one  year,  and  raise 
excise  taxes  on  alcohol,  tobacco,  and 
gasoline.  Bush's  budget  calls  for  only 
$17  billion  in  higher  taxes  and  fees. 
Bush  complicated  matters  by  proposing 
a  fistful  of  controversial  tax  breaks,  in- 
cluding a  capital-gains  rate  cut  and  in- 
centives for  personal  savings,  research 
and  development,  and  oil  exploration. 
Democrats  have  tried  to  counter  this 
with  some  reductions  of 
their  own.  Senator  Daniel  P. 
Moynihan  (D-N.  Y.)  is  push- 
ing a  $55  billion  cut  in 
Social  Security  payroll  tax- 
es. The  House  Democratic 
leadership  has  been  explor- 
ing ways  to  score  election- 
year  points  by  showering 
tax  breaks  on  "working 
people." 

Rosty  wants  to  stop  it  all. 
A  big  loser  to  Ronald  Rea- 
gan in  the  bidding  war  over 
the  1981  tax  cuts,  he  be- 
lieves that  Democrats  can 
never  best  the  White  House 
at  this  game. 

Although  it  may  go  no- 
where in  the  end,  the  Ros- 
tenkowski  plan  has  already 
slowed  the  rush  to  cut  taxes. 
His  opposition  may  discour- 
age House  Democratic  lead- 
ers from  pushing  any  reduc- 
tion in  payroll  taxes.  And  in 
the  short  term,  Rosty's 
stance  complicates  Bush's 
efforts  to  win  passage  of  a 
capital-gains  cut.  The  mes- 
sage to  Bush:  The  price  of  a 
capital-gains  tax  cut  is  a  big 
budget  deal  that  includes 
higher  rates  for  the 
wealthy. 

Rostenkowski's  preemp- 
tive strike  has  deepened  the 
divisions  in  Democratic 
ranks.  On  Mar.  8,  just  three 
days  before  Rostenkowski 
went  public,  Majority  Lead- 


IF  BUSH  WON'T  BUDGE  ON  NEW  TAXES, 
THERE'S  LITTLE  ROOM  FOR  COMPROMISE 


er  Richard  A.  Gephardt  (D-Mo.)  said  that 
Democrats  oppose  raising  taxes  on 
workers  and  instead  urged  tax  cuts. 
Rosty's  action  was  motivated  in  part  by 
his  unwillingness  to  let  Gephardt  and 
others  talk  Speaker  Thomas  S.  Foley  ID- 
Wash.)  into  supporting  tax  cuts  without 
a  fight. 

The  struggle  between  Rostenkowski, 
who  has  a  history  of  cooperation  with 
the  White  House,  and  Gephardt,  a  popu- 
list who  delights  in  taking  on  Bush,  is  a 
symptom  of  the  broad  division  within  the 
party  over  economic  policy.  Some  Demo- 
crats think  that  the  bulk  of  both  the  tax 
hikes  and  the  budget  cuts  will  hit  tradi- 
tional Democratic  constituencies  while 
striking  only  a  glancing  blow  against 
GOP  supporters.  The  blueprint,  for  exam- 
ple, does  not  raise  corporate  taxes.  Oth- 
er Democrats  believe  that  Rostenkowski 
is  leading  them  into  a  familiar  trap. 
They  worry  that  once  congressional 
leaders  endorse  a  plan  that  raises  taxes 
by  almost  $200  billion.  Bush  will  pounce 
with  Ronald  Reagan's  tried-and-true 
line:  There  they  go  again. 

To  translate  his  proposal  from  cloak- 
room talk  into  a  budget  deal,  Rosten- 
kowski has  to  persuade  wary  fellow 
Democrats  to  sidle  back  to  the  table 
with  Bush.  And  the  President,  for  his 
part,  has  to  stop  talking  out  of  both 
sides  of  his  lips.  "Everyone's  had  this 
plan  in  their  back  pocket  for  years," 
says  one  senior  House  Democratic  aide. 
"But  you  can't  do  it  without  the  Presi- 
dent. That  hasn't  changed." 
By  Howard  Glcckman.  with  Paula  Dwyer 
and  Douglas  Harbrecht,  in  Washington 
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EXECUTIVE  SUITE  I 


BOB  SCHOELLHORN 

IS  REFUSING  TO  GO  QUIETLY 


Abbott's  ex-chairman  is  suing  the  board  that  voted  to  fire  him 


It's  an  unwritten  rule  of  corporate 
combat:  Losers  leave  quietly,  their 
bank  accounts  bulging.  That  at  first 
seemed  the  case  at  Abbott  Laboratories. 

In  early  December,  Abbott's  board 
seized  operating  control  of  the  company 
from  its  longtime  chairman  and  chief  ex- 
ecutive. Robert  A.  Schoellhorn.  Within 
days,  the  17-year  veteran  of  the  $5.4  bil- 
lion company  was  shuffled  from  his 
sprawling  corner  office  to  more  modest 
quarters  down  the  hall.  His  longtime 
secretarj'  was  reassigned  to 
his  successor.  His  duties 
were  confined  to  hosting 
monthly  board  meetings  and 
the  annual  shareholders' 
meeting.  If  all  had  gone  as 
planned.  Schoellhorn  would 
have  retired  inconspicuously 
in  August  a  good  deal  richer, 
and  Abbott  would  have  kept 
its  problems  in  the  shadows. 
RETALIATION.  But  Schoell- 
horn shattered  that  code 
of  corporate  conduct — and 
thrust  Abbott  under  a  harsh 
spotlight.  On  Mar.  8,  an  em- 
bittered Schoellhorn  filed  suit 
against  the  company  and 
four  of  its  outside  directors, 
alleging  fraud  and  deception 
in  their  efforts  to  remove 
him  from  power.  These  direc- 
tors— Quaker  Oats  Chairman 
William  D.  Smithburg. 
Amoco  President  H.  Lau- 
rance  Fuller,  Humana  Chair- 
man David  A.  Jones,  and 
Chairman  William  L.  Weiss — last  year 
formed  a  committee  to  probe  concerns 
about  Schoellhorn's  performance  and 
ability  to  groom  a  successor.  The  com- 
mittee found  widespread  complaints 
about  Schoellhorn  among  Abbott's  top 
executives.  By  getting  him  to  give  up 
the  CEO's  job  and  forcing  him  to  retire  in 
August,  at  62,  the  board  seemed  to  have 
relieved  a  huge  headache. 

No  such  luck.  Schoellhorn  filed  suit 
after  a  Mar.  8  vote  of  Abbott  directors 
to  fire  him  as  chaii-man  and  ban  him 
from  company  property  for  his  allegedly 
"disruptive"  behavior.  Duane  L.  Burn- 
ham,  Schoellhorn's  successor,  tried  im- 
mediately to  move  Schoellhorn  to  an  off- 
site  office,  and,  Schoellhorn's  lawyers 
allege,  Burnham  ordered  an  Abbott  em- 


ployee to  scrape  the  company  decal  off 
Schoellhorn's  Mercedes  convertible  so 
that  he  could  no  longer  enter  Abbott's 
300-acre  compound  without  permission. 

Schoellhorn  swiftly  retaliated.  Before 
the  board's  9  a.m.  meeting  had  even  end- 
ed, Schoellhorn's  lawyers  rushed  to  the 
county  courthouse  to  file  a  complaint. 
By  3  p.m.,  Schoellhorn's  team  was  argu- 
ing before  a  judge  for  a  temporary  re- 
straining order  preventing  the  board 
from  removing  him  from  his  job  and 
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banishing  him  from  headquarters.  The] 
judge  denied  Schoellhorn's  request  to  bet --3> 
reinstated — subject  to  later  review — but|rr.'iii 
ordered  that  he  get  to  keep  an  office. 
■AWKWARD  SITUATION.'  Schoellhorn's  sta 
tus  at  the  company  was  hardly  assured, 
however.  Over  the  weekend,  the  con- 
tents of  Schoellhorn's  office  were  moved 
to  a  nearby  building,  and  while  his  park- 
ing pass  was  restored,  he  now  had  to 
walk  a  greater  distance  to  his  office.  On 
Monday,  Mar.  12,  Schoellhorn's  lawyers  e 
stormed  back  to  court,  arguing  that  Ab- 
bott should  be  held  in  contempt.  Ab- 
bott's lawyers  countered  that  because 
Schoellhorn's  office  was  next  to  that  of 
its  general  counsel,  his  presence  would 
make  it  impossible  to  discuss  litigation 
strategy.  The  judge  delayed  a  hearing 
until  Mar.  28.  "It  was  a  ver\-  awkw-ard 
situation,"  explams  one  top  Abbott  exec- 
utive. "Duane  was  at  one  end  of  the|:-.\k' 
executive  suite,  and  Bob  was|i  [m 
at  the  other.  I  can't  under- 
stand why  Bob  wanted  totm 
stay  there."  Itciis 

Others  wonder  how  the  sit- 
uation ever  could  have  got- 
ten so  out  of  hand.  "I've  nev- 
er heard  of  a  former 
chairman  of  a  company  this 
large  bringing  suit  against  a 
company  and  its  directors," 
says  Jay  W.  Lorsch,  a  Har- 
vard business  school  profes- 
sor and  author  of  Pawnsh.r%r. 
or  Potentates:  The  Reality 
of  America's  Corporate 
Boards.  Abbott  and  its  direc- 
tors decline  to  comment  on 
what  led  up  to  the  firing  and 
the  suit,  as  does  Schoellhorn, 
But  sources  close  to  the  com- 
pany believe  that  the  dispute 
centered  on  Schoellhorn's  i 
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SCHOELLHORN  (ABOVE)  AND  SUCCESSOR  BURNHAM:  A  DISPUTE  MAY 
HAVE  ERUPTED  OVER  A  RICH  SEVERANCE  PACKAGE 


Ameritech 
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severance  package,  worth  as  r 


much  as  S4.8  million  in  cash 
and  potentially  more  than 
S10.6  million  in  restricted  stock  and  op- 
tions. The  board,  insiders  say,  had  hoped 
that  Schoellhorn  would  agree  to  retire  as 
chairman  and  as  a  director  if  he  got  a 
generous  send-off. 

That  hope  was  soon  dashed.  Negotia- 
tions broke  down  over  the  issue  of 
whether  Schoellhorn  would  be  forced  to 
give  up  some  compensation  by  exercis 
ing  his  270.788  options  immediately  and 
forfeiting  added  options  that  he  was  not 
yet  fully  vested  in — a  move  the  board 
favored,  according  to  sources  close  to 
the  company. 

Moreover,  court  documents  indicate^- 
that  he  felt  humiliated  by  Burnham  and 
the  board.  Schoellhorn's  use  of  corporate 
jets  had  been  sharply  curtailed,  he  was  ■. 
no  longer  permitted  to  write  checks  on 
corporate  accounts,  his  mail  was  being 
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jularly  intercepted,  and  his  annual 
y  was  cut  in  half,  to  $800,000.  Schoell- 
rn  also  was  allegedly  given  the  silent 
latment  by  Abbott  brass  at  Burnham's 
ection.  His  treatment  by  Abbott,  he 
irges  in  the  suit,  was  "demeaning  and 
tently  vicious." 

With  emotions  running  high  and  nego- 
tions  over  the  severance  package 
icked,  the  upcoming  Mar.  8  board 
leting  looked  to  be  a  doozy.  Moreover, 
?  problems  were  compounded  by  a 
ht  deadline:  The  meeting  was  the  last 
fore  the  company  sent  its  proxy  to  the 
nter  in  preparation  for  its  Apr.  20  an- 
al meeting.  To  print  the  proxy,  the 
ard  had  to  decide  whether  it  would 
lominate  Schoellhorn  as  a  director, 
e  board,  one  insider  says,  was  reluc- 
it  to  nominate  him  because  the  negoti- 
ons  had  taken  such  an  ugly  turn. 
By  mid-February,  Schoellhorn  had  re- 
ned  high-powered  legal  counsel.  And 
the  March  board  meeting,  his  lawyers 
d  prepared  a  lawsuit.  Although  the 
ird  had  the  authority  to  fire  him  as 
lirman,  it  was  unable  to  remove  him 
>m  the  board  before  the  end  of  his 
■m  without  a  shareholder  vote. 
iONGED?  Insiders  believe  that  the 
ard  refused  to  give  in  to  Schoellhorn's 
■eats  to  file  the  lawsuit  if  his  sever- 
ee  demands  weren't  met.  "They  were 
t  going  to  buckle  under,"  says  a 
arce  close  to  the  board.  Schoellhorn 
rtisans  differ.  "This  was  not  a  negoti- 
!d  scenario,"  says  John  H.  Mathias  Jr., 
iioellhorn's  lead  counsel.  "It  was  a  uni- 
eral  act  on  the  part  of  the  board." 
Mathias  declines  to  elaborate.  But  the 
it  alleges  that  the  company  and  the 
ir  directors  threatened  Schoellhorn 
th  "immediate  irreparable  harm"  and 
isting  financial  damages"  by  remov- 

him  from  office.  Moreover,  it  con- 
ids  that  directors  had  fraudulently 
anged  Abbott  bylaws  in  December  to 
■ip  him  of  "virtually  every  power"  that 
d  been  the  chairman's. 
Schoellhorn  has  supporters  who  think 
has  been  wronged.  "If  the  board  had 
agreement  with  Schoellhorn,  it  should 
ve  followed  through,"  says  Richard 
,  Kasperson,  Abbott's  former  vice- 
Bsident  for  regulatory  affairs.  "Bob 
I  a  spectacular  job  when  he  was  chair- 
m  and  chief."  Yet  current  Abbott 
ecs  believe  morale  has  improved 
eatly  in  recent  months  under  Burn- 
m.  "I've  been  impressed  with  what 
e  seen  from  Duane.  I  think  I  speak 
!•  every  corporate  officer,"  says  one. 
The  one  thing  almost  everyone  agrees 

is  the  suit's  destructiveness.  Says 
irnard  H.  Semler,  Abbott's  former 
ief  financial  officer:  "I  think  Bob's 
ly  hurting  himself."  In  this  fight,  bow- 
er, both  sides  are  likely  to  lose  some 
)od. 

By  Julia  Fhjnn  Siler  in  Chicago 


Commentary/by  Ronald  Grover 

WHAT'S  GOOD  FOR  ARMAND  HAMMER 
MAY  HOT  BE  SO  GOOD  FOR  OXY 


For  33  years,  Armand  Hammer  has 
run  Occidental  Petroleum  with  his 
own  unique  brand  of  corporate 
statesmanship.  Some  might  say  egoma- 
nia. He  schedules  Oxy's  annual  meet- 
ing on  his  birthday.  Since  1983,  Oxy 
has  paid  $12  million  to  Hammer's  own 
charitable  foundation.  At  company  ex- 
pense, he  jets  to  London  for  dinner 
with  Prince  Charles  or  to  Moscow  for 
an  art  gallery  opening  aboard  Oxy 
One,  the  company's  private  727. 

Oxy  says  Hammer  spreads  goodwill 
and  promotes  business  contacts.  But 
where  does  corporate  citizenship  end 
and  personal  aggrandizement  begin? 

That  question  is 
now  being  asked  in 
Delaware  Chancery 
Court.  At  issue  is  the 
oil  company's  under- 
writing of  the  Armand 
Hammer  Museum  of 
Art  &  Cultural  Cen- 
ter, which  the  compa- 
ny estimates  will  cost 
$50  million  to  build 
and  a  further  $24  mil- 
lion to  operate  over  30 
years.  The  ego  payoff 
for  Hammer,  who  will 
bequeath  his  vast  art 
collection  to  the  muse- 
um, is  obvious.  But  a 
growing  number  of 
Oxy  shareholders,  in- 
cluding the  powerful 
California  Public  Em- 
ployees' Retirement  System  (CalPERS), 
are  hard-pressed  to  see  how  it  will  help 
their  investment. 

'OBSESSED'?  CalPERS  is  Suing  in  Dela- 
ware for  an  accounting  of  how  much 
the  oil  company  has  spent  on  the  muse- 
um, now  under  construction.  "Cost  in- 
creases and  other  contingencies  have 
occurred,"  Oxy  admits.  "Any  fair-mind- 
ed observer  would  say  that  Armand 
Hammer  has  been  a  towering  force  for 
this  company,"  says  DeWitt  Bowman, 
CalPERS'  chief  investment  officer.  "But 
sometimes,  as  people  get  older,  they 
get  obsessed  with  things  that  are  no 
longer  good  for  the  company." 

Hammer  is  clearly  obsessed  with  the 
museum.  His  collection,  which  includes 
more  than  60  paintings  by  old  masters 
and  Impressionists,  is  valued  at  more 
than  $250  million.  Originally,  he  had 
agreed  to  give  it  to  the  Los  Angeles 
County  Museum  of  Art.  But  when  the 


HAMMER,  91:  HOW  MUCH  HAS 
OXY  PAID  TOWARD  HIS  MUSEUM? 


county  refused  his  demands,  including 
taking  the  names  of  other  donors  off 
the  building,  he  decided  to  build  his 
own  museum  next  to  Oxy  headquar- 
ters. Hammer  isn't  talking  these  days, 
but  in  1988,  when  he  unveiled  plans  for 
the  museum,  he  said:  "It  has  become 
impossible  for  the  county  museum  to 
do  justice  to  my  collections." 

Oxy's  dissident  shareholders  might 
be  happier  with  Hammer  if  the  compa- 
ny were  doing  better.  But  last  year, 
earnings  fell  &7<,  to  $285  million.  The 
company's  4.27'  return  on  equity  is 
well  below  the  industry's  11.57  aver- 
age. Its  stock  trades  around  $27  a 
share,  near  its  52- 
week  low,  and  it 
is  only  that  high 
by  virtue  of  a  $2.50 
dividend — more  than 
twice  the  $1.03  a  share 
Oxy  earned  last  year. 
HEIR  APPARENT.  Ham- 
mer could  be  feeling 
the  heat.  On  Feb.  15, 
he  named  President 
Ray  R.  Irani  as  his 
successor.  And  a 
month  earlier,  his  law- 
yers reached  a  settle- 
ment in  one  of  the 
three  Delaware  cases 
by  agreeing  to  curb 
Oxy's  charitable  con- 
tributions and  to  limit 
cost  overruns  on  the 
building  to  $10  million. 
The  agreement  needs  to  be  ap- 
proved by  shareholders,  and  CalPERS 
and  others  are  already  objecting.  "The 
settlement  doesn't  give  anything  to  the 
shareholder,"  says  Nell  Minow,  gener- 
al counsel  of  Institutional  Shareholders 
Services  Inc.,  a  Washington  consultant 
to  several  Oxy  investors.  She  estimates 
that  it  will  cost  Oxy  shareholders  $120 
million  over  the  next  30  years.  "The 
only  benefit  Oxy  is  going  to  get  is  if 
anyone  buys  their  gas  to  get  to  the 
thing,"  she  says. 

The  inevitable  question  is  whether 
Oxy  and  Hammer  would  be  better  off 
parting  ways.  Hammer  will  be  92  by 
Oxy's  next  annual  meeting.  "Give  him 
an  honorary  position,  but  let  someone 
else  run  the  company,"  pleads  an  in- 
vestor. Oxy  says  Hammer  plans  to 
stay  for  the  "indefinite  future."  But  if 
big  investors  stick  together.  Hammer's 
future  may  soon  be  behind  him. 
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k  iL.ECOMMUNICATIONS  I 


FOR  CELLULAR, 
FREEDOM  HAS  ITS  PRICE 


Along  with  deregulation  comes  the  call  for  more  competition 


eregulation  is  sweeping  the  cellu- 
lar industry.  At  least  20  states  in 
recent  years  have  stopped  setting 
rates  for  mobile-phone  service.  And  on 
Mar.  12  came  the  capper — or  so  it 
seems.  California  regulators,  perhaps 
the  nation's  toughest,  proposed  a  plan  to 
let  mobile-phone-service  providers  tenta- 
tively alter  rates  by  up  to  lO''!  at  a  time. 
That  would  do  away  with  the  weeks  or 
months  it  now  takes  to  change  rates. 
What's  more,  the  proposal  would  dereg- 
ulate such  special  services  as  call-for- 
warding. In  the  plan,  "every  single  thing 
is  in  favor  of  the  cellular  carriers,"  ex- 
ults Frederick  A.  Moran,  president  of 
cellular  investor  Moran  &  Associates 
Inc.  in  Greenwich,  Conn. 
PRICE  PRESSURE.  That's  one  way  to  look 
at  it.  But  deregulation  may  have  anoth- 
er, less  welcome  edge.  For  even  as  cellu- 
lar companies  gain  new  freedom,  regula- 
tors want  to  ensure  that  lower  prices  are 
the  result.  California's  plan  calls  for 
strict  new  financial  reporting.  And  hid- 
den under  all  the  new  leave-'em-alone 
laws  remains  a  stronger-than-ever  desire 
among  lawmakers,  competitors,  and  con- 
sumers to  ensure  that  carriers  don't 
take  undue  advantiige.  In  some  deregu- 
lated states,  for  instance,  cellular  rivals 
are  going  to  court  to  fight  what  they 
consider  unfair  competition. 


The  chief  concern:  lingering  evidence 
that  the  duopoly  structure  originally  set 
up  by  the  Federal  Communications 
Commission — two  federally  li- 
censed carriers  in  each  service 
area — hasn't  resulted  in  real 
competition.  In  such  big  markets 


the  industry,  cellular  outfits  may  be 
pressured  to  lower  prices  or  face  re- 
newed regulation.  California  Public  Utili- 
ties Commission  Chairman  G.  Mitchell 
Wilk,  for  example,  vows  to  take  action  if 
prices  don't  come  down  eventually.  Says 
William  J.  Franklin,  a  Washington 
(D.  C.)  lawyer  for  resellers,  outfits  that 
buy  cellular  phone  numbers 
wholesale  from  the  carriers 
and  market  them  to  consum- 
ers: "The  increasing  econom- 
ic importance  of  the  industry 
means  that  the  carriers  must: 
begin  sharing  the  wealth." 

But  public  pressure  to  lower 
rates  comes  at  a  difficult  time. 
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CELLULAR'S  SURGING 
REVENUE  GROWTH... 


...HASN'T  PRODUCED 
LOWER  PRICES 


CELLUUR  SERVICE  RATES 
ACCESS  CHARGE- 
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▲  MILLIONS  OF  DOLURS 

DATA:  CALIFORNIA  PUBLIC  UTILITIES  COMMISSION 
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▲  DOLLARS 


•IN  ADDITION,  THERE  IS  A  USER  CHARGE  OF  45  CENTS  PER 
MINUTE  DURING  PEAK  HOURS  FOR  LOS  ANGELES  AND 
SAN  FRANCISCO-SAN  JOSE 


as  Los  Angeles  and  Houston,  no  carrier 
has  lowered  basic  rates  since  service  be- 
gan in  1984.  Indeed,  California  regula- 
tors declared  that  if  they  had  their  way, 
they  would  kill  the  duopoly  and  allow 
more  carriers. 

Like  cable  operators,  whose  rate  hikes 
have  prompted  lawmakers  to  scrutinize 


to» 
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Highly  leveraged  cellular  companies  are 
depending  on  increasing  cash  flows 
pay  off  debt,  and  it  is  uncertain  whether 
lower  prices  will  actually  prompt  propor- 
tionally more  people  to  sign  up  for  cellu- 
lar. The  uncertainty  is  beginning  to  wor- 
ry some  people.  On  Mar.  8,  for  instance, 
Moody's  Investors  Service  Inc.  put  $1.2 
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HERE  COMES 

THE  MOBILE  PHONE 

FOR  EVERYMAN 


When  TeleStrategies  Inc.  President 
.Jerry  G.  Lucas  held  a  seminar  in 
Arlington,  Va.,  back  in  .January,  he 
didn't  expect  a  big  turnout.  But  more 
than  270  communications  industry  exec- 
utives from  14  countries  flocked  to  hear 
the  presentation  on  personal-communi- 
cations networks  (PCNs),  a  fledgling 
technology  that  resembles  the  handheld 
"communicators"  used  on  Star  Trek. 
"It  was  a  zoo,"  consultant  Lucas  says. 

The  seminar's  focus  of  interest  was  a 
new  portable-phone  system  that  some 
industry  insiders  believe  will  become  the 
next  communications  mother  lode — and 


a  potential  competitor  for  cellular 
phones.  Customers  would  be  able  to 
make  and  receive  calls  using  a  $.50  cord- 
less, pocket-size  phone  at  just  a  fraction 
of  the  cost  of  a  cellular  call,  perhaps  2.5$ 
a  minute,  vs.  $1  or  more  for  cellular. 
PCN  could  bring  mobile  communication 
to  "the  masses,"  says  Frank  Barbetta 
of  Probe  Research  Inc., 
a  market  research  firm 
that's  based  in  Cedar 
Knolls,  N..J. 

NOT  FOR  A  WHILE.  The  PCN 

system  works  much  like 
cellular,  with  calls  trans- 
ferred from  one  receiver  to 
the  next  as  callers  move 
between  "cells."  But  pcn's 
low-power  services  would 
cover  a  smaller  geographi- 
cal area — and  cost  only  a 
third  of  what  it  takes  to 
set  up  a  cellular  network. 


SMALL  WONDER:  A 
BRITISH  FOLD-OUT  CT2 
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The  service  will  not  be  widely  a 
able  anytime  soon.  The  Federal  Con  ter 
nications  Commission  hasn't  ruled 
petition  by  New  York-based  Millp 
Inc.  to  allot  spectrum  space  to  PCN. 
the  digital  technology  needed  for  a 
blown  system  does  not  yet  exist. 
FCC  Chairman  Alfred  C.  Sikes  f^msalre, 
that  a  decision  on  ho 
proceed    could  be 
nounced  this  summer, 
agency  has  already  K 
lowed  some  experimen 
be  carried  out.  Later 
year.  Cellular  21  Inc.  ii 
ramus,  N.  J.,  is  set  to 
tests  in  Elmira,  N.  Y., 
New  York  City  of  ar 
vanced    home  core 
phone,  known  as  CT2, 
is  aimed  at  pedestrian 
allows  only  outgoing  (jl 
which  must  be  made  n( 
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ADVERTISING 


RINEY  DENIES  WIDESPREAD  RUMORS  THAT  HE'S  TRYING  TO  SELL  THE  BOUTIQUE  AGENCY 


IS  IT  STILL  MORNING  IN  AMERICA 
FOR  ADMAN  HAL  RINEY? 


He  has  GM's  big  Saturn  account,  but  key  staffers  ai-e  leaving  liis  shop 


llion  of  Centel  Corp.'s  debt  under  re- 
ew  because  of  the  strain  on  Centel  of 
lilding  its  cellular  network.  What's 
ore,  cellular  companies  face  dauntinjj: 
chnical  hurdles.  Converting  current  an- 
og  systems  to  more  efficient  digital 
stems  will  be  costly.  Moreover,  emerg- 
g  alternatives  to  cellular,  such  as  a 
fiall-scale  service  called  personal  com- 
unications  network  (box),  are  getting  a 
)od  reception  in  Washington. 
■RICT  SCRUTINY.  Meanwhile,  carriers 
ce  increasing  challenges  on  a  number 
other  fronts.  Lawmakers  in  New 
ark,  for  instance,  are  considering  a  bill 
at  would  deregulate  cellular  retailers 
it  also  limit  how  much  carriers  can 
arge  wholesale.  And  some  disputes  be- 
^een  the  carriers  and  resellers  have 
3und  up  in  court.  In  Los  Angeles,  four 
ea  cellular  resellers  in  December  filed 
$115  million  lawsuit  charging  Los  An- 
'les  Cellular  Telephone  Co.  and  PacTel 
?llular  with  fixing  prices.  Since  service 
■gan  in  1984,  both  have  offered  basic 
tes  of  $45  a  month  and  45$  a  minute, 
iiong  the  highest  in  the  nation  (chart), 
irriers  say  prices  haven't  changed  be- 
use  regulatory  constraints  offer  little 
centive  to  compete  on  price. 
Given  the  national  trend  toward  de- 
gulation,  it's  unclear  how  soon  con- 
imer  worries  will  be  addressed.  But 
ark  R.  Hamilton,  an  executive  vice- 
esident  of  McCaw  Cellular  Communi- 
tions  Inc.,  concedes:  "The  growth  of 
e  industry  has  caused  people  to  take  a 
3ser  look."  Adds  Silver  Spring  (Md.) 
lalyst  Herschel  Shosteck:  "As  the  in- 
istry  gets  larger  and  larger,  state  reg- 
ators  are  going  to  step  in."  Cellular's 
arch  to  easy  profits  isn't  as  inevitable 
.  it  looks. 

By  Robert  D.  Hof  in  San  Francisco,  with 
n-eau  reports 


Two  years  ago,  maverick  adman  Hal 
Riney  was  the  toast  of  the  ad  biz. 
His  midsize  San  Francisco  shop, 
Hal  Riney  &  Partners  Inc.,  had  just 
edged  out  two  larger  agencies  to  land 
the  high-profile  Saturn  account  from 
General  Motors  Corp.  Riney's  sometimes 
witty,  sometimes  sentimental  ads  for  cli- 
ents such  as  E.  &  J.  Gallo  Winery  and 
Alamo  Rent-a-Car  had  come  to  epitomize 
the  creative  elan  of  agencies  outside 
Manhattan.  And  the  $100  million  Saturn 
account  stood  to  propel  Riney's  creative 
boutique  into  the  big  leagues. 

But  these  days,  the  glow  has  dimmed 
for  the  man  who  helped  craft  the  Rea- 
gan tag  line  "It's  morning  in  America." 
The  agency  is  widely  rumored  to  be  for 
sale,  and  defections  from  Riney's  200- 
person  shop  have  been  mounting — al- 
most a  dozen  creative  people  in  the  past 
six  months.  In  early  March,  four  execu- 
tives quit  to  start  their  own  agency. 
SATURNINE  MOOD.  What's  more,  the  Sat- 
urn project,  GM's  ballyhooed  import- 
fighter,  turned  out  to  be  a  mixed  bless- 
ing. While  it  has  brought  Riney  lots  of 
attention,  he  has  had  to  fight  the  percep- 
tion that  Saturn  is  dominating  his  agen- 
cy. Insiders  say  that  high  expectations 
and  the  long  lead  time  before  the  car's 
rollout — now  scheduled  for  November — 
are  taking  their  toll  on  employees  and 
have  scared  off  new  business.  After  join- 
ing in  the  hype  surrounding  the  project 
last  year,  Riney  has  taken  a  lower  pro- 
file of  late,  presumably  to  dampen  ex- 
pectations. "We're  not  looking  for  any- 
thing revolutionary,"  he  says. 

Riney's  Hamlet-like  behavior  has  only 
added  to  the  jitters  of  clients  and  staff- 


ers. The  trade  press  recently  has  been 
awash  in  rumors  that  the  57-year-old 
Riney  is  agonizing  over  whether  to  sell 
the  shop  he  founded  in  1986  after  leav- 
ing Ogilvy  &  Mather.  Riney  dismisses 
such  talk  as  gossip.  "It's  preposterous," 
he  snaps. 

But  as  his  tone  softens  to  the  gravelly 
purr  familiar  to  millions  as  the  voice- 
over  on  ads  for  Perrier  and  Gallo,  it 
seems  clear  Riney  is  open  to  the  right 
suitor.  "Buyers  are  backed  up  out 
there — I  could  sell  tomorrow,"  he  says. 
And  he  lists  his  criteria  for  a  prospective 
buyer:  "If  we  could  find  an  international 
partner  whose  business  ethics  were  simi- 
lar to  our  own,  we  might  consider  it." 
Advertising  executives  say  Riney  has 
been  negotiating  with  two  British  agen- 
cies: Gold,  Greenlees,  Trott  and  Abbott, 
Mead,  Vickers.  The  obstacle  to  a  deal, 
they  say,  is  that  Riney  &  Partners  is  a 
one-man  show.  With  no  creative  leaders 
to  succeed  him,  it's  a  risky  investment. 
Riney  denies  talking  with  anyone,  Ab- 
bott Mead  says  talks  never  went  beyond 
the  preliminary  stage,  and  Gold  Green- 
lees didn't  return  calls  for  comment. 

So  far,  clients  say  the  rumors  haven't 
affected  the  agency's  service.  But  GM 
has  said  that  a  change  in  management 
at  any  company  involved  in  the  Saturn 
project  could  prompt  the  carmaker  to 
yank  its  business. 

NASTY  BOSS?  Riney's  dominant  presence 
may  have  a  more  unsettling  effect  on 
his  own  troops.  Several  former  creative 
executives  say  employees  are  frustrated 
that  they  rarely  get  any  credit  because 
Riney  is  so  closely  identified  with  all  of 
the  agency's  work.  "He  would  vacuum 


station.  And  the  caller  can't  move, 
er  company,  American  Personal 
unications  Inc.  in  Baltimore,  has  the 
■ad  to  run  a  test  in  Washington, 
that  would  accept  incoming  calls. 
START.  Europe  has  a  big  lead  over 
,  S.  in  the  technology.  Four  British 
nies  already  offer  services  similar  to 
ir  2rs.  Britain  also  granted  three 
lenses  late  last  year.  And  on  Mar.  14, 
antries  agreed  on  CT2  standards  for 
e. 

he  U.  S.,  cellular  operators  fear  the 
tition  and  want  to  control  the  tech- 
r.  But  their  concern  may  be  over- 
.  Cellular  was  supposed  to  kill  off 
3  paging,  which  exploded  instead.  If 
ives  a  similar  stimulus,  says  Don 
ig,  research  director  at  venture  capi- 
Accel  Partners,  it  may  mean  "a  big- 
e  for  everybody." 

Work  Lewyn  in  Washingtoy},  with  Mark 
lont  in  London 
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the  brains  of  the  agency  and  then  do 
something  himself  that  vaguely  resem- 
bled the  ideas  of  the  others,"  says  one 
former  creative  director. 

Riney  replies  that  he's  trying  to  re- 
duce his  role,  but  he  bridles  at  industry 
scuttlebutt  that  he's  tired  and  yearns  for 
more  time  off;  "Do  you  know  what  I  did 
today?"  he  asks.  "I  wrote  two  radio 
commercials,  two  TV  commercials,  and  a 
speech."  He  also  claims  all  but  two  of 
the  employee  defections  were  prompted 
by  his  efforts  to  get  rid  of  underachiev- 


ers.  One  former  executive  disagrees:  "I 
never  saw  anybody  driven  out  of  there. 
There's  been  a  real  loss  of  ability." 

That  could  prove  dangerous  as  the  un- 
veiling of  the  Saturn  campaign,  the 
year's  most  eagerly  awaited,  draws 
near.  Now  more  than  ever,  industry  ob- 
servers believe  the  future  of  Hal  Riney 
&  Partners  is  unduly  dependent  on  the 
boss  looking  both  ways  before  he  cross- 
es the  street. 

By  Joan  O'C.  Hamilton  in  San  Francis- 
co, with  Mark  LancUer  in  New  York 


BANKING  I 


WHY  FLORIDA'S  BIGGEST  BANK 
IS  SUDDENLY  SWEATING 


Baniett  tried  to  play  it  safe  in  real  estate,  but  it  may  lose  a  bundle 


arnett  Banks  likes  to  call  itself 
"Florida's  bank."  Few  could  suc- 
cessfully argue  the  point.  With 
521  offices  dotting  the  retiree-rich  penin- 
sula, the  Jacksonville-based  bank  in  re- 
cent years  grabbed  22.5'/^  of  the  state's 
total  deposits  to  become  the  banking 
kingpin.  Lore  had  it  that  its  conservative 
management  would  steer  clear  of  the 
real  estate  mess  that  mired  competitors. 
"Barnett  is  Florida,"  says  analyst  Paula 
S.  Johannsen  of  Williams  Securi- 
ties Group  Inc.  in  Tampa. 

Now,  Florida  real  estate  is 
looking  like  a  swamp  again,  and 
this  time,  Barnett  Banks  Inc.  has 
got  its  feet  wet.  A  sharp  hike  in 
nonperforming  loans  forced  the 
bank  to  jack  ujj  1989  loan-loss 
[jrovisions  by  $40  million,  to  $154 
million  (chart).  Concern  over 
Florida  real  estate  woes  is  the 
main  reason  Moody's  Investors 
Service  Inc.  on  Mar.  9  downgrad- 
ed some  Barnett  debt.  Chester  V. 
Murray,  an  associate  director  at 
Moody's,  worries  that  Barnett  is 
exposed  in  the  areas  of  "most 
concern" — shopping  centers,  of- 
fice buildings,  and  hotels.  The 
news  hit  Barnett's  stock,  which 
closed  at  31  on  Mar.  14,  down 
from  its  .52-week  high  of  40. 
'LESS  CONFIDENT.'  Moreover,  fed- 
eral regulators  are  studying  Bar- 
nett intensely  as  part  of  a  re- 
gional probe.  Barnett,  unaccus- 
tomed to  such  scrutiny,  insists  it 
has  a  handle  on  the  prol)lems. 
"Yes,  the  market  is  soft,"  says 
Chief  Financial  Officer  Stephen 
A.  Hansel.  "But  we're  dealing 
with  it." 

No  one's  saying  the  bank  is 


headed  for  insolvency.  In  1989,  net  in- 
come climbed  137^,  to  $256  million.  Bank 
officials  also  point  out  that  the  biggest 
chunk  of  its  loan  portfolio  is  invested  in 
low-risk  residential  real  estate.  And 
economists  note  that 
Florida's  woes  are  not 
crippling,  as  was  the  oil 
glut  that  wiped  out  Tex- 
as. "Florida  is  not  going 
to  get  like  the  South- 


BARNETT'S  PROBLEMS 
ARE  COMPOUNDING 


160 


west  or  New  England,"  says  Barnett 
economist  Mark  P.  Vitner.  Why?  An 
economy  that's  better  split  among  tour- 
ism, manufacturing,  and  foreign  trade. 

Still,  the  recent  news  on  Barnett  is 
unusually  bad.  Nonperforming  assets 
l^st  year  jumped  187,  to  $338  million, 
and  Wall  Street  expects  another  jump  in 
the  first  quarter.  Barnett's  Hansel  con- 
cedes that  loan-loss  provisions  this  year 
may  be  higher  than  last  year.  In  meet- 
ings with  banking  analysts  late  last 
month,  Barnett  suggested  that  Wall 
Street  scale  back  1990  earnings  esti- 
mates by  almost  10%,  to  about  $4.30. 
"They  are  a  little  less  confident,  a  little 
more  nervous,"  says  Prudential-Bache 
Securities  Inc.  analyst  George  M.  Salem. 

Why  is  Barnett  sweating?  Overbuilt 
Florida  real  estate.  At  the  end  of  1989, 
vacant  commercial  space  topped  41  mil- 
lion square  feet,  estimates  Goodkin  Re- 
search Corp.  in  Fort  Lauderdale,  which 
conducted  a  study  for  Barnett.  The  mar- 
ket  is  especially  weak  around  Miami, 
Fort  Lauderdale,  and  Palm  Beach,  areas 
where  the  bank  has  $1.4  billion,  or  257' 
of  its  portfolio,  invested.  David  M. 
Dabby,  a  real  estate  analyst  at  Miami- 
based  AREEA  Inc.,  reck- 
ons that  half  the  strip 
shopping  centers  built 
in  south  Florida  since 
1986  are  in  distress.  And 
Barnett  is  hurting  else- 
where. The  Biltmore 
Hotel  in  Coral  Gables 
recently  went  into  bank- 
ruptcy, taking  a  $20  mil- 
lion Barnett  loan  with  it. 
Meanwhile,  forecasts  of 
population  growth  are 
tumbling.  Florida  grew 
3.47  in  1980.  Econo- 
see  that  rate  falling  to 
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1.6'';  by  2000.  That  will  make  it 
tougher  to  fill  the  vacancies.  A 
rebound,  says  Goodkin  analyst 
R.  Thomas  Powers,  is  "not  going 
to  happen  in  1991." 

Barnett  has  also  gotten  the  at- 
tention of  the  Comptroller  of  the 
Currency.  The  OCC  is  poking 
around  at  Barnett  and  other 
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Southeastern  institutions  that  ftrj 
have  257  or  more  of  their  assets 
in  real  estate.  The  OCC  will  notjna 
comment  but  is  expected  soon  to 
wrap  up  its  inquiry.  Most  iikely, 
analysts  say,  the  OCC  will  spare 
Barnett  any  major  charge-offs. 
Instead,  they  say,  the  occ  will 
continue  to  peek  over  the  bank's 
shoulder  until  the  real  estate 


-  fl; 

market  heads  upward  again.  Butjt;,,,  ' 
even  that's  more  unwelcome  at- 
tention than  Barnett  is  used  to. 
By  Antonio  N.  Fins  in  Miami 
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NEWS  SAYS  IT  WILL  PUBLISH,  STRIKE  OR  NO,  BUT  CAN  IT  DELIVER  THE  PAPERS? 


riLL  THE  DAILY  News 
OMMIT  'Slow  SUICIDE'? 


fitter  strike  could  doom  Tribune's  money-losing  paper 


iJkout  Worry:  Tnb  to  Tank  Tab? 

r hat's  one  headline  you  won't  see  in 
Tribune  Co.'s  spunky  New  Yori< 
Daily  News.  But  it  sums  up  the 
,tle  of  nerves  that  could  erupt  into 
;  of  the  most  bitter  U.  S.  newspaper 
ikes  in  years.  If  Tribune  manages  to 
lak  the  News  unions'  grip  on  work 
es  in  10  labor  contracts  expiring  on 
.r.  31,  it  expects  a  flood  of  profits  that 
1  be  plowed  back  into  the  paper.  If 
then  the  nation's  largest  daily  news- 
ier could  eventually  stop  the  presses 
good.  "If  something  isn't  done,  the 
ws  is  on  a  slow  suicide  mission," 
rns  Publisher  James  Hoge. 
ndeed,  Chicago-based  Tribune  is  loath 
spend  up  to  $500  million  for  desper- 
ly  needed  offset  presses  at  the  mon- 
losing  Neivs  without  radical  changes, 
^e're  not  in  the  position  to  invest  in 
)se  facilities  unless  we  can  see  a  rea- 
lable  prospect  for  a  return  on  the 
ily  News,"  says  Tribune  Chief  Finan- 
1  Officer  Scott  C.  Smith.  Despite 
nging  in  $4  billion  in  revenues  over 
!  past  10  years,  the  tabloid  showed  a 
Tiulative  operating  loss  of  $115  mil- 
fi.  That's  in  sharp  contrast  to  Tri- 
ne's  flagship  Chicago  Tribune  and 
ler  papers  (chart). 

Hoge  says  the  Netvs's  operating  costs 
i  bloated  by  $50  million  to  $70  million 
nually  because  of  archaic  work  rules, 


which  he  claims  mandate  too  many  press 
workers,  bar  drivers  from  loading  trucks 
to  more  than  50%  of  capacity,  and  pro- 
hibit shifting  workers  to  where  they're 
needed — even  if  it  means  paying  a  full 
day's  wage  for  an  hour  of  work.  George 
E.  McDonald,  head  of  the  Allied  Printing 
Trades  Council,  the  unions'  umbrella 
group,  denies  charges  of  featherbed- 
ding.  "It's  a  charade,"  he  says. 
'MILLSTONE.'  Ironically,  besting  the 
News's  unions  won't  provide  a  quick  lift 
to  Tribune  earnings.  The  paper's  losses 
already  have  been  reduced  to  less  than 
$10  million  annually,  so  Tribune's  $433 
million  operating  profit  on  sales  of  $2.5 
billion  last  year  would  have  been  little 
changed  without  them.  Besides,  if  man- 
agement wins,  it  will  mean  more  invest- 
ment. That's  bad  news, 
since  Tribune's  profits 
already  may  be 
pinched  through  1991 
by  the  continuing  cycli- 
cal downturn  in  its  big 
Canadian  newsprint 
business,  which  also 
could  see  a  strike  this 
year.  And  if  the  profes- 
sional baseball  lockout 
drags  on,  earnings  this 
year  could  be  hit  at  Tri- 
bune's six  TV  stations 
and  its  Chicago  Cubs 
baseball  team. 
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Still,  there's  no  question  that  Tribune 
managers  would  like  to  show  investors 
some  progress  at  the  News.  Tribune's 
total  newspaper  publishing  operations  in 
1989  recorded  operating  margins  of 
18.2'X.  Excluding  the  News,  however, 
those  margins  would  have  jumped  to 
24.8S^,  well  above  the  industry  average. 
Figures  Robert  M.  Johnson,  publisher  of 
Times  Mirror  Co.'s  rival  tabloid  New 
York  Neu'sday:  "The  News  has  been  a 
millstone  [for  Tribune]  for  almost  two 
decades,  and  they  have  decided  they're 
not  going  to  limp  along  into  the  '90s." 
'NO  WAY.'  But  even  if  management  pre- 
vails, the  News  isn't  a  surefire  profit 
machine.  Even  with  four-color  capability, 
offset  technology,  and  other  efficiencies, 
it  still  faces  the  competitive  brawl  of  a 
four-newspaper  town.  In  particular.  New 
York  Newsday,  launched  five  years  ago, 
has  grabbed  220,000  readers.  It  hasn't 
had  much  impact  on  the  Nevus's  circula- 
tion or  advertising  yet,  but  given  parent 
Times  Mirror's  deep  pockets  it  remains  a 
potent  threat. 

The  News's  unions,  still  angry  that 
Tribune  didn't  add  new  presses  after  it 
won  $30  million  in  givebacks  in  1987, 
remain  skeptical.  "If  we  gave  everything 
they  wanted,  including  our  blood  and 
our  toenails,  [management]  wouldn't 
make  that  investment,"  grouses  McDon- 
ald. In  fact,  he's  convinced  that  the  goal 
is  to  provoke  a  strike,  then  sell  or  shut 
down  the  paper.  Hoge  denies  it. 

If  such  acrimony  leads  to  a  strike, 
Hoge  vows  that  the  Neivs  won't  stop 
publishing.  He  says  managers  have  been 
trained  at  Tribune's  Fort  Lauderdale 
newspaper  to  operate  the  News's  press- 
es, while  editors  and  reporters  at  other 
Tribune  properties  have  been  asked  to 
volunteer  for  New  York  strike  duty. 

The  key  to  successfully  publishing 
during  a  strike,  though,  will  be  delivery. 
The  logistical  challenge  is  formidable: 
Bundles  of  papers  must  be  whisked  to 
10,000  vendors  during  a  two-hour  period 
each  morning.  And  the  violence  that  has 
marked  previous  New  York  newspaper 
strikes  makes  such  a  high-precision  op- 
eration chancy. 

Hoge  says  he  has  a  strike  delivery 
plan  but  refuses  to 
give  details.  McDonald 
thinks  he's  bluffing. 
"No  way  will  they 
be  able  to  deliver  the 
paper — not  in  New 
York,"  he  predicts.  Un- 
less these  two  can  put 
aside  such  bickering, 
Daily  News  fans  could 
eventually  be  reading 
this  headline:  Trib  to 
NYC:  Bye  Bije! 

By  James  E.  Ellis  in 
Chicago  and  Susan  Duf- 
fy in  Neiv  York 
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HOTELS  I 


HILTON:  A  CASE  STUDY 
OF  HOW  TO  BOTCH  A  DEAL 


While  the  board  dawdled,  the  chain's  potential  price  plummeted 


ARRON  HILTON 


When  he's  not  running  the  fam- 
ily business,  Barron  Hilton 
doesn't  shy  away  from  risks. 
In  19()0,  he  launched  the  Los  Angeles 
(later  San  Diego)  Chargers  in  the  up- 
start American  Football 
League.  And  at  age  62, 
the  son  of  hotel  mag- 
nate Conrad  N.  Hilton 
still  gets  his  thrills  by 
zooming  around  in  an 
antique  biplane.  But 
when  it  comes  to  Hilton 
Hotels  Corp.,  he's  no 
daredevil.  His  seeming 
timidity  may  have  cost 
shareholders  about  $2 
billion,  including  a  $220 
million  payoff  on  his  own  stock. 

All  hope  of  a  bonanza  ended  on 
Mar.  7.  that's  when  the  board,  in 
a  daylong  session  at  the  compa- 
ny's Waldorf-Astoria  Hotel  in 
New  York,  voted  to  take  Hilton 
off  the  market  after  nine  months 
of  talks  with  nearly  a  dozen  bid- 
ders. At  the  end,  there  were  two 
offers  on  the  table,  each  worth 
nearly  $3.8  billion.  For  Hilton, 
who  saw  his   company's  stock 
peak  at  about  llo'/i  last  summer, 
the   $76-a-share   bids  weren't 
enough.  Now,  the  stock  trades  at 
a  mere  ■'')2  or  so  (chart). 
FEVER  PITCH.  What  went  wrong? 
By  piecing  together  accounts  of 
those  close  to  the  deal,  a  picture 
emerges  of  a  chief  executive  and 
a  board  who  dawdled  while  their 
chance  to  command  top  dollar 
slipped  away.  "For  al- 
most half  a  year,  they 
had  everyone  waiting 
around,  not  realizing 
that  the  window  of  op- 
portunity was  closing," 
says  R.  Maurice  Robin- 
son, a  senior  real  estate 
consultant   for  KPM(; 
Peat   Marwick   in  Los 
Angeles,  who  advised  a 
potential  buyer. 

The  delay  was  costly. 
As  sununer  turned  to 
fall,  market  conditions 
conspired  against  a 
lofty  sale  price.  Inves- 
tors   began  running 


from  high-yield  bonds,  financing  sources 
dried  up,  and  the  Japanese,  wary  of  ad- 
verse U.  S.  publicity,  lost  interest. 

As  a  result,  the  price  Hilton  could  ex- 
pect to  fetch,  which  analysts  had  placed 
as  high  as  $6  billion,  or  $125  a  share,  last 
summer,  fell  sharply.  The  field  of  bid- 
ders eventually  shrank  to  two:  a  group 
headed  by  Chicago's  .J.ME^  Realty  Corp. 
and  one  led  by  Los  Angeles  financiers 
Al  Checchi  and  Gary  Wilson.  Hilton's 
board  "took  a  little  too  long,  and  it  cost 
them  dearly,"  says  Martin  D.  Sass,  pres- 
ident of  M.  D.  Sass  Investors  Services 
Inc.,  a  Hilton  shareholder.  "They  should 
have  hit  the  bids"  when  valuations  were 
at  fever  pitch. 

Barron  Hilton  isn't  talking,  and  his 
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company  says  it  was  the  victim  of  mar- 
ket forces  beyond  its  control.  But  even 
before  the  market  turned,  the  process 
was  a  study  in  how  to  botch  a  deal. 
While  bidders  cooled  their  heels  waiting 
for  key  financial  data,  the  board  took 
njonths  to  choose  its  investment  advis- 
ers. "Every  day  there  was  another  de- 
lay," says  Robert  B.  Ishizaki,  an  adviser 
to  EIE  International  Corp.,  a  Japanese 
leisure  and  real  estate  conglomerate 
that  was  among  the  bidders.  "My  bro- 
kers thought  they  weren't  dealing  with 
the  highest  level  of  professionalism." 
CRAZY  QUILT.  Things  looked  different 
last  spring,  when  Barron  Hilton  took  the 
first  tentative  steps  toward  a  sale.  Al- 
though he  told  shareholders  at  Hilton's 
May  11  annual  meeting  that  he  wasn't 
seeking  a  buyer,  he  said  he  would  con- 
sider offers.  And  why  not?  It  was  a 
seller's  market:  In  September,  Seibu  Sai- 
son  Group  paid  $2.15  billion  for  Inter- 
Continental  Hotels.  A  year  earlier,  Alle- 
gis  sold  its  Hilton  International  to 
Ladbroke  Group  of  Britain  for  $1.07  bil- 
lion and  its  Westin  hotels  for  $1.4  billion 
to  a  group  including  Japan's  Aoki  Corp. 
and  Texas  investor  Robert  M. 
Bass.  Hilton's  coy  declaration 
sent  the  company's  stock  soaring. 

Hilton's  chairman  had  plenty  to 
gain.  Just  four  days  before  the 
annual  meeting,  he  had  won  con- 
trol of  a  key  287<  block  of  stock 
after  a  10-year  battle  with  repre- 
sentatives of  his  father's  estate. 
l!ut  though  Hilton  had  known 
since  November  that  the  shares 
were  coming  his  way,  he  hadn't 
laid  any  groundwork  for  a  sale. 

Soon  after  the  annual  meeting, 
Caesars  World  Inc.  called  to  ask 
about  Hilton's  four  Nevada  casi- 
nos. Los  Angeles  financier  Mar- 
vin Davis  wanted  to  check  out 
Hilton's  real  estate.  But  it  wasn't 
until  August  that  the  board  hired 
Shearson   Lehman   Hutton  Inc. 
and  Eastdil  Realty  Inc.,  which 
spent  a  month  compil- 
ing financial  data  for 
potential  bidders.  They 
delivered  it  shortly  af- 
ter Labor  Day. 

Some  players  folded 
early.  Caesars  dropped 
out  after  inspecting  the 
crazy-quilt  of  hotel 
management  contracts 
that  an  acquirer  would 
inherit.  New  York  de- 
veloper Donald  J. 
Trump,  who  wanted  the 
casinos  and  such  trophy 
hotels  as  Chicago's, 
Palmer  House  and  the 
Waldorf,  bowed  out, 
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too.  Trump  now  says  he  never  was  sure 
Hilton  seriously  intended  to  sell. 

By  late  October,  the  investment  hank- 
ers were  down  to  more  serious  talks 
with  the  few  remaining  bidders.  But  by 
then,  the  highly  leveraged  buyout  of 
UAL  Corp.  had  collapsed,  and  potential 
bankers  and  equity  investors  were  ap- 
proaching deals  with  renewed  caution. 

Most  disastrous  for  Hilton  was  the 
end  of  the  hope  for  a  Japanese  buyer 
willing  to  pay  a  high  premium.  After  the 
furor  surrounding  the  October  an- 
nouncement that  Mitsubishi  Estate  Co. 
was  buying  51'  '  of  Rockefeller  Center's 
parent,  the  Tokyo  government  discour- 
aged Japanese  investors  from  purchases 
of  high-])rofile  U.  S.  properties. 
'YESTERDAY'S  NEWS.'  Still  the  company 
resisted  lowering  its  sights.  The  half- 
dozen  bidders  who  made  preliminary  of- 
fers by  a  Nov.  10  deadline  were  then 
asked  to  present  firmer  proposals  based 
on  ability  to  finance,  Robinson  says. 
Meanwhile,  the  junk-bond  debacle  was 
worsening,  and  potential  purchasers 
learned  from  bankers  that  they  couldn't 
borrow  much  more  than  $3.5  billion 
against  the  individual  Hilton  properties, 
he  adds. 

The  bid  price  for  Hilton  began  to  drop 
by  December,  but  Hilton's  board  was 
still  hoping  for  an  offer  topping  $5  bil- 
lion, bidders  say.  "They  had  expectations 
built  on  yesterday's  news,"  says  one 
auction  participant  who  joined  the  exo- 
dus of  bidders  at  this  point.  After  Hil- 
ton's board  met  in  early  February  and 
decided  to  do  nothing,  JMB,  one  of  the 
remaining  bidders,  lowered  its  tentative 
bid  of  $90  a  share,  or  about  $4.4  billion, 
to  about  $3.8  billion. 

The  final  straw  came  on  Mar.  7,  when 
Hilton  rejected  the  second  bid  from  .1MB 
and  a  similar  offer  from  the  Checchi 
group,  a  late  entry.  But  even  a  lower 
buyout  bid  would  have  made  sharehold- 
ers happier  than  the  current  stock  price. 
"I  just  feel  totally  bagged,"  says  long- 
time shareholder  George  A.  Froley  HI  of 
Froley  Revy  Investment  Co.  in  Los  An- 
geles. Sass  says  that  he  would  have 
been  happy  to  see  Hilton's  board  accept 
either  .iMB's  or  Checchi's  final  bid. 

What  will  Barron  Hilton  do  next?  He 
could  spin  off  Hilton's  casinos,  but  that 
would  incur  a  big  tax  bite.  Or  he  could 
leverage  the  properties  to  give  share- 
holders a  special  dividend.  But  that's  un- 
likely, since  Hilton  despises  debt.  And 
the  company  is  still  talking  to  JMB  in 
hopes  of  cutting  a  deal  if  hotel  prices 
rise  again.  "It'll  be  worth  more  at  a  later 
date,"  says  Trump.  But  no  one  is  betting 
that  Barron  will  be  any  more  decisive 
the  second  time  around. 
By  Kulhlcvn  Kerwin  in  Los  Angi-lcs.  witli  Da- 
vid Grei&ii/g  in  Chicago  and  bureau  reports 


MARKETING  I 


THE  PUNCH  P&G  WILL  PUT 
BEHIND  HAWAIIAN  PUNCH 


Its  recently  acquired  brand  will  get  a  muscular  new  ad  campaign 
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^emember  Punchy,  the  impish  ani- 
mated character  who  asked  "How 
labout  a  nice  Hawaiian  Punch?" 
and  then  socked  the  unsuspecting  re- 
spondent? If  you  do,  you've  got  compa- 
ny. One  poll  shows  that  a  third  of  con- 
sumers think  they  saw  the  ad  on  TV  in 
the  past  three  months,  even  though  it 
hasn't  run  in  more  than  three  years. 

You  may  be  seeing  it  again  soon.  On 
Mar.  2,  Procter  &  Gamble  Co.  paid  $150 
million  to  buy  the  brand  from  Del  Monte 
Corp.,  and  the  consumer-goods  giant 
won't  take  its  sweet  time  bolstering  its 
new  purchase.  Sources  close  to  P&G 
say  it  will  act  swiftly  in  a  v 
bid  to  double  Hawaiian  ^ 
Punch's  $130  mil- 
lion    in  annua 
sales  within  two  to 
three  years.  Since 
it's  a  brand  that 
came   without  a 
large  organization 
behind    it,  "you 
have  to  jump  on  it 
real  fast,"  says 
P&(;  Chairman 
Edwin  L.  Artzt. 

Procter  is  so  en- 
thusiastic because  Ha- 
waiian Punch  is  well- 
known  despite  the 
lack  of  current  adver- 
tising. A  recent  sur- 
vey of  1,000  people 
found  that  the  drink's 
name  recognition  and 
image  among  consum- 
ers rank  below  only  six  other  P&c 
brands — and  above  such  powerhouses  as 
Pampers  and  Head  &  Shoulders. 
INNOCENT  FUN.  Why  does  Punchy  have 
so  nnich  punch?  In  part,  notes  George 
Lois,  chairman  of  ad  agency  Lois/GGK, 
it's  because  the  ad  is  both  a  visual  and 
sound  mnemonic,  reminding  viewers  of 
the  name  with  both  the  line  and  the  blow 
that  accompanied  it.  And  it's  funny,  in  a 
dopey  way.  "It  was  the  pretty,  comfort- 
able gag  America  looked  at  and  liked, 
innocently  delivered,"  says  John  F.  Ber- 
gin,  vice-chairman  of  McCann-Erickson. 
It  was  also  repeated  for  years  after  its 
creation  in  1964.  "They  did  it  long 
enough,  and  it  stuck,"  says  Tom  Pirko, 
president  of  consultant  Bevmark  Inc. 
All  this  leads  Procter  to  see  Hawaiian 
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PUNCHY:  VIVID  CONSUMER  IMPACT 


Punch  as  a  valuable  resource  in  the  juice  { 
and  juice-drink  market,  now  the  biggest 
P&G  competes  in.  Consultant  Beverage 
Marketing  Corp.  puts  Hawaiian  Punch's 
share  at  just  2.1%,  about  half  that  of 
Coca-Cola  Co.'s  Hi-C.  Procter  undoubted- 
ly will  boost  ad  spending,  which,  accord- 
ing to  tracking  service  Leading  National 
Advertisers,  declined  steadily  from  $10.6 
million  in  1984  to  just  $45,200  in  the  first 
nine  months  of  last  year  as  Del  Monte 
focused  on  promotions. 
MOVING  FAST.  Procter  has  already  named 
1  Ayer  Inc.  as  the  ad  agency  for  the 
*  account,  and  it's  studying  whether  to 
J  revive  Punchy.  Whatever 
.■^  the  exact  tack  it  takes,  this 
is  a  fun  business, 
says  a  spokes- 
person for  P&G, 
"and  we  don't  plan 
to  lose  sight  of 
that."  Expect  P&G  to 
a  slew 
new  pack- 
ages and  fla- 
vors as  it 
plays  catch- 
up with  Hi-C. 
Procter  will  be 
able  to  move  fast 
by  relying  on  the 
distribution  sys- 
tem and  possibly 
the  plants  of  an- 
other recent  juice- 
drink  acquisition, 
Sundor  Group 
Inc.,  which  sells, 
among  other  things,  apple,  grapefruit, 
and  other  juices  through  food  brokers. 

Even  reviving  Punchy  doesn't  assure 
a  knockout,  though.  Procter  flopped  in 
the  soft-drink  business  with  Orange 
Crush  and  Hires  root  beer,  and  nearly 
half  of  Hawaiian  Punch  is  sold  by  bot- 
tlers. P&G  has  also  had  slow  going  with 
its  Citrus  Hill  orange  juice.  And  it  could 
find  itself  limited  by  the  perception  that 
Hawaiian  Punch  is  just  a  sugary  kids' 
drink.  Still,  if  the  reaction  at  the  Cincin- 
nati airport  the  day  the  deal  closed  is 
any  indication,  the  brand  may  be  due  for 
a  comeback.  A  P&G  researcher  greeted 
returning  company  lawyers  wearing  a 
giant  Punchy  costume.  The  kids  in  the 
terminal  were  thrilled. 

By  Zachary  Schiller  in  Cleveland 
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What's  the  best  medium  to  file  an  image  or 
data  in  secure,  retrievable  form?  Kodak  is 
expert  in  all  of  them. 
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capacity,  highest-performance  optical  disk  in  the  \ 
world.  Verbatim  Corp.,  a  Kodak  company  offers 
a  family  of  diskettes,  including  one  with  a  Teflon''' 
coating  for  unprecedented  protection  against 
data  loss  due  to  accidents.  You  will  also  find  us  at  \ 
the  forefront  of  erasable  optical  disk  technology. 
Choose  the  medium  according  to  your  applica- 
tion. Choose  us  because  we  offer  them  all,  with 
the  best  support  and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960C. 

Teflon  IS  a  trademark  of  Du Pont 
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MAURICE  SAATCHI'S 
APPEASEMENT  PLAN 


►  Maurice  Saatchi  faced  a 
tough  crowd  at  his  company's 
Mar.  13  annual  meetinj;  in 
London.  The  normally  reclu- 
sive chairman  of  the  once 
high-flying  Saatchi  &  Saatchi 
turned  up  to  mollify  investors 
angry  aljout  the  ad  agency's 
plunging  profits.  Among  oth- 
er cost-cutting  measures, 
Saatchi  says  he  and  brother 
Charles  will  swallow  a  SO'/^ 
cut  in  their  $1  million  annual 
salaries. 

Maurice's  presence  at  the 
meeting  seemed  calculated  to 
dispel  rumors  that  the  elusive 
lirothers  might  be  forced  out 
of  the  company.  But  the  gos- 
sip wasn't  enough  to  lure  the 
even  more  hermetic  Charles. 
The  Saatchis'  gesture  is  cold 
comfort  to  investors,  who 
were  also  warned  that  the 
company  might  eliminate  its 
annual  14.4$  dividend,  after  it 
had  alreadv  been  cut  almost 
in  half. 


THE  AIR  FORCE 
DUMPS  NORTHROP 


►  Just  two  weeks  after  plead- 
ing guilty  to  84  counts  of  ly- 
ing to  the  Pentagon  and 
agreeing  to  jjay  a  $17  million 
fine,  Northrop  has  gotten  yet 
another  slap  from  the  govern- 
ment. On  Mar.  13,  the  Air 
Force,  citing  past  perfor- 
mance problems,  dropped 
Northrop  from  all  remaining 
production  work  on  the  MX 
missile  guidance  system.  In- 
stead, Rockwell  International 
gets  a  $135  million  contract  to 
finish  the  MX  work  and  build 
similar  devices  for  the  Mid- 
getman  missile,  now  under 
development. 


A  WHOPPER  OF  AN 
OPENING  AT  BK 


►  Burger  King  has  a  big  man- 
agement gap  to  fill.  Ronald 
Petty,  a  12-year  veteran  of 
the  Miami-based  fast-food 
chain,  resigned  as  president 


and  chief  operating  officer  on 
Mar.  13. 

Petty,  who  agreed  to  stay 
on  when  London-based  Grand 
Metropolitan  acquired  the 
company  from  Pillsbury  in 
January,  1989,  was  considered 
BK's  most  experienced  fast- 
food  executive  and  had  strong 
relationships  with  the  compa- 
ny's franchisees.  BK  Chairman 
Barry  Gibbons  will  take  on 
Petty's  duties  until  a  new  op- 
erating officer  is  named. 

Gibbons  says  same-store 
U.  S.  sales  in  the  past  quarter 
were  the  best  in  three  years. 
Not  all  is  rosy,  however.  BK 
was  hit  on  Mar.  7  by  a  Labor 
Dept.  complaint  alleging  viola- 
tions of  child-labor  laws.  BK 
says  it  wasn't  aware  of  any 
violations  and  is  cooperating 
with  the  government. 


P&G  WANTS  MAALOX 
IN  ITS  MEDICINE  CHEST 


►  "The  one  that  coats  is  the 
only  one  you  need."  Procter  & 
Gamble,  which  has  used  that 
slogan  to  help  revive  Pepto- 
Bismol  after  buying  it  eight 
years  ago,  has  decided  other- 
wise. It  wants  to  add  Maalox, 
the  top-selling  antacid  of 
Rorer  Group.  P&G  and  Rorer 
have  agreed  that  Procter  will 
market  Maalox  and  other  of 
Rorer's  over-the-counter 
brands  in  the  U.  S.  In  return, 
Rorer  gets  a  share  of  the 
profits  and  the  rights  to  pre- 
scription drugs  that  P&G  has 
been  developing. 


IF  YOU  BLINKED,  YOU  MISSED  THIS  CHAIRMAN 


Warren  Hellman  prefers  to  run 
100-mile  ultramarathons,  but  his 
tenure  at  Shearson  Lehman  Hut- 
ton  was  more  like  a  sprint.  Of  his 
four-day  stint  as  chairman,  he 
jokes:  "I  wanted  to  know  what  it 
felt  like  to  be  Queen  for  a  Day." 

The  lanky  San  Francisco  invest- 
ment banker  was  named  to  the 
post  effective  Mar.  1,  after  Peter 
Cohen  was  forced  out  of  the  job. 
But  he  lost  the  title  after  Shear- 
son's  parent,  American  Express,  decided  on  Mar.  4  to  buy  back 
the  chunk  of  the  brokerage  it  didn't  already  own  and  install  an 
AmEx  insider  as  chairman.  Hellman  had  always  figured  on  a 
short-term  stay,  "but  I  had  no  idea  it  would  be  this  short."  He 
says  he  was  skiing  in  Sun  Valley  during  the  first  week  of 
March:  "I  missed  my  whole  chairmanship."  Hellman  thinks  he 
knows  his  place  among  the  pantheon  of  former  Shearson  chair- 
men whose  oil  portraits  grace  the  corporate  halls:  'T  asked 
them  to  take  a  Polaroid  of  me  and  put  it  up  with  the  others." 


The  deal  gives  P&G  a  bigger 
opportunity  in  an  $850  million 
market.  But  it  won't  be  easy 
to  capitalize  on  this  particular 
form  of  misery:  A  joint  ven- 
ture of  Johnson  &  Johnson 
and  Merck  has  just  gained 
control  of  the  Mylanta  antacid 
and  Mylicon  antigas  product 
lines. 


NEW  BLOOD  AT 
GENERAL  DEVELOPMENT 


►  General  Development,  a 
troubled  Miami-based  develop- 
er, installed  new  management 
on  Mar.  14.  Board  member 
Charles  Simons  took  over  as 
chairman  and  president  fol- 


lowing the  resignations  of 
Chairman  David  Brown  and 
President  Robert  Ehrling. 
Both  Brown  and  Ehrling  are 
under  investigation  by  a 
grand  jury  looking  into  the 
way  GDC  appraised  and  sold 
the  homes  it  built.  Neither 
Brown  nor  Ehrling  could  be 
reached  for  comment. 

Meanwhile,  residents  of 
GDC's  nine  Florida  communi- 
ties are  worried  that  the  com- 
pany may  not  make  good  on 
$400  million  obligations  to 
build  sewers,  roads,  and  other 
services.  A  GDC  spokesman 
admits  that  cash  flow  "is  a 
problem"  but  says  the  compa- 
ny will  meet  its  obligations. 


BIRTH  OF  A  STAINLESS 
STEEL  COLOSSUS 


►  On  Mar.  13,  the  world's 
largest  stainless  steel  produc- 
er, Paris-based  Ugine,  an- 
nounced a  merger  agreement 
with  the  No.  2  U.  S.  stainless 
steelmaker,  J&L  Specialty 
Products,  and  its  parent.  Spe- 
cialty Materials.  Analysts  esti- 
mate the  purchase  price  at 
$300  million  to  $400  million. 
The  merger  would  transform 
Ugine  into  a  giant  with  $2.5 
billion  in  sales,  far  outstrip- 
Ijing  the  No.  1  U.  S.  specialty 
producer,  $1.2  billion  Alleghe- 
ny Ludlum. 
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Canon  Introduces  Laser  Class™ 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  fax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  with  expanding  needs. 

Like  the  memory  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memory  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

The  L770  uses  a  laser  process  to  print 
incoming  images  on  plain  paper 

This  means  your 
faxes  will  look  better, 
will  last  longer,  and 
won't  curl  or  fade  like 
thermal  paper  faxes.  And  you  won't  have  to 
copy  them  before  filing.  Laser  printing  means 
they're  consistently  faithful  to  the  original. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image. 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer,  without  the  fuzzy  edges 
that  can  make  reading 


And  with  Canon's  UHQ  imaging  technology; 

the  images  you  send  are  better,  too. 
Even  combinations  of  small  type 
p  and  halftones  are  virtually 

indistinguishable  from  their  original. 

Built-in  Reliability. 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  everything  that  can 
run  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
in  a  new  cartridge. 

The  new  Canon  Laser  Class  FAX-L770.  After 
a  few  minutes  you'll  be  glad  you  bought  it.  After 
a  few  years  you'll  be  ecstatic.  For  information, 
call  1-800-OK  CANON. 


Tlie  only  thing 
not  built  into  our 
laser  facsimile  is 
obsolescence. 


1989  "Manufacturer  of  the  Yiear" 

Awarded  by  NaliDtial  Officf  Machine  Dealers  Association 
to  Canon  USA.  Inc.  lor  oulstandino  dealer  support 


CMWi      Enjoy  easy  extended  payments  with  Itie  Canon  Credit  Car^ 
j„        1   Ask  for  details  at  participatino  Canon  dealers  and 
I  Available  only  in  U.S     f  1990  Canon  U.S.A.,  Inc. 


You  don't  learn  to  fly  overseas 
overnight. 


Overseas  travel  is  considerably  different  tfian 
domestic  travel.  Longer  flights  and  remote  desti- 
nations require  a  different  kind  of  service,  one 
that  can  only  be  learned  through  experience- 
Lufthansa  flies  to  85  countries  around  the  world - 
more  than  any  other  airline.  We've  spent  over  50 
years  getting  to  know  the  people,  customs  and 
languages  that  other  airlines  are  just  beginning 
to  explore.  So  no  matter  how  far  you  have  to  travel, 
you  can  be  sure  we  know  the  territory 
After  all.  to  Lufthansa,  foreign  destinations  are 
anything  but  foreign 


People  expect  the  world  of  us. 


Lufthansa 


Lufthansa  is  a  participani  in  Ihe  mileage  programs  of  United,  Delta. 
USAir  and  Continental  Eastern  See  your  Travel  Agent  for  details 
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PUTTING  PENSION  MANAGERS 
}H  A  SHORT  LEASH 


For  more  than  a  year,  the  Bush  Administration  has  been 
grumbling — to  no  particular  effect — that  pension-fund 
managers  are  too  concerned  with  short-term  perfor- 
lance.  Now,  to  the  Administration's  surprise,  lawmakers  are 
Bginning  to  give  some  serious  attention  to  the  way  the  $1.7 
■illion  in  private  pension  funds  is  managed. 
Congress,  which  has  granted  the  funds  enormous  tax  advan- 
iges,  is  looking  to  rein  in  their  almost  unlimited  discretion  in 
uying  and  selling  stocks  and  bonds.  Lawmakers  are  worried 
lat  the  pension  funds  are  both  too  involved  in  takeover  activi- 
I  and  too  much  in  thrall  to  corporate  managers. 
Pension  managers  fear  that  an  election  year 
ill  produce  a  lot  of  overheated  rhetoric.  "If  I 
ere  a  politician,  I  would  look  for  an  issue  that 
ould  allow  me  to  play  David  to  an  industrial 
oliath,"  says  Howard  C.  Weizmann,  executive 
irector  of  the  Association  of  Private  Pension  & 
lelfare  Plans.  "This  is  the  perfect  issue." 
The  new  bipartisan  nature  of  the  Capitol  Hill 
"iticism  is  adding  to  business  worries.  Senator 
ancy  L.  Kassebaum  (R-Kan.),  a  respected  mod- 
rate,  has  joined  liberal  lightning-rod  Senator 
[oward  M.  Metzenbaum  (D-Ohio)  in  support  of 
igislation  that  would  restrict,  management's  pow- 
r  to  dip  into  surplus  pension  assets  when  the 
Dmpany  needs  some  quick  cash.  Metzenbaum — 
■ith  backing  from  organized  labor  and  the  elder- 
' — has  been  trying  unsuccessfully  for  years  to  end  such 
reversions."  But  on  Feb.  28,  the  Senate  Labor  &  Human 
Resources  Committee  cleared  the  Kassebaum-Metzenbaum 
leasure.  "Her  support  gives  this  bill  a  lot  of  push,"  says 
•avid  Certner,  a  lobbyist  for  the  American  Association  of 
Retired  Persons. 

EXCESSIVE  CHURNING.'  Kassebaum's  conversion  to  this  long- 
me  Democratic  cause  is  the  result  of  a  bitter  experience  in 
Kansas.  Last  year,  raider  Ronald  0.  Perelman  gained  control 
f  Wichita-based  Coleman  Co.  He  grabbed  the  cash  in  the 
ension  fund,  replacing  it  with  lower-cost  annuities  sold  by 


First  Executive  Corp.  The  collapse  of  the  junk-bond  market 
undermined  the  annuities  and  jeopardized  the  pensions  of 
thousands  of  Coleman  workers  and  retirees. 

Kassebaum  doesn't  want  to  stop  at  restricting  reversions. 
She  also  hopes  to  slap  a  10%  tax  on  the  gain  from  the  sale  of 
assets  held  for  less  than  30  days  and  a  5%  tax  on  those  held 
for  less  than  six  months.  Her  goal:  to  reduce  what  she  calls 
"excessive  churning"  of  pension  portfolios  in  favor  of  more 
long-term  investing. 

Unlike  the  reversion  issue,  the  tax  plan  has  drawn  the 
united  opposition  of  business  and  labor.  The  National  Associa- 
tion of  Manufacturers  argues  that  restricting 
managers'  ability  to  make  the  most  profitable 
investments  would  hurt  the  funds'  ability  to  pay 
benefits.  The  afi^CIO  views  the  scheme  as  a  first 
step  toward  taxing  employee  benefits. 

That's  a  lot  to  overcome.  But  the  proposal  has 
the  support  of  Senate  Minority  Leader  Bob  Dole 
(R-Kan.).  Finance  Committee  Chairman  Lloyd 
Bentsen  (D-Tex.)  plans  to  explore  the  idea  and 
others  intended  to  encourage  long-term  investing 
at  a  Mar.  21  hearing.  Although  the  tax  plan  has 
some  support  in  the  Administration,  President 
Bush's  opposition  to  new  taxes  could  doom  it. 

The  most  radical  idea  to  restrict  fund  managers 
is  a  bill  sponsored  by  Representative  Peter  J. 
Visclosky  (D-Ind.)  that  would  require  companies 
to  give  workers  equal  representation  with  management  on 
pension  boards.  Corporations  fear  the  measure  would  give 
workers  a  major  voice  in  corporate  decision-making  at  both 
unionized  and  nonunion  companies. 

Visclosky's  measure,  which  made  it  out  of  the  Education  & 
Labor  Committee  last  year,  is  unlikely  to  become  law.  But 
backed  by  a  bipartisan  coalition,  restrictions  on  reversions  and 
perhaps  a  tax  on  short-term  trades  could  clear  Congress.  That 
could  make  1990,  already  off  to  a  shaky  start  in  the  markets,  a 
tough  year  for  fund  managers. 

Bi/  Susan  B.  Gnrland  and  Dean  Foust 


CAPITAL  WRAPUPI 


CHILD  CARE 


ew  pressure  from  the  House  lead- 
ership may  break  the  child-care 
logjam.  Speaker  Thomas  S.  Foley  (D- 
Wash.)  wants  a  bill  on  the  floor  by  the 
end  of  March.  He's  putting  the  heat  on 
Ways  &  Means  Committee  member 
Thomas  J.  Downey  (D-N.  Y.)  and  Edu- 
cation &  Labor  Committee  Chairman 
Augustus  F.  Hawkins  (D-Calif.)  to  end 
their  jurisdictional  squabble.  The  likely 
compromise  would  lean  toward  Dow- 
ney's mix  of  tax  credits  and  expansion 
of  an  existing  grant  program  for 
states.  Hawkins  would  get  a  face-sav- 
ing boost  for  Head  Start  and  tighter 
federal  monitoring  of  child-care  pro- 


grams. Last  year,  the  Senate  passed  a 
version  that  relies  more  on  grants  than 
on  tax  credits.  But  the  Senate  is  in  a 
compromising  mood. 

POSTAL  SERVICE  

Postmaster  General  Anthony  M. 
Frank  is  expected  to  return  home 
to  California  soon  after  the  rate  hike 
takes  effect  early  next  year.  Frank 
promised  to  run  the  Postal  Service  for 
three  years,  and  while  he  says  he  has 
no  immediate  plans  to  quit,  few  observ- 
ers expect  him  to  extend  his  commit- 
ment. Staying  on  until  next  spring 
would  allow  Frank  to  lead  the  Postal 
Service  through  its  upcoming  round  of 
labor  negotiations. 


POLITICS 


House  Minority  Whip  Newt  Ging- 
rich (R-Ga.)  "dodged  a  left  hook 
when  the  House  Ethics  Committee  end- 
ed a  probe  into  a  controversial  book 
deal  with  a  slap  on  the  wrist.  But  his 
political  troubles  aren't  over.  He  faces 
a  stiff  reelection  challenge  from  Atlan- 
ta lawyer  David  Worley.  Polls  show 
Gingrich  with  an  uncomfortably  close 
53%-47%  lead.  Gingrich's  district,  which 
includes  Atlanta's  Hartsfield  Airport, 
is  home  to  6,000  former  Eastern  Air 
Lines  Inc.  employees.  The  GOP  leader's 
opposition  to  federal  intervention  in  the 
Eastern  strike  has  cost  Gingrich  the 
support  of  many  airport  workers. 


'.SHINGTON  OUTLOOK 
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nternational  Business 


EUROPE  I 


AMERICA'S  NEW  RUSH 

TO  EUROPE  

From  high  tech  to  snack  foods  to  autos,  a  wave  of  U.S.  investment  is  sweeping  across  the  Atlantic 


customers  grew  worried  about  local-cor] 
tent  rules,  Intel  Corp.  decided  to  buil< 
its  first  European  plant,  a  $400  millio' ' 
microprocessor  facility  in  Leixlip,  Irt 
land.  And  Motorola,  already  a  big  Eurc 
pean  player,  has  picked  Scotland  as  a. 
export  platform  for  the  rest  of  the  EO 
"We  are  the  market  leader,  and  we  wand 
to  stay  that  way,"  says  Don  Burns,  Mo 
torola  vice-president  in  charge  of  Eurc 
pean  cellular  operations.  i 
American  companies  were  also  prod 
ded  into  action  by  the  small  but  growin; 
Japanese  presence  in  Europe.  Japanes' 
carmakers  with  big  investments  in  Bri' 
ain,  now  scouting  the  Continent  for  otl 
er  sites,  are  threatening  the  franchise. 


It  was  called  the  "Swedish  fire  sale." 
After  rumors  started  flying  in  mid- 
fall  that  Fiat  and  Ford  were  eyeing 
Saab-Scania's  passenger-car  unit,  (JM 
didn't  seem  to  be  in  the  picture.  But  on 
Nov.  20,  General  Motors  Corp.  quietly 
entered,  too.  GM's  European  chief,  Rob- 
ert Eaton,  called  Saab  CEO  Georg  Karn- 
sund  out  of  a  board  meeting  in  Brussels. 
The  next  day,  Karnsund  was  at  GM's 
Zurich  headquarters,  and  a  month  later 
(;m  Chairman  Roger  Smith  secretly  flew 
to  Stockholm.  To  keep  the  deal  under 
wraps  up  to  the  last  minute,  the  compa- 
nies booked  the  room  where  they  made 
the  announcement  in  the  name  of  the 
nonexistent  "Swedish  Sponsors  Assn." 

That  was  the  way  Corporate  America 
entered  the  new  decade.  In  December, 
International  Paper  Co.  locked 
up  a  $300  million  takeover  of 
Aussedat  Rey,  a  leading  French 
paper  company.  On  Mar.  9,  Mo- 
torola Inc.  announced  it  would 
construct  a  $160  million  plant  in 
Scotland  to  manufacture  cellular 
phones.  Two  days  later,  GM  was 
at  it  again,  declaring  it  would 
build  up  to  150,000  Opel  cars  in 
Eisenach,  East  Germany,  with  a 
local  partner. 

U.  S.  companies  are  rediscov- 
ering Europe.  From  high  tech 
and  snack  foods  to  North  Sea  oi 
and  autos,  a  new  wave  of  invest- 
ment is  flowing  across  the  At- 
lantic. It's  showing  up  in  acquisi- 
tions, plant  expansions,  and  joint 

ventures.  The  surge  is  getting   

an  added  kick  from  the  promise  of  a 
Continentwide  boom  created  by  the  col- 
lapse of  communism  in  Eastern  Europe. 

It's  too  early  to  tell  if  this  new  trend 
marks  a  return  to  the  heyday  of  the 
19()0s,  when  U.  S.  companies  plunged 
into  a  10-year  spending  spree.  But 
there's  no  doubt  the  Yankee  money 
is  back.  The  Commerce  Dept.  es 
timates  that  direct  U.  S.  in- 
vestment in  Europe  leaped 
16%  in  1989,  to  an  esti 
mated  $176.1  billion 
and  that  may  un- 


derstate the  fourth-quarter  surge.  The 
prospect  of  new  markets  in  Eastern  Eu- 
rope is  one  big  attraction.  But  the  5'/' 
growth  spurt  expected  after  the  disman- 
tling of  trade  barriers  within  Western 
Europe  by  1992  is  of  even  greater  inter- 
est. "Even  the  dimmest-witted  American 
companies  are  realizing  that  1992  gets 
closer  every  day,  and  that  it  will  have 
consequences  for  their  business,"  says 
Ronald  M.  Freeman,  a  managing  direc- 
tor at  Salomon  Brothers  Inc.  in  London. 
ON  THE  TEAM.  American  companies  don't 
want  to  be  left  out.  Manufacturing  com- 
panies know  they  have  to  be  perceived 
as  European  or  risk  being  shut  out  of 
the  European  Community.  So  after  its 


BRITAIN 


PepsiCo  paid  $1.4  billion 
for  two  major  makers  of 
snacks.  Smiths  Crisps  and 
Walkers  Crisps 

Du  Pont  bought  Howson- 
Algraphy,  a  leading  maker 
of  printing  plates,  for  $445 
million 

Ford  bought  carmaker 
Jaguar  for  $2.5  billion 


SWEDEN 


General  Motors  acquired 
half  of  Saab-Scania's 
passenger  car  operations 
for  $600  million 


GERMANY 


Businessland  bought 
Bowe  Systemvertrieb,  a 
personal  computer  dealeij 
for  an  undisclosed  price 
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f  Ford  and  GM,  as  well  as  European 
irmakers.  And  Japan  has  quietly  taken 
16  lead  in  supplying  Europe's  top  com- 
uter  makers  with  components. 
Though  companies  such  as  IBM,  Ford, 
nd  GM  have  been  major  factors  in  Eu- 
)pe  for  decades,  American  investment 
n  the  Continent  leveled  off  during  the 
iflation  years  of  the  1970s.  Throughout 
lost  of  the  1980s,  Europe's  high  taxes 
nd  cumbersome  regulations  put  off  in- 
sstors.  Takeover  mania  at  home  also 
istracted  U.  S.  companies  from  Europe. 
!M  PROSPECTS.  While  European  invest- 
lents  in  the  U.  S.  were  still  roughly 
3uble  those  of  the  Americans  in  Europe 
I  1989,  the  gap  seems  to  be  narrowing. 
1  all,  U.  S.  companies  plunked  down  $24 
illion  for  acquisitions  and  new  plants, 
hile  Europeans  spent  about  $41  billion 
I  America. 

For  the  most  part,  U.  S.  companies  are 
lying  away  from  spectacular  take- 
/ers.  Instead,  they  are  showing  a 
larked  preference  for  lower-profile  ac- 
iiisitions  and  joint  ventures  that  make 
ood  business  sense.  In  fact,  Salomon's 
reeman  thinks  American  companies  are 
iking  a  "more  careful,  thoughtful"  ap- 
roach  to  Europe  than  some  of  their 
•ee-spending  European  counterparts 
ave  taken  in  the  U.  S. 
Nevertheless,  some  targets  have  been 
ig  European  names.  Every  woman  in 


France  knows  Dim,  the  hosiery  maker 
bought  by  Sara  Lee  Corp.  And  Ford's 
$2.5  billion  purchase  of  Jaguar  is  a  bet 
the  British  luxury  car  can  be  effectively 
marketed  on  both  sides  of  the  Atlantic. 
"All  this  shows  that  the  cliche  that 
America  is  the  victim  of  foreign  buyers 
is  wrong,"  says  Mark  Dixon,  editor  of 
Translink  European  Deal  Review,  a  Par- 
is-based investment  and  acquisitions 
service. 


Americans  realized  they  had 
to  act  or  watch  the  Japanese 
squeeze  them  out  of  some  of 
the  world's  prime  markets 


With  all  the  stiff  competition  at  home, 
some  U.  S.  companies  see  a  move  to  fast- 
er-growing Europe  as  an  imperative. 
AT&T  is  using  its  20%'  stake  in  state- 
owned  telephone  equipment  maker  Ital- 
tel  to  position  itself  for  a  big  share  of 
the  $35  billion  that  Italy  has  earmarked 
to  upgrade  its  phone  system. 

A  bigger  market  is  also  the  rationale 
behind  spending  by  auto  companies.  The 
European  passenger-car  market  is  now 
30%  larger  than  the  U.  S.  and  more  prof- 


ITZERLAND 


zer  bought  Medinvent, 
lanufacturer  of  medical 
lipment,  for  an  undis- 
;ed  sum 


ITALY 


Texas  Instruments  is  in- 
vesting $1.2  billion  to  build 
calculator  and  semicon- 
ductor plants 

AT&T  bought  20%  of  Ital- 
tel  for  $135  million 


FRANCE 


I  I 

Emerson  Electric  paid 
$460  million  for  Leroy- 
Somer,  a  maker  of  electric 
drives  and  motors 

international  Paper  paid 
$300  million  for  paper- 
maker  Aussedat  Rey 


itable.  Ford  and  GM  are  adding  plants 
to  meet  sizzling  demand  for  their  popu- 
lar cars. 

The  December  acquisition  of  50%'  of 
Saab's  passenger-car  operations  gave  GM 
a  solid  position  in  Europe's  high-end 
auto  market.  But  it  also  permits  GM  to 
build  its  Opel  cars  in  a  Saab  plant  in 
Finland,  affording  it  a  natural  gateway 
to  the  Soviet  market.  GM's  other  recent 
investments,  two  joint  ventures  in  Hun- 
gary and  East  Germany,  are  aimed  at 
sales  throughout  Eastern  Europe. 
AMERICAN  PANACHE.  While  U.  S.  compa- 
nies face  many  obstacles  to  investing  in 
Japan,  Europeans  compete  avidly  for 
foreign  nameplates.  Italy  put  up  over 
half  of  the  $1.2  billion  Texas  Instru- 
ments Inc.  is  spending  in  the  country's 
poorer  Southern  region.  Such  subsidies 
are  not  always  as  easily  available  to  Eu- 
ropean companies.  "In  82  years  of  exis- 
tence, we've  received  a  fraction  of  that 
amount,"  complains  Pasquale  Pistorio, 
president  of  SGS-Thomson,  Ti's  Franco- 
Italian  semiconductor  competitor. 

Scotland  and  Ireland  regularly  fight 
each  other  for  investors.  Motorola  chose 
Scotland  over  Spain  and  Ireland  for  its 
cellular  phone  plant,  thanks  to  generous 
aid  with  training,  temporary  facilities, 
and  capital.  Ireland,  which  promises  to 
hold  foreign  investors'  taxes  to  just  10%' 
through  the  year  2000,  got  a  commit- 
ment from  Intel  to  build  a  plant  outside 
Dublin,  which  will  employ  2,600  people 
within  10  years. 

But  not  everyone  wants  the  Yankee 
dollar.  In  recent  years,  French  protec- 
tionists have  blocked  some  highly  visible 
deals,  such  as  3M  Co.'s  proposed 
acquisition  of  sponge  maker 
Spontex,  as  monopolistic.  They 
also  killed  Brown-Forman 
Corp.'s  bid  for  Cristalleries  de 
St.  Louis,  a  bottlemaker,  and 
helped  find  a  French  buyer.  But 
France  recently  liberalized  in- 
vestment rules,  and  Emerson 
Electric  Co.'s  $450  million  acqui- 
sition of  Leroy-Somer,  a  maker 
of  electric  motors,  sailed  smooth- 
ly past  Paris  officials  in 
December. 

Still,   new   resistance  may 
emerge  if  American  investment 
Lurope  continues  to  grow  rapidly,  as 
many  experts  expect.  But  any  backlash 
will  likely  be  tempered  by  the  realization 
that  Europe  still  invests  more  in  the 
U.  S.  than  the  other  way  around.  And 
American  investors  can  learn  from  Ja- 
an  that  it's  better  to  be  aggressive  and 
unloved  than  passive  and  in  decline. 
/?//  Blanca  Riemer  in  Paris,  with  Jon- 
^  (ithan  Kapstein  in  Brussels,  Mark 
Maremont  in  Londo^i,  John 
Rossant  in  Rome,  Stanley 
Reed  in  New  York,  and 
bureau  reports 
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Commentary /by  Rose  Brady 

GORBACHEV  HAS  MORE  POWER— BUT  WHAT  ABOUT  TIME? 


Lenin  would  scorn  it  as  "bourgeois 
democracy."  But  for  Mikhail  Gor- 
bachev, it's  another  borrowed  civ- 
ics lesson.  Drawing  pages  from  de 
Gaulle  and  Jefferson,  he  has  set  up  a 
new  Soviet  presidential  system  merg- 
ing aspects  of  the  French  and  Ameri- 
can executive  branches.  In  so  doing,  he 
is  amassing  more  legally  acquired  pow- 
er than  any  previous  Soviet  leader,  in- 
cluding Stalin.  President  Gorbachev 
will  be  able  to  name  and  dismiss  many 
top  officials,  declare  special  states  of 
emergency,  issue  legislative  decrees, 
and  declare  war. 

Gorbachev  needs  these  powers  to 
deal  with  the  critical  problems  he  has 
so  far  been  unable  to 
resolve  in  the  five 
years  since  he  intro- 
duced perestroika. 
With  food  rationing 
widespread  and  store 
shelves  continually 
bare,  a  sense  of  despair 
has  fallen  over  the 
country.  Gorbachev's 
enhanced  powers  may 
be  his  best  chance  to 
halt  bloody  ethnic  up- 
risings and  stop  the  So- 
viet economy's  free-fall 
toward  disaster. 

One  of  Gorbachev's 
first  steps  will  be  to 
force  reluctant  local  bu- 
reaucrats to  implement 
new  laws  on  land  own- 
ership, which  will  ex- 
pand private  property 
rights.  "He  has  to  be 
very  strong  because  lo- 
cal governments  may 


ter  Nikolai  I.  Ryzhkov,  whose  cautious 
economic  program  favors  a  slow 
course  to  a  market  economy.  Ryzh- 
kov's  scheme,  which  champions  strong 
central  planning  until  1993,  is  already 
behind  schedule.  Industrial  production 
fell  17"  in  January  and  again  in  Febru- 
ary, and  widespread  transportation 
snarls  have  prevented  unloading  of 
desperately  needed  foreign  grain  at  So- 
viet seaports.  Gorbachev's  newest  eco- 
nomic adviser,  a  free-market  radical 
named  Nikolai  J.  Petrakov,  favors 
abolishing  most  industrial  ministries, 
which  have  blocked  decentralization 
schemes,  such  as  leasing. 
When  Gorbachev  has  faced  similar 


THE  SOVIET 
PRESIDENT'S 
NEW  POWERS 


Nominate  and  dismiss  top 
government,  military,  KGB, 
and  court  officials 

Declare  states  of  emergency 

Pass  special  economic 
decrees 

>  Conduct  foreign  policy 

>  Propose  declarations  of  war 

>  Arbitrate  conflicts  between 
republics 

>  Veto  legislation 

>  Oversee  the  performance^ . 
of  government  "''^ 


be  lazy  or  will  sabotage,"  says  Svya- 
toslav  N.  Fyodorov,  a  prominent  eye 
surgeon  who  is  a  member  of  the  Su- 
preme Soviet's  committee  on  economic 
reform. 

EXERCISING  CAUTION.  Once  property 
rights  are  restored,  Gorbachev  may 
start  denationalizing  industry.  His  ad- 
visers are  working  on  plans  to  value 
and  sell  off  state  assets  to  other  Soviet 
factories  and  farms,  to  individuals,  and 
possibly  eventually  to  foreigners.  They 
are  also  recommending  that  a  new  pric- 
ing system  be  launched  now,  instead  of 
waiting  a  year  or  two. 

There's  growing  speculation  that 
Gorbachev  may  even  fire  Prime  Minis- 


choices  in  the  past,  he  usually  opted 
for  the  middle  road  between  central 
planning  and  market  economics.  Now 
he  may  make  a  painfully  abrupt  turn 
to  the  market.  "The  outcome  of  the 
crisis  cannot  be  without  pain,"  says 
radical  economist  Nikolai  Shmelev.  De- 
nationalization and  freer  prices  would 
put  scores  of  inefficient  state  enter- 
prises under  threat.  Already,  citizens 
fret  about  unemployment,  which  is  ap- 
proaching 3%'  while  inflation  tops  10%- 
in  a  society  that  formerly  abhorred  any 
unemployment  or  inflation.  Officials 
have  stalled  price  reform,  fearing  that 
costlier  food  and  apartments  would  ig- 
nite bloody  riots.  But  with  his  new 


presidential  powers,  Gorbachev  woulc 
be  free  to  enforce  order  by  declaring 
martial  law  and  sending  in  police  o: 
troops.  If  Gorbachev  applies  the  righ| 
combination  of  firmness  and  restraint 
he  could  win  back  the  declining  respeci 
of  the  population  by  coming  across  as 
a  real  vozhd,  or  strong,  worthy  leader 
SECESSION  FEVER.  A  wild  card  is  hov 
Gorbachev  will  handle  the  threat  o: 
several  republics  to  secede.  As  expect 
ed,  Lithuania  voted  on  Mar.  11  t( 
leave  the  Soviet  Union.  But  so  far,  Gor 
bachev's  response  to  this  turn  o 
events  has  been  limited  to  harsl 
words.  Secession  is  an  entirely  differ 
ent  challenge  than  civil  disorder.  Anj 
use  of  military  force  t( 
prevent  peaceful  seces 
sion  actions  would  de 
stroy  Gorbachev's  care 
fully  cultivated  publi 
image  in  the  West.  S 
Gorbachev  is  almos 
certain  to  negotiate 
settlement. 

But  separatist  feve 
has  even  spread  to  th( 
Russian  republic,  th( 
nation's  most  impor 
tant  province,  and  Gor 
bachev  will  not  be  abl( 
to  ignore  a  mountinj 
challenge  from  it 
soon-to-be  radicalizec 
Supreme  Soviet.  Led  b; 
populist  Boris  N.  Yelt 
sin,  one  Russian  grouj 
wants  to  turn  the  re 
public  into  a  stron 
sovereign  state  with  iti 
own  economic  and  for 
eign  policy.  Such  a  set 


up  could  present  a  major  challenge  t< 
Gorbachev's  new  presidential  powers 
Facing  pressures  such  as  these,  Gor 
bachev  looks  like  a  man  running  out  o 
time.  But  with  his  new  powers,  he  wil 
have  another  chance  to  deal  head-oi 
with  the  obstacles  that  have  blocke( 
perestroika.  Gorbachev  has  als 
achieved  a  historic  end  run  around  th« 
powerful  Communist  Party  apparatus 
The  tactic  is  crucial  to  prevent  a  repea 
of  October,  1964,  when  the  party  me 
secretly  and  ousted  another  trouble 
making,  unpopular  reformer — name( 
Khrushchev.  If  the  reformer  fails  thii 
time  around,  he'll  have  mainly  himsel 
to  blame. 
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Motor  Trend's  Import  Car  of  the  Year 
has  the  extraordinary  performance  and 

stjding  it  takes  to  satisfy  even 
the  most  demanding  driving  enthusiast. 


Winning  Motor  Trend's  Import  Car  of  the\br  award  sets  theTiarbo  IT 
apart  from  other  cars.  But  not  from  other  Nissans!  In  other  words,  die  same  dedication 
to  superior  performance  and  staling  goes  into  every  car  we  build. 


NISSAIM 


Built  for  the  Human  Race: 


nternational  Business 


I 


ploys  more  than  2  million  people,  whos 
wages  alone  eat  up  well  over  half  tj 
government's  annual  budget.  That  \\\ 
make  it  tough  to  push  privatization,  i 
alone  bureaucratic  streamlining,  throuj^i 
Congress.  "Breaking  down  this  stri 
ture  will  be  as  big  a  task  as  converti: 
Eastern  European  countries  to  capr 
ism,"  predicts  Ricardo  Semler,  an  im 
pendent  business  analyst  in  Sao  Paul 

To  wring  high  prices  and  inefficienci) 
out  of  Brazil's  economy,  Collor  and 
doso  want  to  reduce  subsidies  to  the  p- 
vate  sector  and  open  Brazil's  borders  i 
more  imports.  Topping  the  list  for  md; 
competition  are  computers  and  cai, 
both  sensitive  industries.  All  Brazil 
computers  now  are  domestically  mac, 
and  its  cars  are  locally  produced  VoU- 
wagen,  Ford,  General  Motors,  and  Fit 
models.  Collor  raised  hackies  back  hoij 
when  he  told  senior  Japane; 
auto  executives,  during  a  v- 
it  to  Tokyo  in  February,  tht 
he  hoped  to  see  more  comj- 
tition  in  Brazil. 
NO  FREEZE.  Another  prong  f 
Collor's  strategy  is  to  furthr 
"social  justice"  and  replenii 
government  coffers  by  crat- 
ing down  on  tax  evasic. 
Only  4.5  million  of  Brazis 
140  million  people  pay  incoi; 
tax.  By  one  government  esj- 
mate,  lost  revenues  amou| 
to  some  $26  billion  a  yeA 
Collor  has  put  Romeu  Turrl 
now  the  federal  police  ch\% 
in  charge  of  tax  collectid 
Tuma  will  also  discipline  i 
tailers  to  put  a  stop  to  pri^ 
gouging.  If  he  is  effecti's^ 
Collor  may  be  able  to  avoi' 
formal  price  freeze — the 
sort  of  past  administration! 

Clearly,  inflation  and  its 
tendant  ills,  such  as  inde: 
interest  rates,  are  the  ma 
obstacles  to  productive  n 
investments  in  Brazil.  Loi 
industry  keeps  its  mon 
locked  up  in  banks,  where! 
earns   huge  paper  ret 
Foreign  investors  have  b' 
sending  profits  and  divide 
out  of  the  country  in  reo 
amounts.  One  magnet  for  foreign  inve] 
ment  in  the  next  few  years  may  co: 
from  Silva's  privatization  efforts,  si 
local  entrepreneurs  can't  afford  to 
sorb  all  the  properties  he  wants  to 
on  the  block.  But  even  the  new  ventu 
won't  attract  much  interest  unless  Col 
cures  Brazil's  fundamental  ills  withe! 
provoking  a  political  backlash.  That  v\ 
be  a  lot  trickier  than  landing  a  helicop 
in  the  middle  of  a  rock  concert. 

By  Jeffrey  Ryser  in  Sao  Pail 


BRAZIL  I 


COLLOR  REALLY  KNOWS  HOW 
TO  MAKE  AN  ENTRANCE 


Brazil's  flashy  new  President  kicks  off  his  term  by  closing  the  banks 


At  one  of  his  last  campaign  rallies, 
Fernando  Collor  de  Mello  gave  a 
spectacular  display  of  the  show- 
manship that  won  him  Brazil's  Presiden- 
cy. After  revving  up  a  crowd  of  90,000 
with  pop  music,  the  candidate  swooped 
down  in  his  helicopter  for  a  brief  speech, 
then  lifted  off  again  amid  exploding  fire- 
works and  the  blaring  national  anthem. 
Enraptured  Brazilians  rewarded  him  at 
yearend  with  oS^^  of  the  vote,  making 
him  the  first  popularly  elect- 
ed leader  in  30  years. 

Now,  the  fun  is  over.  On 
Mar.  13,  two  days  before  tak- 
ing office,  he  declared  a 
three-day  bank  closing  in 
agreement  with  the  outgoing 
administration.  That  radical 
act  came  out  of  concern 
about  massive  bank  runs  in 
the  days  preceding  the  inau- 
guration. Bi'azilians  keep 
most  of  their  cash  in  high- 
interest-paying  overnight  ac- 
counts as  a  hedge  against  in- 
flation. Collor's  threats  to  tax 
such  overnight  earnings  sent 
depositors  scrambling  to 
transfer  their  money  into 
checking  and  savings  ac- 
counts. Sure  enough,  the  cen- 
tral bank  suspended  interest 
payments  on  overnight  funds 
and  devalued  the  cruzado  by 
10%  the  same  day.  And  in  a 
televised  speech,  Collor  left 
the  door  open  for  more  aus- 
tere measures  to  follow. 
MINT  MORATORIUM.  As  the 

rich,  politically  untested  40- 
year-old  with  a  black  belt  in 
karate  grabs  the  reins  of  the 
world's  third-largest  democ- 
racy, he  is  climbing  onto  an 
economic  high  wire.  Collor 
claims  he  can  pull  inflation,  now  running 
at  70%  a  month,  down  to  single  digits 
within  100  days.  Several  of  his  Cabinet 
members  were  chosen  specifically  to 
change  Brazil's  mint-and-spend  habits. 

Collor's  political  balancing  act  isn't 
over,  either.  The  new  President  has 
stoked  his  popular  appeal  by  threatening 
the  rich  elite  with  everything  from  jail 
for  tax  evasion  to  a  clampdown  on  the 
lucrative  black  market  in  dollars.  At  the 
same  time,  his  staunch  free-market  rhet- 


oric has  soothed  his  wealthy  supporters. 

With  his  new  Economy  Minister,  36- 
year-old  Zelia  Cardoso  de  Mello,  who  is 
no  relation,  Collor  plans  to  turn  off  the 
government's  money  presses  and  usher 
in  austerity  while  negotiating  an  agree- 
ment with  business  and  labor  to  hold  the 
line  on  prices.  Longer-term,  Infrastruc- 
ture Minister  Ozires  Silva  has  the  job  of 
modernizing  Brazil's  basic  industries. 
Dismantling  the  state-owned  megacor- 


If 


porations  that  account  for  almost  half  of 
Brazil's  S305  billion  gross  domestic  prod- 
uct will  take  all  his  knowhow. 

Silva,  who  has  long  headed  state- 
owned  aircraft  maker  Embraer  and  from 
1986  to  1988  also  ran  Petrobras,  the  gov- 
ernment oil  monopoly,  envisions  selling 
off  as  many  as  116  industrial  and  petro- 
chemical subsidiaries  of  Petrobras.  He 
may  also  target  steelmakers,  mining 
companies,  and  a  local  airline.  But,  as 
Collor  likes  to  point  out,  the  state  em- 


54  BUSINESS  WEEK/MARCH  26.  1990 


INTERNATIONAL  BUSirfS 


nternational  Outloo 


EDITED  BY  JOHN  "PEARSON 


:AH  10  DOWNING  ST. 
IFFORD  THE  POLL  TAX? 


rhe  last  time  a  British  government  imposed  a  poll  tax,  in 
1381,  peasants  revolted  and  lynched  several  prominent 
political  figures.  In  recent  weeks,  protests  against  the 
test  version  of  the  poll  tax  have  disrupted  town  council 
eetings.  Although  the  protesters  have  been  mostly  left-wing 
ilitants,  they  reflect  widespread  anger  among  voters  over  a 
!r-capita  charge  that  Prime  Minister  Margaret  Thatcher 
ished  through  Parliament  as  a  fair  way  of  financing  local 
)vernment.  The  backlash  against  it,  on  top  of  economic  woes 
id  Thatcher's  growing  estrangement  from  European  part- 
!rs,  could  prove  to  be  her  political  undoing. 
Although  foes  have  learned  it's  risky  to  underrate  Thatch- 
■'s  staying  power,  the  odds  are  growing  that  she  could  be 
imped  as  her  party's  candidate  for  the 
;xt  national  election,  which  must  be 
;ld  by  July,  1992.  One  immediate  test 
'  her  political  strength  will  occur  Mar. 
1  in  the  Midlands.  Polls  show  voters 
ere  are  expected  to  elect  a  Labor  Par- 
candidate  to  Parliament.  That  would 
i  a  stunning  loss  of  a  formerly  safe 
)ry  seat.  Unless  Thatcher  can  begin 
itting  into  Labor's  huge  nationwide 
ad,  which  polls  now  show  is  up  to  197f , 
e  one-quarter  of  Tory  MPs  who  say 
;ey  want  her  to  step  aside  is  likely  to 


TORIES  FEAR  THEY'LL  LOSE  THE  MIDDLE  CLASS 


ow.  The  favorite  to  replace  her  is  Michael  Heseltine,  a 
irmer  Cabinet  member  who  opposes  the  poll  tax,  calls  for 
ore  intervention  in  the  economy,  and  is  more  pro-European 
lan  Thatcher. 

3  DODGING.  Such  an  outcome  was  hardly  what  Thatcher  envi- 
oned  when  she  designed  the  new  community  charge,  or  poll 
.X,  to  take  effect  on  Apr.  1.  It  is  a  flat  tax  on  every  adult, 
ith  a  safety  net  of  exemptions  for  the  low-income  and  dis- 
)led.  It  replaces  property  taxes  that  Thatcher  considered 
scriminatory  and  prone  to  political  abuse,  especially  by  the 
ft.  Too  many  people  escaped  the  property  tax,  Thatcher 
•gued,  yet  elected  big-spending  city  and  county  councils. 


Unlike  the  property  tax,  however,  the  new  community 
charge  is  regressive  because  people  with  modest  incomes  pay 
as  much  as  the  affluent.  Town  councils  are  besieged  because 
they  are  having  to  assess  residents  'S07<  more  than  Thatcher 
estimated.  That's  because  the  central  government  shifted  the 
expense  to  towns  for  higher-than-expected  teachers'  salaries 
and  environmental  cleanups.  Thatcher  may  now  have  to  take 
funds  from  her  central  government's  surplus  to  help  pay 
higher  costs  for  education,  police,  and  other  services. 

What  makes  the  tax  especially  dangerous  for  Thatcher  is  its 
heavy  impact  on  her  core  middle-class  supporters.  By  boosting 
home  ownership  from  52%  to  677f  of  the  population,  Thatcher 
has  won  many  solid  Tory  voters.  But  now  they're  being 
squeezed  by  mortgage  rates  that  infla- 
tion has  driven  up  to  a  record  l5A'7o. 
Partly  because  of  the  poll  tax,  inflation 
is  expected  to  rise  still  more,  perhaps  as 
high  as  9%,  from  7.77  now. 

Some  veteran  Conservatives  worry 
that  the  party's  agenda  has  gone  awry 
just  when  Labor  is  muting  its  leftist 
rhetoric  and  even  borrowing  from 
Thatcher's  own  anti-inflationary  theme. 
"There  is  no  guiding  vision,"  warns  John 
W.  Biffen,  former  leader  of  the  House 
of  Commons.  "We've  got  to  think  quite 
hard  about  what's  now  distinctive  about  our  market  economy, 
or  Labor  will  do  it  with  a  human  face." 

By  the  end  of  the  year,  many  economists  expect  inflation  to 
ease  and  the  economy  to  begin  a  recovery.  That  could  set  the 
nation  on  an  economic  upswing  just  in  time  for  elections,  and 
such  a  turnaround  could  rescue  Thatcher  from  the  most  seri- 
ous internal  challenge  of  her  career.  But  the  tax  fiasco  also 
suggests  that  Thatcher  may  be  losing  her  acute  political  touch. 
Like  its  predecessor  600  years  ago,  her  poll  tax  was  ill-con- 
ceived and  needs  reshaping,  and  Thatcher  will  probably  now 
have  to  admit  it. 

By  Richard  A.  Melcher  iu  London 


LOBAL  WRAPUPI 


CENTRAL  AMERICA 


Deepening  economic  distress  is 
threatening  to  undermine  U.  S.  po- 
litical gains  in  Panama  and  Nicaragua. 
Fo  head  off  that  danger.  President 
Bush  asked  Congress  on  Mar.  13  to 
shift  $800  million  from  military  spend- 
ing to  provide  economic  aid  to  those 
countries.  Bush  acted  to  break  an 
impasse  in  Congress  over  funds  to 
fulfill  $1  billion  worth  of  U.S.  aid 
promises  to  Panama  and  to  end  a  fast 
begun  by  portly  President  Guillermo 
Endara  to  protest  the  delay.  Endara's 
government,  which  was  installed  after 
the  U.  S.  invasion  in  December,  will 
get  $500  million  this  year.  In  Nicara- 


gua, $300  million  will  go  to  the  govern- 
ment of  President  Violeta  Barrios  de 
Chamorro,  who  defeated  Sandinista 
leader  Daniel  Ortega  in  a  February 
election. 

More  aid  may  be  needed,  though,  if 
the  war-torn  economies  of  Central 
America  are  to  have  a  chance  to  recov- 
er from  the  damages  of  war  and  the 
impact  of  U.  S.  sanctions.  Much  of  the 
U.  S.  aid  to  Nicaragua  may  simply  bal- 
ance out  cutbacks  in  aid  from  the  Sovi- 
et Union  and  Eastern  Europe,  which 
totaled  close  to  $400  million  last  year. 
Nicaraguans  say  they  voted  for  Cha- 
morro to  end  the  contra  war  and  get 
the  U.  S.  to  lift  its  economic  embargo. 
But  if  hopes  for  jobs  and  more  consum- 


er goods  don't  materialize,  popular  sup- 
port could  swing  to  the  Sandinistas. 

CUBA  

The  Voice  of  America  affiliate  in  Mi- 
ami, TV  Marti,  is  expected  to  start 
broadcasting  to  Havana  soon  from  a 
transmitter  hoisted  by  balloon  over  a 
Florida  key.  Some  observers  predict 
this  will  force  Fidel  Castro  to  jam  the 
signal,  making  him  appear  more  reac- 
tionary than  ever.  Castro  recently  reaf- 
firmed his  intention  to  adhere  to  ortho- 
dox Marxism,  despite  upheavals  in  the 
Soviet  Union  and  Eastern  Europe.  But 
despite  threats,  he  hasn't  jammed  U.  S. 
AM  radio  stations  or  Radio  Marti  broad- 
casts, which  started  in  1985. 
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STRATEGIES  I 


AFTER  A  YEAR  OF  SPINNING  ITS  WHEEIS, 
GOODYEAR  GETS  A  RETREAD 


Can  a  big  ad  push  and  more  affordable  tires  give  it  the  traction  it  needs? 


Goodyear  Tire  &  Rub- 
ber Co.  has  been 
leaking  a  little  air 
lately.  Any  day  now,  after 
60  years  as  the  world's  larg- 
est tiremaker,  Goodyear  will 
likely  sli})  into  second  place 
when  archrival  Michelin 
completes  its  pending  acqui- 
sition of  Uniroyal  Goodrich. 
Even  in  the  U.  S.,  where 
Goodyear  will  remain  No.  1, 
the  company  lost  a  big 
chunk  of  market  share  last 
year.  And  companywide 
profits  have  been  sliding 
since  1987. 

Now,  the  king  of  the  tire 
business  is  trying  to  pump 
itself  up  again.  The  man 
on  the  spot  is  59-year-old 
Jacques  R.  Sardas,  a  tough, 
Egyptian-born  sales  execu- 
tive who  joined  Goodyear  in 
Brazil  in  1957  and  took  over 
worldwide  tire  operations  in 
1988.  With  a  big  ad  cam- 
paign, a  flurry  of  new  prod- 
ucts, and  a  new  pricing 
strategy,  Sardas  hopes  to  undo  the  ef- 
fects of  a  disastrous  1989.  "We  are  not 
going  to  win  this  war  doing  things  the 
way  we  have  in  the  past,"  he  says. 
A  BLUNDER.  Ironically,  Goodyear's  U.  S. 
tire  troubles  last  year  were  partly  the 
product  of  its  own  earlier  success.  Good- 
year outspent  its  smaller  competitors 
and  offered  such  innovations  as  all-sea- 
son tires.  That  forced  its  domestic  rivals 
into  the  arms  of  stronger  foreign  tire- 
makers.  From  1987  through  1989,  Ja- 
pan's Bridgestone  acquired  Firestone, 
West  Germany's  Continental  bought 
General  Tire,  Italy's  Pirelli  Group 
snapped  up  Armstrong,  and  now  Miche- 
lin is  acquiring  Uniroyal  Goodrich.  Good- 
year itself  narrowly  avoided  being  taken 
over  in  1986  by  Sir  James  Goldsmith,  but 
it  took  on  $2.6  billion  in  debt  in  the  pro- 
cess. Its  newly  strengthened  competi- 
tors, meanwhile,  began  battling  for  U.  S. 
market  share. 

A  blunder  by  Goodyear  made  matters 
even  worse.  Last  year,  under  Sardas  and 
new  Chief  Executive  Tom  H.  Barrett, 


Goodyear  hiked  wholesale  prices  in  an 
effort  to  boost  profits  and  cut  down  on 
the  number  of  its  tires  selling  at  dis- 
counts. It  seemed  like  a  good  idea:  The 
industry  was  near  capacity,  so  what  bet- 
ter time  to  raise  prices? 

Logical  as  it  seemed,  the  move  back- 
fired badly.  Competitors  mostly  held  the 
line  on  prices,  and  Goodyear's  dealers 
found  themselves  unable  to  match  their 
rivals.  "The  first  three  months  of  last 


GOODYEAR  GOES 
INTO  A  SKID 


INDUSTRY 


VOLUME  OF  U.S.  TIRE  SALES 
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▲  PERCENT  CHANGE 
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year  were  very  sad  month| 
for  the  Goodyear  dealer, 
says  Mario  D.  Reimer,  presll 
dent  of  Superior  Tire  Inc.,  ;; 
Las  Vegas  dealership.  "H 
absolutely  was  not  competi 
tive."  Most  analysts  say  thi 
company's  market  share  fel 
two  points,  to  2S% — a  dro]; 
of  3  million  tires. 

Even  worse,  the  pricinji 
blunder  jeopardized  the  com: 
pany's  unique  dealershi]! 
system.  Alone  among  U. 
tiremakers,  Goodyear  ha; 
maintained  a  large  networl 
of  loyal  single-brand  dealers 
but  many  of  them  have  beei, 
breaking  ranks  to  sell  com 
peting  brands.  "We  wen, 
missing  the  customer  wh(i 
wanted  a  low-priced  tire 
and  some  of  our  dealer:; 
were  offsetting  that  by  tak 
ing  other  brands,"  Sarda: 
acknowledges. 
NEW  LINES.  At  a  Februan 
meeting  of  640  dealers  ir 
Phoenix,  the  company  an 
nounced  a  campaign  to  win  them  back 
While  Goodyear  has  always  sold  cheaj 
tires,  it  has  done  so  only  through  it' 
Kelly-Springfield  Tire  Co.  unit.  Now,  i 
will  offer  Goodyear  dealers  three  nev 
tire  lines.  A  typical  size  will  cost  $28.9f 
to  $36.95  compared  with  $45.85  for  the 
cheapest  Goodyear-brand  offering.  An( 
Goodyear  will  be  more  careful  about  hik 
ing  prices  on  its  old  lines.  Dealers  an 
enthusiastic.  "It  will  help  their  volumf 
with  us,"  says  C.  A.  "Buck"  Hubbert 
president  of  Tires  Inc.  in  Chehalis 
Wash.  Hubbert  says  he'll  no  longer  nee( 
the  other  brands  he  had  taken  on. 

At  the  same  time,  Goodyear  is  step 
ping  up  advertising,  an  area  where  iti 
efforts  have  sometimes  seemed  erratic 
Michelin  spends  roughly  twice  as  muc\ 
as  Goodyear  on  brand  ads  in  the  U.  S. 
even  though  it  sells  fewer  tires.  Now 
Goodyear  is  launching  a  new  ad  cam 
paign  stressing  safety  and  traction.  T( 
support  the  new  theme — "The  best  tire.' 
in  the  world  have  Goodyear  written  al 
over  them" — the  company  will  boost  ifc 
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There's  only  one  word 
processor  thaf  s  as  easy  to 
pickup  as  ours- 


Forget  everything  you've  heard  about 
word  processing  software. 

That  the  software  takes  too  much 
time  to  learn. That  tliey  have  all  sorts  of 
features  you'll  never  use.  That  it's  a  lot 
easier  to  pick  up  a  pen  and  start  writing. 

Professional  Write*  from  Software 
Publishing  Corporation  can  do  every- 
thing from  a  simple  memo  to  a  com- 
plex report.  Yet  all  you  do  to  start 
using  Professional  Write  is  to  turn  it  on. 


You  don't  need  to  spend  hours  pour- 
ing over  manuals  or  sitting  in  classes. 
And,  there  are  simple  on-screen 
menus  to  take  you  from  start  to  finish. 

Professional  Write  wasn't  just 
named  for  professionals,  it  was  de- 
signed for  professionals.  No  wonder 
it's  the  best-rated,  best-selling  executive 
word  processing  software.  ^prw^i^cor-TW/A 
Want  proof.>  Put  down    JjJ[;^    :5'^r  1  WAKH 


your  pen  and  call. 


lOPUBUSHENG 


FOR  A  FREE  TRIAL  DISK  CALL  1-800-345-28  8  8,  OPERATOR  60. 

In  Canada  call  l-We-Sefj-O'ibb  Runs  on  IBM  PC  and  MS  DOS  compatibles,  Prufi-ssional  Write  is  a  r<-KtMncd  irad.  mat  k  ol  Software  Publish  nit;  C...  p..  jiion. 
C  I'.iqi)  Soltware  Publi  sh.  ni:  '  lor  por  at  ion .  1401  landinits  Dr  .  Mountain  \  :<  >.  (   \  .4(1  7L'lll 


THE  PENINSULA 
HONG    KONG  ' 


The  One 


hotel  whose 


distinctive  style, 
elegance  and  grace 

make  it  tinique 
in  the  world  today. 


The  Peninsula 

Hong  Kong 

^  The 

Peninsula 

GROUP 


•The'^/eadinfllolcls  ofllxfWMd 

The  Leading  Hotels  of  the  World 


Preferreil  i     els  Worldwide 


Steigcnherger  Reservation  Sen.'iee 


U.  S.  ad  budget  at  least  30%,  to  an  esti 
mated  $85  million. 

The  flurry  of  new  products  and  th( 
big  ad  push  have  risks.  The  new  low 
price  lines  could  cannibalize  sales  of  pre 
mium-price,  higher-profit  tires.  "Will  i1 
hurt  our  lines  more  than  their  mair 
lines?"  asks  Ivan  W.  Gorr,  chairman  oi 
competitor  Cooper  Tire  &  Rubber  Co 
"They  have  as  much  concern  as  we,  anc 
probably  greater  exposure." 

The  greater  ad  spending  will  also  pui 
pressure  on  profit  margins.  While  th( 
company  is  benefiting  from  stable  raw 
material  costs,  it  is  being  squeezed  bj 
startup  costs  for  a  new  Canadian  tir 
plant  and  the  slowdown  in  demand  fro 
auto  makers.  Although  Goodyear's  U.  S 
tire  profits  increased  a  bit  last  year 
worldwide  operating  earnings  from  tire; 
were  basically  flat,  at  $723  million  or 


rr 


Goodyear's  new  low-price 

tires  may  hurt  its  own 
established  lines  as  much  as 
they  hurt  its  rivals 


sales  of  $8.8  billion.  Hurt  by  nonrecur 
ring  charges  and  losses  on  its  oil  pipe 
line,  total  earnings  before  taxes  slumpec 
to  $471  million  last  year  on  sales  of  $10. 
billion  from  $538  million  on  sales  of  $10.^ 
billion  in  1988.  At  around  37,  Goodyear's 
stock  is  trading  more  than  20  points  be 
low  its  12-month  high. 
OUT  OF  THE  RUT.  To  improve  those  re 
suits,  Barrett,  59,  a  manufacturing  exec 
utive  who  became  CEO  in  1988,  has  em 
barked  on  an  intensive  cost-cutting 
program  at  Goodyear.  Recently,  the 
company  announced  plans  to  chop  80( 
employees  out  of  its  retail-store  opera 
tion.  And  it  will  soon  pare  down  iti 
wholesale  organization.  But  the  compa 
ny  won't  cut  its  projected  researc? 
spending  of  $325  million  this  year.  Good 
year's  R&D  has  produced  such  high-per 
formance — and  high-profit — hits  as  it' 
new  Eagle  GX  touring  tire. 

Goodyear  may  have  begun  to  pull  oui 
of  its  rut.  The  company's  sales  of  re 
placement  tires  outpaced  industry  gains 
in  January.  But  sales  of  tires  for  nevs 
cars  are  slipping,  and  there  are  mon 
problems  on  the  way.  As  the  more  deep 
ly  entrenched  foreign  tiremakers  launci: 
a  concerted  attack  on  the  profitable 
high-performance  segment,  even  Barreti 
concedes  that  Goodyear  is  likely  to  lose 
market  share.  Sardas  isn't  so  quick  t( 
sound  the  retreat.  "My  assignment  i^ 
not  to  let  that  happen,"  he  says. 

By  Zachary  Schiller  in  Akror 


58  EU=ii 


/MARCH  ,,o.  1990 


THE  CORPORATK 


Multiple  Choice. 

Which  state-of-the-art  fax  is  designed  built  by  an  $18  billion  world  leader  in  communications  and  computers 

with  over  20  years  of  fax  experience,  and  backed  by  the  only  dedicated  nationwide  fax  service  organization  in  America? 


T 


dex  7800 


.he  ultimate  plain-paper  fax. 


A 


dex  450 


dex  150 


[Z  liffordable  plain-paper  fax. 


C  lowerFax"'  with  memory. 


dex  6700 


odular,  expandable  fax. 


S 


dex  440 


□  Oophisticated  error-correcting  fax. 


dex  140 

/ersatile  PowerFax^^l 


11  of  the  above. 


For  a  professional  quality  fax  with  the  features  you  need  most,  the  right  choice  is  Fujitsu. 
Contact  Fujitsu  Imaging  Systems  of  America,  3  Coiporate  Drive,  Commerce  Park,  Danbury,  CT  06810. 

Or  call:  1-800-243-7046. 


Fufrsu 


The  global  computer  &  communications  company 

dex  IS  a  registered  trademark  and  PowerFax  is  a  trademark  of  Fujitsu  Imaging  Systems  of  America.  Inc. 


NO 

BOUNDARIES 
HERE... 

Sometimes  technology  and  people  seem 
worlds  apart,  but  at  Omron  we're 
crossing  those  boundaries.  With  offices 
and  staff  in  Europe,  Asia,  Oceania,  the 
Americas  and  Japan,  we're  finding  new 
ways  for  technology  to  work  for  people 
of  all  cultures  and  customs.  For  people 
around  the  globe,  we're  seeing  a  brighter 
future  whose  only  boundary  will  be  that 
of  human  imagination. 


We're  moving  closer 

omRon 

•  Control  Components  and  Factory  Automation  Systems 

•  Electronic  Fund  Transfer  Systems  •  Information  Systems 

•  Health  and  Medical  Equipment  •  Office  Automation  Systems 

OMRON  Corporation 

Head  Office  10,  Tsuchido-cho,  Hanazono,  Ukyo-ku,  Kyoto,  616  Japan 
Phone  075(463)  1161 

Tokyo  Head  Office  Omron  Tokyo  Building,  4-10,  Toranomon  3-cfiome,  Minato-ku,  Tokyo,  105  Japan 
Pfione  03(436)  7011 

OMRON  MANAGEMENT  CENTER  OF  AMERICA  INC. 

One  East  Commerce  Drive,  Scfiaumburg  Illinois  60173,  USA 
Phone  1-708-843-7900  Fax  1-708-843-8568 

OMRON  MANAGEMENT  CENTER  OF  EUROPE  B.V. 

Planetenweg  77  2132  HM  Hoolddorp,  THE  NETHERLAfNiDS 
Phone  31-2503-62100  Telex  44-71343  Fax  31-2503-36  313 

OMRON  MANAGEMENT  CENTRE  OF  ASIAPACIFIC  PTE  LTD 

510  Thomson  Road  #  10-03  SLF  Building,  1129  SINGAPORE 
Phone  65-353-2611  Fax  65-353-5391 
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TRANSPORTATION  I 


EMERY  IS  ONE  HEAVY  lOAD  FOR 
CONSOLIDATED  FREIGHTWAYS 


The  trucker  paid  $478  niillion  and  has  spent  millions  more  to  fix  it 


Ei 


xcuses  don't  fly  in  the  shipping 
business.  Then  again,  Consolidated 
Freightways  Inc.  hasn't  needed 
many  for  the  past  61  years.  CF  became 
the  nation's  largest  long-haul  trucker  by 
consistently  pulling  into  the  dock  on 
time.  But  since  it  took  on  Emery  Air 
Freight  Corp.  last  April,  it  has  yet  to 
deliver  the  goods. 

By  any  measure, 
Consolidated's  $478  mil- 
lion purchase  of  Emery 
has  been  a  mess.  Chief 
Executive  Lary  R.  Scott 
warned  that  it  wouldn't 
deliver  profits  overnight. 
But  in  the  11  months  since 
CF  bought  Emery,  the  unit 
has  lost  nearly  $100  mil- 
lion. Emery  has  torpedoed 
CF's  earnings  momentum 
and  has  driven  debt  at  the 
$3.8  billion  company  from 
69f  to  427'  of  total  capital. 
One  result:  CF's  stock  has 
plunged  from  37  last  Jan- 
uary to  around  18  (charts). 

The  question  swirling 
around  Scott  these  days 
is,  why  did  he  want  Em- 
ery in  the  first  place?  In 
the  months  before  the 
deal,  Emery's  losses  were 
mounting,  major  custom- 
ers were  defecting,  and 
the  company  was  running 
out  of  cash.  Scott  says 
Emery  offered  a  quick 
way  to  become  a  global 
player  in  the  $20  billion 
air-freight  business.  But, 
snipes  a  competitor  who 
looked  at  Emery:  "You 
had  to  make  some  heroic 
assumptions  strategically 
to  make  Emery  work." 

In  many  ways,  the  Wil- 
ton (Conn.)  company  did 
appear  to  be  a  good  fit. 
With  Federal  Express 
buying  Flying  Tiger  Line, 
and  United  Parcel  Service 
of  America  snapping  up 
foreign  shippers,  it  was 
clear  that  the  survivors  in 
the  air-freight  business 


would  need  global  clout.  CF,  based  in 
Menlo  Park,  Calif.,  had  a  thriving  long- 
haul  trucking  business.  But  when  Scott 
looked  at  his  $400  million  CF  AirFreight 
Inc.,  all  he  could  see  was  a  long,  expen- 
sive slog  to  lengthen  its  reach. 

With  $1.2  billion  in  revenues,  Emery 
had  extensive  international  operations 
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and  a  high-tech  freight-sorting  plant  ii 
Dayton,  Ohio,  dubbed  Starbase.  Emen', 
would  increase  CF's  air  fleet  from  26  U 
98  planes,  its  international  reach  from  L; 
to  90  countries,  and  its  foreign  facilitiei; 
from  22  to  272. 

.  The  problem  was,  Emery  was  in  sorn; 
shape.  Once  a  thriving  air-freight  ship' 
per,  Emery  was  wounded  by  its  1981 
acquisition  of  Purolator  Courier  Corp] 
Indeed,  CF's  Scott  was  so  dismayed  bj] 
the  purchase  that  he  gave  up  an  effo 
to  buy  Emery  then.  Emery,  which  spe 
cialized  in  heavy  freight,  wanted  Purolali 
tor  to  take  on  FedEx  in  the  overnight  ■ 
delivery  business.  But  the  thinlj 
capitalized  company  never  fully  ab 
sorbed  its  new  purchase.  Vague  at 
tempts  at  synergy — such  as  putting  Pur  f 
olator's  short-haul  ground  freight  or 
Emery's  airplanes — nevei 
bore  fruit.  And  while  ser 
vice  problems  multiplied 
heavy  debt  ate  cash  flow 
Still,  Scott  eventuallj 
decided  the  strategic  ad 
vantages  were  worth  th( 
risk.  He  knew  he  was  in 
heriting  $236  million  ir 
debt,  much  of  it  in  high 


CONSOLIDATED  HITS  A  POTHOLE  CALLED  EMERY 


EARNINGS  ARE  SLIDING. 


.AND  THE  STOCK  SHOWS  IT 


▲  MILLIONS  OF  DOLURS 


JAN  90  MAR, 


'lier: 


interest  junk  bonds.  Bu' 
he  didn't  count  on  spend 
ing  so  heavily  to  solv( 
other  problems.  CF  has 


DATA;  CONSOIIDAIED  FREIGHIWAYS  INC,  BRIDGE  INFORMATION  SYSTEMS  INC 


spent  $35  million  tc 
streamline  Emery's  bill 
ing-and-tracking  system— 
:i  rat's  nest  of  conflicting 
tariff  schedules  tha' 
caused  customer  overbill 
ings  and  made  tracking 
packages  en  route  a  majo 
chore.  In  addition,  CF  ha: 
ponied  up  $38  million  tc 
purchase  new  vehicles  an( 
revamp  equipment  fo 
Emery's  ground  fleet — ai 
upgrade  that  will  cost  a' 
least  $70  million  ovei 
time. 

CF  has  made  its  owr 
mistakes,  too.  It  enragecj,.': 
customers,  for  instance 
by  trying  to  add  a  "fue: 
surcharge"  of  4%  to  17' 
last  summer.  "They  blew 
it,"  says  a  major  corpo 
rate  client.  Admits  Scott 
"We  shot  ourselves  in  thf 
foot  when  we  first  took 
the  company  over."  Com- 
petitors Airborne  Freighl 
Corp.  and  Burlington  Ail 
Express  Inc.  held  the  line 
on  prices  and  picked  up 
business. 

Then,  when  CF  pullec 
Emery  out  of  the  unprof 


THE  CORPORATK 


/ 


our  Atlanta  omce  is  swampea.  unicago  is  overwneimeu. 
/ho  knows  how  many  customers  have  given  up  while 
waiting  on  hold,  or  couldn't  get  through  in  the  first  place, 
ine  thing  is  certain. 
3ur  company  stands  t( 
)se  a  lot  of  business  not  just  today 
ut  in  the  future.  A  real  shame, 
ecause  with  US  Sprint  s  new 
nhanced  800  Service  with 
ommand  Routing  you  could  redirect 
lose  excess  calls  to  your  LA  office. 
11  it  takes  is  one  quick  call  to  our  800  service  hotline, 
nd,  since  sometimes  you  know  that  special  events  and 
;affing  problems  may  cause  an  office  to  be  overloaded, 
nother  feature  called  Call  Allocation  lets  you  redirect 


Wth  our 800  service 
you  coiild  save 
the  whole  coimtry 
with  one  call. 


cans  oeiore  a  uisasier  siriKes.  rou  can  even  cusLomize  a 
schedule  to  route  calls  based  on  area  code,  time  of  day, 
day  of  week,  and  day  of  year.  What  makes  all  this  possible? 

Sprint's  unique  100%  digital 
fiber  optic  network.  The 
network  that  is  100%  software  defined, 
allowing  changes  to  be  made  in  a 
matter  of  minutes.  So  if  you 
have  multiple  offices,  call  Sprint 
now  for  more  information  on  our 
Enhanced  800  Service.  And  be  prepared 
to  save  your  country  at  a  moment's  notice. 
Call  1-800-877-2000  today. 
It's  a  new  worldr 

US  Sprint 
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The  MacArthur  Club  - 
not  just  your  general  business  accommodations 


The  MacArthur  Club  at 
The  Manila  Hotel  offers  a  choice  of 
accommodations  -  a  room  or  suite 
high  in  the  tower  overlooking  Manila 
Bay  or  famed  Intramuros,  or  one  of 
the  superbly  renovated  rooms  in  the 
original  historic  building. 

Special  amenities  and  services 
offered  to  members  are  express 
check-in  and  out  with  the 
Club  Recephonist, 
complimentary  Continenta 
breakfast,  laundry 
and  dry  cleaning  and 
the  first  cocktail  of  the 
evening  at  the  Club 
Lounge. 


Other  facilities  include  the  Club 
Reading  Lounge  and  Board  Room, 
24  hour  Teierate  financial  services 
information,  quick  access  to  our  fully 
equipped  Executive  Services  Center 
and  the  Bay  Club  with  pool, 
gymnasium,  sauna,  tennis  and 
squash  courts. 

The  MacArthur  Club, 
unmatched  service  and 
facilihes  at  Manila's 
most  elegant  hotel. 


There  are  perhaps  a  dozen 
ncredible  places  you  must  see 
in  the  Onent 
One  of  them  is  a  hotel 


Rizal  Park  (P.O.  Box  307),  Manila,  PhUippines  Telex:  40537  MHOTEL  PM, 
Telephone;  (632)  47-0011    Fax:  (632)  47-1124  or  48-2430. 
Or  contact:  R.F.  Warner  Inc.  Omaha,  NE;  John  Tetley  Co.  Los  Angeles,  Utell  International-Sahara, 
KLM/Golden  Tuhp  Inll  B.V.,  Philippine  Airlines  Sales  &  Reservations  Worldwide. 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CAU  miM^  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

B2I»  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg. 170(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


Eduoattonal  Asslstancs  Llcl.» 

P  O  BOX  3021  •  GLEN  ELLYN,  ILLINOIS  60138 


For  More  Delaih 
Call  70S-690-00I0 
Peter  Roskam 
F^xeeuttve  Director 


itable  retail  air-freight  segment,  i 
botched  the  transition.   Emery  didn: 
want  to  compete  with  UPS  for  consumt: 
freight.  But  it  failed  to  reassure  bus 
ness  customers  that  it  still  wanted  the; 
small  packages  and  envelopes.  As  a  r< 
suit,  it  lost  20%  of  its  shipping  volume  i 
last  year's  third  quarter — much  of  it  i 
profitable,  business-to-business  sma 
freight.  "Our  main  focus  is  getting  bac,, 
that  business,"  says  Peter  D.  Boulai.'^ 
Emery's  new  vice-president  for  Nort"! 
America. 

FIRM  RATES.  Emery  lost  roughly  $18  miu 
lion  a  quarter  during  its  first  six  month 
with  CP",  and  by  the  fourth  quarter,  th 
operating  loss  had  ballooned  to  $40  mi 
lion.  That  knocked  CP's  1989  net  incom 
down  to  just  $12  million  from  $113  mi 
lion  the  year  before.  The  losses  wer 
bad  enough.  But  what  really  spooke 
investors  was  that  flaws  in  Emery's  bil 
ing  system  had  overstated  revenue; 
forcing  a  $19  million  write-off. 

Now,  says  Scott:  "We're  over  th 
worst  of  our  problems."  But  critics  ar 
starting  to  worry  that  Emery  could  hui 
the  trucking  business  at  a  vulnerabl 
time.  CP's  core  trucking  operations  hav 
hit  bumps  lately  because  of  industry 
wide  rate  wars  and  high  fuel  pricei 
Earnings  in  the  long-haul  division  sli 
56%  in  the  fourth  quarter,  while  region; 
trucking  profits  dropped  27%'.  Rates  ar 
firming  now,  but  as  the  trucking  bus 
ness  competes  for  CP's  resources,  Err 
ery's  troubles  could  "undermine  th 
whole  company,"  says  analyst  Paul  E 
Schlesinger  of  Donaldson,  Lufkin  &  Jer 
rette  Securities  Corp. 

Scott  has  come  a  long  way  in  cuttinj 
costs.  Now,  he  has  to  build  revenue 
quickly.  His  best  hope  may  be  the  gooc 
will  CF  has  built  up  in  trucking  over  th 
years.  Despite  the  problems,  many  cus 
tomers  say  they  see  progress  at  Enr 
ery — especially  in  a  renewed  emphasi 
on  service.  "It's  been  a  rough  start, 
says  Joel  Baudouin,  U.  S.  logistics  mar 
ager  for  Hewlett-Packard  Co.  "But  som 
moves  they've  made  recently  give  us 
lot  of  confidence."  In  particular,  h 
points  to  CF's  decision  to  move  Boulais, ; 
service  specialist,  from  the  trucking  sid 
over  to  Emery.  Adds  Peter  J.  Brocli 
J.  C.  Penney  Co.'s  transportation  manag 
er:  "We've  got  to  be  patient." 

CF's  shareholders  may  be  less  willinj 
to  wait.  Emery  has  won  several  big  cor 
tracts  in  the  past  year,  including  a  $1T 
million  pact  to  haul  U.  S.  Postal  Servic 
freight.  But  there  is  little  chance  fo 
better  news  this  quarter — traditional! 
transportation's  slowest.  Unless  C 
starts  delivering  soon,  the  pressure  wi! 
intensify  to  lighten  its  load — startinj 
with  some  or  all  of  Emery. 

By  Joan  O'C.  Hamilton  in  Menlo  Pa 
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LEASE  A  VOIYO  WITH  THE 
MOST  ATTRACTIVE  TERMS  YET 

YOUR  OWN. 


The  perfect  automobile  lease  for 
you  might  last  six  years.  Or  maybe 
two.  You  might  not  want  any  down 
payment  Or  maybe  you'd  rather  put 
some  money  down  to  reduce  your 
monthly  costs.  And  perhaps,  too, 
you'd  like  to  buy  your  car  when  the 
lease  ends. 

No  matter  what  you're  looking  for 
in  a  lease,  look  no  further  than  your 
participating  Volvo  dealer  Where 
right  now,  during  our  special  leasing 
program,  you  can  choose  from  a 
wide  variety  of  options  to  get  the 
lease  that's  right  for  you. 

Better  still,  your  dealer  is  also 
offering  especially  low  monthly  pay- 
ments on  every  leasing  arrangement 
Whether  you  choose  the  legendary 
Volvo  240,  the  luxurious  760,  the 
limited  edition  780,  or  any  other 
model  in  the  Volvo  line. 

See  your  participating  Volvo 
dealer  soon.  Because  while  his  leas- 
ing terms  are  flexible,  the  deadline 
for  this  offer  isn't 

VOLVO 

A  car  you  can  believe  in. 


MONTHLY 
fAYMENTS 
AS  LOW  AS 


740.42 


740  GL 


MONIHLY 
mYMLNTS 
AS  LOW  AS 


756.04 


760  Turbo 


PAYMbNIS 
AS  LOW  AS 


$380.18 


*Offered  by  participating  Volvo  dealers  to  qualified  and 
approved  customers  through  April  30, 1990.  Customer  must 
take  delivery  out  of  dealer  stock  by  May  10, 1990.  Price 
based  on  a  60-month  closed-end  lease  for  1990  models 
shown.  Subject  to  availability.  To  determine  total  lease 
payments,  multiply  slated  monthly  payment  by  60.  Down 
payment  of  $2,000  on  240  DL,  $3,000  on  740  GL,  $3,000  on 
760  Turbo  Sedan,  $3,000  on  780  Tbrbo  required  in  this 
example.  First  monthly  payment  plus  $425  documentation 
fee  required  in  advance  in  each  example.  Customer 
responsible  for  taxes,  registration  and  title  fees.  15  cents  per 
mile  over  75,000.  Option  to  purchase  at  end  of  lease  at 
price  equal  to  fair  wholesale  market  value  based  on  NADA 
Used  Car  Guide.  Lessee  responsible  for  maintenance  and 
repairs  not  covered  by  warranty,  as  well  as  abnormal  wear 
and  tear  See  your  Volvo  dealer  for  complete  details. 
Subject  to  approval  by  Volvo  Finance  North  America,  Inc. 

©  1990  VOLVO  FINANCE  NORTH  AMERICA.  INC 


780  Turbo 


MONTHLY 
mVMENTS 
AS  LOW  AS 


^•158.59 


THIS  OFFER  ENDS  APRIL  30. 1990, 


THE  SALVATION  ARMY 


e  have  limited 
resources,  which 
means  we  have  to 
manage  them  even 
better  to  achieve 
the  best  results' 

JAMES  A.  OSBORNE 

National  Commander 
The  Solvation  Army 
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the  memo  is  pure  fiction  and  the  idea  o  ; 
Hesselbein  taking  over  the  giant  aut(  ^^^^^ 
maker  is  surely  impossible,  it's  based  oi 
the  high  regard  in  which  managemen 
gurus  hold  her.  "If  I  had  to  put  some 
body  in  to  take  Roger  Smith's  place  a 
GM,"  says  Peter  F.  Drucker,  "I  woul( 
pick  Frances.  Because  GM'i 
basic  problem  is  the  same  ai 
the  task  Mr.  Gorbachev  has  ii 
turning  around  a  huge  bu 
reaucracy,  and  that  is  hei 
strong  point." 

Frances  Hesselbein  has  jus 
retired  as  head  of  the  Gir 
Scouts.  But  her  accomplish 
ments  there  are  fast  becom 
ing  legendary.  She  turned  a; 
unlikely  a  candidate  as  yoi 
can  imagine  into  an  efficient 


PROFITING  FROM 
THE  NONPROFITS 

MUCH  CAN  BE  LEARNED  FROM  SOME  OF  THE  BEST-RUN  ORGANIZATIONS  AROUND 


Memo  to  the  Board  of  Directors. 

General  Motors  Corp. 

Subject:  Management  Succession 

With  the  upcoming  retirement  of 
Chairtnaii  Roger  Smith,  you  may  be 
interested  in  seeking  an  outsider  to 
lead  GM  into  the  21st  centu- 
ry. Frances  Hesselbein  comes 
highly  recommended  after 
an  extraordinary  13-year 
stint  as  a  chief  executive. 
She's  admired  for  her  lision- 
ary,  creative,  and  hands-on 
management  of  a  si>"ilarly 
tradition-bound  orgi  nza- 
tion — with  a  work  fore,  of 
751,000  people  in  333  autono- 
mous subsidiaries  nation- 
wide. She  plotted  a  strategy 


that  reversed  years  of  decline  in  mar- 
ket share  and  led  to  vastly  unproved 
performance. 


F 


ranees  who?  Why,  she's  the  depart- 
ing national  executive  director  of 
Girl  Scouts  of  the  U.  S.  A.  While 


LESSONS  FROM  THE  NONPROFITS 
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SMASH  THE  HIERARCHY  Convince  workers  that  their  jobs  are  as  vi 
tal  as  the  chief  executive's 

USE  THE  DIRECTORS  Set  up  board  committees  to  oversee  major 
lines  of  business  and  help  plot  strategy' 

TAP  THE  GRASS  ROOTS  Encourage  field  workers  to  try  new  ideas 
and  clear  the  way  for  ideas  and  change  to  move  up 
CREATE  A  SENSE  OF  MISSION  Clearly  articulate  a  \ision  of  higher 
purpose  so  ever>'  decision  flows  from  the  organization's  mission 

OVERHAUL  INCENTIVES  Have  employees  set  yearly  goals  and  re- 
ward them  for  progress  in  reaching  each  objective 
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COVER  STO 


NATIONAL  EASTER  SEAL  SOCIETY 


Commitment  isn't 
enough  anymore. 
You  also  have  to 
have  professionalism, 
or  you're  going  to 
go  out  of  business' 

JOHN  R.  GARRISON 

President 

National  Easter  Seal  Society 


novative,  customer- 
•iven  enterprise.  The 
irl  Scouts'  member- 
lip  now  numbers  a 
jaithy  2.3  million,  a 
larp  contrast  to 
ght  straight  years  of 
illing  membership 
jfore  Hesselbein 
lok  over  in  1976. 
y  rejuvenating  an 
stitution  that  was 

danger  of  becom- 
g  irrelevant  to 
odern  tastes  and 
mcerns,  Hesselbein 
is  emerged  as  the 
•ande  dame  of  Amer- 
an  management, 
arren  Bennis,  an  ex- 
!rt  in  analyzing  lead- 
ship,  ranks  her  with 
e  likes  of  Johnson  & 
)hnson's  James  E. 
Lirke  and  Apple  Com- 
iter's  John  S':"ulley 
.  a  leader.  Managers 

IBM  and  Motorola 
)w  watch  videotapes 
at  showcase  Hessel- 
iin  and  her  ideas.  And  in  a  forthcoming 
isiness  book,  The  Female  Advantage, 
ithor  Sally  Helgesen  praises  her  as  the 
litome  of  a  distinctively  feminine  man- 
jement  style  that  executives  would  do 
ell  to  emulate. 

Even  at  capitalism's  mecca,  the  Har- 
ird  business  school,  where  profit  is  a 
)ly  word,  MBA  students  now  study  her 
anagement  techniques  and  invite  her 

speak  to  classes.  "Frances  displays  a 
arity  of  purpose  and  a  management 
rategy  and  direction  that  very  few  for- 
•ofit  CEOs  traipsing  through  this  cam- 
is  have  ever  shown,"  says  manage- 
ent  professor  Leonard  Schlesinger. 
ary  Rose  Main,  a  longtime  staffer  de- 
rived as  Hesselbein's  "alter  ego,"  suc- 
eded  her  last  month  at  the  Girl  Scouts, 
ow,  Hesselbein  plans  more  lectures  as 
el!  as  books  and  articles. 
>CIAL  ENTREPRENEURS.  She  is  one  of  a 
•owing  number  of  leaders  in  the  non- 
•ofit  world  who  can  teach  a  thing  or 
JO  to  corporate  executives.  Only  a  few 
!ars  ago,  that  thought  would  have  been 
ughed  away  as  quickly  as  it  was  ex- 
■essed.  Management  once  was  regard- 
l  by  some  nonprofit  purists  as  a  near- 
)scenity.  "Some  nonprofit  people  used 

think  that  if  you're  doing  good,  some- 
)w  God  will  provide,"  says  John  R. 
arrison,  president  of  the  National  Eas- 
r  Seal  Society.  "But  almost  everyone 
Dw  realizes  that  commitment  isn't 
lough  anymore.  You  also  have  to  have 
•ofessionalism,  or  you're  going  to  go 
it  of  business." 

In  recent  years,  nonprofits  have  dis- 
)vered  that  they  need  to  manage  well 


especially  because  they  lack  the  disci- 
pline of  a  bottom  line.  The  financial  pres- 
sures have  mounted,  too.  Nonprofits 
have  had  to  endure  cutbacks  in  federal 
aid,  changes  in  tax  laws  that  hurt  gift- 
giving,  and  a  lack  of  growth  in  corporate 
contributions.  At  the  same  time,  there 
has  been  increasing  competition  from  a 
new  generation  of  social  entrepreneurs 
attacking  such  problems  as  aids,  Alz- 
heimer's disease,  child  abuse,  and  drunk 
driving.  "We  have  limited  resources. 


which  means  we  have  to  manage  them 
even  better  to  achieve  the  best  results," 
says  James  A.  Osborne,  head  of  the  Sal- 
vation Army.  One  way  Osborne  is  able 
to  stretch  his  $1  billion  annual  budget 
across  20  million  people  in  more  than 
10,000  U.  S.  facilities  is  by  drawing  a 
salary  of  only  $18,200  plus  housing.  At 
the  other  end  of  the  scale,  managers 
such  as  Faye  Wattleton  of  Planned  Par- 
enthood earn  $166,800  a  year. 
To  cope  with  their  changing  environ- 
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YOU  MUST  KNOW 
THE  PAST 


i. 


One  of  the  first  things  Vartan 
Gregorian  did  upon  assuming 
the  presidency  of  Brown  Uni- 
versity last  year  was  to  immerse  him- 
self in  the  history  of  the  institution. 
"Tell  me,"  he  says, 
"how  many  corporate 
leaders  have  read  the 
histories  of  their  own 
firms?  How  many  read 
the  biographies  of  their 
founding  fathers?  I 
know  what  my  constit- 
uents want,  and  I  also 
know  that  today's 
problems  are  not  new 
problems." 

It  is  classic  Gregori- 
an. A  lifelong  educator, 
he  won  acclaim  for  his 
revival  of  the  New 
York  Public  Library — 
a  nonprofit  turnaround 
that  some  admirers 
dubbed  "the  miracle  on 
42nd  Street."  The  Iran- 
born  intellectual  be- 
came chief  executive  of 
the  library  in  1981  after  resigning 
as  provost  of  the  University  of 
Pennsylvania. 

THINKING  BIG.  Before  mapping  plans 
for  the  library,  he  read  various  histor- 
ies of  New  York  City  that  led  him 
to  the  conclusion  that  in  a  town  where 
just  about  anything  can  and  does 
go  wrong.  New  Yorkers  tend  to  ignore 
little  problems.  "In  New  York,  it's 


DEREK  BOK  60 

Harvard  University 
Annual  budget:  $952  million 

VARTAN  GREGORIAN  55 

Brown  University 
$210  million 

FRANK  H.  RHODES  63 

Cornell  University 
$940  million 

DONNA  E.  SHALALA  49 

University  of  Wisconsin 
$1  billion 

HAROLD  T.  SHAPIRO  54 

Princeton  University 
$427  million 


better  to  fail  for  a  large  cause  rather 
than  stumble  over  a  small  cause," 
Gregorian  says.  So  he  decided  not 
to  stint  on  the  refurbishing,  and  seven 
years  and  some  $400  million  later,  the 
library  had  a  face-lift  of  monumental 
proportions. 

Now,  as  the  first  foreign-born  presi- 
dent of  an   Ivy   League  university, 
Gregorian,  55,  inherits  one  of  the  coun- 
try's most  prestigious 
educational  institutions 
and  a  $210  million  annual 
budget.  At  Brown,  he 
says  his  challenge  is  to 
"synthesize  and  inte- 
grate knowledge,"  to 
encourage  the  study  of 
subjects  from  the  per- 
spective of  different 
disciplines.  "Execu- 
tives,"   he  believes, 
"should  not  only  know 
their  own  fields  but  be 
stimulated  through  ex- 
posure   to  general 
knowledge   and  cul- 
ture— not  as  an  orna- 
ment but  as  a  funda- 
mental necessity." 

Gregorian  does  not 
intend  to  make  the  mis- 
take of  many  outsiders 
by  assuming  that  his  past  experience 
can  easily  be  applied  to  the  present. 
"Each  institution  has  its  own  culture, 
identity,  and  traditions,  and  you  cannot 
presuppose  outside  formulas  to  it,"  he 
asserts.  "You  have  to  develop  it  from 
within.  You  can't  bring  textbook  solu- 
tions to  organizations."  That  is  a  les- 
son that  history  should  teach  many 
leaders  in  the  corjjorate  world. 


ment,   the   leaders   of  nonprofits  an' 
steeping  themselves  in  professional  man, 
agement  techniques,  even  attending 
management  sessions  at  Harvard,  Stan 
ford,  and  Wharton.  As  a  result,  head 
hunters  are  likely  to  increasingly  eye  th(i 
nonprofit  world  as  a  source  of  managei 
ment  talent  for  the  corporate  world.  A 
few  nonprofit  types  have  already  madtji 
that  transition:   Georgia-Pacific  Chair  t 
man  T.  Marshall  Hahn  Jr.  was  president 
of  Virginia  Polytechnic  Institute  &  Statffe 
University,  while  Upjohn  Chief  Execujx 
five  Theodore  Cooper  was  provost  foi 
Cornell  University  Medical  College. 

Drawing  parallels  between  the  corpo 
rate  and  the  nonprofit  worlds  shouldn'1 
be  overdone.  Nonprofit  managers  don'i 
live  in  fear  of  hostile  takeovers  or  subsi  w4 
dized  foreign  competition.  Cooper  says 
his  current  job  requires  more  rapid-firt 
decision-making  than  his  nonprofit  post 
and  the  unrelenting  glare  of  quarterlj 
earnings  reduces  his  margin  for  error 
Thus,  steely-eyed  management  is  hardlj 
universal  among  the  nonprofits.  "Manj 
of  the  good  people  who  come  up  in  th 
nonprofit  world  generally  rise  for  rea- 
sons other  than  their  interest  or  skill  ir 
management,"  says  John  W.  Gardner,  s 
professor  at  Stanford  University.  "Thej 
are  interested  in  the  cause,  become  deep 
ly  involved  in  it,  and  ultimately  fine 
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themselves  in  a  top  management  job.  Scfliits 
there  is  still  room  for  improvement." 

For  all  of  that,  the  lessons  to  bAnfm 
gleaned  from  the  nonprofit  world  art 
rich  and  relevant.  "There  is  a  lot  of  com 
monality  in  the  management  of  all  large 
organizations,"  says  Cooper.  "The  fun-|ii!!i 
damentals  are  similar.  In  the  final  analy- 
sis, what  you  have  to  do  is  lead  people.' 
Drucker  says  the  best  nonprofits  are  oiT|r.if  st 
the  cutting  edge  of  management  tech- 
niques, particularly  in  developing  an(ltn!ies  o 
implementing  strategy,  responding  tc 
constituents,  motivating  and  training 
workers,  and  exerting  leadership 
MBA  OPTIONAL.  To  identify  the  paragons 
of  those  virtues,  BUSINESS  WEEK  went  tc  tarters 
the  people  who  make  it  their  business  tc 
assess  the  quality  of  management  in  the 
nation's  970,000  nonprofits,  which  have  a 
payroll  of  some  7.4  million  and  garnei 
$104  billion  in  contributions  annually 
The  editors  informally  polled  20  founda- 
tions that  are  among  major  financial 
supporters  of  nonprofits  and  also  inter- 
viewed partners  at  20  executive-search  t^^f.^^ 
firms  that  recruit  for  or  from  nonprofits, 
The  process  produced  a  list  of  five  out 
standing  managers  in  each  of  five  fields; 
culture,  education,  foundations,  health, 
and  social  services. 

The  survey  turned  up  people  with 
backgrounds  as  noncorporate  as  Ardis 
Krainik's.  She's  the  former  singer  whc 
turned  around  the  troubled  Lyric  Opera 
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Chicago  (page  70).  Or  there's  Wattle- 
1.  She's  a  former  nurse  who  trans- 
med  Planned  Parenthood  from  a  qui- 
counseling  agency  to  a  bold  advocate 
women's  reproductive  rights  (box), 
ily  one  of  the  25  people  highlighted  in 
;  BW  survey,  J.  Carter  Brown  at  the 
itional  Gallery  of  Art,  has  an  MBA 
gree. 

A.  lack  of  corporate  credentials  doesn't 
ep  these  folks  from  exhibiting  a  sharp 
siness  sense,  though.  How  do  you  pro- 
le incentives  for  employees  whose  per- 
•mance  doesn't  translate  directly  into 
Drofit  or  loss?  Wattleton  requires  her 
aple  to  set  personal  goals  annually 
d  then  uses  those  goals  as  the  bench 
irk  for  raises  and  promotions.  At  Hen- 
Ford  Health  Care  Corp.  in  Detroit, 
ief  Executive  Gail  L.  Warden  is  using 
mographics  and  epidemiological  stud- 


ies to  plot  his  organization's  future  size 
and  span  of  services  (page  72).  To  help 
understand  his  organization's  culture, 
Vartan  Gregorian,  president  of  Brown 
University,  assiduously  studies  its  histo- 
ry, an  approach  he  advises  for  corporate 
executives  (page  68).  To  better  assess 
his  own  performance.  Ford  Foundation 
President  Franklin  A.  Thomas  recruits 
teams  of  prominent  outsiders  to  study 
and  critique  his  organization  (page  74). 
The  teams  deliver  the  critique  directly  to 
the  board  of  directors. 
REPORT  CARDS.  Ah,  yes,  the  directors. 
The  bane  of  many  a  CEO.  Perhaps  there 
is  no  better  example  of  what  the  non- 
profits have  to  teach  Corporate  America. 
What  is  often  viewed  as  little  more  than 
a  necessary  evil  in  corporate  executive 
suites  has  become  a  prized  source  of 
expertise  and  a  reality  check  for  non- 


profit managers.  Thomas'  approach  is 
one.  Another  is  the  American  Red  Cross, 
where  the  functional  board  committees 
go  well  beyond  the  typical  corporate 
panels  for  audit,  finance,  and  compensa- 
tion. Other  committees  include  blood  ser- 
vices, international  services,  and  strate- 
gic planning.  The  strategic-planning 
committee  is  currently  asking  nearly 
3,000  chapters  to  assess  the  quality  of 
headquarters'  performance  by  complet- 
ing report  cards  with  letter  grades. 

But  no  one  draws  more  raves  than 
Hesselbein,  and  her  saga  is  both  instruc- 
tive and  inspiring.  She  was  born  73 
years  ago  in  South  Fork,  Pa.,  near 
Johnstown.  Her  father  was  a  special  in- 
vestigator for  the  Pennsylvania  RR.  She 
married  hometown  beau  John  Hessel- 
bein, and  they  became  partners  together 
in  a  small  family  business,  Hesselbein 
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PUBLICITY  CAN'T  HURT 


In  terms  of  public  recognition,  Faye 
Wattleton  may  be  the  nonprofit 
equivalent  of  Lee  lacocca.  As  presi- 
ent  of  Planned  Parenthood  Federation 
f  America,  she  is  widely  known  as  the 
ation's  leading  pro-choice  advocate, 
/'hat  isn't  known  about  the  former  St. 
ouis  nurse  is  that  she  also  has  earned 
iaudits  for  her  management  skills. 
Wattleton,  48,  insists  that  good  man- 
gement  was  her  first  priority  when 
ie  took  over  as  president  in  1978. 
ince  then,  donations  to  the  national 
ffice  have  jumped  to  more  than  $27 
lillion  a  year,  from  $4.7  million.  The 
verall  budget  has  nearly  tripled,  to 
?03  million.  Granted,  court  decisions 
iving  states  more  power  to  regulate 
bortions  have  loosened  the  purse 
:rings  of  pro-choice  advocates.  But 
Wattleton  likes  to  think  her  manage- 
lent  skills  have  helped  make  Planned 
arenthood  a  more  potent  force,  too. 
When  she  arrived  at  New  York  head- 
uarters  more  than  10  years  ago, 
/attleton  was  armed  not  with  an  MBA 
ut  with  a  nursing  degree  from  Ohio 
tate  University  and  a  master's  degree 
1  maternal  and  infant  care  from  Co- 
imbia  University.  She  had  picked  up 
er  management  knowhow  during  sev- 
n  years  as  head  of  the  Planned  Par- 
nthood  affiliate  in  Dayton. 
RANCHING  OUT.  After  getting  the  top 
)b,  she  quickly  reorganized  the  nation- 
1  staff.  Wattleton  created  vice-presi- 
ents  in  such  areas  as  finance,  public 
ffairs,  and  affiliate  relations,  empha- 
izing  the  importance  of  more  profes- 
ional  management,  gaining  greater 
rominence,  and  striking  closer  rela- 
onships  with  178  affiliate  chapters. 


WATTLETON: 
PLANNED 
PARENTHOOD'S 
SAVVY  PLANNER 


She  also  recruited  top  talent  and  in- 
stalled novel  incentive-pay  arrange- 
ments. Without  clear  profit-and-loss  re- 
sponsibility, how  does  a  nonprofit  pay 
people  for  perfor- 


mance? At  Planned 
Parenthood,  all  em- 
ployees must  set 
personal  objectives 
every  year.  Each 
goal  is  assigned  a 
percentage  weight 
to  determine  its  im- 
portance. Managers 
evaluate  progress 
against  each  goal, 
grading  them  from 
1  for  unsatisfactory 
to  5  for  superior 
performance.  Pay 
hikes  are  dished  out 
based  on  the  overall 
grade. 

"If  you  work  for 
a  nonprofit,  you 
shouldn't  have  to 
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MARIAN  WRIGHT  EIDELMAN 

Children's  Defense  Fund, 
Washington,  D.C. 
Annual  budget:  $7  million 

lOHN  R.  GARRISON  52 

Easter  Seal  Society, 
Chicago 
$245  million 

FRANCES  HESSELBEIN  73 

Girl  Scouts  of  the  U.S.A.,  New  York 
$343  million 

GENEVA  B.  JOHNSON  57 

Family  Service  America,  Milwaukee 
$10  million 

FAYE  WATTLETON  46 

Planned  Parenthood,  New  York 
$303  million 


commit  yourself  to  self-denial,  poverty, 
and  self-sacrifice,"  says  Wattleton.  "I 
don't  subscribe  to  the  fruit-and-flower 
philosophy  of  the  nonprofit  world." 

Though  she  has  not 
starred  in  her  own  tele- 
vision commercials  like  lac- 
coca,  the  abortion 
issue  has  allowed 
her  countless  ap- 
pearances on  TV 
talk  shows  and 
news  programs. 
Wattleton  is  not 
one  to  mind  the  at- 
tention, as  long  as 
the  organization 
remains  strong. 
"Whether  someone 
sits  down  and 
writes  a  check  to  us 
depends  on  how  ef- 
fective I  am  in  sell- 
ing our  ideas,"  she 
says.  "That  is  the 
product." 
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Studios.  He  ran  the  show,  filming  TV 
commercials  and  promotional  films.  She 
wrote  scripts. 

She  was  first  lured  into  the  Girl 
Scouts  in  the  early  1950s  as  a  volunteer 
troop  leader  at  the  Second  Presbyterian 
Church  in  Johnstown.  Hesselbein,  who 
has  a  grown  son  but  no  daughters, 
agreed  to  a  temporary  stint  that  lasted 
nine  years.  She  moved  up  to  council 
president,  member  of  the  national  board, 
then  to  full-time,  paid  executive  director 
of  the  Talus  Rock  Girl  Scout  Council. 
Although  she  attended  the  University  of 
Pittsburgh,  she  never  collected  a  college 
degree.  Hesselbein  honed  her  manage- 


ment skills  on  the  job  and  by  voraciously 
reading  and  studying  books  on  business 
and  management. 

She  won  the  job  of  national  executive 
director  in  1976.  Barely  two  years  after 
the  Hesselbeins  moved  to  New  York, 
her  husband  died.  She  faced  a  formida- 
ble challenge  at  a  difficult  time.  The  Girl 
Scouts  were  largely  a  white,  middle- 
class  organization  in  a  society  growing 
more  conscious  of  its  diversity.  Teen- 
agers were  losing  interest  in  the  pro- 
grams. Adult  volunteers  were  proving 
harder  to  find  as  more  women  entered 
the  work  force.  Lurking  in  the  back- 
ground like  a  corporate  raider  was  the 


Boy  Scouts  of  America.  It  had  launchci 
a  feasibility  study  of  extending  its  men- 
bership  to  girls.  "We  badly  needed  : 
Frances  Hesselbein  then,"  says  Betty  f . 
Pilsbury,  Girl  Scout  national  presji 
dent.  "There  was  no  unified  sense  cj 
■  direction."  i 
SCIENTIFIC  SCOUTS.  Hesselbein  began  ! 
major  reexamination  of  the  Girl  Scoutj! 
mission.  "We  kept  asking  ourselves  verj 
simple  questions,"  she  says.  "What  ij 
our  business?  WTio  is  the  customer?  An 
what  does  the  customer  consider  value 
If  you're  the  Girl  Scouts,  IBM,  or  at&i 
you  have  to  manage  for  a  mission." 
By  "managing  for  the  mission,"  a  h 
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JUST  ONE  RIDER 
HOLDS  THE  REINS 


After  she  fired  superstar  tenor 
Luciano  Pavarotti  last  year, 
some  wags  took  to  calling  Ar- 
dis  Krainik  the  "Lady  Rambo  of  Op- 
era." But  the  ebullient  general  director 
of  the  Lyric  Opera  of  Chicago  might 
more  aptly  be  called  a  turnaround 
artist.  While  many  nonprofit  cultural 
outfits  are  struggling  to  stay  alive  and 
relevant,  the  Lyric  boasts  sellout 
crowds,  stellar  casting,  and  a  strong 
balance  sheet. 

Krainik,  Ul.  has  won  ovations  for  her 
virtuoso  management  of  the  nation's 
fourth-largest  opera  company.  She  rose 
from  part-time  clerk  and  singer  in  the 
chorus  in  1954  to  head  of  a  severely 
troubled  L\Tic  in  1980.  Fund-raising 
had  not  kept  pace  with  inflation.  Cost 
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overruns  had  virtually  wiped  out  a  $2.5 
million  endowment. 

She  slashed  costs — even  recycling 
nuts  and  bolts  used  for  scenery.  She 
initiated  "responsi- 
bility reporting"— 
monthly  reviews  of 
every  department's 
budget.  She  put  ev- 
erj'thing  from  fund- 
raising  to  ticket 
sales  on  computer. 
And  she  won  mil- 
lions of  dollars  in 
new  donations.  With 
an  annual  820  mil- 
lion budget,  Lyric 
has  been  in  the 
black  every  year 
since  1981  with  only 
one  exception,  when 
it  launched  a  major 
expansion  in  1986. 

Her  business  acu- 
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J.  CARTER  BROWN  55 

National  Callers-  of  .-^rt 
Ayinual  budget:  S54  million 

ERNEST  M.  FLEiSCHMANN  65 

Los  .-Yngeles  Philharmonic  Orchestra 
$28  million 

HENRY  FOGEL  47 

Chicago  S\Tnphony 
$29  million 

MARTIN  FRIEDMAN  64 

Walker  An  Center,  Minneapolis 
$8  million 

ARDIS  KRAINIK  61 

L\Tic  Opera  of  Chicago 
$20  million 


men  has  won  her  seats  on  the  board  of 
directors  for  Northern  Trust  Co.  and 
on  the  advisory  board  of  Northwestern 
University's  Kellogg  School  of  Man- 
agement— though  she  has  no  MBA.  "I 
learned  my  management  lessons  at  the 
school  of  hard  knocks,"  says  Krainik. 
ONE  BOSS.  Many  cultural  groups  set 
up  shared-leadership  schemes,  with  one 
person  handling  the  artistic  side  and 
another  the  business.  But  Krainik 
pooh-poohs  such  arrangements.  "You 
do  not  run  a  team  of  four  horses  with 
tw'o  people  on  the  reins,"  the  outspo- 
ken director  says.  "It  runs  best  with 
one  person,  because  every  business  de- 
cision has  an  artistic  repercussion." 

As  a  former  singer  herself,  she  be- 
lieves she  has  a  good  feel  for  what 
compromises  to  make  vdth  the  compa- 
ny's finances.  And  she  has  an  uncanny 
ability  to  deal  with  opera's  big  egos. 
"Creativity,"  she  says,  "thrives  when  it 
is  cocooned.  You  get  the  best  out  of 
people  by  loving  them.  When  you  take 
a  child  in  your  arms  and  tell  him  you 
love  him,  he'll  do  nice  things  for  you.  If 
you  want  an  artist  to  sing  his  best,  he 
has  to  feel  loved  and  supported." 
But  she  can  be  tough,  too.  When 
Pavarotti  pulled  out  of  six 
performances  of  Tosca  be- 
cause of  an  inflamed  sciatic 

  nerve,  she  told  him 

that  he  would  never 
be  invited  back.  In 
five  seasons  at  the 
LvTic,  he  had  can- 
celled 26  of  the 
41  shows  that  he 
had  contracted  to 
sing.  Enough  was 
enough. 

The  Lyric's  bot- 
tom line?  "A  10  in 
an  artistic  perfor- 
mance. You  don't 
get  them  all  the 
time,  but  you  al- 
ways trv." 
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ANOTHER  GREAT  OFFER  FROM 
THE  EMPLOYEE-OWNERS  OF  AVIS,  INC. 

The  employee-owners  of  Avis  want 
you  to  experience  ttie  elegance  of  a 
Cadillac  Sedan  de  Ville  or  similar 
luxury-group  car  at  a  very  special 
rate.  With  SuperValue  Rates  and  fast 
service,  "We're  trying 
harder  than  ever"  to 
give  you  what  you  want 
in  a  rental  car 

The  rate  is  available 
at  participating  U.S. 
corporate  and  licensee 
locations  and  is  non- 
discountable  (rate  not 
available  in  Metro 
N.Y).  Cars  and  rate  are 


a  day  Cadillac 
Sedan  de  Ville. 
100  miles/day 
included.  30(t/m\\e  there- 
after. Optional  Collision 
Damage  Waiver  $12.95/ 
day  or  less.  Rate 
available  at  participating 
locations.  Offer  good 
through  May  21, 1990. 


subject  to  availability  and  must  be 
returned  to  renting  location. 
Blackout  periods  apply  There  is  no 
refueling  charge  if  you  return  your 
tank  full.  Renter  must  meet  Avis  age, 
driver  and  credit  requirements.  There 
is  an  extra  charge  for  additional 
drivers,  local  taxes,  optional 
Collision  Damage  Waiver,  Personal 
Accident  Insurance,  Personal  Effects 
Protection  and  Additional  Liability 
Insurance,  where  available. 

To  drive  this  elegant  bargain,  call 
Avis  at  1-800-331-1212,  or  your  travel 
consultant. 


AV/S 


We're  trying  harder  than  ever.' 


Avis  features  GM  cars.  Cadillac  Sedan  de  Ville. 

©1990  Wizard  Co  ,  Inc 


A  KNACK  FOR 
BUILDING  COALITIONS 


For  corporate  executives,  building 
a  consensus  is  one  of  those  skills 
that  is  a  nice  touch,  but  you  can 
often  live  v^ithout  it.  For  nonprofit 
managers,  consensus  is  usually  a  mat- 
ter of  life  and  death.  Perhaps  that's 
why  Gail  L.  Warden  has  become  so 
good  at  winning  the  support  of  his 
constituents. 

Warden,  51,  is  chief  executive  officer 
of  the  Henry  Ford  Health  Care  Corp., 
a  Detroit-area  network  of  nursing 
homes  and  other  health  care  facilities 
that  has  its  anchor  in  three  urban  hos- 
pitals. And  these  days,  Warden  is  ea- 
ger to  provide  more  facilities  for  peo- 
ple in  the  inner  city.  "If  we're  going  to 
live  in  the  city,  we  have  to  do  some- 
thing about  improving  its  environ- 
ment," he  insists. 

SELLING  IDEAS.  Warden  is  not  the  type 
to  go  charging  off,  however,  before 
making  sure  he's  got  everyone  from 
the  sick  to  the  surgeons  behind  him. 
He  has  proposed  an  "Urban  Initiatives 
Program"  to  confront  the  health  care 
problems  of  inner-city  residents.  The 
plan  may  include  such  innovations  as 
storefront  clinics  that  would  unclog 
emergency  rooms  and  provide  care  at 
lower  costs.  He's  been  meeting  with 
community  leaders  for  more  than  a 
year  since  proposing  the  program. 
"You  spend  a  lot  of  time  selling  your 


vorite  Hesselbein  phrase,  the  organiza- 
tion rebuffed  mounting  pressure  from 
other  groups  to  help  causes  unrelated  to 
its  basic  goal  of  developing  girls'  poten- 
tial. She  turned  down  women's  rights 
activists  who  thought  the  Girl  Scouts 
should  support  them.  She  turned  away 
charities  that  wanted  a  legion  of  door-to- 
door  canvassers.  "We  really  are  here  for 
one  reason:  to  help  a  girl  reach  her  high- 
est potential,"  she  says.  "More  than  any 
one  thing,  that  made  the  difference.  Be- 
cause when  you  are  clear  about  your 
mission,  corporate  goals  and  operating 
objectives  flow  from  it." 
MARKET  STUDIES.  In  corporate  terms, 
she  gave  the  business  more  focus.  She 
installed  a  common  planning  system  for 
350  independently  run  regional  councils 
to  plot  new  goals  and  initiatives.  She 
reorganized  tl)e  national  staff  and  intro- 
duced management  training  for  paid 
staff  and  volunteers.  Last  year,  2,235 
adult  volunteers  completed  top-level 
seminars  on  service  marketing,  financial 
planning,  property  management,  and 
other  topics.  Tens  of  thousands  of  oth- 
ers, from  volunteer  troop  leaders  to  the 


TARGETING  THE 
INNER  CITY 


ideas  to  constituents,"  he  says.  "But 
the  decisions  tend  to  stick  a  little  bet- 
ter because  people  buy  into  them." 

A  Dartmouth  College  graduate  who 
has  a  master's  degree  in  health  care 
management  from  the  University  of 
Michigan,  the  Iowa-born  Warden  has 
spent  his  entire  career  ^ 
in  the  field.  In  the  sev- 
en years  before  mov- 
ing to  Henry  Ford  in 
1988,  he  was  chief  ex- 
ecutive officer  of 
Group  Health  Cooper- 
ative of  Puget  Sound 
in  Seattle,  the  nation's 
largest  cooperative 
health  care  system. 
Before  that,  he  served 
stints   as  executive 
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Johns  Hopkins  Health  System 
Annual  budget:  $680  million 

LARRY  L  MATHIS  46 

Methodist  Hospital,  Houston 
$391  million 
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Baylor  Health  Care  System 
$463  million 

MITCHELL  T.  RABKiN  59 

Beth  Israel  Hospital,  Boston 
$257  million 

GAIL  L  WARDEN  51 

Henry  Ford  Health  Care, 
Detroit 
$1.5  billion 


vice-president  of  the  American  Hospi- 
tal Assn.  and  as  chief  operating  officer 
of  Rush-Presbyterian-St.  Luke's  Medi- 
cal Center  in  Chicago. 

What's  in  store  for  Ford?  In  devising 
a  long-term  strategy.  Warden  is  using 
demographics  and  patient  histories  to 
predict  just  how  many 
open-heart  surgeries,  am- 
bulatory-care visits,  and 
other  services  Ford 
will  need  to  provide  in  j 
the  future.  "We're  de- 
ciding how  big  we 
need  to  be  in  any  giv- 
en field  by  epidemiolo- 
gy," he  says.  But  you 
can  be  sure  he'll  get 
everyone  behind  him 
before  he  proceeds. 


executive  directors  of 
councils,  also  ran 
through  local  training 
programs. 

Like  many  corporate 
executives,  Hesselbein 
discovered  that  the  cus- 
tomers had  changed, 
but  the  Girl  Scouts 
hadn't.  Market  studies 
were  conducted  to  find 
out  how  to  attract  more  members  and 
retain  the  interests  of  teenage  girls. 
They  found,  among  other  things,  that 
more  emphasis  needed  to  be  placed 
on  the  growing  interest  of  girls  in 
science,  the  environment,  and  business, 
with  less  emphasis  on  the  more  tradi- 
tional staples,  such  as  cooking,  sewing, 
and  household  skills.  The  two  most 
popular  proficiency  badges  now  are 
"Math  Whiz"  and  "Computer  Fun"  in- 
stead of  "Good  Grooming"  and  "Hosting 
a  Party."  She  enlisted  fashion  designers 
Halston  and  Bill  Blass  to  update  a 
line  of  uniforms.  She  attached  greater 
importance  to  finding  young  role  mod- 
els, such  as  successful  women  in  busi- 


ness, as  troop  leaders. 

She  also  championed 
"equal  access"  to  the 
Girl  Scouts  for  all  girls, 
pushing  scouting  pro- 
grams into  neighbor- 
hoods where  they  had 
never  been,  publishing 
bilingual  materials,  and 
creating  model  pro- 
grams for  low-income 
areas.  Today,  15%  of  Girl  Scouts  come 
from  minority  groups,  triple  the  percent- 
age of  a  decade  ago.  Among  the  751,' 
adult  volunteers,  10%  are  minorities.  Ii 
updating  the  Girl  Scout  handbook,  she' 
directed  her  staff  to  ensure  that  every 
girl  in  the  country  should  be  able  to 
discover  her  own  likeness.  "If  I'm  a  Na- 
vajo child  on  a  reservation,  a  newly  ar- 
rived Vietnamese  child,  or  a  young  girl 
in  rural  Appalachia,  I  have  to  be  able  to 
open  that  book  and  find  myself.  That's  a 
very  powerful  message  that  'I'm  not  an 
outsider,'  that  'I  can  be  part  of  some- 
thing big.' " 

Hesselbein  keeps  that  dictum  in  mind 
when  it  comes  to  leading  her  organiza- 
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tion.  too.  Take  a  glimpse  at  her  organi- 
zation chart.  Instead  of  boxes  piled  up  in 
a  p\Tamid  to  help  define  power  and  in- 
fluence. Hesselbein  put  in  place  a  circu- 
lar management  structure  at  headquar- 
ters. She  was  the  hub  of  the  wheel-like 
chart,  and  all  other  jobs  radiated  out 
from  her.  Managers  call  it  the  "bubble 
chart."  While  largely  symbolic,  the  dif- 
ference conveys  a  message:  that  ever\-- 
one's  role  is  crucial.  "We  don't  talk 
about  moving  up  or  down,"  she  says. 
"We  move  across.  It's  how  we  liberate 
the  creative  spirits  of  people." 
TICKLISH  TASK.  The  bubble  chart  worked 
because  Hesselbein  translated  the  image 
into  realit\'.  And  her  handling  of  some 
customs  that  were  as  entrenched  as 
those  of  any  corporate  bureaucracy 
shows  why.  Some  joke  that  staff  and 
volunteers  are  so  tradition-bound  that 
they  are  "dipped  in  green,"  the  color  of 
the  Girl  Scout  uniform.  So  Hesselbein 
abandoned  the  classic  top-down  manage- 
ment system  when  she  tackled  the  prick- 
ly task  of  confronting  such  contempo- 


rary issues  as  teen  pregnancy,  drug  use. 
and  child  abuse.  Instead  of  fighting  her 
more  consen-ative  colleagues  by  pushing 
to  include  such  issues  in  the  scout  hand- 
book, she  developed  a  series  of  mono- 
graphs on  each  one.  That  permitted  the 
333  autonomous  councils  to  decide  on 
their  own  what  to  do.  Slowly,  they  came 
aboard. 

Hesselbein  has  even  shown  her  mettle 
as  a  crisis  manager.  In  1984,  headquar- 
ters began  hearing  reports  that  pins  had 
been  found  in  Girl  Scout  cookies.  As  an 
icon  of  the  organization,  the  cookie  sales 
are  the  equivalent  of  McDonald's  Coi-p.'s 
golden  arches.  Three  bakeries  are  li- 
censed by  the  national  organization  to 
chum  out  the  Thin  Mints  and  Peanut 
Butter  Patties  that  \-ield  nearly  S370  mil- 
lion in  revenues.  "For  about  10  days,  we 
were  not  sure  whether  we  would  lose 
the  cookie  sale."  says  Hesselbein. 

Mobilization  was  swift.  Senior  execu- 
tives manned  the  telephone  lines  to  give 
encouragement  and  ad\ice  to  local  coun- 
cils. Each  report  was  handled  by  a  sin- 


gle, authorized  spokesperson  in  eac 
council  area.  That  helped  u-eat  an  inc; 
dent  as  a  local  event  and  "contain"  tl' 
damage.  Within  four  days  of  the  fir: 
report.  Hesselbein  went  on  ty  news  pn 
grams  with  a  representative  of  the  Foo' 
&  Drug  Administi-ation  to  addi'ess  th 
problem.  New  packaging  was  adopte 
to  reduce  the  risk  of  tampeinng.  A  sut 
sequent  probe  by  the  Federal  Burea 
of  Investigation  found  the  episodes  t 
be  hoaxes.  Some  management  expert 
rank  Hesselbein's  handling  of  the  crisi 
with  Johnson  &  Johnson's  handling  c 
its  Tvlenol  product-tampering  crises 
1982  and  1986. 

Cookies  are  not  cai-s.  And  the  Gii 
Scouts  isn't  General  Motors.  But  smai 
management  is  a  commoditj"  in  shoi 
supply  these  days.  And  people  who  tak 
the  time  to  look  can  harvest  a  bumpe 
crop  of  wisdom  from  scores  of  unlikel 
organizations  where  success  isn't  mes 
sured  by  just  the  bottom  line. 

By  John  A.  Byrne  in  Xeic  York,  wit 
bureau  reports 


PREACH  THE  GOSPEL 
OF  GOOD  MANAGEMENT 


Franklin  A.  Thomas,  president  of 
the  Ford  Foundation,  may  well  be 
the  Johnny  Appleseed  of  good 
management  in  the  nonprofit  world.  As 
head  of  the  world's  largest  philan- 
thropic foundation,  the  Brooklyn-bom 
attorney  makes  management  skills  an 
impoitant  consideration  in  handing  out 
nearly  S2  billion  in  cash  to  cultivate 
nonprofit  activitj^  around  the  world. 

Nonprofits,  he  complains,  aren't  tak- 
en seriously  enough.  "People  think  of 
them  as  soft,  imprecise,  and  touchy- 
feely,"  he  says.  "That's 
just  malarkey.  Invari- 
ably, when  businessmen 
come  over  to  this  side, 
they  say  they  never 
imagined  it  to  be  so 
hard." 

SLASHING.  Thomas,  55, 
is  trying  to  pro\ide  an 
example  for  other  non- 
profit organizations, 
too.  When  he  took  over 
in  1979.  the  long  bear 
market  of  the  1970s  had 
already  forced  a  major 
retrenchment  that  cut 
the  foundation's  staff 
and  progi-am  budget  in 
half  from  1974  to  1979. 
The  endowment  that 
sustained  the  founda- 
tion's gift-giving  had 
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Washington,  D.C. 
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W.K.  Kellogg  Foundation, 
Battie  Creek.  Mich. 
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Northwest  .\rea  Foundation, 
St.  Paul,  Minn. 
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Ford  Foundation,  New  York 
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fallen  to  S2.3  billion  from  an  earlier 
peak  of  S4  billion  in  1964.  Thomas  initi- 
ated a  major  re\iew  of  all  programs, 
slashed  staff  levels  again,  and  brought 
expenditures  in  line  with  endowment 
earnings  so  the  foundation  would  not 
spend  itself  out  of  business. 

To  make  the  money  go  further,  he 
forged  partnerships  with  banks,  coi-po- 
rations,  and  community"  foundations  to 
support  myriad  causes,  from  combat- 
ing urban  decay  in  Puerto  Rico  to  re 
ducing  teen  pregnancy  in  the  U.  S. 
Last  year,  Thomas  gave  out  8218  mil- 
lion in  grants,  up  from  S84.6  million  in 
1979.  His  endowment,  thanks  largely 
to  stock  market  advances,  more  than 
doubled,  to  S5.6  billion. 

He  also  boldly  did 
what  few  coi-porate  CEOs 
would  ever  dare:  He  in- 
vited seven  teams  of 
prominent  outsiders  to 
review  his  operations 
and  report  directly  to 
his  board  of  tmstees. 
Theii-  mission  was  to  as- 
sess the  quality  of 
Ford-funded  programs 
and  decide  whether  the 
results  justified  the  in- 
vestments. One  panel, 
headed  by  Harold  Sha- 
pii-o.  then  president  of 
the  Univei*sity  of  Michi- 
gan, took  him  to  task 
for  the  foundation's  or- 
ganization of  grants  to 
support  kindergarten- 
to-12th-grade  progi-ams. 


1:  i-.iso  urged  an  increase  in  funds  to 
strengthen  undergraduate  teaching  in 
social  sciences.  The  process  accom- 
plished two  things:  It  kept  the  board 
more  thoroughly  informed  of  the  foun- 
dation's acti\ities,  and  it  gave  Thomas 
independent  assessments  of  his  perfor- 
mance. Not  many  corporate  CEOs 
would  risk  independent  assessments. 

The  nonprofits  Thomas  funds  have 
to  learn  to  live  with  independent  evalu- 
ations of  their  management  as  well.  If 
they  fail  to  measure  up.  he'll  dispatch  a 
consultant  to  install  a  new  budgeting 
system  or  make  other  changes.  Some 
nonprofits  may  think  that's  malarkey, 
but  Thomas  isn't  about  to  let  up. 
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THE  FEDERAL  COURTS 
HAVE  A  DRUG  PROBLEM 


Delays  caused  by  narcotics  cases  are  boosting  corporate  legal  bill: 


Jesse  E.  Clark  seems  an  unlikely  ca- 
sualty of  the  drug  war.  Clark,  the 
clerk  of  the  federal  court  in  Hous- 
ton, has  seen  firsthand  how  the  scourge 
of  narcotics  is  changing  American  life. 
But  his  is  not  a  story  of  addiction  and 
despair.  It's  more  a  tale  of  good  inten- 
tions turned  sour.  For  Clark,  the 
increased  effort  to  nail  dope  deal-  , 
ers  has  meant  one  thing:  His  s. 
court  is  in  a  crisis.  <!!s^\ 

For  all  practical  purposes,      ,  *-v 
the  routine  business  of  feder- 


biters  of  interstate  commerce  is  fadingfil 
Two  efforts  at  fixing  the  federaij 
courts  are  making  the  rounds  in  Wasm 
ington.  Senate  Judiciary  Committeii; 
Chairman  Joseph  R.  Biden  (D-Del.)  i 
pushing  legislation  that  would  fore 
judges  to  manage  their  caseloads  mor 

  aggressively.  Backed  by  the  corpc 

rate  legal  fraternity,  the  Bide 
bill  stands  a  fair  chance  of  be 
(ly    coming  law.  And  a  15-mem 
ber  Federal  Courts  Stud 
Committee,  set  up  by  Cor 
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al  courts — such  as  resolving  disputes 
among  companies,  hearing  damage 
claims  against  manufacturers,  and  try- 
ing the  cases  of  workers  who  claim  they 
were  unfairly  dismissed — is  grinding  to 
a  halt  in  the  Southern  District  of  Texas, 
as  it  is  in  other  states.  "Soon,  criminal  is 
going  to  be  the  only  show  in  town,"  says 
Clark,  administrative  officer  for  a  dis- 
trict that  is  home  to  much  of  the  nation's 
oil,  space,  and  petrochemical  industries. 

Business  is  paying  the  price.  Endless 
delays  caused  by  the  criminal  crush  and 
foot-dragging  by  counsel  in  civil  suits  is 
boosting  Corporate  America's  already 
hefty  legal  bill.  Companies  now  spend 
almost  as  much  on  outside  lawyers — 
averaging  $2.25  million  annually — as 
they  do  on  research  and  development, 
says  a  1989  Louis  Harris  &  Associates 
survey.  And  the  ability  of  the  federal 
courts  to  play  their  historical  role  as  ar- 


gress  in  1988,  will  on  Apr.  2  propose 
sweeping  structural  changes  to  the  na 
tion's  courts.  Many  of  those  change; 
would  ease  the  civil  dockets  and  coul( 
take  effect  without  legislation  (table) 
MISSED  TRIALS.  Daniel  Hedges,  for  one 
is  looking  forward  to  some  relief,  l 
partner  in  Houston's  Porter  &  Clements 
Hedges  tells  of  a  $60  million  product 
liability  suit  he  filed  in  1984  against  ai 
Ohio  industrial  designer.  As  crimina 
matters  came  up,  the  judge  bumped  fou 
trial  dates.  "Every  time,  we  had  to  ge 
all  the  witnesses  together  to  review  tb 
material,"  Hedges  says,  each  time  cost 
ing  about  $250,000.  "Finally,  the  clien 
gave  up."  In  late  1988,  the  partie: 
agreed  to  arbitration  where  Hedges'  cli 
ent  won  about  $1  million — well  belov 
the  disputed  amount  and  the  "multimil 
lions"  that  Hedges  had  envisioned. 
Civil  suits  still  outnumber  felony  case; 
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;he  federal  courts,  but  the  problem  is 
growth.  Criminal  cases  rose  59%  dur- 
the  past  decade — of  those,  drug 
es  soared  by  280'X .  Civil  cases  rose  by 
t  397'.  And  criminal  cases  go  to  the 
id  of  the  line  under  laws  to  ensure 
edy  criminal  trials.  On  average,  it 
es  criminal  cases  five  months  from 
time  of  filing  to  trial,  but  civil  cases 
e  14  months. 

)espite  the  numbers,  both  reform  ef- 
ts have  drawn  some  powerful  opposi- 
1.  Stemming  from  a  1989  joint  report 
his  Foundation  for  Change  and  the 
)okings  Institution,  the  Biden  bill 
lid  force  each  federal  court  to  devise 
edules  for  pushing  through  suits.  It 
ild  also  make  judges  set  early  pretri- 
;onferences  and  firm  trial  dates, 
lany  federal  judges  adamantly  op- 
e  the  Biden  bill.  "Every  trial  judge 
1 1  have  talked  to  is  up  in  arms  about 

says  U.  S.  District  Judge  Alexander 
rvey  II,  who  sits  in  Baltimore.  "Here, 
I  have  Congress  running  our  dock- 
"  Federal  judges  say  the  situation 
aid  improve  greatly  if  Congress  and 

White  House  created  more  judge- 


UNCIOGGING 
THE  FEDERAL  COURTS 

'  Push  all  complex,  multistate  suits, 
uch  as  the  asbestos  cases,  into  a  new 
ourt  set  up  for  that  purpose 

'  Require  all  federal  tax  suits  to  be  filed 
1 U.  S.  Tax  Court 

'  Give  the  Equal  Employment  Oppor- 
jnity  Commission  power  to  decide 
'orker  wrongful  termination  suits 

"  Shift  more  drug  cases  to  state  courts 

"  Make  judges  stick  to  strict  time  limits 
nd  set  early,  firm  trial  dates 

DATA:  FEDERAL  COURTS  STUDY  COMMIHEE, 
BROOKINGS  INSTITUTION 


3s  and  filled  the  approximately  60 
ts  on  the  bench  that  remain  empty, 
'he  judges  also  blame  the  crunch  on 
form  federal  sentencing  guidelines 
t  went  into  effect  in  1987.  With  less 
nee  to  earn  a  lighter  sentence  by  plea 
gaining,  defendants  gamble  more  on 
f  trials.  In  Houston  and  other  cities, 

U.  S.  court  records,  guilty  pleas  in 

past  two  years  have  fallen  by  more 
n  W/c — further  clogging  the  courts. 
;d  or  retired.'  For  his  part,  Biden 

stitched  together  an  impressive  co- 
ion  of  backers  for  his  Senate  bill.  The 
,1  lawyers  and  the  insurance  industry 

on  the  same  side  for  once.  Insurance 
ipany  lawyers  want  reforms  enacted 
ause  they  claim  that  when  cases  drag 
legal  costs  often  far  exceed  the  dam- 
is  they  might  have  to  pay.  "There's  a 
ception  that  we  like  delay  because  we 
,  hold  on  to  the  dollars,"  says  Ameri- 


can Insurance  Assn.  Vice-President  De- 
bra  T.  Ballen.  "But  delay  costs  money." 

Public  interest  lawyers,  without  the 
deep  pockets  that  corporate  and  govern- 
ment lawyers  enjoy,  hail  the  chance  to 
level  the  playing  field.  "If  you  litigate 
against  big  firms,  they  get  into  a  paper 
war  with  you,"  says  Charles  Stephen 
Ralston,  counsel  to  the  NAACP  Legal  De- 
fense Fund.  "The  federal  government 
can  get  away  with  a  lot  that  the  rest  of 
us  can't"  because  it  doesn't  have  clients 
eyeing  the  clock,  he  adds.  In  employ- 
ment discrimination  cases,  delays  can 
even  outlast  the  parties  bringing  them. 
"A  number  of  our  clients  have  died  or 
retired"  before  their  cases  ended,  says 
Ralston,  noting  one  against  the  Navy 
that  lasted  14  years. 
LAUNDRY  BILLS.  The  most  pressure  for 
reform  comes  from  the  corporate  legal 
community.  It  blames  the  costly  delays 
on  lawyers  in  firms  that  abuse  the  sys- 
tem and  on  lax  judges.  The  key  offense: 
overreaching  in  discovery,  the  process 
by  which  lawyers  share  facts  of  their 
cases  before  trial.  "I've  seen  requests 
for  documents  that,  in  effect,  would  in- 
clude the  chairman's  laundry  bill  or 
notes  to  his  wife,"  complains  P^rank  H. 
McFadden,  counsel  to  Blount  Inc.,  a  con- 
struction and  manufacturing  company. 

With  such  broad-based  and  bipartisan 
support — and  a  minimal  $16  million  price 
tag  to  implement — Biden's  bill  should 
easily  clear  the  Judiciary  Committee  and 
stand  a  good  chance  in  the  full  Senate 
this  session.  (A  companion  bill  is  pending 
in  the  House.)  But  it  won't  pass  without 
a  fight. 

The  Federal  Courts  Study  Committee 
has  its  own  problems.  The  powerful 
American  Bar  Assn.  opposes  any  effort 
to  narrow  access  to  the  more  esteemed 
federal  courts.  The  Justice  Dept.,  reluc- 
tant to  relinquish  control,  opposes  a  plan 
to  shuffle  more  drug  cases  into  state 
courts.  And  lawyers  who  specialize  in 
the  arcane  world  of  tax  law  are  angry 
about  a  proposal  to  make  the  U.  S.  Tax 
Court  the  only  tribunal  to  hear  tax  dis- 
putes, replacing  the  present  setup  in 
which  lawyers  can  shop  their  cases 
among  the  tax  court,  U.  S.  district 
courts,  and  the  U.  S.  Claims  Court. 

Some  legal  scholars  worry  that  the 
focus  on  civil  reform  is  misguided  with- 
out a  similar  attack  on  the  roots  of  crime 
and  the  problems  within  the  criminal  jus- 
tice system.  "Procedures  are  nice,  but 
really,  we  are  now  in  such  a  crisis  that 
we  need  more  than  tinkering,"  says 
Samuel  Dash,  a  Georgetown  University 
criminal  law  professor. 

That  isn't  likely.  With  both  political 
parties  vying  to  outdo  each  other  by  get- 
ting tough  on  drugs,  the  odds  favor 
more  laws,  more  prosecutors — and  more 
headaches  for  Jesse  Clark. 

By  Tim  Smart  in  Washington 


Think  LINC. 


When  you  need  cost  effec- 
tive, professional  building 
heating  and  air  conditioning 
system  service  that  only  a 
select  few  contractors  can 
offer,  you  need  LINC  Service® 

Your  LINC  Service®  con- 
tractor is  highly  reputable  and 
capable  of  providing  total 
system  sei-vice.  You  might  ex- 
pect that.  What  you  might  not 
expect  are  the  benefits  you 
receive  from  the  unique  capa- 
bilities that  set  LINC  Service® 
contractors  apart  from  99  %  of 
all  heating  and  air  conditioning 
service  contractor's. 

Like  being  part  of  a  large 
international  network  of  LINC 
Service®  Contractors  with 
access  to  on-going  technical 
and  management  training, 
computerized  maintenance 
planning  and  scheduhng,  con- 
tinuous operational  methods 
updates,  complete  technical 
data,  volume  purchasing 
power,  and  systematic  cost 
control. 

All  of  which  means  that,  as 
a  LINC  Service®  customer,  you 
save  time  and  money  And 
youi'  building's  heating  and  air 
conditioning  system  gets  the 
service  it  needs  to  run  reliably 
efficiently  and  affordably. 

So  put  the  odds  in  your  favor 
and  THINK  LINC®  today. 

For  the  name  of  the  LINC 
Service®  contractor  nearest 
you,  call 

800-638-2000 

(In  Maryland,  800-831-4300) 
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IS  ANOTHER  SMITH  HEADED 
FOR  THE  TOP  AT  CM? 


Jack  Smith  retooled  GM  Europe — and  may  get  the  president's  job 


SMITH'S  DIVISION  HAS  BECOME  THE  'CROWN  JEWEL'  OF  GM'S  AUTO  BUSINESS 


eeting  with  a  group  of  automo- 
itive  reporters  recently,  John  F. 
I  (Jack)  Smith  Jr.  happily  flashed 
through  a  slide  presentation  of  General 
Motors  Corp.'s  European  lineup.  There 
was  the  sleek  Calibra,  the  subcompact 
Corsa,  and  the  midsize  Senator.  Finally, 
GM's  Detroit-based  executive  vice-presi- 
dent for  international  operations  came  to 
one  of  his  favorite  models:  the  exotic, 
racy  Lotus  Esprit  Turbo  SE.  "I  tell  you," 
said  Smith  admiringly,  "that  car  will  test 
your  manhood." 

Smith,  51,  hasn't  lacked  for  tests  late- 
ly. When  he  arrived  at  GM's  European 
operations  four  years  ago,  losses  were 
piling  up.  The  overall  market  was  soft- 
ening, and  GM's  market  share  was  slip- 
ping. But  during  a  year  as  executive 
vice-president  for  passenger  cars  and 
then  15  months  as  president  of  GM-Eu- 
rope,  the  cost-cutting  manager  engi- 
neered a  dramatic  turnaround  (chart). 

The  unit's  net  rose  2.8%  last  year,  to 
$1.8  billion,  as  sales  rose  10.7%,  to  $19.7 
billion.  It  was  the  third  straight  year  of 
rising  sales  and  profitability.  GM's  North 
American  car  and  truck  business  was 
either  barely  profitable  or  losing  money 
over  the  same  period.  The  European  divi- 


sion has  become  "the  crown  jewel"  of 
the  company's  auto  business,  says  GM 
President  Robert  C.  Stempel.  Two  years 
ago,  GM  broadened  Smith's  job  to  include 
all  overseas  auto  operations. 

Around  headquarters,  it's  widely  be- 
lieved that  Stempel  will  take  over  from 
Chairman  Roger  B. 
Smith,  who  retires  in  Au- 
gust. That  leaves  the 
president's  job  open — and 
Jack  Smith,  no  relation  to 
Roger,  has  emerged  as 
one  of  the  top  contend- 
ers. Whoever  gets  the  job 
will  have  to  help  turn 
around  a  company  with 
serious  problems.  U.  S. 
passenger-car  market 
share  has  slipped  to  35% 
from  44%  in  1984.  And 
costs  at  its  North  Ameri- 
can operations  remain  higher  than  the 
competition's  costs,  even  after  slashing 
$11.5  billion  over  three  years. 
BORDER  PATROL.  It  all  sounds  rather  fa- 
miliar to  Jack  Smith.  When  he  arrived  at 
GM's  European  operations  in  February, 
1986,  losses  in  the  previous  six  years 
totaled  $2.2  billion.  At  the  largest  unit, 


GM  REBOUNDS 
IN  EUROPE 


NET  INCOME 


'86      '87  '88 
A  BILLIONS  OF  DOIURS 

DATA:  COMPANY  REPOim 


Adam  Opel  in  Germany,  costs  were 
climbing  faster  than  revenues.  Smith 
rolled  up  his  sleeves  and  jumped  in. 

His  key  personal  contribution  was  a 
drive  toward  "global  sourcing."  Since 
components  account  for  60%  of  a  car's 
cost,  he  wanted  managers  to  find  the 
best  prices  on  parts,  even  if  that  meant 
looking  beyond  their  national  borders 
This  required  breaking  down  some  xeno- 
phobic attitudes,  particularly  among 
German  engineers,  who  trusted  only 
German  suppliers.  Smith  believes  a 
strategy  to  diversify  sourcing  in  North 
America  might  reduce  the  price  of  com- 
ponents as  well. 

To  further  trim  costs  in  Europe,  Smith 
unloaded  several  money-losing  business- 
es, saving  $100  million  a  year.  He  also 
wrung  more  production  from  GM's  mod- 
ernized European  plants  while  not  pour- 
ing in  new  investment.  The  overseas 
units  earned  an  average  of  $1,219  per 
vehicle  in  1988,  according  to  consultants 
Harbour  &  Associates  of  Troy,  Mich.  By 
contrast,  GM's  North  American  profits 
were  a  meager  $47  per  vehicle.  Harbour 
figures  Ford  Motor  Co.'s  average  per- 
vehicle  profit  was  $864  for  its  overseas 
operations  and  $591  for  North  Ameria 
LAST  LAUGH.  Smith  is  known  as  an  affa- 
ble and  informal  boss.  Almost  always 
appearing  in  shirtsleeves,  he  is  less  in- 
tense than  the  sometimes  imposing 
Stempel.  In  negotiations.  Smith  is  often 
comfortable  sitting  quietly  on  the  side- 
lines. Last  December,  as  GM  and  Swe- 
den's Saab-Scania  hammered  out  a  new 
auto-building  joint  venture,  he  seemed 
"friendly  and  quite  cautious,"  recalls 
Kai  Hammerich,  Saab-Scania's  senior 
vice-president.  "He's  a  listener,"  adds 
Hammerich.  "He  watches  people." 
When  Smith  arrived  at  GM's  European 
headquarters  in  Zurich, 
he  worked  out  of  a  decid- 
edly unglamorous  office. 
The  room's  vinyl  floor 
and  low  ceiling  made  his 
voice  on  the  phone  sound 
as  if  he  were  in  an  echo 
chamber.  It  became  a  fa- 
vorite joke  at  GM-Europe, 
Says  Richard  E.  Durkin, 
Smith's  former  vice-presi- 
dent for  finange:  "You 
can  needle  him  all  the 
time,  and  he'll  take  it" 
Although  Smith  con- 
stantly challenged  everyone  to  cut  costs, 
recalls  one  insider,  "nobody  felt,  'Kerens 
someone  from  Detroit  throwing  his 
weight  around.'  "  Instead,  Smith  pushed 
units  to  come  up  with  local  solutions. 
When  plants  in  Zaragoza,  Spain,  and 
Antwerp,  Belgium,  couldn't  keep  up 
with  demand,  local  managers  and  union 
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Tree  frogs  are  not  the  color  they  appear 
to  be.  They're  actually  blue!  But  this 
color  would  make  them  look  like  sitting 
ducks  to  their  enemies.  That's  why 
they've  camouflaged  themselves  with 
their  yellow  skin  which  makes  them 
appear  green.  Maybe  this  is  how  the 
yellow  filter  was  invented! 

 Our  yellow  glass  filters  have  the 

same  effect  that  the  tree  frog's 
epidermis  has.  They  absorb  the  blue 
portion  of  the  color  spectrum,  but 
transmit  green  light  waves.  This  makes 
the  hidden  green  in  most  shades  of 
blue  visible. 

 Colored  glass  filters  come  in  a 

variety  of  over  120  colors  besides 
yellow.  They  are  manufactured  by 
adding  colorants  to  the  glass  mixture. 
Chrome,  for  instance,  colors  glass 
yellow;  cobalt  turns  it  blue.  Colored 
glass  is  then  melted  at  1,400°  C  using 
utmost  precision  to  achieve  flawless 
quality.  And  since  our  colored  glass 
filters  are  made  of  only  mineral 
components  they  will  never  fade. 

 Filters  are  useful  in  many  fields, 

such  as  photography,  to  alter  colors  or 
to  produce  special  lighting  effects.  In 
research,  they  are  used  to  measure 
color.  Many  of  these  filters  even  absorb 
invisible  light.  Utilized  as  protective  heat 
absorbing  filters  in  projectors,  they 
prevent  hot  infrared  radiation  from 
ruining  slides. 

 Colored  glass  filters  from  Schott 

Glass  Technologies  are  just  one 
example  of  Schott's  R&D  achieve- 
ments. Today's  advanced  technologies 
depend  on  special  glass  from  Schott. 

 Schott     worldwide:  50,000 

products,  50  production  facilities, 
represented  in  more  than  1 00  countries, 
with  over  $  1  billion  in  sales. 

 Schott  in  North  America:  11 

companies  employing  more  than  1,800 
people. 

 Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,  Department  B9, 
3  Odell  Plaza,  Yonkers,  NY  10701 

ra  SCHOTT 


Nobody  knows  more  about  glass. 


leaders  looked  for  ways  to  boost  output 
without  additional  capital  spending.  Both 
chose  to  run  longer  hours  but  developed 
their  own,  quite  different  systems:  Zara- 
goza  operates  three  shifts  around  the 
clock,  while  Antwerp  has  three  crews 
operating  two  10-hour  shifts  on  a  rotat- 
ing basis. 

Unlike  some  other  finance-trained  e.x- 
ecutives,  Smith  knows  when  to  look  be- 
yond the  numbers.  He  had  already  decid- 
ed to  ax  a  British  van  plant  when  he 
paid  a  quick  visit  on  a  trip  to  Britain.  He 
was  impressed:  The  plant  was  clean,  its 
workers  diligent,  and  the  vans  good.  He 
reviewed  his  numbers  and  eventually 
kept  the  plant  open  through  a  joint  ven- 
ture with  Isuzu  Motors  Ltd. 
'SICK  OF  STRUGGLING.'  Smith  Started  out 
by  working  at  a  plant  himself,  though 
not  on  the  line.  He  joined  GM'.s  Framing- 
ham  (Mass.)  assembly  plant  in  the  ac- 
counting department  right  out  of  the 
University,-  of  Massachusetts  in  1960.  He 
stayed  there  while  finishing  an  .MB.\  at 
Boston  University-.  In  1966,  he  moved  to 
G.M's  New  York-based  financial  staff  and 
began  his  ascent  up  the  corporate  lad- 
der. In  his  spare  time.  Smith  and  his 
second  wife.  Lydia,  are  avid  cross-coun- 
tn"  skiers.  He's  also  thinking  about  buy- 
ing a  boat  for  their  summer  vacations  in 
Cape  Cod.  A  sailboat?  "Xah,"  he  says 
with  a  look  of  some  disdain.  ""Power." 

Smith  downplays  his  role  in  the  Euro- 
pean turnaround.  ""It  worked  because  we 
were  struggling,  and  everyone  was  sick 
of  struggling,"  he  says.  True,  the  foun- 
dation for  a  recovery-  already  had  been 
laid.  Early  in  the  decade.  then-Opel  Chief 
Stempel  had  pushed  through  dramatic 
new-car  programs  that  eventually 
brought  G.\I  two  Car-of-theYear  awards 
from  European  journalists.  Clifford  J. 
Vaughn,  now  head  of  gm's  Truck  &  Bus 
Group,  had  expanded  the  production 
base,  including  the  key  Zaragoza  plant 
that  allowed  an  attack  on  the  small-car 
segment.  But  the  business  was  still 
gushing  red  ink  when  Smith  amved. 

Smith  is  no  shoo-in  for  the  president's 
job.  William  E.  Hoglund,  .5.5,  who  heads 
gm's  vast  and  rapidly  improving  compo- 
nents operations,  also  is  considered  a  top 
contender.  Like  Smith.  Hoglund  was 
trained  in  finance  but  has  shown  consid- 
erable skill  in  operations  posts.  When 
Automotive  Industries  magazine  re- 
cently asked  its  readers  whom  they 
would  favor  for  the  president's  chair, 
Hoglund  topped  the  list.  But  Smith's 
name  wasn't  even  on  the  ballot,  which 
included  only  e.xecutives  from  domestic 
operations.  With  Smith's  international 
units  churning  out  consistently  big  prof- 
its, he  can  be  sure  gm's  board  members 
won't  leave  him  off  their  list. 

By  James  B.  Treece  in  Detroit,  uith  John 
Tt  mplernan  in  Bonn  and  Jonathan  Kap- 
steiyi  in  Brussels 
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FRED  GOLDBERG  AND  HIS 
MISSION  IMPROBABLE 

The  new  boss  wants  to  'simplify"  the  IRS.  That'll  be  complicated 


F 


ired  T.  Goldberg  Jr.  could  use  a  lit- 
Itle  relief.  As  Commissioner  of  In- 
ternal Revenue,  he  is  under  attack 
from  all  sides.  Congress  is  complaining 
that  his  agency  has  failed  to  collect  bil- 
lions owed  to  the  government.  The  Inter- 
nal Revenue  Sen'ice  is  getting  a  lot  of 
bad  publicity  from  a  new  book,  A  Law 
Unto  Itself  h\  David  Burnham  (BW— 
Feb.  1"2).  that  accuses  the  agency  of  ha- 


GOLDBERG  ALSO  AIMS  TO  UPGRADE  CREAKY  IRS 


rassing  citizens.  The  IPi.-'s  political  sup- 
port is  at  a  low  ebb,  its  computers  are 
creaking,  and  its  staff  is  demoralized. 

So  you'd  think  that  after  nine  months 
on  the  job,  Goldberg  might  be  ready  to 
return  to  his  surely  more  lucrative  em- 
ployment as  a  partner  at  Skadden,  Arps, 
Slate,  Meagher  &  Flom.  Not  on  your 
life.  'T  really  love  this  job,"  exclaims 
Goldberg,  47,  jumping  up  from  his  chair. 
""The  big  challenge  of  the  coming  decade 
is  finding  ways  to  make  the  tax  system 
workable  for  the  American  public." 


It's  a  noble — and  ambitious — visio^:3i 
For  years,  policymakers  have  promise 
to  simplify  the  system,  all  the  while  ad 
ing  new  intricacies.  Now.  Goldberg  saj 
he's  ready  to  tiy  his  hand  at  streamlL  ^in 
ing.  The  veteran  tax  attorney,  whos 
credentials  include  an  earlier  stint  as  11  ltgri 
chief  counsel,  will  be  up  against  sort 
determined  opposition.  But  he  says  he  aaje 
willing  to  take  on  both  Congi-ess  and  th  [r 
lf;.s  bureaucracy. 
'ROUGH  JUSTICE.'  His  r< 
alism  gives  him  a  shot 
succeeding  where  othe 
have   failed.   For  on 
thing,  the  Yale  Univers 
ty-trained  lawyer  is  pr 
pared  to  discard  as  hop' 
less    the    goal  of 
jierfectly  fair  tax  cod 
Instead,  he'll  settle 
what  he  calls  "rough  ju 
tice."  He's  in  favor 
abandoning  the  effort 
write  rules  that  cover  e 
ery  conceivable  circur 
stance.  Instead,  he'll  ai: 
for  fewer  and  broadi 
rules.  ""Where  we  get 
trouble  is  when  we  try 
kill  a  fly  with  a  nucle 
bomb."  he  says. 

A  simple  example:  F( 
years.  IRS  rules  on  the  d 
ductibility  of  expense 
for  business  use  of  a  a 
were  carefully  calibrate 
to  reflect  costs.  The  fir 
15.000  miles  were  su 
posed  to  cover  all  fixe 
costs.  After  that,  dedu 
tions  dropped  to  a  lowi 


per-mile  rate  to  cover  out-of-pocket  e 
penses.  While  the  system  was  fair, 
was  a  bookkeeping  headache.  The  ne 
rule:  26c  a  mile,  period. 

But  simplifying  the  system  is  hard 
Goldberg's  only  challenge.  The  IRS 
computer  system  is  staggering  und< 
the  volume  of  filings  required  from  ta 
payers,  banks,  employers,  and  virtual 
everyone  else  who  handles  money.  Tl 
staff  is  overwhelmed,  and  many  co 
gressional  analysts  think  the  service 
S6.1  billion  annual  budget  is  pitifully  i 
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equate.  The  iRS  also  for  years  has 
en  backed  way  up  in  writing  rules  to 
ide  taxpayers.  And  Congress  grum- 
es that  the  service  is  often  unable  to 
swer  taxpayers'  most  basic  questions. 
Soldberg,  an  opera  and  baseball  buff 
lom  one  former  colleague  affectionate- 
calls  a  "bearded  maniac,"  believes 
it  demystifying  tax  rules  is  crucial. 
S.  tax  collection,  he  notes,  is  based  on 
luntary  compliance:  "If  people  lose 
th,  how  will  you  get  it  back?" 
Simplicity,  of  course,  is  more  easily 
I'ocated  than  achieved.  In  1984,  then- 
9asury  Secretary  Donald  T.  Regan 
)mised  that  tax  reform  would  yield  a 
;tem  so  simple  that  most  Americans 
jld  file  their  returns  on  postcards.  By 
!  time  the  Treasury  Dept.  and  Con- 
3SS  were  done,  however,  the  system 
,s  more  convoluted  than  ever. 
>LY  GRAIL.'  For  example,  the  original 
sasury  proposal  would  have  wiped  out 
iuctions  for  interest  and  some  other 
ngs.  It  also  prohibited  most  tax-shel- 
'  partnerships.  But  both  the  Reagan 
iministration  and  Congress  backed 
ay  from  radical  steps  and  substituted 
confusing  alternative  minimum  tax 
i  puzzling  restrictions  on  "passive  in- 
itment  losses."  Says  David  A.  Beren- 
1  of  the  accounting  firm  Ernst  & 
ung:  "Simplification  has  become  like 
!  Holy  Grail,  and  you  know  how  suc- 
;sful  people  were  in  finding  that." 
joldberg's  crusade  for  simplicity 
lid  benefit  from  good  political  timing, 
luse  Ways  &  Means  Committee  Chair- 
in  Dan  Rostenkowski  (D-Ill.)  has  made 
iplification  a  priority  and  has  asked 
L  experts  for  suggestions  to  make  the 
V  easier  to  live  with.  Nearly  every  tax 
lasure  introduced  lately  promises  sim- 
fication  as  one  of  its  goals.  "For  the 
3t  time  in  years,  taxpayers'  concerns 
Dut  simplification  are  being  heard," 
y^s  Gillian  M.  Spooner,  a  tax  partner  at 
MG  Peat  Marwick. 

aoldberg  also  is  prodding  tax  writers 
give  more  thought  to  how  their  deci- 
ns  affect  the  day-to-day  life  of  citi- 
is  and  the  iRS.  He  has  a  powerful  ally 
longtime  friend  Kenneth  W.  Gideon, 
sistant  Treasury  Secretary  for  tax 
licy.  Goldberg  has  succeeded  in  win- 
ig  a  role  for  the  iRS  in  the  early 
Lges  of  tax  writing.  The  agency  is  al- 
idy  designing  sample  forms  for  Presi- 
nt  Bush's  family-savings-account  and 
aital-gains  plans.  "Economic  and  social 
licy  should  drive  tax  law,"  Goldberg 
^s.  "But  do  it  simple." 
Goldberg  is  doing  what  he  can  to  sim- 
fy  tax  rules  by  administrative  action, 
e  zeal  with  which  he  is  attacking  the 
>k  is  fueled  by  his  own  aversion  to 
perwork.  Colleagues  say  that  at  Skad- 
n  Arps  he  grumbled  constantly  about 
eping  records  of  his  billable  hours. 
In  the  short  run,  Goldberg's  regula- 


tion-busting has  damaged  already  frag- 
ile morale  at  the  IRS.  He  has  tried  to 
buck  up  the  staff  by  having  top  aides 
dole  out  "Simplify"  buttons  to  award 
employees  for  good  work.  And  he  hu- 
morously offers  a  weekly  "dead  cat 
award"  to  staffers  willing  to  bring  un- 
pleasant situations  to  his  attention.  Still, 
many  IRS  workers  resent  Goldberg's  ef- 
forts to  change  the  agency's  culture. 

Goldberg  knows  streamlining  the  code 
alone  won't  turn  the  IRS  around,  and  he 
has  big  plans  to  upgrade  the  agency's 
computers.  But  even  he  acknowledges 
the  project  will  take  years.  The  daUi  pro- 
cessing problem  is  one  reason  the  IRS 
has  been  unable  to  collect  $62  billion  it 
claims  taxpayers  owe. 

Similarly,  Goldberg  will  have  his 


hands  full  trying  to  improve  the  quality 
of  his  high-visibility  taxpayer-assistance 
staff  (box).  And  without  a  bigger  bud- 
get, he  won't  be  able  to  step  up  audits 
designed  to  assure  compliance.  Last 
year,  1%  of  all  individual  returns  were 
audited,  down  from  27"  in  1979. 

Can  Goldberg  succeed  where  genera- 
tions of  tax  collectors  have  failed?  He 
clearly  can  bring  some  change  through 
administrative  reforms.  But  his  simplifi- 
cation drive  could  run  head-on  into  Con- 
gress' desire  to  squeeze  a  few  more 
bucks  out  of  Americans  without  seeming 
to  raise  taxes.  Says  a  sympathetic  veter- 
an of  the  tax  wars,  former  Treasury 
official  Dana  Trier:  "Good  luck,  Fred." 

By  Catherine  Yang  and  Howard  Gleck- 
maii  in  Waahinqton 


lOST  IN  THE  LABYRINTH 
OF  THE  IRS 


I 


All  I  did  was  put  aside  a  few 
dollars  in  a  tax-deferred  sav- 
ings account,  just  as  George 
Bush  says  I  should.  But  the  Internal 
Revenue  Service  almost  makes  me 
wish  I  hadn't. 

In  1987,  when  I  was  self-employed,  I 
set  up  a  Simplified  Employee  Plan, 
which  resembles  an  ordinary  Individual 
Retirement  Account.  All  I  had  to  do 
was  report  my  SEP  contribution  on  my 
1040,  just  like  any  other  IR.A.. 
SILLY  MISTAKES.  Last  Nov.  13,  an  IRS 
computer  in  Bensalem,  Pa.,  sent  out 
the  grim  news:  "We  have  not  received 
your  Form  5500C/R 
annual  return /report 
for  the  plan  year  end- 
ing December,  1987." 

What's  Form 
5.500C/R?  Well,  it's  a 
four-page  job  that 
asks  87  separate  ques- 
tions. It  wants  to 
know  if  my  plan  satis- 
fied "the  percentage 
test  of  Code  section 
410(b)(1)(A)."  It  wants 
my  employer  identification  number, 
business  code  number,  administrator's 
employer  identification  number,  and 
even  my  CUSIP  securities  I.  D.  number. 

Just  one  of  those  silly  mistakes, 
thought  I,  easily  rectified  by  a  note  to 
the  IRS  reminding  them  that  none  of 
this  was  required  for  my  humble  SEP. 

On  Dec.  21,  I  received  a  reply  from 
Patricia  Ryer,  the  chief  of  the  agency's 
taxpayer-assistance  section  in  Philadel- 
phia. Ms.  Ryer  (or,  more  likely,  a  com- 
puter masquerading  as  Ms.  Ryer)  po- 
litely explained  that  "many  sponsors 
and  administrators  do  not  understand 


imagined  her 
rummaging 
through  billions  of 
returns  looking  for 
my  Form  5500 


the  filing  requirements  for  the  Form 
5500  Series."  Worse,  she  was  unable  to 
locate  my  return.  I  imagined  Ms.  Ryer 
rummaging  through  billions  of  returns 
looking  for  my  nonexistent  Form  5500. 

My  next  stop  was  Ms.  Anderson  of 
the  taxpayer-services  technical  staff  in 
Baltimore.  Like  most  IRS  employees, 
she  appears  to  lack  a  first  name.  De- 
spite that  handicap,  she  was  very  nice 
and  confirmed  that  I  was  in  fact  not 
required  to  file  a  Form  5500  for  my 
puny  SEP.  She  sent  me  to  Ms.  Powell, 
who  promised  to  ship  the  matter  to  the 
problem-resolutions  people.  All  would 
be  fixed  within  10 
days,  she  assured  me. 

But  the  Beast  of 
Bensalem  wasn't  fin- 
ished. "We  still  have 
not  received  your 
Form  5500,"  the  IRS 
computer  scolded  on 
Feb.  19.  That  sent  me 
back  to  the  phones. 
After  10  busy  signals, 
I  finally  reached  Mr. 
Morris.  No  help  there. 
After  a  testy  exchange,  he  hung  up. 

On  my  next  try,  I  got  Mr.  Collran, 
who  announced  that  I  had  no  right 
even  to  take  my  SEP  deduction.  If  I 
didn't  like  that  interpretation,  he  said,  I 
could  hire  an  accountant.  His  supervi- 
sor? Not  a  chance.  Too  busy.  Couldn't 
get  back  to  me  for  at  least  two  days. 

Eventually,  I  found  my  way  back  to 
Ms.  Anderson.  Then,  it  was  off  to  Mr. 
O'Brien  of  the  problem-resolutions 
staff.  And,  lo  and  behold,  on  Mar.  12,  I 
got  a  letter  saying  I  was  off  the  hook. 
I  wonder  if  it  was  sent  by  mistake. 
By  Howard  Gleckman  in  Washington 
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FOREIGN  EXCHANGE  I 


ONLY  HIGHER  RATES 

CAN  HALT  THE  YEN'S  BIG  SLIDE 


But  Kaifu's  weak  goveniment  audbickering  with  the  central  baiik  are  stalling  the  inevitable  move 


For  years  Japan  ex- 
horted the  U.  S.  to 
make  some  tough 
economic  choices.  Now 
the  Japanese  are  having 
to  make  a  few  tough 
moves  of  their  own,  aiT! 
they're  stalling. 

Inflationary  pressures 
are  rising,  but  interest 
rates  aren't  keeping 
pace.  That's  because  an 
earlier  tightening 
sparked  tension  between 
economic  ministries  in 
Japan  and  dealt  a  body 
blow  to  the  Tokyo  stock 
market.  So  the  foreign 
exchange  markets  have 
been  driving  the  yen 
down,  and  even  $10  bil- 
lion worth  of  interven- 
tion by  the  Bank  of  Ja- 
pan in  the  two  weeks  beginning  Feb.  26 
has  failed  to  stem  the  tide. 

For  the  U.  S.,  the  dollar's  new 
strength  against  the  yen  and  its  recent 
gains  against  the  West  German  mark 
don't  yet  threaten  to  worsen  trade  im- 
balances. But  the  pressure  is  building  on 
Japanese  officials  to  listen  to  the  mar- 
kets and  raise  rates.  Indeed,  exchange 
and  interest-rate  policies  are  likely  to  be 
the  prime  topics  of  discussion  when  offi- 
cials from  the  Group  of  Seven  industrial 
nations  meet  in  Paris  on  Apr.  7. 
TENUOUS  GRIP.  The  yen  has  lost  67^  of  its 
value  against  the  greenback  since  the 
start  of  the  year.  One  of  the  least  noted 
but  most  important  causes  is  the  surge 
in  Japane.^e  investment,  which  ha.  creat- 
ed demand  for  dollars.  To  build  new 
plants  and  buy  up  assets  abroad,  the 
Japanese  spent  an  estimated  $26  billion 
last  year,  up  21'a  from  1988.  "Overseas 
direct  investment  has  become  a  major 
force  in  the  currency  Ui  irkets,"  says 
Hiroshi  Uchida.  head  of  re.-earch  at  CS 
First  Boston  (Japan)  Ltd.,  who  warns 
this  factor  will  drive  the  yen  down  still 
further  longer-term. 

Other,  more  immediate,  concerns  con- 
tinue to  dog  the  yen.  Investors  have  lost 


More  important  to  fo: 
eign  exchange  trader: 
however,  is  a  feud  b 
tween  the  Bank  of  Japa| 
and  the  Finance  Minist 
that  has  prevented  tl 
hike  in  interest  rate; 
Bank  Governor  Yasus 
Mieno,  a  career  centr; 
banker,  took  the  reins  i| 
December  and  prompti 
raised  the  discount  ra 
0.75  of  a  percentag 
point  to  4.25%,  in  part  t 


confidence  in  the  ability  of  Prime  Mini.-- 
ter  Toshiki  Kaifu's  new  government  to 
deal  with  Japan's  growing  economic  dif- 
ficulties— from  rising  inflation  to  fast- 
approaching  deadlines  on  trade  talks 
with  the  U.  S.  National  elections  last 
month  failed  to  halt  the  battles  within 
the  ruling  Liberal  Democratic  Party,  and 
Kaifu  has  only  a  tenuous  grip  on  power. 


THE  DOLLAR  SCORES 
BIG  AGAINST  THE  YEN 


FEB,  23 

DAT/l  BRIDGE  IKfORMATION  SYSTEMS  IHC 


MAR,  14 


demonstrate  his  indepei  ■■^'^i^ 
dence  from  the  Financ 
Ministrj'  mandarins.  Bu  "-i 
the  bickering  that  ei 
sued  so  rattled  the  maif -'iia 
kets  that  Mieno  delaye 
further  moves. 
OVERHEATING?  Rathe 
than  directly  head  off  ir#  -3g  I 
ith  higher  rates,  the  Bank 
Japan  has  sold  dollars  to  prop  up  th 
yen,  using  up  IT/c  of  its  foreign  e? 
change  reserves  since  Jan.  1.  The  U.  S  slisrl 
has  been  in  the  market,  too.  "The  Japj  'iiiy.  [ 
nese  want  to  intervene,  so  v/e  hel 
them,"  says  a  U.  S.  official.  All  this  ha 
been  to  no  avail.  "The  central  bank  can' 
direct  the  flow  of  currency  rate 
through  interv^ention,"  says  YoshitosI 
Shobu,  chief  financial  economist  at  Ir 
dustrial  Bank  of  Japan. 

So  higher  rates  are  inevitable.  Wit 
Japan's  economy  expected  to  keep  grow 
ing  at  nearly  annually,  overheating  i 
a  real  danger.  Economists  believe  tha 
prices  in  Japan  will  rise  2%  this  year,  u 
from  l.T'  last  year.  For  now,  market 
are  hoping  for  a  discount-rate  hike  of  a 
least  0.75  of  a  percentage  point — a 
though  a  full  point  would  be  more  desii 
able.  "The  Bank  of  Japan  has  boxed  i1  :  aes: 
self  in  by  procrastinating — now  it  mus  i( 
make  a  bold  move,"  says  David  P.  Pik€ 
head  of  research  at  UBS  Phillips  &  Dre\ 
International  in  Tokyo. 

The  yen  is  not  the  only  powerhous 
currency  to  take  a  dive  against  the  do' 
lar  in  recent  weeks.  The  mark,  too,  ha 
retreated,  with  the  dollar  now  buyin; 
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marks,  up  from  1.66  marks  in  early 
iruary.  Driving  the  decline  is  a  case 
lerves  over  the  rush  toward  German 
nification,  which  at  first  blush 
[Tied  to  promise  only  economic  bless- 
;.  Now,  the  monetary  details  of  re- 
■ication  threaten  the  inflation  outlook 
iermany  as  well.  The  government  of 
.ncellor  Helmut  Kohl  has  promised  to 
^^ert  East  German  savings  at  the  rate 


of  one  mark  per  East  German  ostmark. 
Unless  the  offer  is  capped.  West  Germa- 
ny will  have  to  pay  $90  billion — a  167^ 
increase  in  its  money  supply — to  add 
only  about  10%  to  its  economic  output. 
That  could  push  inflation  up  half  a  per- 
centage point,  to  3.5%,  this  year. 

So  the  Germans,  too,  have  been  inter- 
vening on  foreign  exchange  markets. 
But  given  Germany's  already  strong 


surplus,  "a  weakening  of  the  mark  is 
out  of  line  with  the  fundamentals,"  ar- 
gues a  source  close  to  the  central  bank. 
Perhaps.  But  there's  little  doubt,  as 
weeks  of  futile  intervention  testify,  that 
the  yen's  decline  has  a  great  deal  to  do 
with  fundamentals. 

By  Mike  McNamee  in  Washington  and 
Ted  Holden  in  Tokyo,  with  John  Temple- 
ma  yi  in  Bonn 


KETS  &  INVESTMENTS! 


fALL  STREET  IS  RUNNING 
N  A  HIGH-OCTANE  DOLLAR 


the  rising  currency  pushes  up  stocks,  investors  ask:  Can  it  last? 


105 


100 


■rom  New  York  to  Tokyo  and  al- 
Bmost  everywhere  in  between,  equi- 
ty investors  have  been  taking  their 
ps  since  the  year  began.  The  hemor- 
2;ing  of  Japanese  stocks  has  wors- 
and  British  stock  prices  continue 
ade.  But  lately.  Wall  Street  has  been 
»ying  a  resurgence  (chart).  From  Feb. 
:hrough  Mar.  14,  the  Dow  Jones  in- 
trial  average  gained  110  points,  to 
I — adding  back  about  half  the  loss 
istered  so  far  this  year.  Some  bold 
■ket  analysts  are  talking  about  an  as- 
It  on  the  2810  high 
on  Jan.  2. 

/all  Street  has  been 
ibing  because  the 
ar  all  of  a  sudden 
become  a  hot  piece 
paper.  On  Feb.  19, 
dollar  began  its  lat- 
rally,  moving  from 
Japanese  yen  to  the 
ar  to  its  current  152, 
,6%  gain.  Later  that 
ik,  the  Dow  hit  a 
;om  of  2564,  and  it 
been  rising  along 
1  the  greenback  ever 
:e.  That's  also  when 
pullback  in  the  Jap- 
se  stocks  turned  in- 
i  rout. 

Our  experience  of 

last  few  years  tells 
fo\x  don't  bet  against 

equity  market  of  a  country  with  a 
mg  currency,"  says  Barton  M.  Biggs, 
;f  investment  strategist  for  Morgan 
nley  &  Co.  Indeed,  when  the  yen  was 
I  of  currencies,  the  Japanese  stock 
'ket  was  unassailable. 
INING  COMBINATION.  A  Strong  curren- 
:an  help  along  stock  prices  in  several 
y^s.  It  makes  assets  denominated  in 
t  currency  more  attractive  to  foreign- 
,  It  tempers  inflation  by  lowering  the 


cost  of  imported  goods.  And  it  dampens 
pressure  for  higher  interest  rates.  So 
while  U.  S.  interest  rates  have  gone  up, 
the  increases  have  been  far  less  than  in 
West  Germany  and  Japan. 

Add  the  strong  dollar  to  some  other 
favorable  fundamentals  and  you  see 
why  the  market  has  defied  the  conven- 
tional dreary  forecast.  Recent  reports  on 
employment  and  retail  sales  indicate  the 
economy  is  picking  up,  brightening  the 
earnings  outlook.  Energy  prices  are  slip- 
ping, and  gold  is  in  retreat. 


WALL  STREET  OUTSHINES 
TOKYO  AND  LONDON 
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U.S  DOW  JONES  INDUSTRIAL  AVERAGE 
JAPAN  NIKKEI  STOCK  AVERAGE 
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And  that's  not  all.  Mutual-fund  cash, 
for  instance,  is  at  11.5%  of  assets,  a  level 
seen  only  twice  in  nearly  30  years,  in 
1974  and  1982,  when  the  market  was 
bottoming  out.  And  investor  sentiment  is 
bearish — always  a  bullish  sign.  "There 
are  strategists  talking  about  a  2300 
Dow,"  notes  Heikko  H.  Thieme,  a  con- 
sultant on  U.  S.  investment  strategy  to 
Deutsche  Bank  Capital  Corp.,  who  pre- 
dicts the  Dow  will  hit  3,000  in  1990. 


But  to  embrace  Thieme's  forecast 
takes  a  leap  of  faith  that  most  investors 
and  market  analysts  aren't  ready  to 
make.  Sure,  the  dollar  has  driven  the 
Dow  so  fast  that  it  even  has  outpaced 
the  West  German  stock  market,  which  is 
giddy  from  anticipation  of  profits  to  be 
made  from  the  coming  unification  with 
East  Germany.  But,  they  say,  the  dol- 
lar's effect  may  soon  wear  thin.  For  one 
thing,  technical  analysts  are  wary  of  a 
market  advancing  without  a  pickup  in 
trading  volume,  which  has  lightened  as 
the  rally  advanced.  "Over  the  last  35 
years,  there  has  been  no  sustained  rally 
without  rising  volume,"  warns  Joseph 
Barthel  of  Hopper  Soliday  &  Co.  And 
Gail  Dudack  of  S.  G.  Warburg  &  Co. 
complains  not  enough  stocks  are  partici- 
pating in  the  rally:  "I'd  like  to  see  some 
180  million-to-200  million  share  days  with 
909^  of  the  stocks  advancing." 

Other  analysts  warn  that  with  rising 
interest  rates  and  sick  corporate  profits, 
it  is  difficult  to  make  a  case  for  a  big 
upward  move.  So,  look- 
ing ahead  and  compar- 
ing U.  S.  stocks  with 
those  in  other  markets, 
some  global  investors 
say  Europe  is  looking 
better.  "The  European 
economies  are  going  to 
grow  faster  than  ours, 
and  so  will  their  corpo- 
rate profits,"  says  Da- 
vid Mannheim,  a  global 
investment  manager  at 
Massachusetts  Finan- 
cial Services  Co. 

WAITING  GAMES.  If  the 

market  remains  strong, 
it  could  still  run  into 
trouble  in  April,  when 
first-quarter  profit  re- 
ports roll  in.  "Though 
the  economy  is  stron- 
ger, profit  margins  are 
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MAR.  14 
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suffering,"  says  Charles  I.  Clough  Jr. 
an  investment  strategist  with  Merrill 
Lynch  &  Co.  "Companies  find  it  difficult 
to  pass  along  increases  in  wages  and 
benefits." 

Still,  a  sturdy  currency  gives  investors 
the  fortitude  to  hang  in  and  wait  for  the 
fundamentals  to  improve.  Says  Rao  Cha- 
lasani  of  Prescott,  Ball  &  Turben  Inc.: 
"The  dollar  buys  the  market  some  time." 
By  Jeffrey  M.  Ladennan  in  Neiv  York 
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MARKETS  &  INVESTMENTS! 


JUNK  IS  RIPPING 

INTO  COMMERCIAL  PAPER 


Defaults  have  monev-market  funds  leer\-  of  riskier  issues 


Something  nev,-  happened  to  uvo 
money-market  funds  last  year: 
They  lost  money.  It  happened  \'ery 
quietly,  in  June,  after  Integi*ated  Re- 
sources defaulted  on  its  commercial  pa- 
per, leaving  Value  Line  Cash  Fund  and 
Liquid  Green  Ti"ust  holding  the  bag.  The 
parent  companies  of  the  m-o  funds  im- 
mediately rushed  to  make  up  any  losses 
and  leave  dividends  intact.  But  fi-om  a 
practical  standpoint,  the  rescues  were 
hardly  optional.  A  money  fund  that 
shows  a  loss  "might  as  ]  


companies,  some  of  which  are  already 
can-jing  crashing  interest  pajTnents, 
w\\]  have  to  offer  even  higher  interest 
rates  to  attract  buyers  to  their  paper. 

In  earlier  days.  \Trtually  every  piece 
of  commercial  paper  was  issued  by  com- 
panies with  low  debt  ratios  and  other 
characteristics  needed  to  qualify  for  the 
two  top  investment  grades — Al  and  A2 
from  Standard  &  Poor's  Corp.  or  PI  and 
P2  from  Moody's  Investors  Senice. 

Some  95"'  of  commercial  paper  still 


well  lock  up  its  doors 
and  go  home."'  says 
Kenneth  Gerstein.  a 
mutual-fund  lawyer 
with  Gordon.  Hurwitz 
Butowsky. 

Are  these  troubles  an 
early  warning  signal?  If 
so.  investors  and  corpo- 
rate borrowers  alike 
will  have  to  brace  them- 
selves. For  investors 
with  S385  billion  in  mon- 
ey-market funds,  a  few 
more  shocks  similar  to 
Value  Line's  and  Liquid 
Green's  could  force 
them  to  reconsider  their 
long-held  belief  that  the 
funds  are  as  safe  as 
any  bank  account  de 
spite  the  funds'  lack  of 
federal  insurance  (box. 
page  86).  Fortunately 
for  investors,  the  stumble  of  the  two 
funds  "has  had  a  sobering  effect  on 
money  managers  and  their  directors." 
says  Kathiyn  B.  McGrath.  dii-ector  of 
investment  management  at  the  Securi- 
tie.?  \-  Exchange  Com.mission. 
COLD  SHOULDER.  The  cuiTent  mood  is 
pro\"ing  costly,  however,  to  hundreds  of 
corporations  that  issue  commercial  pa- 
per— short-term  lOUs  that  comprise  half 
of  all  money  funds'  assets.  While  the 
vast  bulk  of  the  commercial-paper  mar- 
ket is  e.xtremely  safe  and  liquid,  risks 
have  crept  in  around  the  edges,  as  illus- 
trated by  the  default  of  Integi-ated  and  a 
handful  of  others  last  year  (table).  Those 
failures  have  made  the  funds  cooler  to- 
ward many  corporate  issuers,  paitieular- 
ly  those  with  lower  credit  ratings.  These 
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carries  such  ratings.  But  in  the  past  few 
years.  Drexel  Bumham  Lambert  Inc.  led 
the  way  in  developing  a  market  for 
"junk"  commercial  paper,  which  is  either 
rated  "not  prime"  or  not  rated  at  all 
(chan).  The  new  breed  of  not-prime  com- 
panies included  Drexel  itself,  as  well  as 
many  of  its  clients,  such  as  New  Jersey 
homebuilder  K.  HoMianian  and  T.  Boone 
Pickens  Jr.'s  Mesa  Limited  Paitnership. 

Junk  paper  found  a  ready  reception  in 
the  booming  comimercial-paper  market. 
S:r  :  r^and  from  money  funds,  pen- 
si  trust  accounts,  mutual 
funas.  coi-porations.  and  other  institu- 
tional investors  ballooned  the  size  of  the 
market  to  S540  bOlion  this  year  from 
S125  billion  in  1980.  Since  commercial  pa- 
per i.-;  a  short-tenn  lOU.  investors  didn't 


think  they  had  to  wony  too  much  a 
a  gradual  deterioration  in  a  borrowe 
financial  position,  as  stock  and  bond 
vestors  do. 

Until  last  year,  two  decades'  worth 
commercial-paper  issuance  were  m; 
only  by  the  major  defaults  of  Penn 
tral  Corp.  in  1970  and  Man\ille  Corp. 
1982.  But  in  1989.  the  pace  accelera' 
with  Wang  Laboratories,  Lomas  Fi 
cial.  Integi-ated  Resources,  and  Dre: 
Bumham  defaulting  on  their  paper, 
but  Integrated — which  was  A2  until 
default — had  been  demoted  to 
prime"  months  before  failing. 
INSATIABLE  DEMAND.  But  in  comparisl 
v.itn  the  junk-bond  market,  whi[ 
dropped  sharply  last  year  as  a  slew 
big  leveraged  buyouts  faltered,  the  coi 
mercial-paper  market's  adjustment  to 
faults  has  been  less  severe.  Borrowi 
with  a  P2  rating  have  long  paid  \irtua' 
the  same  interest  rate  as  Pl-rated 
rowere.  But  the  current  S.Zo'vc  rate  on 
-\  paper  is  about  t 
tenths  of  a  percenta, 
point  higher  than  PI 
One  reason  the  reacti- 
has  not  been  more  drs 
i  tic  is  because  investo 
I  don't  believe  the  dang 
I  is  widespread.  "Mo 
believe  that  the  pre 
lems  of  Integrated  a 
j  Drexel  represented  t 
'  usual  circumstances 
j  says  Jack  A.  Vogel, 
!  senior  \ice-president 
Fitch  Investoi-s  Senic 
Another  reason  t 
commercial-paper  mj 
ket  hasn't  collapsed 
that  demand  for  sal 
short-term  investmen 
is  just  too  strong.  Ca 
flowing  into  mone 
market  funds  alone  h' 
amounted  to  S73  billi( 

  since  last  June. 

Nevertheless,  last  year's  defaul 
"raised  a  specter  of  concern  that  ti 
market  doesn't  need,"  says  Jack  Curti 
a  partner  at  Goldman  Sachs  &  Co.  "R 
pajTnent  of  principal  has  to  be  a  given 
In  short,  a  downgrading  by  Moody's 
S&P  can  be  like  yelling  "fire"  in  a  crow 
ed  theater.  Witness  a  recent  study  1 
Moody's.  It  found  that  dropping  a  coi 
pany  from  P2  to  P3  caused,  on  averag 
some  68-'c  of  that  company's  commercif 
paper  investors  to  sell  out  or  redee 
their  investments.  Just  such  a  "flight} 
reaction  cut  Drexel  out  of  the  market- 
fatally,  it  turned  out — except  for  coi 
mercial  paper  the  fuTn  sold  in  Europe 
Another  concern  for  commercial-pap 
investors  should  be  the  quaht}-  of  bai 
"backup''  lines  of  credit,  says  Donald  '. 


FINA 


If  managing  local  afeirs 
from  afer  worked,  there  m^t 
still  be  a  Britisn  Empire. 


King  George  III  and  a 
few  of  his  royal  descendants 
would  probably  agree,  some 
things  just  can't  be  run  from 
a  distance.  A  lesson  from  the 
history  books  that  applies  to 
working  with  provider  net- 
works in  any  multistate 
managed  care  program. 


rfif  last  l}nng  vou  need  is  to  put  down  an 
employee  molt  ovtr  a  provider  Mt'tvvo?  )i  that'i 
here  today  hut  i;(imc  tomorrow 

Because  once  there  are 
contracts  with  local  doctors 
and  hospitals,  someone 
needs  to  be  there  to  manage 
the  networks  experdy  To 


understand  what  access 
means  to  people  locally.  To 
work  face  to  face  with  doc- 
tors on  the  quality  of  care. 

We  know,  because  ^. 
for  the  past  60  years 
we've  had  more  experi- 
ence managing  provider 
networks  than  anyone 
else.  Blue  Cross  and  Blue 
Shield  Plans  are  located  in 
communities  throughout 
the  country,  with  experts 
who  manage  the  local  health 
care  delivery  system  firsthand 

Experience  has  taught 
us  that  you  can't  build  a  cost 
effective  provider  network 
without  being  selective 
with  doctors  and  hospitals. 
So  we  have  contracting  guide- 
lines that  consider  their 


credentials,  performance, 
and  patient  access. 

And  because  we  have 
over  15  million  people  who 
currently 
receive  care 
under our 

national  w  hats  custorruuy  in  New  York 
l-mr^orrc/^  '  neeessardv  then  eup  oj  tea 
niaildgeU  mKaw-astuy 

care  programs,  we  have  the 
leverage  to  maintain  effective 
provider  relationships.  That 
gets  us  better  cooperation  in 
utilization  management  and 
quality  assurance  programs. 

All  of  which  adds  up  to 
a  program  that  delivers  more 
cost  effective  health  care 
through  a  provider  network 
your  employees  can  feel 
comfortable  using.  And  our 
most  recent  managed  care 
survey  showed  a  member 
satisfaction  rate  of  95%. 

But  while  managing 
local  provider  networks  is 
our  forte,  our  experience  in 
organizing  these  net- 
works into  programs 
for  over  100  major 
national  employers 
is  unparalleled. 

W  tlh  our  maitav,ed  eare  proi^^rams  \ou> 
rrii/;l<)vi'i-'S  get  efpewnt  cif/iv(7\'  oj  health 
coverage,  no  matter  where  they  live 

So  if  your  company  has 
employees  in  more  than  one 
state,  and  you're  looking  for 
a  specialist  who  can  experdy 
manage  your  program  across 
the  country,  just  caU  1-800- 
426-2583.After  all,  if  man- 
agement from  a  distance 
was  such  a  good  idea,  we 
might  all  be  taking  tea  in  the 
after- 


noon. 


Blue  Cross 
Blue  Shield 


L 


inance 


Xoe,  a  research  director  at  Moody's. 
Even  top-rated  issuers  can't  always  gen- 
erate enough  cash  to  redeem  all  their 
paper  ever\"  30  days  or  so — the  t}-pical 
maturit}-.  So  they  get  banks  to  agree  to 
provide  backup  cash.  But  over  the  past 
seven  years,  says  Xoe,  credit  support 
has  softened.  Just  prior  to  the  default  of 
Integrated,  for  example,  banks  pulled 
their  S510  million  in  lines  of  credit.  Xoe 
stresses  that  credit  support  "involves  in- 
creasingly complex  legal  structures" 
that  don't  necessarily  add  up  to  ironclad 
promises  of  liquidit}". 
FAST  SLIDE.  With  a  slowing  economy  and 
the  withering  of  corporate  cash  flows, 
more  and  more  issuers  may  see  their 
paper  get  bumped  from  the  top-echelon 
ratings.  On  Mar.  5,  Federal  Express 
Corp.  went  on  .?&P's  Creditwatch  for  a 
possible  downgrade  of  its  S200  million  in 
commercial  paper  from  A2  to  A3.  The 
carrier's  problems  stem  largely  from  its 
struggle  to  assimilate  Flying  Tiger  Line 
Inc.   Investors   aren't   yet  demanding 


higher  jields  on  Federal 
Express'  paper,  but 
that  will  surely  change 
if  the  issue  gets  down- 
graded, traders  say. 
And  a  deal  cemented  on 
Feb.  7  by  Georgia-Pacif- 
ic Corp.  and  Great 
Xorthern  X'ekoosa 
Corp.  bumped  the  total 
of  So86  million  in  paper 
of  the  two  companies 
out  of  the  market  alto- 
gether, forcing  them  to 
turn  to  their  banks  for 
new  credit.  The  deal 
adds  a  lot  of  debt  to 
Georgia-Pacific's  bal- 
ance sheet. 

So  far.  the  SEC 
doesn't  think  the  signs 
of  trouble  in  the  commercial-paper  mar- 
ket are  significant  enough  to  impose 
stiffer  standards  on  money-market 
funds.  After  the  Integrated  default,  the 


THE  SEC'S  McGRATH:  CAUTION, 
BUT  NO  NEW  REGULATIONS 


agency  called  for  mee 
ings  with  industrv"  off 
cials,  seeking  the  fund 
recommendations.  Si 
months  later,  both  sid- 
ended  up  calling  fc 
caution,  but  no  ne 
rules.  "There  could  be 
problem  down  the  roa( 
but  we  haven't  seen 
yet,"  says  the  SEC 
McGrath.  After  Int( 
grated,  fund  managei 
"are  being  more  cai 
tious  and  more  safet 
-minded,"  she  says.  Bi 
that's  likely  to  be  sma 
comfort  to  borrower 
who  have  been  paym 
more  lately  for  the 
trips  to  the  commercia 
paper  market — or  to  the  ones  that  can 
get  there  at  all. 

By  David  Zigas  in  Xev:  York,  iritk  Dea 
Foust  in  Waskinaton 


HOW  RISKY  IS  YOUR  MONEY-MARKET  FUND? 


Promoters  can  rightly  claim  that 
no  investor  has  ever  lost  a  pen- 
ny in  a  money-market  fund.  But 
the  safet}-  they  celebrate  is  hardly  a 
guarantee.  Value  Line  Cash  Fund  and 
Liquid  Green  Trust — which  together 
manage  almost  -SI  billion  in  assets — 
got  stuck  last  June  after  Integi-ated  - 
Resources  Inc.  defaulted  on  com- 
mercial paper  it  had  issued.  Only 
the  deep  pockets  of  their  parent  or- 
ganizations kept  the  Industrie's  rec- 
ord unsullied. 

The  losses  weren't  small  change,  i 
Value  Line's  S22.7  milHon  hit  would 
have  wiped  out  43^'c  of  the  fund's 
1989  income  had  it  not  been  ab- 
sorbed by  parent  Value  Line  Inc. 
Liquid  Green's  .59.1  miUion  loss  was 
indemnified  by  Mutual  of  Xew  York 
Life  Insurance,  parent  of  Unified 
Management  Corp.,  which  ad\ises 
the  fund.  The  sum  amounted  to 
of  Liquid  Green's  income  for  the 
most  recent  fiscal  year.  _ 
The  bottom  line,  though,  is  that  in- 
vestors may  not  always  be  able  to 
count  on  money  funds'  rich  parents  to 
make  good  on  losses.  Indeed,  Value 
Line  Vice-President  Charles  Heebner 
says  he  can't  promise  that  the  parent 
would  do  it  again.  "We  can't  make  that 
statement.  I  don't  think  [a  loss]  will 
ever  happen  again." 

The  hundreds  of  money-market 
funds  available  let  investors  trim  their 
risk  profile  to  their  ovm  liking.  High 


\ields  come  mostly  from  top  funds  that 
invest  in  riskier  debt.  At  a  minimum, 
investors  should  read  their  prospec- 
tuses and  annual  reports  to  know  what 
level  of  risk  their  funds  are  authorized 
to  take.  Conser\"ative  funds  will  touch 
only  top-rated  commercial  paper,  desig- 

SOME  OF  THE  MORE 
AGGRESSIVE  FUNDS 


Money  market  funds 
that  buy  commercial 
paF>er  below  top  grode 

Assets 

Millions 
of  (iollars 

Percentage 
Commercial 
paper 

CIMCO  MONEY  MARKET  TRUST 

S12 

100% 

NATIONWIDE 

MONEY  MARKET  FUND 

565 

99 

STRONG  MONEY  MARKET  FUND 

893 

98 

CONNECTICUT  MUTUAL 
LIQUID  ACCOUNT 

86 

98 

QUEST  FOR  VALUE 

CASH  MANAGEMENT  TRUST 

499 

97 

Dili  VAR  9  IBC  DONOGHUE  $  MOVfy  RJHD  RIPOUT 

nated  PI  by  Moody's  Investors  Senice 
or  Al  by  Standard  &  Poor's  Corp.  The 
policy  is  spelled  out  in  disclosure  docu- 
ments. Value  Line  switched  to  the  con- 
sen^ative  route  after  its  stumble.  Like- 
wise, many  funds  stick  to  debt  issued 
by  the  U.  S.  Treasury-  and  government 
agencies — but  offer  lower  fields. 

Most  funds  are  a  mix  of  commercial 
paper,  bank  certificates  of  deposit,  gov- 
ernment securities,  and  other  instru- 
ments. Funds  at  the  most  aggressive 


end  of  the  spectrum  buy  newer  instru- 
ments such  as  Eurodollar  certificates 
of  deposit.  Other  funds  stretch  foi 
jield  by  investing  almost  exclusively  ic 
commercial  paper  (table).  Such  a  strat- 
egy isn't  necessarily  riskj',  but  it  re- 
quires a  savvy  hand  at  the  helm.  Funds 
that  invest  hea^ily  in  paper  "have  tc 
do  their  own  credit  analysis  anc 
can't  rely  just  on  the  rating  agen 
'  cies,"  says  Kim  Travers,  portfoUc 
manager  for  Connecticut  Mutual 
Liquid  Account,  which  undertakes 
extensive  credit  re\iews  of  its  papei 
holdings. 

CAVEAT  EMPTOFt.  The  problem  foi 
investors  is  that  learning  to  know  j 
fund  manager's  abilit}"  and  experi- 
ence in  managing  risk  isn't  always 
simple — or  predictive.  Extra-conser 
vative  investors  might  want  to  sticl 
with  funds  that  have  investmem 
pohcies  to  match. 
Are  the  funds  up  to  the  task  ol 
_  safely  investing  their  growing  pile: 
of  cash"?  WOliam  Donoghue.  publishe) 
of  Money  Fund  Report,  thinks  so 
with  one  caveat:  "There  are  a  lot  o: 
new  players  who  have  not  been  arounc 
long  enough  to  know  history."  Adds 
Thomas  H.  Xe\in,  chief  investment  of 
ficer  of  Pro\ident  Institutional  Man 
agement  Corp.  in  Delaware:  "It's  no 
hard  to  stay  out  of  trouble  if  [funds 
do  their  homework."  Investors  wouk 
be  wise  to  hit  the  books,  too. 

By  David  Zigas  in  New  Yorl 
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"When  it's  'data  to  go,' 
we  order  UDS  modems" 


Today's  fast  food  business  is 
also  a  fast  data  business.  Sales 
and  profit  figures,  inventory  con- 
trols, expense  reporting,  wage 
and  benefit  information,  tax 
computations  and  other  essential 
data  must  flow  quickly  and  re- 
liably between  individual  stores 
and  corporate  headquarters. 

That's  why  the  implementation  of 
Wendy's  new  corporate-wide 
datacomm  system  demanded  the 
utmost  in  modem  reliability.  And 


that's  why  Wendy's  chose  UDS 
as  their  modem  supplier. 

Wendy's  modems  of  choice  are 
the  UDS  Sync-Up"^  V.32  and 
Sync-Up  2/V.32.  They  connect 
Wendy's  remotely  sited  micro- 
computers with  the  corporate 
mainframe.  Collectively  they  give 
Wendy's  a  full-duplex,  9600  bps 
data  link  to  every  company  loca- 
tion, no  matter  how  remote.  UDS 
provides  maximum  reliability, 
ongoing  customer  support  and  a 
virtually  error  free  communica- 
tions environment. 


—  Information  Systems  Group, 
Wendy's  International 

If  your  modem  requirements  are 
too  critical  for  compromises,  do 
as  Wendy's  has  done:  contact 
Universal  Data  Systems,  5000 
Bradford  Drive,  Huntsville,  AL 
35807-7002.  Phone  205/721  -8000; 
FAX:  205/721-8926. 


A\)  MOT€yaOLA 


WHY  SANTA  FE 
PACIFIC  IS 
PICKING  UP  STEAM 

Wmred  oiieraoart?  in  w 
vjwhn  i.  i2iix!0rsr..  znTr-esDcir; 
gai  a  SBCt-a-sbaxe  dTddeod.  iDT-esnnaDi 

holder  T>if^-r;,  Eon  rmnr  -xht  mKLsb-ging  &■ 
remir  of  'Frsi^snLSsi-'Bixiiie  InTismwra 

eErr-ssrniiT  iraiSng"  si  lit.  hhs  tteearoe  aii 

saT^  esjrfnigs  froin  rail  T^jessoore  sr-t 
iie^HQg  Ki  jjasii  liie  Eoiigj£iiT  idid  Tie 
blafi-  EraE  more  imparra.r^..  ie  ad^^ 
5iiZrc£  F^r's  assfiiS  ij-e  naderraTped. 

*^5azn2t  Ti  is  '2ne  sf  xhe  fesr  eon>o- 
riii&  €sarrg.)]fif,  erf'  r^srruenrrirtg  "sii 
thi-  slmrei)C'l'5ar="  irflsrfsi  uxLtr  uj^ier- 
TriTjsi  i^!  njiiiK^ariHni's  imnd."  sajs  Sia- 
Msr,  "sriio  see?  inmseli'  as  a  ~i5sfc- 
aTHTse  iOng-isnL  lOvfisiHr.""  H-e  t>iiTS 
~iie2TilT  TE  siciiif  seEiig'  ai  a  IStt^.-  rtT~- 
eoimi  XC)  ihsT  prrraK-inarifa  "raloe."*" 
liiTiSTiors  ieam  xo  iike  is  sosKgr-  A~- 
ses  imdfjr  Pni-iiacitr  ManagsiiSDi'5 
enst'iidT  iiET*  grcfirc  ia-T,.  id  Sl.7  i£QicsD 
from  Slo^J  irilSoii  ii  li*SL 

AjKiT  piuising  from  45  Xv  15 
eaiBe  of  ihsi  fm  c&ridrsid  parmeni. 
Sarrs  Ft's  SEOci  ii£rd}T  moTsd  in 
Bin  in  r&esn;  •rfjet^  liie  siaek  isas 
fidffed  mrvrard.  yr^'ariaT  says  Sairei  F^'  is 
•roni!  jeasi  ^0  a  inare  iased  od  is 
asseis.  'LTLiitS"  liiiaJTfi?.  gTT-e  it  i  Tahit 
of  Mb  i  share.  The  Axdaisim  Toiieka  t 
Sania  Fe  St,  eciresrs  H  ■firg  Tniles  in  12 
siaicS.,  and  sr-n-trffiT  £|nire5  "chai  n  aione 
is  w'onii  ISdoil  He  Taioeif  Sarna. 
Fe  s  Ti&l  esiaxe.  inEiudiiig'  railroad 

PUBLIC  PUURS.  Et  seTfrig  assteis..  ihe 
ec'-iiyanT  iist^  redneed  froE  SgLT  t'SScm 
xc^  S2'>lt  iiLUjiiJii  iht  dfibi  ii  ixicnrred  to 
piT  li>b'?"5  tog  diriderid.  Bxtt  Sama  Fe's 
crreril  deibi  is  snil  a  hefrr  SLl  billiorL 
m  f  1?  i  share..  The  eompairr  has  T^i.^e^Ti 
Sama  Je  Padfif-  ffceliries  pni-Ik  and 
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^'Our  first  goal  as  a  bank  is 
to  help  our  customers  meet  theirs." 


New  products,  markets,  and  opportunities 

The  world  of  finance  is  changing  as  never 
before.  Each  day  brings  new  products.  New 
markets.  New  opportunities. 

But  can  you  harness  these  changes  to  meet 
your  evolving  needs  .-^ 

Our  multimarket  capabilities  can  help 

The  Sanwa  Bank  can  help. 


With  our  vast  resources,  global  presence,  and 
comprehensive  financial  services,  we  can  create 
the  products  you  need.  Uncover  opportunities 
you  overlook. 

And  put  you  on  top  of  the  world's  financial 
markets  as  never  before. 

Visit  Sanwa  today.  You'll  be  one  step  closer  to 
your  business  goals. 


^  Sanwa  Bank 

Sanwa  bankers  are  working  for  you  everywhere. 


nformation  Processin 


STRATEGIES! 


III,. 


WHY  NEC  HAS  U.S.  COMPANIES 
'SHAKING  IN  THEIR  BOOTS' 


SBIO 
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The  electronics  giant  is  fully  integrated  and  positioning  itself  to  take  on  IBM  and  AT&T 


It  looked  like  a  great  idea  back  in 
1899.  Japan  had  just  opened  to  for- 
eign trade,  so  Western  Electric  Co. 
teamed  up  with  some  local  entrepre- 
neurs to  form  the  first  U.  S.-backed  ven- 
ture there.  It  would  import  Western's 
telephones  while  learning  to  make  its 
own.  Its  name:  Nippon  Electric  Co. 

The  rest,  as  they  say,  is  history.  NEC 
Corp.  is  now  a  major  nemesis  for  West- 
ern Electric's  parent,  American  Tele- 
phone &  Telegraph  Co.  Independent 
since  1932,  NEC  has  grown  to  become  the 
world's  largest  chip  seller,  fifth  in  tele- 
communications equipment,  and  fourth 
in  computers. 

As  computing  and  communications 
converge  through  digital  networks  and 
as  microprocessors  automate  everything 
from  telephones  to  toasters,  NEC's  all- 
around  strengths  could  give  it  the  edge 
on  even  the  biggest  American  and  Euro- 
pean competitors.  Indeed,  as  if  oblivious 
to  the  irony,  NEC  now  speaks  of  surpass- 
ing AT&T — and  IBM.  "We're  very  confi- 
dent we  can  catch  up  with  both  of  them 
by  the  early  21st  century,"  declares 
NEC's  loquacious  president,  Tadahiro  Se- 
kimoto,  in  fluent  English. 
'FORMIDABLE.'  Westerners  have  scoffed 
at  such  Japanese  cockiness  in  the  past, 
often  to  their  subsequent  consternation. 
Although  NEC's  sales  last  year  of  $21.3 
billion  were  only  a  third  of  IBM's  and 
just  ol7<-  of  AT&T's,  NEC  is  viewed  in- 
creasingly as  a  force  to  be  reckoned 
with.  "A  formidable  company,"  Jose  Col- 
lazo,  president  of  Infonet  Services  Corp., 
a  global  network  company,  calls  it.  'i 
don't  think  any  other  company  in  the 
world  has  their  breadth."  Privately,  se- 
nior IBMers  call  NEC  their  most  serious 
long-term  threat  from  Japan. 

NEC  must  deal  with  some  persistent 
problems  before  it  conquers  the  world. 
It's  weak  in  mass  marketing,  and  there's 
strife  at  its  highest  corporate  levels. 
Moreover,  Japanese  rival  Toshiba  Corp. 
is  gaining  on  NEC  in  key  businesses  such 
as  memory  chips  and  laptop  computers. 

But  NEC  is  driven  by  a  unique,  all- 
consuming  vision  of  technology  set  forth 
by  Koji  Kobayashi,  the  engineer  who 


transformed  it  from  telephone  maker  to 
electronics  powerhouse.  At  83,  Kobaya- 
shi's  title  is  chairman  emeritus,  but  his 
vision  of  incredibly  powerful  information 
networks  is  behind  everything  NEC  does. 
"C&C,"  as  he  calls  this  future  marriage 
of  computing  and  communications, 
would  make  true  such  dreams  as  tele- 
phones that  could  instantly  translate 
conversations  between  foreigners.  Ko- 
bayashi has  made  C&C  a  corporate  cate- 
chism, expounding  its  potential  to  "in- 
spire the  boundless  wisdom  of 
humankind  to  make  unlimited  progress." 
It's  not  all  gee-whiz  sci-fi,  either. 


Right  now,  AT&T,  IBM,  and  phone  comp 
nies  around  the  world  are  scrambling 
sell  integrated  services  digital  networH^D  t'f 
ing  (ISDN).  That's  a  scheme  for  movii  Hiniis 
torrents  of  digital  signals  for  voice,  ek 
tronic  mail,  computer  data,  and  high-d( 
inition  television  over  phone  lines, 
the  mid-1990s,  Japan  alone  will  buy  a 
nually  $5.5  billion  worth  of  computei 
telephones,  and  other  equipment 
signed  for  ISDN,  predicts  senior  analy  km 
James  R.  Ashley  of  W.  I.  Carr  (Ov^mers. 
seas)  Ltd.  in  Tokyo. 

There's  hardly  a  piece  of  the  ISDN  p: 
zle  that  NEC  doesn't  make — or  have  in 
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s.  "NEC  is  one  of  the  few  companies 
t  is  completely  vertically  integrated, 
!  IBM,"  says  Thomas  Murtha,  an  ana- 
t  at  Baring  Securities  (Japan)  Ltd. 
lat's  why  a  lot  of  American  compa- 
3  are  shaking  in  their  boots." 
^hey  worry  most  about  its  technologi- 

prowess.  "NEC  is  really  technically 
sUuiding,"  says  Ralph  E.  Gomory, 
mer  chief  scientist  at  IBM  and  now 
sident  of  the  Alfred  P.  Sloan  Founda- 
1  at  the  Massachusetts  Institute  of 
:hnology.  "It's  a  class  operation." 
s  year,  NEC  will  spend  about  7%  of 
enues,  roughly  $1.7  billion,  on  re- 
rch  and  development.  A  key  pursuit: 

software  written  faster  and  cheaper, 
ile  contracting  for  low-cost  help  in 
na,  India,  and  Taiwan,  it  is  also  hir- 

250  female  software  engineers  a 
,r — unusual  in  male-chauvinist  Japan. 
Jut  NEC  knows  it  has  to  beef  up  its 
rketing,  too — especially  in  consumer 
ducts.  "Marketing  will  be  at  least  as 
)ortant  as  technology,"  acknowledges 
]  Executive  Vice-President  Toshiro 
nihiro.  For  mo.^t  of  its  history,  NEC 

focused  on  industrial  customers,  not 
sumers.  Of  its  35  top  officers,  18  are 
rineers — a  stark  contrast  to  IBM, 
ere  all  but  a  few  senior  executives 
ived   via   sales    and  marketing. 


DESPITE  STEADY 
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.PROFIT  GROWTH 
IS  SLOWING 


DATA:  NIKKO  SECURITIES  CO. 


Recently,  NEC  has  been  cultivating  a 
more  with-it  image.  Ryuichi  "Dick"  Mur- 
akami had  worked  for  years  in  NEC's 
data-transmission  business.  But  when 
appointed  to  energize  the  home-electron- 
ics division  in  1986,  he  traded  his  frumpy 
engineer's  outfits  for  stylish  "hew  suits. 
NEC's  main  problem,  he  says,  is  image, 
which  must  first  be  polished  at  the  home 
office.  "As  president  of  a  division  with 
10,000  employees,"  he  says,  "I  must  set 


NEC  is  well  situated  to  pursue 

its  dream  of  incredibly 
powerful  global  computer  and 
communications  networks 


an  example."  Wardrobe  updated,  he  ar- 
ranged for  NEC  to  sponsor  the  Japanese 
tour  of  Prince,  the  anything-but-frumpy 
rock  star.  He  also  commissioned  a  new 
catchphrase,  which  sounds  better  in  Jap- 
anese than  in  English:  "High  Tech  for 
High  Touch.  Now  NEC  is  Interesting." 

NEC  flaunts  its  new  face  most  convinc- 
ingly at  a  prototype  home  theater  in  To- 
kyo's Akihabara  electronics  district. 
There,  selected  guests  can  catch  a  stun- 
ning glimpse  of  the  future.  White-knuck- 
led, they  clutch  the  arms  of  plush  swivel 
chairs  during  a  relentless  James  Bond 
chase  scene  shown  on  a  10-foot  high- 
definition  TV  screen  with  CD-cjuality 
.sound. 

The  high-profile  push  into  consumer 
electronics  is  beginning  to  pay  off.  NEC 
has  30%  of  Japan's  surging  home  satel- 
lite-dish market.  And  its  PC  Engine  video 
game  has  sold  about  1.5  million  units 
since  1988,  compared  with  market  leader 
Nintendo's  10  million  units  since  1983. 

NEC  has  done  even  better  in  personal 
computers.  It  holds  56%  of  the  Japanese 
market  where  its  design,  not  the  IBM  PC, 
dominates  the  market.  And  the  company 
is  now  vying  with  Epson  America  Inc.,  a 
subsidiary  of  Seiko  Epson  Corp.,  for 
fourth  place  in  the  U.  S.,  where  it  sells 
PC  clones.  NEC  is  also  neck  and  neck  with 
Toshiba  for  the  lead  in  the  U.  S.  laptop 
market.  "Of  all  the  Japanese  players, 
we're  the  best-positioned  to  give  IBM, 
Apple,  and  Compacj  a  run  for  their  mon- 
ey," boasts  Keith  E.  Schaefer,  senior 
vice-president  of  NEC  Technologies  in 
Wood  Dale,  111.  NEC's  edge,  he  says,  is 
financial  muscle  and  world-class  chip- 
making  operations. 

In  other  computer  markets,  NEC  has 
some  catching  up  to  do,  though.  It's 
worldwide  computer  sales  of  $10  billion 
put  it  in  4th  place,  behind  Fujitsu,  Digi- 
tal Equipment,  and  IBM.  But  it  has  only 
3%  of  the  mainframe  market.  It  sells 
them  directly  in  Japan  but  mainly 


through  France's  Groupe  Bull  else- 
where. It  sells  a  respectable  supercom- 
puter but  has  installed  just  one  in  the 
U.  S.  Still,  the  Nikkei  Watcher  on  IBM 
newsletter  projects  that  NEC's  share  of 
Japan's  computer  market  will  rise  to 
28.3%  in  1993  from  1988's  27.1%,  mostly 
on  the  strength  of  its  small  systems. 

Telecommunications,  with  sales  of  $5.3 
billion  in  fiscal  1989,  remains  one  of 
NEC's  chief  strengths.  Jardine  Fleming 
Securities  Ltd.,  a  brokerage  firm,  esti- 
mates it  has  installed  17  million  lines  of 
telephone  switching  capacity  in  53  coun- 
tries, compared  with  Fujitsu's  6  million 
in  13  countries.  By  1988,  NEC's  share  of 
the  fiercely  competitive  U.  S.  PBX  market 
was  87(',  ranking  it  fourth  behind  AT&T, 
Northern  Telecom,  and  Mitel. 

In  microchips,  NEC  remains  king — but 
only  just.  Last  year's  revenues  were 
$4.96  billion,  estimates  market  research- 
er Dataquest  Inc.  But  Toshiba  is  on  its 
tail  with  $4.89  billion  in  chip  sales.  More 
important,  Toshiba  has  just  wrested 
leadership  from  NEC  in  1-megabit  DRAM 
memory  chips.  And  Hitachi  Ltd.  has 
gained  an  early  lead  in  4-megabit  chips. 
Still,  says  Dataquest's  Masanori  Murata, 
NEC's  chip  business  depends  less  on 
DRAMS  than  its  competitors',  so  it's  not 
likely  to  lose  its  overall  lead.  Indeed, 
NEC  has  licensed  rights  to  build  leading 
microprocessor  designs  from  Intel  Corp. 
and  MIPS  Computer  Systems  Inc. 
'SAD  STORY.'  As  big  as  its  challenges  are, 
NEC  enjoys  some  major  advantages  over 
Western  rivals.  Probably  most  important 
is  access  to  cheap  capital:  For  the  fiscal 
year  ended  last  March,  "NEC's  cost  of 
funds  was  only  4.3%,"  calculates  James 
C.  Abegglen,  president  of  Asia  Advisory 
Service  in  Tokyo.  And  NEC  is  a  member 
of  the  Sumitomo  keirefsu,  or  industrial 
group.  Other  members  hold  close  to  25% 
of  NEC's  shares,  shielding  it  from  de- 
mands for  high  dividends.  They  also  fre- 
quently buy  NEC  gear. 

And  NEC  is  poised  to  push  harder  over- 
seas. Only  25%  of  its  revenues  come 
from  abroad,  a  piddling  amount  com- 
pared with  multinationals  such  as  IBM, 
which  is  getting  55'^'  of  its  revenues  out- 
side its  home  market.  But  NEC  has  all 
the  pieces  in  place:  factories  in  12  coun- 
tries, R&D  centers  in  the  U.  S.,  and  a  top- 
management  team  full  of  English  speak- 
ers— rare  in  a  Japanese  industrial 
company.  By  the  end  of  1993,  NEC  hopes 
to  be  manufacturing  locally  70%  of  what 
it  sells  in  the  U.  S.  and  60%  of  the  prod- 
ucts it  sells  elsewhere  abroad. 

The  company's  stickiest  problem  at 
the  moment  may  be  a  behind-the-scenes 
struggle  among  top  executives.  Formal 
denials  notwithstanding,  it's  believed 
that  President  Sekimoto,  64,  and  Chair- 
man Emeritus  Kobayashi  are  in  a  bitter 
battle.  Kobayashi,  known  internally  as 
the  Pope,  remains  a  powerful  force  on 
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the  board.  Former  NEC  executives  say  he 
demands  a  major  voice  in  assigrning 
NEC's  top  150  people.  That  has  Hmited 
Sekimoto's  prerogatives,  sparked  fac- 
tionahsm,  and  delayed  the  making  of 
crucial  decisions. 

"It's  a  sad  ston,-.  The  clash  hurts  NEC 
tremendously,"  says  Keiske  Yawata,  a 
onetime  NEC  fast-tracker  who  left  five 
years  ago  to  run  LSI  Logic,  where  he's 


CEO.  "I  see  a  communications  break- 
down betiveen  top  and  middle  manage 
ment.  What's  more,  there's  no  obvious 
successor  to  Sekimoto  in  sight." 

All  that  could  clear  up  soon,  though. 
Kobayashi  may  announce  his  retii'ement 
at  this  spring's  stockholder  meeting, 
which  would  free  Sekimoto  to  breathe 
new  fire  into  the  company.  At  64,  he's 
not  old  by  Japanese  CEO  standards. 


Sekimoto  isn't  likely  to  leave  the  ki 
of  mark  on  NEC  that  Kobayashi  has. 
he  may  not  have  to.  Leveraging  hi> 
der's  C&C  gospel,  he  could  lead  NEi 
make  its  mark — as  the  next  three-le' 
household  name  in  electronics. 

By  Robert  Neff  in  Tokyo,  with  Gi 
McWilliaTns  in  Boston.  Rob  Hof  in  S 
Francisco,  Lois  Therrien  in  Chicago,  a 
Peter  Coy  in  \ew  York 


t 


IN  THE  U.S.,  NEC  IS  CUTTING  THE  UMBILICAL  CORD 


E 


light  years  ago,  at  age  54,  Hisao 
Kanai  decided  he  would  learn  to 
I  play  golf.  Kanai,  who  in  February- 
was  named  chairman  and  chief  execu- 
tive officer  of  NEC  Corp.'s  U.  S.  com- 
puter operation,  took  a  decidedly  Japa- 
nese approach:  In  his  yard  in  Tokyo,  he 
set  up  an  area  for  practicing  his  swing. 
And  even'  morning  since,  rain  or  shine, 
he  has  knocked  balls  for  40  minutes. 

Kanai's  determina- 
tion should  come  in 
handy  in  his  U.  S.  as- 
signment. A  38-year 
NEC  veteran  and  one- 
time mainframe  design- 
er, he's  here  to  pound 
the  Si  billion  U.  S.  com- 
puter subsidiary  into 
shape.  In  the  American 
PC  market,  where  its 
share  is  o'"^  and  grow- 
ing, NEC  is  the  most 
successful  Japanese 
supplier.  And  through 
its  HNSX  Supercom- 
putei*s  Inc.  subsidiary. 
NEC  is  the  only  Japa- 
nese company  compet- 
ing in  the  U.  S.  super- 
computer market 
against  Cray  Research  Inc.  But  NEC 
wants  more.  The  top  brass  in  Tokyo  is 
aiming  for  NEC  Technologies  Inc., 
based  in  Boxborough,  Mass.,  to  be 
more  than  the  best  among  the  Japa- 
nese suppliers  in  the  U.  S.  They  want  it 
to  be  a  major  contender  against  IBM 
and  Digital  Equipment  Corp. 
BIG  BOOST.  The  key  is  autonomy.  Kan- 
ai's goal  is  to  turn  NEC  Technologies 
into  a  more  or  less  freestanding  opera- 
tion— with  its  owm  engineering,  mar- 
keting, sales,  and  manufacturing.  Until 
recently,  the  businesses  that  fall  under 
NEC  Technologies,  ranging  from  com- 
puter monitors  to  minicomputers,  were 
controlled  by  a  half-dozen  different 
NEC  groups  back  in  Tokyo.  Theii-  con- 
cerns often  had  little  to  do  with  the 
realities  of  the  U.  S.  market.  And  deal- 
ing with  Tokyo  often  slowed  down  de- 


cision-making, lea\ing  NEC  trailing  in 
fast-paced  markets.  As  a  member  of 
NEC's  board  of  directors,  Kanai  has  the 
power  to  cut  through  the  parochial  in- 
terests at  headquarters.  His  challenge, 
he  says,  is  "to  improve  the  integi-ation 
between  NEC  Technologies  and  NEC  [op- 
erating] groups"  in  Japan. 

American  executives  who've  worked 
for  NEC  welcome  the  change.  In  the 


NEC  FACTORY  IN  GEORGIA:  HIGH-END  TELEVISIONS,  LOW  MARKET 


past,  even  though  Tokyo  may  have  ap- 
proved product  proposals  from  the 
U.  S.,  NEC  couldn't  develop  them  quick- 
ly enough.  Two  years  ago,  for  exam- 
ple, it  retreated  from  the  engineering 
workstation  market.  NEC  got  caught  in 
the  cross  fii-e  among  Sun  Microsys- 
tems, Hewlett-Packard,  and  DEC, 
among  others,  and  couldn't  keep  up 
with  rapid  technical  improvements  and 
falling  prices.  "We  have  missed  some 
opportunities  because  of  slow  decision- 
making by  the  Japan  side,"  concedes 
Executive  Vice-President  Tadashi  Su- 
zuki in  Tokyo.  "Product  planning  must 
be  done  veiy  close  to  the  market." 

Even  before  Kanai  showed  up.  NEC's 
U.  S.  computer  operation  got  a  big 
boost  when  two  competing  U.  S.  sub- 
sidiaries were  merged  last  November 
to  form  NEC  Technologies.  NEC  Home 


Electronics  (USAi  Inc.,  based  in  Wool 
Dale,  III,  had  supplied  laptop  compu 
ers  and  monitors.  NEC  Inform_ation  Sy^ 
tems  Inc.  in  Boxborough  had  sold  desl 
top  computers,  printers,  and  dis 
drives.  More  often  than  not,  thougl 
they  ended  up  competing  for  she] 
space  in  retail  stores,  confusing  me] 
chandisers.  and  hurting  both  divisions 
Now  that  they're  combined,  "we  thin] 
we  can  get  people 
start  thinking  abod 
NEC  in  the  big  four"  d 
U.  S.  PC  makers,  sa\i 
Richard  V.  Miller, 
NEC  Technologies  assi^ 
tant  %icepresident. 
JOINING.  If  the  expert 
ment  with  NEC  Technol 
ogies  works,  the  comp^ 
ny  will  turn  itj 
attention  to  other  U 
operations.  Company  iJ 
siders  say  Kanai  is  lik{ 
ly  to  combine  NEC  Tecll 
nologies  with  NH 
America  Inc.,  a  S9d 
million  telecommunic^ 
tions  subsidian,-  bas( 
in  Mehille,  X.  Y.  Thj 
S2  billion  combinatio 
would  support  NEC's  C&C — computin] 
&  communications — strategy.  Aft( 
that,  the  company  is  likely  to  turn  1 
NEC  Electronics,  a  S60O  million  chip  oj 
eration  in  Mountain  View.  Calif.  NEC] 
final  U.  S.  business,  a  television  factor! 
in  McDonough,  Ga.,  manufacture 
high-end  TV  sets,  but  NEC's  share  ( 
that  market  is  minute  compared  wit 
those  of  competitors  Sony  Corp.  aq 
Panasonic  Co. 

Will  NEC's  pei-sistance  pay  off?  Tlj 
answer  won't  be  clear  for  many  year] 
But  Kanai's  perseverence  is  not  to 
dismissed.  Six  years  of  early  momin 
golf  practice  have  given  him  a 
handicap.  Xot  earth-shattering,  but  n(j 
bad  either.  And  he's  still  working 
his  game,  ever\-  day.  So  is  NEC. 

By  Gary  McWilliams  in  Boxboroug\ 
Mass..  icith  bureau  reports 


92  BUSINESS  WEEK,  MARCH  26.  1990 


INFORMATION  PROCE! 


Business^Afeelf 


THERE  iS  NO  SECOND  PLACE. 


Xo  say  we  reach  more  top  managers 
han  any  other  business  magazine  isn^t  just  fact* 

r       It^  understatement. 

Business  Week  reaches  64%  more  top  managers  than  Forbes  and  72%  more  than  Fortune.  tUi  'M 


Source;  1989  SMflffSMM 


)1989  McGraw-Mill,  Intr; 


PRODUCT  DEVELOPMENT! 


HOW  FORD  AND  MAZDA 
SHARED  THE  DRIVER'S  SEAT 


The  Escort  is  the  world's  first  'global  car,'  thanks  to  teamwork 


In  March,  1985,  Gordon  B.  Riggs  flew 
to  Hiroshima  on  an  urgent  mission 
from  Ford  Motor  Co.  Two  years  ear- 
lier, Ford  had  commissioned  Mazda  Mo- 
tor Corp.  to  engineer  a  new  version  of 
Ford's  best-selling  Escort,  which  the 
No.  2  U.  S.  auto  maker  planned  to  build 
in  North  America  using  mostly  Japanese 
parts.  But  a  hitch  had  developed.  Ford 
decided  its  new-car  fleet  wouldn't  aver- 
age the  27.5  miles  per  gallon  that  Wash- 
ington required  by  1991  unless  the  high- 
mileage  Escort  was  included  in  the 
calculation.  And  under  the  fuel-economy 
rules,  the  Escort  could  be  counted  only 
if  at  least  TS'-'f  of  it  was  made  at  home. 
Riggs,  who  headed  Ford's  small-car  pro- 
grams, had  to  break  the  news  to  Maz- 
da— and  find  a  way  to  add  more  U.  S. 
parts  to  the  Escort  than  the  two  part- 
ners had  planned. 

From  that  crisis  sprang  a  product-de- 
velopment effort  that  Michinori  Yama- 
nouchi,  a  Mazda  senior  managing  direc- 
tor, calls  "innovative  in  automotive 
histor\'."  Over  the  next  five  years.  Ford 
styled  the  outside  of  the  car  while  Maz- 
da engineered  the  inside.  Mazda  taught 
Ford  how  to  keep  a  strict  development 
schedule,  and  Ford  proved  to  Mazda  that 
U.  S.  suppliers  can  turn  out  high-quality 
parts.  In  fact,  the  two  worked  together 
so  well  that  when  the  1991  Escort  hits 
the  showrooms  on  Apr.  26,  it  will  arrive 
on  time,  within  its  S2  billion  budget,  and 
performing  better  than  planned.  As  a 
result,  the  Escort  project  could  help  en- 
courage more  joint  product  development 
in  many  industries — and  in  autos,  for 
sure.  "We  have  done  a  global  program 
now,"  says  Dee  T.  Kapur,  who  ended  up 
managing  Ford's  end  of  the  project. 
"Maybe  in  six  or  seven  years,  it  will  be  a 
normal  way  of  doing  business." 

The  CT20,  as  the  new  Escort  was 
code-named,  culminates  a  decade  of 
work  toward  what  former  Ford  Chair- 
man Donald  E.  Petersen  calls  the  "glob- 
al car."  His  idea,  which  failed  with  the 
original  Escort,  was  to  engineer  on  one 
continent  a  car  that  could  be  built  and 
sold  on  several,  thus  making  the  best 
use  of  costly  engineering  resources.  The 
Chevrolet  Prizm,  which  Toyota  Motor 
Corp.  and  General  Motors  Corp.  make  in 
Fremont,  Calif.,  was  a  start  in  this  direc- 


tion. But  the  CT20  goes  much  further.  It 
is  to  be  assembled  in  12  locations  for 
annual  global  sales  of  900,000  units  in  90 
markets,  either  as  the  Escort  or  one  of 
various  Mazdas — the  323,  Protege,  or 
Familia.  And  Mazda  has  handed  off  its 
design  to  Ford,  which  will  build  the  car 
with  virtually  no  further  Japanese  inpi  ■ 
in  Ford  plants  in  Hermosillo,  Mexien. 
and  Wayne,  Mich.  "The  Escort  exempli- 
fies all  we  have  been  striving  for,"  says 
Petersen,  who  drove  the  first  one  off  the 
Wayne  assembly  line  on  Feb.  26. 
SMALL  SQUABBLES.  Striving  is  putting  it 
mildly,  says  Riggs,  recalling  his  return 
to  Hiroshima.  He  had  been  Ford's  envoy 
there  from  1979  to  1984,  looking  after 
the  24'J  stake  it  owns  in  Mazda,  Japan's 
No.  5  carmaker.  Job  1,  the  first  produc- 
tion model  of  the  CT20,  wasn't  due  until 
1990.  But  Riggs  knew  that  Mazda  would 
lock  in  the  design  much  earlier  than 
Ford,  and  that  it  wouldn't  put  up  with 
the  late  styling  tweaks  so  common  in 
Detroit.  So  he  quickly  assembled  a  Ford 
team  that  knew  Mazda's  methods,  choos- 
ing Toshiaki  Saito  to  head  it.  A  Japanese 
who  had  joined  Ford  out  of  design 
school.  Saito  had  just  supervised  the  ex- 
terior styling  of  the  Ford  Probe,  which 
was  based  on  Mazda's  sporty  MX-6  and 
built  by  Mazda  for  Ford.  In  six  months, 
he  had  Ford  approvals  for  the  CT20's 
styling,  and  his  team  moved  to  Hiroshi- 
ma to  get  Mazda's  reaction. 

Almost  immediately,  the  debate  be- 
gan. Mazda  designers  questioned  wheth- 
er Ford's  license-plate  recess  was  big 
enough  for  ever\'  market.  Sure  enough, 


DOil 


Malaysian  plates  wouldn't  fit.  For  -si 
wanted  a  certain  design  for  roof  raik  jia'; 
the  gutter  above  the  doors  that  draii  > 
off  rain.  Mazda  resisted,  and  negoti  s  • 
tions  dragged  on  for  two  weeks,  urn 
Saito  finally  pulled  his  designers  asid 
"You  can't  delay  Job  1,"  he  insisted,  ar 
Ford  dropped  the  request. 

The  disputes  crossed  over  into  mofttSEW 
than  styling.  Which  rust-resistant  all( 
to  use  for  door  flanges?  What  lengi 
should  the  wheelbase  be?  Mazda  cho: 
two  lengths  for  different  models,  tftiii, 
shorter  one  to  achieve  better  handlir 
on  cramped  Asian  roads,  while  Ford  of 
ed  for  just  one.  But  Ford  agreed  to  gi 
buyers  a  choice  of  two  suspensions, 
stiff  one  for  handling  or  a  soft  one  f#::5rs 
comfort.  To  reduce  noise,  Mazda  want< 
the  engine  improved,  while  Ford  want< 
other  adjustments.  The  compromise  w; 
to  retune  the  engine,  add  more  insul 
tion,  and  install  the  motor  on  softer  ru 
ber  mounts.  "There  was  a  lot  of  frustr 


FORD'S  BETTER  IDEA: 
JOINING  FORCES 

Here's  how  Ford  and  Mazda  collaborated  on 
the  most  far-reaching  joint  venture  in  Detroit's 
history,  the  1991  Escort 


NOVEMBER,  1981 


Ford  begins  planning  a  1991  replacemer 
its  one-year-old  Escort,  its  best-selling  c 
Initially  plans  to  build  a  "world  car"  for  l 
U.S.,  Japanese,  and  European  markets 


MAY,  1983 


Ford  scales  back  the  program  to  cover  c 
North  America  and  Asia.  Asks  Mazda  to 
the  lead  development  role — and  gives  it 
say  over  engineering  decisions 
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FORD  ASStMBLY  LINE: 
■MAZDA  DEMANDED 
MORE  PRECISION 


1,"  says  Kei  Kado,  general  manager 
Mazda's  office  of  international  busi- 
s  development.  "We  often  needed  to 
.  the  U.  S.  But  it  was  midnight,  so  we 
I  to  wait  half  a  day  at  least."  The 
pne  delays  added  up  to  scarcely  a 
5k,  not  much  by  Ford  standards.  But 
Mazda  that  was  a  week  to  make  up. 
tCiSE  PARTS.  Then  suddenly,  in  mid- 
6,  it  seemed  the  headaches  might  all 
for  naught.  Riggs  had  cleared  his 
it  hurdle  easily,  sticking  a  Ford  en- 
e  in  the  CT20  to  push  up  its  U.S. 
tent.  But  now  the  problem  was  cost, 
•d  hoped  the  1991  Escort  would  be  its 
;t  subcompact  to  make  money,  not 
t  help  meet  mileage  standards  and 
fact  first-time  buyers.  But  the  CT20 
3  way  over  budget  as  the  yen's  sharp 
i  pushed  up  Japanese  component 
;es.  "The  whole  program  was  thrown 
in  the  air,"  recalls  Arthur  S.  Hyde, 
head  of  Ford's  engineering  team  in 
'oshima.  Briefly,  Ford  considered  im- 


porting the  car  from  Taiwan,  where  it 
makes  an  Escort  look-alike  called  the 
Mercury  Tracer.  But  then,  the  partners 
realized  that  the  cheap  dollar  would  cut 
costs  for  them  if  they  used  more  Ameri- 
can parts  in  the  U.  S.  model.  With  that 
decided,  Riggs  left  the  program,  re- 
placed by  Kenneth  R.  Dabrowski,  who 
knew  the  parts  business  better. 

Dabrowski  began  two-  and  three-day 
meetings  with  up  to  500  suppliers  at  a 
time,  warning  them  to  expect  the  most 
demanding  car  program  they  had  ever 
seen.  For  instance.  Ford  always  had 
used  prototypes  built  by  outside  special- 
ty shops  to  test  the  integrity  of  a  car's 
engineering.  Mazda,  though,  saw  proto- 
types as  a  step  toward  manufacturing, 
proof  that  a  car  could  meet  quality  stan- 
dards and  be  built  efficiently — and  as  a 
test  for  suppliers.  Dabrowski  liked  that. 
Eventually,  150,000  U.  S.  parts  were 
flown  to  Hiroshima  on  a  just-in-time  ba- 
sis, at  least  one  on  a  supplier's  lap,  to 
help  in  building  two  prototypes. 

This  step  was  crucial  because  of  Maz- 
da's more  exacting  manufacturing  stan- 
dards. Since  two  pieces  of  metal  rarely 
fit  together  exactly,  bolt  holes  in  a  Ford- 
made  fender,  for  instance,  actually  were 
slots.  That  way,  a  worker  could  pull  into 
place  a  fender  that  didn't  quite  match, 
what  Hyde  calls  "quality  through  adjust- 
ment." Mazda  engineers  scoffed  and  is- 
sued a  challenge:  Take  a  Ford  Tempo 
apart  and  reassemble  it  five  times,  and 
we'll  do  the  same  with  an  old  323.  After 
the  fifth  rebuild,  only  48%  of  the  Tem- 
po's parts  fit,  vs.  90%  for  the  323.  Ford 
was  sold.  The  new  Escort's  parts  must 
meet  40,000  so-called  specific  toler- 
ances— eight  times  the  number  for  other 
Ford  cars. 

Mostly,  such  competition  was  good- 
natured,  but  now  and  then  it  turned  un- 
friendly. Three  months  before  the  first 
prototype  was  built,  the  managers  of 
Mazda's  prototype  shop  said  they 
wouldn't  let  Ford  workers  in.  "I  was 
shocked,"  recalls  Hyde,  who  had  been  in 
and  out  of  Mazda's  design  studios  for 


months  and  had  seen  many  of  its  coming 
models.  Backed  by  Mazda's  production- 
planning  staff,  he  began  daily  negotia- 
tions to  have  Ford  assembly  workers  at 
least  watch  the  building  of  the  first- 
stage  prototype.  In  time,  the  shop's  man- 
agers agreed  to  let  in  seven  Ford  work- 
ers a  day,  who  then  helped  build  the 
second  stage. 

ROAD  TEST.  Finally,  last  April,  15  new 
Escort  test  models  set  out  from  San 
Francisco  for  their  maiden  road  test.  For 
the  sake  of  comparison,  they  traveled 
with  Toyota  Corollas,  Honda  Civics,  and 
Mercury  Tracers  on  a  4,000-mile  route 
through  Colorado  Springs  to  Florida,  up 
the  Eastern  seaboard,  and  back  to 
Ford's  headquarters  in  Dearborn,  Mich. 
Only  toward  the  end  did  Kapur,  the 
Ford  project  manager,  relax.  "The  car 
matches  what  we  want,"  he  recalls 
thinking.  "Mazda  has  delivered." 

As  Wayne  started  production  this 
year,  tests  showed  Kapur  was  right.  The 
preproduction  Escort's  quality  equaled 
that  of  the  current  Tracer,  Ford's  high- 
est-quality car.  And  the  CT20  was  a 
touch  ahead  of  its  target  of  34.2  miles 
per  gallon.  All  in  all,  it  was  an  enormous 
victory,  thanks  largely  to  Mazda's  strict 
scheduling.  Compared  with  a  normal 
new-car  launch.  Ford  estimated  that  the 
CT20  had  about  60%  fewer  last-minute 
design  changes.  The  savings  were  sub- 
stantial. Ford  had  budgeted  a  $50-per- 
vehicle  increase  in  variable  costs  on  a 
car  that  will  sell  for  $7,565  and  up.  In- 
stead, such  costs  fell  by  $2  a  car. 

Ford  still  doesn't  know  how  much  it 
saved  by  teaming  up  with  Mazda.  One 
executive  says  at  least  $1  billion.  But 
that's  just  a  guess,  since  the  two  compa- 
nies still  haven't  agreed  on  the  royalty 
payments  for  Mazda's  engineering  work. 
In  any  case.  Ford  doesn't  expect  the  Es- 
cort to  make  money — ^just  lose  less  than 
its  predecessor  did.  The  best  payoff  may 
have  been  seeing  how  Mazda  works — 
and  what  Ford  must  do  to  compete. 

By  James  B.  Treece  in  Dearborn,  with 
Amy  Borrus  in  Hiroshima 


MARCH,  1985 


y  belatedly  decides  that  it  will  need 
efficient  Escort  to  help  its  domestic 
St  U.S.  fuel  economy  regulations.  But 
y  Japanese  parts  will  keep  the  car 
ng  classified  as  a  domestic  model.  So 
5ion  is  made  to  put  a  Ford  engine  in 
car 


UTE 1986 


en  rises  against  the  dollar,  project 
ily  over  budget.  Ford  decides  to  use 
S.  suppliers  for  the  Escort 


OCTOBER,  1987 


First  prototypes  built  at  Mazda  plant  in  Hiro- 
shima, Japan.  More  than  50%  of  the  car's 
parts  are  from  Ford  suppliers 


SEPTEMBER,  1988 


Ford  and  the  United  Auto  Workers  agree  on  a 
new  labor  pact  covering  Escort  production  at 
Ford's  Wayne  (Mich.)  stamping  and  body 
plant.  The  agreement  reduces  unskilled  job 
classifications  from  24  to  1 


FEBRUARY,  1990 


First  production  cars  roll  ofi'  the  retooled 
Wayne  assembly  line 


APRIl,  1990 


Escorts  will  go  on  sale  in  the  U.S. 


\CE  &  TECHNOLOGY 
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'7  nuiy  seem  like  (i  dour  sort, 
Chynsky,  hut  ivhen  ive  ^et  computers  thot 
ivon  t  become  obsolete, 
I  H'ill  smile  nitli  the  best  of  them!"^  ^ 


Howre  you  going  to  do  it? 


Its  a  (  (miiiioii  luisinrss  (lilcniiiia.  ^ou  huv  today's  statr-ol-the-art 
computers.  otiK  to  watch  licl[)l<'sslv  as  toniorrow's  new  tccliiiolo<;v 
|»asscs  vou  hy.  80  how  can  voii  keep  your  system  current,  yoiu'  l)usin( 
competitiye.  and  remain  prepared  lor  wliat  the  kiture  holds? 

The  Security  Of  Protecting  Your  Investment. 
The  answer  is  simple,  hnest  in  the  IIUI  IVrsonal  System/2"  laniil 
ol  computers.  PS/2s  run  your  DOS  and  ()S/2  applications,  allow 
you  to  keep  all  yoiu'  soltVNare  and  liles,  so  ewrvthinjji,  can  nMiiain 
husiness  as  usual.  Hut  uhats  not  so  usual  is  the  way  the  IIIM  PS/^ 
laniily  ol  computers  helps  you  make  th<'  most  ol  luture  advances 
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kc  our  new  !<)( 


i.orad<-  lor  the  PS/2  Mod.'l  7()-\2l. 


lor  e\am|)le.  I'he  Model  7U-A2I  ah'eady  hoasts  the  industry's  mosl 


\\6 

»K11|  j 

luiliiir 
:i'r 


IBM  Personal  Sy5lem/2.  OS/2  and  PS; 


are  registered  irademarhs  and  Micro  Channel  is  a  irademark  ot  International  Business  Machines  Corporation  386  and  466  are  (rademarks  ot  Intel    ^  1989  fBM  Corp 


PS/2  it! 


iced  32-bit  bus,  IBMs  Micro  Channel™  And  you  need  oidy 
:e  its  386™  platform  with  our  new  486  Wmvr  Platform 
ike  it  IBMs  tast<^st  PC  ever. 
The  Solution  Is  IBM.  And  that s  just  th< 


t>eirinnin<r. 


use  IBM  is  committed  to  making  sure  your  valuable 
tment  in  the  PS/2  stays  valuable  for  years  to  come.  So  as 
lology  continues  to  race  ahead,  as  we  all  know  it  will,  you 
"II  |)ositioned  to  take  advantage  of  it.  (Contact  your 
Authorized  Dealer  or  IBM  marketing  representative, 
dealer  near  you,  call  I  800  IBM-2468,  ext.  180. 
lind  out  why  a  PS/2  on  your  desk  today  will 
)e  kt^eping  you  competitive  tomorrow. 


Business  Class 
for 

the  price 
of  Coach? 


Unlimited  free  upgrades  to 
Business  Class  with  TWA's 
Frequent  Flight  Bonus  Program. 

Business  people  want  to  fly  in 
Business  Class.  The  trouble  is,  a  lot  of 
companies  won't  let  them. 

That's  why  TWA  is  making  it  so 
easy  for  FFB®  members  to  be 
upgraded  to  Business  Class  on  any 
widebody  domestic  flight. 

All  you  have  to  do  is  fly  5,000 
miles  on  TWA  in  a  12-month  period. 
You  earn  unlimited  free  upgrades  to 
Business  Class  any  time  you  purchase 


qualifying  tickets.  Reserving  a  seat 
is  easy,  since  TWA  has  97  domestic 
business  class  flights  every  day,  near 
three  times  as  many  as  all  other 
airlines  combined. 

So  if  you  think  you  deserve 
Business  Class,  call  your  travel  agent, 
or  TWA  at  1-800-221-2000,  and  fly  wi 
the  one  airline  that  agrees  with  you. 
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Today's  TWA 


Find  out  how  good  we  really  are* 
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evelopments  to  Watc 


FED  BY  EMILY  T.  SMITH 


ATEKEEPERS'  THAT  HELP  MEDICIHES 
lACH  THE  BRAIH 


The  web  of  blood  vessels 
that  surrounds  and 
penetrates  the  brain  keeps 
poisons  and  other  unwant- 
ed molecules  out.  But  the 
blood-brain  barrier  can 
also  screen  out  substances 
to  treat  diseases  that  in- 
vade the  brain — cancer,  vi- 
ruses such  as  AIDS,  fungal 
infections,  and  Alz- 
heimer's. Only  a  few  sub- 
stances— including  valium, 
heroin,  and  cocaine — con- 
of  molecules  small  enough  to  pass  through  the  tight 
itions  formed  by  the  blood  vessels. 

Ikermes  Inc.  may  have  a  solution.  Researchers  at  the 
(ibridge  (Mass.)  company  have  synthesized  a  molecule, 
ed  a  permeability  enhancer,  that  attaches  itself  to  the  cells 
ig  blood  vessels  in  the  brain.  There,  it  should  be  able  to  act 
a  gatekeeper,  letting  through  such  larger  molecules  as 
cer  drugs  cisplatin  and  methotrexate,  the  aids  drugs  AZT 

CD4,  and  antibiotics.  According  to  Michael  Wall,  Al- 
mes'  chairman,  the  permeability  enhancer  is  a  protein  that 

be  injected  with  such  drugs  to  get  them  to  the  brain, 
ults  of  tests  on  animals  are  so  promising  that  the  company 
es  to  begin  human  trials,  probably  on  brain  cancer  pa- 
ts, by  the  end  of  the  year. 


rUBERCUIOSIS  OUTBREAK 
THE  WAKE  OF  AIDS 


Africa  and  other  areas  of  the  Third  World  where  aids 
Iready  is  taking  a  heavy  toll,  another  threat  is  looming:  a 
erculosis  epidemic.  In  some  countries  such  as  Zaire,  100?^ 
;he  population  carries  the  dormant  TB  bacterium,  says  Dr. 
n  Mills,  chief  of  the  infectious  diseases  division  at  San 
ncisco  General  Hospital.  If  a  person  is  infected  with  the 
S  virus,  the  TB  can  be  triggered  into  an  active  disease.  And 
ike  AIDS,  TB  is  spread  through  casual  contact — a  sneeze  or 
gh — though  it  is  curable. 

ri  the  U.  S.,  there's  a  sharp  rise  in  TB  cases  in  cities  such  as 
N  York  among  AIDS  patients,  people  who  live  or  work  in 
leless  shelters,  and  health  care  workers.  "We  anticipate 
ng  two  decades  of  TB  advances,"  says  Dr.  Sten  Vermund, 
epidemiologist  at  the  National  Institutes  of  Health's  Na- 
lal  Institute  of  Allergy  &  Infectious  Diseases.  He  estimates 
t  40%'  of  the  population  of  the  poorest  groups  in  New  York 
e  latent  TB  infection.  Vermund's  solution:  Find  a  short-term 
g  therapy  for  treating  the  TB  infection  in  aids  patients. 


A  MARKET  HEATIHG  UP 
R  'FROZEH  SMOKE'? 


's  called  silica  aerogel,  but  that's  far  too  prosaic  a  name  for 
,  substance  that's  nearly  invisible  and  less  dense  than  most 
ds.  "Frozen  smoke,"  as  the  randomly  linked  fibers  of  sili- 
and  oxygen  are  nicknamed,  has  been  mostly  a  curiosity 
:e  it  was  first  developed  in  the  1930s.  But  now,  researchers 
Lawrence  Livermore  National  Laboratory  in  Livermore, 


Calif.,  have  produced  aerogels  that  are  one-tenth  as  dense  as 
previous  formulations — just  four  times  as  dense  as  air. 

The  new  lightness  makes  the  materials  superior  heat  and 
sound  insulators.  Those  properties  could  make  aerogels  suit- 
able for  a  variety  of  commercial  uses,  including  certain  gas 
filters,  high-resolution  sound  detectors  for  autofocus  cameras, 
and  insulation  for  double-paned  windows  and  refrigerators — 
important  now  that  the  chlorofluorocarbons  currently  used  in 
refrigerators  are  known  to  harm  the  ozone  layer.  NASA,  which 
asked  Lawrence  Livermore  to  develop  the  new  aerogels,  hopes 
to  use  them  first.  As  a  sort  of  space  sponge,  they  would  snare 
cosmic  dust  particles  in  space  for  research  without  destroying 
them  as  other  collection  methods  would. 


THIS  CALCULATOR  TURKS 
AlOEBRA  IHTO  ART 


Thanks  to  today's  sophisticated  computer  graphics,  engi- 
neers have  discovered  that  a  picture  can  be  worth  a  thou- 
sand equations.  Depicting  technical  problems  visually,  as  com- 
puter simulations,  uncovers  insights  and  understanding  that 
would  otherwise  remain  hidden  in  strings  of  abstract  algebraic 
symbols. 

Now,  even  calculators  are  joining  the  visualization  kick.  The 
new  HP  48SX  calculator  from  Hewlett-Packard  Co.  can  trans- 
late calculus  and  other  types  of  engineering  problems  into 
pictures.  Punch  in  an  equation — say,  a  given  force  acting  on  a 
cantilevered  beam — and  the  calculator  can  draw  the  result, 
complete  with  annotations,  on  its  1-inch  by  3-inch  liquid-crystal 
display.  If  the  outcome  isn't  what  you  expected,  just  change 
one  of  the  factors  until  it's  right.  Want  to  see  more  detail? 
Plug  the  48SX  into  a  personal  computer,  and  it  will  relay  the 
graphics  information  to  the  PC's  larger  screen. 

Conversely,  equations  can  be  down-loaded  from  a  PC  to  the 
48SX,  which  will  work  the  math  while  the  engineer  continues 
plugging  away  at  something  else  on  the  computer.  HP  figures 
the  new  calculator,  which  starts  at  a  premium  price  of  $350, 
will  be  especially  valuable  as  a  learning  aid  for  students. 


HIGH-PROFILE  SUPPORT  FOR 
U.S.-MADE  FLAT  SCREEHS 


One  of  the  key  technol- 
ogies of  the  future, 
many  experts  believe,  is 
the  flat  panel  display.  The 
thin  TV  screens  are  now 
finding  their  way  into  ev- 
erything from  fighter 
planes  to  portable  comput- 
ers— and  analysts  predict  a 
$7  billion  world  market  by 
1996.  But  the  majority  of 
the  high-tech  screens  are  made  in  Japan.  Even  the  Pentagon 
must  look  to  Tokyo  for  some  airplane  cockpit  displays. 

Now,  a  small  U.  S.  company  is  trying  to  buck  that  trend.  In 
March,  Ovonic  Imaging  Systems  Inc.  in  Troy,  Mich.,  an- 
nounced that  it  will  build  the  first  U.  S.  manufacturing  plant  to 
make  active-matrix  liquid-crystal  displays,  one  leading  screen 
technology.  Built  with  $19.5  million  in  loans  and  grants  from 
New  York  State  and  the  federal  government,  plus  $12  million 
raised  by  OIS,  the  company's  Rochester  (N.  Y.)  factory  will 
produce  flat  screens  for  planes,  helicopters,  and  spacecraft  by 
late  1991.  OlS  expects  to  compete  initially  only  in  the  avionics 
market,  where  the  Defense  Dept.'s  desire  to  buy  American 
gives  the  homegrown  company  a  crucial  edge. 
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KRAFT  IS  LOOKING  FOR  FAT  GROWTH 

FROM  FAT-FREE  FOODS  | 

The  company  has  one  big  worn-:  That  its  nonfat  lines  will  cannibalize  business  from  its  old  standbyi.  -  j 


The  commercial  for  Entenmann"s 
new  line  of  fat-free  baked  goods 
promises  an  end  to  all  guilt.  In  the 
ad.  a  chef  displays  boxes  of  Enten- 
mann's  to  an  eager  crowd  and  proclaims: 
"You  can  eat  cakel" 

Naturally,  Kraft  General  Foods  Inc., 
ovs-ner  of  Entenmann's  Inc..  always 
wants  shoppers  to  eat  more  cake,  cook- 
ies, cheese,  and  everything  else  it  bakes, 
freezes,  and  whips.  But  now.  the  S23 

billion  di\'ision  of  Philip   

Morris  Cos.  is  trjing  a 
new  pitch:  peddling  fla- 
vor without  the  fat.  Al- 
ready. Kraft  has  seven 
no-fat  c-ategories,  includ- 
ing Entenmann's  sweets, 
Kraft  salad  dressings, 
Kraft  cheese  slices.  Light 
n'  Lively  yogurt,  and 
Sealtest  ice  cream.  That  s 
a  much  more  ambitious 
lineup  than  Monsanto 
Co.'s  XutraSweet  Co., 
which  will  sell  its  Sim- 
plesse  fat  substitute  in 
an  ice  cream.  Simple 
Pleasures.  And  Kraft  has 
dozens  more  fat-free 
products  on  the  way. 
MOT-SO-UGHT.  Kraft  has 
for  vtrar.-  offered  such 
items  as  salad  dressing 
and  mayonnaise  vdih  re 
duced  fat.  sodium,  and 
cholesterr''.  B'Jt  these 
"light"  -i  still 

have  Sl:  --  which 
many  consumers  consider 
a  big  health  hazard.  "The 
No.  1  food  sin  is  no  long- 
er calories  bur  fat,"  says 
George  Rosenbaum.  pres- 
ident of  Chicago  market 
researcher  Leo  J.  Shapiro 
&  Associates. 

So  Kraft  has  tackled 
the  problem  of  extracting 
fat  from  recipes  without 
I  losing  the  llavor  it  pro- 
j  %ide5.  Unlike  NutraSweet 
I  with    Simplesse.  and 
Procter  &  Gamble  Co. 
vnih  olestra  ("box),  both 

100z^; '.ESS  ArE-  '.'-=:-2c  - 


fat  substitutes  that  need  Food  &  Drug 
AdminJstration  approval,  Kraft  has  tin- 
kered with  different  technologies  to  get 
results  that  don't  call  for  regulatorj- 
scrutiny.  For  Kraft,  the  potential  of 
these  fat-free  foods  is  enormous — ^pro- 
^ided  the  new  items  don't  eat  too  much 
into  the  market  shares  of  other  Kraft 
food  products. 

That's  a  risk  Kraft  cannot  take  light- 
ly. The  food  marketer's  operating  profit 


KRAFTS  SLIMMER  DIET 


Col'Ories  in  single  jervings  of  regular  Kraft  foods  vs.  its  new  fot-free  foods 
ReoLfkir  "  Fcrt-fre€ 

&ULTEST  STRAWRERRY 
KRAFT  ITALIAN  DRESSING  FROIEN  YCK^URT 


KRAFT  SINGLES  CHEESE  PRODUa 
♦J 


ENTENMANN'S  OATMEAL  COOKIES 


SEALTEH  VANILLA  KI  CREAM 


lk;ht  n'  irvELY 

STRAWBERRY  YOGURT 


>  7  grans  of  hil 
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jumped  26''c ,  to  §2.1  billion,  last  year, 
total  sales  of  its  foods  and  beverag^^^ 
barely  budged.  Although  Kraft  W( 
break  out  the  sales  numbers  for  its  in 
%idual  categories,  general  market  stat 
tics  show  why  Kraft's  sales  are  so  slo 
In  fuE-fat  bulk  ice  cream,  where 
has  a  major  presenc-e  with  its  Brey^»ii 
and  Sealtest  brands,  the  total  number 
gallons  of  ice  cream  bought  annually 
supermarkets  has  declined  by  53  milli(fc| 

  to  359  million,  since  19i 

according  to  Nielsen  M; 
'-:T±ig  Research. 
^^^^^^         In  this  environment 

overall  slow  growth,  lofcaE 
fat  versions  of  popu  m. 
foods  have  helped  Kn  kr 
and  other  food  mark 
ers.  Sales  of  low-1  133 
cheese  slices,  for  exa  e  3; 
pie.  jumped  40"^^  betwe  Eiri 
1987  and  1989.  accordi  Kg 
to  Nielsen — ^much  fas^jr 
than  the  growth  in 
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lar  cheese  slices.  A  bet 
while  sales  of  regular  s 
ad  dressings  have  fall  [15; 
A'^c  since  1986.  light  vs 
eties  have  shot  up  37"^ 
grab  almost  a  third 
that  -?975  million  mark* 
FLAT  POP.  Now.  Kraft 
trying  to  pidl  off 
trick  of  attracting  ciBBng 
sumers  to  its  no-fat  off 
ings  without  hurting 
older  lines,  especia 
those  that  already  ofi 
less  fat  and  cholestei 
Other  companies  ha 
tried  to  offer  three  diff 
ent  versions  of  a  prodi 
and  failed.  PepsiCo  Ii 
for  example,  tried  to 
fer  Pepsi  Light  as  a  in 
die  way  between  D 
Pepsi  and  Pepsi-Cola,  t 
the  product  langtiishec 
James  M.  Kilts,  pre 
dent  of  Kraft  USA.  rea 
nizes  the  risk.  "Ther 
always  some  degree 
carmibalization."  he  sa' 
He  notes,  though,  tl 
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sumers  buy  plenty  of  regular,  low- 
and  skim  milk.  His  strategy  is  to 
h  Kraft's  low-fat  foods,  such  as 
ht  n'  Lively  yogurt  and  reduced-calo- 
salad  dressings,  at  people  worried 
ut  losing  a  few  pounds  and  improv- 
their  figures — not  at  those  seeking 
void  fat  altogether — although  the  no- 
versions  have  the  same  or  even  few- 
calories.  Ads  for  low-calorie  salad 
jsing  simply  show  the  product,  with 
»ice-over  comparing  its  calories  favor- 
r  with  those  of  regular  dressing, 
ds  for  the  fat-free  products  are  a 
3  different.  They  generally  show  a 
lering  of  friends  or  family,  eating 
free  ice  cream  or  salad  dressing.  The 
ogue  and  voice-overs  stress  how 
d  the  products  taste  and  how  good 

are  for  you. 
hat  sounds  like  a  subtle  distinction, 
it  remains  to  be  seen  how  much 
ft  will  cannibalize  its  own  business 
loost  its  no-fat  products.  Kraft  says 
;  preliminary  results  have  been  en- 
raging. According  to  Kraft  General 
ds  Chairman  Michael  A.  Miles,  since 
!ry  limited  introduction  late  last  year, 
enmann's  fat-free  sweets  have  been 
ing  mostly  new  dollars  to  Enten- 
in's  sales,  not  grabbing  volume  from 
original,  fat-rich  line  of  cookies  and 
3S.  Sealtest  has  picked  up  share  for 
regular  ice  cream  as  well  as  extra 
s  for  the  fat-free  line  since  its  New 
;land  debut  last  fall.  The  company 
spend  well  over  $50  million  this  year 
store  samples,  advertising,  and  pro- 
ion  for  the  products, 
raft  is  hoping  that  its  own  heavy 
istment  in  food  technology  will  give 
1  edge.  The  company  has  spent  "tens 
millions  of  dollars"  on  these  processes 
:e  1987,  according  to  Robert  G. 
/icker,  senior  vice-president  for  tech- 
igy.  With  Entenmann's  products,  for 
mple,  the  company  has  figured  out 
'  to  cut  out  fat  by  processing  such 
•edients  as  skim  milk  and  egg  whites. 
LULOSE  GEL.  In  its  fat-free  Sealtest 
iuct,  Kraft  has  imitated  the  "mouth- 
"  of  ice  cream's  butterfat  by  mixing 
ilose  gel,  a  dietary  fiber,  with  skim 
c  and  proprietary  ingredients.  Kraft 
abeling  the  product  as  fat-free  ice 
UTQ,  even  though  it  does  not  meet 
jral  standards  for  ice  cream.  (Kraft 
petitioned  the  FDA  to  let  its  labeling 
id,  and  so  far,  the  company  has  not 
a  asked  to  change  the  name.) 
ut  before  long,  Kraft  will  have  to 
ry  about  competitors,  who  obviously 
ik  the  company  has  the  right  idea, 
e're  clearly  looking  at  the  no-fat,  no- 
lesterol  arena,"  says  Thomas  D.  Mac- 
d  Jr.,  chief  executive  of  Sara  Lee 
p.'s  baked-goods  unit.  Besides  inves- 
iting  no-fat  products,  Sara  Lee  is  just 
f  introducing  a  line  of  low-fat  individ- 
frozen  desserts.  And  Campbell  Soup 


Co.'s  Pepperidge  Farm  will  launch  its 
first  low-calorie  desserts  and  snack  prod- 
ucts in  March. 

In  ice  cream,  there  is  NutraSweet's 
Simple  Pleasures:  It  contains  the  Sim- 
plesse  substitute  and  will  soon  be  avail- 
able. Texas-based  Blue  Bell  Creameries 
Inc.  already  has  a  no-fat  ice  cream  in 
regional  supermarkets,  while  Dean 
Foods  Co.  will  be  competing  with  its  fat- 


free  ice  cream  by  the  summer.  The  su- 
permarkets are  happy  to  display  the  fat- 
free  products.  "[No-fat]  is  the  way  the 
future's  got  to  go,"  says  Robert  Sher- 
rick,  vice-president  for  grocery  buying 
for  the  southern  division  of  Lucky 
Stores  Inc.  The  question  is  how  much 
plumper  Kraft's  profits  will  get  on  this 
new  fat-free  diet. 

By  Lois  Therrien  in  Chicago 


WHY  P&G's  OLESTRA 
ISN'T  ON  THE  SHELVES  YET 


Well  before  NutraSweet's  Sim- 
plesse  and  Kraft's  fat-free 
edibles  hit  the  market,  P&G's 
olestra  was  exciting  analysts  and  re- 
porters. A  combination  of  fat  and  sug- 
ar that  apparently  isn't  absorbed  by 
the  body,  olestra  has  the  potential  of 
replacing  such  fats  as  cooking  oil  and 
shortening,  which  the  body  does  ab- 
sorb. Procter  &  Gamble  Co.  submitted 
olestra  to  the  Food  &  Drug  Adminis- 
tration for  approval  in  1987. 

Today,  olestra  is  nowhere  near  the 
market.  Has  PcfeG  missed  a  golden 
opportunity?  Not  yet,  perhaps.  But 


time   is   certainly   growing  short. 

P&G  Chairman  Edwin  L.  Artzt  still 
sees  a  huge  market  for  olestra.  "So 
far,  no  zero-calorie  fat  besides  olestra 
is  imminent  on  the  cooking  and  frying 
side,"  he  says.  He's  right  about  that. 
Unlike  NutraSweet  Co.'s  Simplesse, 
made  of  specially  processed  egg  whites 
and  milk  proteins,  olestra  is  a  synthetic 
molecule  that  keeps  its  fat-like  quali- 
ties when  heated.  Thus,  olestra  is  more 
versatile  than  Simplesse  and  Trailblaz- 
er — a  Kraft  General  Foods  Inc.  prod- 
uct similar  to  Simplesse  and  now  under 
FDA  review — which  can  only  be  used  in 
uncooked  foods  such  as  ice  cream  and 
salad  dressing.  P&G  estimates  a  $22  bil- 


lion market  for  cooking  oil  and  short- 
ening in  foods  such  as  french  fries, 
potato  chips,  and  hamburgers. 

Yet  P&G  still  has  to  sell  the  FDA  on 
olestra.  "[It]  will  be  a  long  time  before 
it  is  approved,"  says  Emil  Corwin,  an 
agency  spokesperson.  The  FDA  is  sift- 
ing through  P&G's  13,000-page  applica- 
tion. Staff  turnover  at  the  FDA  has 
complicated  the  review.  Another  prob- 
lem: Current  FDA  criteria  assume  syn- 
thetic additives  are  consumed  in  very 
small  amounts.  New  testing  standards 
must  be  developed  for  olestra,  since  a 
consumer  with  a  love  of  french  fries 
could  conceivably  eat  a  lot  of  the  stuff. 
MOUSE  STUDIES.  A  key  issue  that 
prompted  the  FDA  to  seek  more  data  is 
whether  olestra  is  absorbed.  P&G  ar- 
gues it  isn't,  but  the  FDA  must  be 
completely  satisfied  on  that  point 
before  approval  is  likely.  P&G  is 
also  fighting  a  consumer  group's 
earlier  criticism  of  a  study  involv- 
ing rats.  A  lifetime  feeding  study 
of  mice  may  answer  those  con- 
cerns, but  it  won't  be  completed 
until  next  year  at  the  earliest. 

The  delay  increases  the  risk 
that  rivals  will  find  ways  to  for- 
mulate previously  approved  in- 
gredients to  substitute  for  fat. 
"As  olestra  sits  there  year  after 
year,  gradually  the  rest  of  us  are 
going  to  find  ways  to  meet  the 
same  need,"  says  a  researcher  at  one 
big  food  company.  Entenmann  Inc.'s 
new  fat-free  line,  for  instance,  did  not 
need  fda  approval,  but  it  cuts  into  the 
market  for  cooked  foods,  where  olestra 
was  supposed  to  reign  supreme. 

And  even  if  olestra  is  approved  in  a 
few  years,  it  won't  be  a  sure  home  run. 
Other  companies,  including  Frito-Lay, 
Arco  Chemical,  CPC,  and  Unilever,  are 
working  on  synthetic  fat  substitutes  to 
present  to  the  FDA.  The  possibility  for 
big  profits  in  olestra-type  products  re- 
mains. But  more  and  more  it  seems 
that  P&G  will  have  to  share  the  pie. 

By  Zachary  Schiller  in  Cleveland,  mth 
Johyi  Carey  in  Washington 
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You're  free  lo  search  the  world  for 
high-qualir>'  materials,  goods  and 
senices. 

But  some  of  the  best  deals  can  be 
found  right  next  door.  In  Ontario. 
Canada,  \-our  friend  and  neighbor. 

What  can  \-ou  source  in  Ontario? 
.\lmost  amthing  you  want.  \\e  make 
digital  telecommunications  equip- 
ment, industrial  lasers,  computer  and 
electronic  components,  ad\'anced 
composite  materials,  automobile 
parts.  You  name  it.  we  make  it. 

i^lVe  encourage  business  growth 
with  e\'er}'thingJrom  skills  de\'elop- 
ment  programs  to  Joint  research 
projects  that  give  Ontario-based  com- 
panies a  big  edge  in  meeting  world 
competition, 

Da\1d  Peterson.  Premier  of  Ontario. 


THE  RE.\SONS  W^Y 

We  welcome  your  business.  Ontario 
has  the  highest  per  capita  exports  of 
any  industrialized  societ>' :  we  live  to 
trade  and  trade  to  Ii\'e. 

.\nd  we  welcome  \-ou.  If  \'ou  aren't 
sourcing  goods  and  ser\-ices  from 
Ontario  alread\',  your  competitors 
probably  are,  because  more  than  88 
per  cent  of  our  exports  are  to  the  f 
United  Slates. 

TechnologN'  thri\'es  in  Ontario. 
Half  of  all  Canadian  research  and 
development  expendiaires  are  made 
in  Ontario,  which  is  home  to  58  per 
cent  of  all  Canadians  working  in 
R&D.  You  benefit  from  their  skills. 

When  Honda  quality-tested  the 
cars  produced  by  its  Ontario,  U.S. 
and  Japanese  manufacturing 
centers,  guess  who  came  out 
on  top? 

Ontario  workers  did. 


ONTARIO  OFFERS . 

•  Skilled  workers,  high-qualit 
products 

•  Well-developed,  modern  incu 
trial  infrastructure 

•  Favorable  exchange  rates,  i 
currency  restrictions 

•  Overnight  delivery  to  the 
central  and  eastern  U  S. 

•  Tariff-free  movement  of  mod 
goods  between  Ontario  ancj 
U.S.  under  the  Free  Trade 
Agreement 


The  Cntanc  Laser  and  Lighnvx  ' 
Research  Center  in  Toronto.  * 


IGH  WITH  ONTARIO 

/ou  fly  in  a  McDonnell  Douglas 
passenger  jet,  Ontario's  high- 
jnufacairing  will  get  you 
Ve  build  many  of  the  compo- 
f  this  advanced  new  aircraft, 
e's  nothing  unusual  in  that, 
nell  Douglas  is  one  of  hun- 
f  leading  U.S.  companies- 
is  another— which  have  found 
!S  sense  to  source  goods  and 
s  in  Ontario. 


re  are  two  world-class  imiver- 
1  Waterloo,  Ontario,  alone, 
e  of  them  has  the  largest 
w  science  and  mathematics 
nent  in  the  world.  We  can 
n  that  enormous  resource,  and 
■  us  serx'c  our  customers  in  the 
Ke  industry,  ff 
A'art, 

t.  Raytheon  Canada  Ltd. 

uary  12  this  year,  the  crew  of 
;huttle  Columbia  used  the 
)-made  "Canadarm"  from  Spar 
iace  to  capture  an  11 -ton, 
t-long  satellite  whirling  in 
Nice  catch! 


cent  of  the  cars  and  trucks 
actured  in  North  America 
ade  in  Ontario. 

)N1ARI0  ADVANTAGE 

iccessible.  There  are  9  daily 
Jlights  from  Boston  to  Toronto, 
Ti  New  York,  4  from  Atlanta 
)s  Angeles,  21  from  Chicago, 
from  Dallas. 

re  close  by.  Almost  half  the 
Dpulation  lives  within  a  day's 
)f  Ontario. 


oston 
New  York 


The  official  language 
is  English.  And  a  fifth  of 
our  people  speak  at  least  one  '^P" 
other  language  as  well. 

There  are  no  tolls  on  Ontario's 
roads  and  highways. 

Call  1-800-637-4118* 

between  9  am  and  9  pm  EST  to  obtain 
more  information  about  Ontario. 

The  Government  of  Ontano  has  a  network  of 
offices  serving  the  needs  of  American  business 
throughout  the  United  States. 
Atlanta 

1 100  Circle  75  Pari\way.  Suite  620, 

Atlanta,  Georgia  30339 

Tel:  (404)  956-1981,  Fax:  (404)  955-5699 

Boston 

800  Boylston  Street,  Suite  4360, 

Boston,  Massachusetts  02199 

Tel:  (617)266-7172,  Fax:  (617)266-0271 

Chicago 

221  North  La  Salle  Street,  Suite  2700, 

Chicago.  Illinois  60601 

Tel:  [i\2)  782-8688,  Fax:  (312)  782-5381 

Dallas 

14901  Quomm  Drive,  Suite  485, 
Dallas,  Texas  75240 

Tel:  (214)  386-8071 ,  Fax:  (214)  991-5159 
Los  Angeles 

700  South  Flower  Street,  Suite  1420, 

Los  Angeles,  California  90017 

Tel:  (213)  622-4302,  Fax:  (213)  623-4695 

New  York 

800  Third  Avenue,  Suite  2800, 

New  York,  New  York  10022 

Tel:  (212)  308-1616,  Fax:  (212)  888-3186 


Or  complete  the  coupon  and  mail 
or  fax  it  to: 

Government  of  Ontario,  Canada 
P.O.  Box  50,  Buffalo,  N.Y.,  14226 
Fax:  (716)  636  9327 

*  For  lounsm  information,  please  call 
1-800-ONTARIO(  1-800-668-2746) 
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Send  me  more  information 
about  Ontario.  . 

I'm  interested  in: 

□  Establishing  operations  in  Ontario. 

□  Sourcing  goods  or  services  from 
Ontario. 

□  Hearing  from  a  representative. 
Name:  


Title:  

Company: 
Address:  _ 


Cit\': 


Zip: 


-  State: . 


Tel:  (  ) 


M  Ontario 


Sports  Business 


I  TENNIS  I 


JENNIFER  CAPRIATI, 
MILLION-DOLLAR  BABY 

America's  13-year-old  tennis  pro  is  already  a  money  machine 


A 


t  an  age  when 
most  girls  are 
pleading  with 
their  parents  to  let 
them  wear  makeup. 
Jennifer  Capriati  v,il\ 
soon  have  her  own 
signature  line  of  cloth- 
ing. That  could  bring 
her  SI  million  a  year 
for  the  next  five 
yeai-s.  She  also  has  a 
contract  with  Prince 
Manufacturing  Co.  to 
use  its  racquets  for 
three  years.  That  is 
worth  another  Si  mil- 
lion. And  more  deals 
are  in  the  air. 

Capriati,  who  won't 
be  14  until  Mar.  29. 
played — and  won — her 
first  professional  ten- 
nis match  on  Mar.  6  at 
a  ^'irginia  Slims  tour- 
nament in  Boca  Raton. 
Fla.  She  eventually 
lost  in  the  tourna- 
ment's final  round  6-4. 
7-5.  to  Gabriela  Sabati- 
ni,  ranked  third  in  the 
world — but  she  did  it 
to  wild  cheers  and  a 
standing  ovation.  With 
feature  stories  in  The 
Xeii:  York  Times.  The 
Xational.  SpoJis  Il- 
lustrated, and  USA  To- 
day, all  before  she 
turned  pro.  she  may 
well  be  the  most  h\-ped  adolcscen:  :e 
male  tennis  player  ever.  She  has  ceitain- 
ly  signed  the  biggest  contracts  before 
turning  pro. 

But  as  far  as  the  American  tennis 
world  is  concerned,  the  more  ink.  the 
beuer.  "Jennifer  is  now  the  great  hope 
for  America."  says  John  Horan.  publish- 
er of  the  newsletter  Sporti?ig  Goods  In- 
telligence. Not  since  Chrissy  Evert 
turned  pro  in  1972  at  age  15  has  a  young 
American  woman  player  demonstrated 
such  potential.  Chris,  incidentally,  is  Ca- 
priati's unofficial  "big  sister."  Brother 
John  Evert  is  Capriati's  business  agent. 


CAPRIATI:  CAN  SHE  AVOID  BURNOUT,  THE  BANE  OF  YOUNG  STARS? 

For  a  L .  S.  tennis  piayer  to  .ana  :ai 
contracts  these  days,  it  helps  to  be 
young  and  unknov^n — and  it  doesn't 
hurt  to  be  cute  and  have  the  ail-Ameri- 
can look.  The  reasons  are  twofold:  First, 
adolescent  stai-s  are  the  ones  who  en- 
courage American  teenagers  to  take  up 
tennis.  Second,  spoiting-goods  market- 
ers like  to  sign  up  players  who  aren't  at 
the  top  but  show  promise  of  getting 
there — and  they  like  to  sign  them  before 
anyone  else  does. 

\\'hy  does  American  women's  tennis 
need  a  superstai*"?  Simple.  Fewer  people, 
particularly  women,  are  placing  tennis 


these  days,  and  they  are  buying  less  ai 
less  tennis  gear.  The  Xational  Sportii 
Goods  Assn.  estimates  that  the  numb 
of  men  and  women  recreational  tenr 
players  in  the  U.  S.  has  dropped  fro 
19.5  million  in  1984  to  17.3  million 
1988.  One  reason  for  the  decline  in  te 
ms  is  increased  competition  from  aei 
bics  and  running.  But  another  is  th 
tennis  seems  to  have  become  dominat 
by  European  players.  Steffi  Graf  is  G< 
man.  Martina  Xa\"rati!ova  is  an  Ame 
can  citizen  but  was  bom  in  Czechoslo> 
kia.  Helena  Sukova  is  Czech,  and  Nata 
Zvereva  is  from  the  Soviet  Unio 
"Wlien  there  isn't  an  American  in  t 
finals,  attendance  is  not  as  great,  a 
attention  not  as  strong."  says  R 
Woods,  player-development  director 
the  U.  S.  Tennis  Assn. 

Although  her  name  is  Italian.  Capri 
is  a  product  of  Florida  and  its  formi( 
ble  tennis  schools.  Her  father  was  a  p: 
fessional  soccer  player  in  Italy  and  H 
l\"vvood  stuntman  before  becoming 
tennis  pro  at  a  Long  Island  countrr  ch 
-\s  a  junior  tennis  player.  Jennifer  ( 
priati  was  %"irtually  unbeatable.  The  I 
question  now  is  whether  she  has  t 
durabilirj-  for  the  pro  circuit.  On  the  w 
to  the  big  time,  injuines  crippled  the 
reei-s  of  potential  superstars  such 
Tracy  Austin  and  Andrea  Jaeger. 
Capriati,  burnout  from  too  much  tea 
and  travel  before  reaching  her  ad 
strength  is  also  a  yery  real  danger. 
GAMBLING  MILLIONS.  Xobody  knows  tl 
c>c::«rr  :r.a:.  cif.ciais  of  Diadora,  1 
Italian  maker  of  sports  shoes  and  app 
el  that  will  offer  the  Capriati  signati 
line.  Gambling  millions  on  a  teenage  i 
to  build  up  a  tiny  market  share — it  \ 
just  Vc  of  the  U.  S.  spon-shoe  marke 
is  not  even."one's  plate  of  pasta.  So  I 
dora  has  a  performance  clause  in  its  c 
tract:  Capriati  gets  a  fixed  lump-s' 
pa\"ment.  but  the  more  she  wins 
more  she  is  paid.  Should  Capriati  n 
among  the  top  three  in  the  Wome 
International  Tennis  Assn.,  she'll  T2 
home  SI  million  a  year. 

"We  have  been  waiting  for  a  g( 
opportunity"  with  a  female  tennis  pi 
er."  explains  Mai'zio  Brombal.  gene 
director  of  Diadora.  "We  do  rea 
that  Jennifer  is  ver>"  young,  and  th« 
fore  she's  a  risk.  But  we  had  to  f 
someone  who  was  going  to  make  woij 
wide  headlines."  ) 

There's  no  question  that  Capri 
did  that  even  before  she  turned  {  . 
Now.  barring  injur.",  she  could  becot 
one  of  tennis'  all-time  marketing  star 
all  before  she's  old  enough  to  dii'- 
a  car. 

By  Antordo  S.  Fiiu  in  Boca  Raton,  f  ;, 
icith  Flavia  Taggiasco  in  Rome 


The  first  company 
to  recognize 
that  people  can 
talK  and  fax 

at  the  same  time. 


With  that  in  mind,  AT&T  introduces  the  industr)''s  first 
vo-line  phone  and  fax  machine.  The  AT&T  9015PE 

It  allows  you  to  send  or  receive  faxes  without  t}ing  up 
le  telephone  line.  While  you're  faxing,  you  can  talk  to  clients, 
r  anyone  you  want.  So  you  can  get  twice  as  much  done. 

The  9015PF  has  the  kind  of  quality  and  reliability  thai 
IS  made  AT&T  business  phones  so  popular  In  fact,  readers 
:  Financial  World  rated  AT&T  #1  for  the  Best  of  Everything 
'uality  Award  in  the  fax  category 

But  in  tlie  unlikeh'  event  that  something  does  go  wrong, 
3u  can  get  assistance  24  hours  a  day  7  days  a  week  by 
tiling  our  special  ser\'ice  "hot  line." 


If  you're  interested  in  more  information  on  our  family  of 
AT&T  fax  machines,  just  call  us  at  1 800  247-1212,  ext  542. 

After  all,  would  you  rather  bu\'  a  fax  machine  from  a 
company  that  recognizes  your  abilities? 
Or  one  that  underestimates  them. 


ATsT 

The  right  choice. 


ersonal  Business 
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Phoning 


GETTING  A  LINE  ON 
LONG-DISTANCE  PHONE  DEALS 


iSi"- 


The  breakup  of  AT&T  six 
years  ago  has  been  a 
boon  to  long-distance 
junkies.  Not  only  have  rates 
plummeted  almost  40'^<-  since 
19S4.  but  the  three  major  car- 
riers— AT&T,  MCI.  and  Sprint — 
are  pro\iding  an  ir.CT'raiirje 
range  of  perks,  j:;- >:..  •.-:.-. 
and  discounts  to  woo  custom- 
ers and  boost  market  share. 

For  the  consumer,  however, 
sorting  through  the  numerous 
offerings  can  be  a  mind- 
numbing  experience.  Compli- 
cating the  process  are  the 
companies'  efforts  to  per- 
suade consumers  that  big  dif- 
ferences exist  in  the  senice 
and  quality  of  connections 
that  each  pro\ides. 

Hard-sell  ads  notwithstand- 
ing, most  customers  can't  see 
any  difference  among  the  con- 
nections of  the  phone  carriers 
these  days.  So  the  real  point 
to  examine  is  price. 
HNE  PRIMT.  But  that's  not  al- 
ways an  easy  matter,  because 
different  plans  calculate  rates 
differently  (chart).  Under  a 
standard  calling  plan,  the 
price  is  based  on  distance, 
time  of  dav.  and  length  of  the 
call. 

Under  a  discount  calling 
plan,  such  as  AT&T's  Reach 
Out  America  or  MCl's  Prime- 
Time,  you  get  an  hour's  worth 
of  calls  for  a  flat  rate;  after 
that,  the  price  is  generally 
based  on  the  time  of  day  and 
the  length  of  the  call.  As  a 
rule,  if  your  calls  run  SIO  or 
more  a  month,  it's  best  to  go 
with  a  discount  plan. 

As  part  of  the  competitive 
spirit,  the  long-distance  carri- 
ers are  eager  to  reward  fre- 
quent phoners.  Under  the 
Sprint  Plus  plan,  if  you  make 
between  S2o  and  S99  worth  of 
calls  in  a  given  month,  you'll 
automatically  get  10""^ 
knocked  off  vour  bill:  if  vou 


maKe  more  than  SlOO  worth, 
the  discount  rises  to  IS^c 
Both  AT&T  and  MCI  also  offer 
"the  more  you  phone,  the  less 
you  pay"  breaks.  Be  sure  to 
read  the  fine  print,  however: 
To  qualify,  you  need  to  run 
up  a  minimum  tab  (Sprint 
Plus  demands  at  least  S8 
worth  a  month). 

One  way  to  stay  on  top  of 
the  action  in  the  phone-rate 
wars  is  to  check  with  the 
Telecommunications  Research 
&  Action  Center,  a  consumer 


group.  IE.\C  pubiisiies  two 
newsletters — one  for  residen- 
tial customers  and  one  for 
business  customers — that 
compare  the  long-distance 
calling  plans.  To  order  a  copy, 
send  SI  (S-5  for  the  business 
version  I  and  a  stamped,  self- 
addressed  envelope  to  TRaC 
(P.  0.  Box  12038.  Washington, 
D.  C.  20005). 

TRAC  has  found  that  U.  S. 
Sprint  was  almost  always 
cheaper  than  MCI  or  AT&T.  In 
one  test.  traC  placed  an  iden- 


tical "basket"  of  m  eaas  ov 
each  company's  discount-ca  r 
ing  plans.  Sprint  Plus  cc 
S26.60,  MCrs  PrimeTime  w  . 
S31.04.  and  AT&T's  Reach  0 
America  was  the  most  exp€ 
sive.  at  S31.66.  With  heaii  . 
usage,  the  difference  w, 
more  pronounced.  For  a  be 
ket  of  303  calls,  the  respecti 
bills  came  to  S243.84,  S265.1 
and  S303.28. 

But  that  doesn't  me 
Sprint  is  always  the  be 
choice.  If  vou  make  a  lot 
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on  Saturday,  MCl's  Su- 
iver  plan  often  works  out 
!  cheaper.  On  some  over- 
routes,  such  as  calls  of 
inutes  or  longer  to  Brit- 
\T&T  generally  beats  out 
vals. 

e  Big  Three  compete  on 
than  just  rates,  howev- 
T&T  says  it  offers  imme- 
credit  for  misdialed  calls 
las  Spanish-language  op- 
ir  assistance.  For  its  part, 
ikes  to  point  out  that  it 
I't  charge  a  fee  if  you 
I  calling  card  from  your 
area. 

n  SERVICE.  There  are 
fun  ways  to  cash  in  on 
long-distance  wars.  MCI 
d  be  attractive  if  you  of- 
ly  Northwest  Airlines  or 
rican  Airlines,  because 
bers  of  those  frequent- 
clubs  get  five  bonus 
for  each  $1  spent  on  MCl 
ce.  MCI  is  also  offering 
^50,000  members  of  the 
rican  Bar  Assn.  5%  to 


107c  off  their  monthly  long- 
distance bills  if  they  sign  up. 

Sprint,  too,  has  a  frequent- 
flyer  deal,  with  Continental 
Airlines'  OnePass.  If  you  do 
not  currently  subscribe  to 
Sprint  and  you  are  a  member 
of  OnePass,  you  can  now  cash 
in  5,000  miles  for  $75  worth  of 
free  calling — after  you've 
been  with  Sprint  for  three 
months. 

Sprint  is  also  mimicking  the 
airlines'  marketing  ploys  with 
a  frequent-caller  program 
dubbed  Caller's  Plus.  Custom- 
ers earn  10  bonus  points  for 
each  $1  worth  of  calls,  with 
the  points-per-dollar  increas- 
ing the  longer  you  stay  with 
the  program.  The  points  can 
be  exchanged  for  a  variety  of 
prizes.  For  75,000  points,  you 
can  choose  among  $700  worth 
of  free  calling,  five  nights  at 
a  Radisson  Hotel,  or  a  19- 
piece  Dunlop  golf  set. 

Although  still  the  market 
leader,  AT&T  is  getting  more 


aggressive  in  playing  the  pro- 
motional game.  In  the  last 
few  months,  it  has  been  offer- 
ing discounts  to  heavy  con- 
sumers of  Post  cereals,  for  in- 
stance. It  has  also  been 
sending  letters  to  people  who 
have  just  moved,  asking  them 
to  sign  up  for  AT&T,  HBO,  or 
both.   Signing  up   for  AT&T 


You  can  save 
by  taking  advantage 
of  sign-up  offers 


brings  a  gift  certificate  for  a 
$10  rebate  off  the  first 
month's  HBO  bill.  HBO  returns 
the  favor  if  you  sign  up  for 
its  service. 

Among  the  best  deals  are 
special  sign-up  promotions. 
All  you  have  to  do  is  switch 
carriers  at  the  right  time  to 
benefit.  In  the  past,  the  $5 


that  local  phone  companies 
charge  for  changing  carriers 
discouraged  such  carrier-hop- 
ping, but  now  the  long-dis- 
tance companies  are  generally 
happy  to  pick  up  the  tab. 

Last  year,  for  instance,  MCI 
offered  an  hour  of  free  call- 
ing to  those  who  joined  its 
PrimeTime  plan.  If  you 
switched  to  Sprint  after  the 
hour  was  used  up,  you  could 
have  received  a  $25  credit — if 
you  stayed  with  that  company 
for  at  least  three  months.  Af- 
ter that,  switching  back  to 
MCI  would  have  brought  an- 
other hour  of  free  calls.  While 
the  specific  promotions  may 
change  slightly  this  year,  the 
basic  strategy  still  works. 

Alternating  long-distance 
plans  definitely  offers  savings 
if  you're  a  frequent  phoner. 
Not  to  mention  the  satisfac- 
tion of  knowing  that,  as  the 
phone  wars  rage,  you  are 
getting  your  share  of  the 
spoils.  Mar/i  Lewyn 


Music 


SEARCH  OF 
FRULY 

!AND  PIANO? 


|he   idea  of  a  parlor 
graced  by  a  fine  piano 
may   seem   a  quaint 
ironism.  Yet  grand  piano 

have  risen  by  almost 
in  the  past  five  years,  to 
id  39,000  units."  Dealers 
•t  that  many  of  the  buy- 
ire  not  parents  of  young 
fuls,  but  adults  who  want 
aster  (or  resume)  the  art 
aking  music, 
t  choosing  a  grand  piano, 
jposed  to  a  more  plebeian 
;ht,  can  be  intimidating, 
best  ones  rival  a  Mer- 
>-Benz  in  cost,  and  the 

may  seem  doubly  ex- 
igant  if  you  suspect  that 
er  you  nor  your  child  will 
he  next  Vladimir  Horo- 
Compared  with  uprights, 
;ver,  grands  sound  richer 
have  more  responsive 
oards — as  well  as  a  more 
Stic  look. 

e  top  name  in  pianos  re- 
s  Steinway  &  Sons,  and 


NEW  STEINWAYS  COST  UP  TO  $58,700— BUT  CAN  APPRECIATE  IN  VALUE 


you  pay  for  both  the  quality 
and  the  reputation  of  this  13'7- 
year-old  New  York  maker. 
Steinway  grands  range  in 
price  from  $20,500  for  a  five- 
foot-one-inch  baby  grand,  to 
$58,700  for  the  most  expen- 
sive, nine-foot  concert  model. 
SNOB  APPEAL.  Although  Stein- 
way dominates  the  market, 
other  American  brands  such 
as  Baldwin  have  their  fans. 
Beckstein  and  Bosendorfer, 
both  German,  are  renowned 


for  their  sweet  tone  and  but- 
tery feel.  Both  are  more  cost- 
ly than  Steinways,  but  some 
pianists  attribute  that  to  Eu- 
ropean snob  appeal  rather 
than  better  quality. 

A  few  steps  down  the  scale 
are  the  Japanese  and  Korean 
makers,  who  are  making  huge 
inroads  into  the  American 
market.  Starting  as  low  as 
$6,000,  Asian  pianos  are  vast- 
ly more  affordable.  To  most 
ears,   they   offer  a  clean 


sound — although  some 
pianists  claim  that,  be- 
cause of  less  experi- 
enced craftsmen,  these 
largely  machine-made  in- 
struments sound  shallow 
compared  with  hand-as- 
sembled Steinways. 
Among  the  Asians,  Ya- 
maha has  an  excellent 
reputation;  Kawai  is 
gaining  respect. 

No  two  pianos  sound 
alike.  So  when  visiting 
the  showroom,  spend  10 
minutes  or  so  with  each 
of  several  instruments. 
Don't  be  bashful.  Run 
your  finger  across  the 
keyboard  to  test  every 
note.  Bang  a  little  to 
check  the  sound's  depth. 
And  let  the  dealer  take  a 
turn  playing  while  you 
listen  to  how  the  sound  trav- 
els across  the  room. 

Grand  pianos  have  remark- 
ably good  resale  value.  A  five- 
foot-seven-inch  Steinway,  for 
example,  that  cost  $5,920  in 
1975  fetches  $12,000  today— in 
top  condition.  Steinways  ap- 
preciate the  most,  but  others 
will  at  least  hold  their  value. 
So  if  your  budding  prodigy  ul- 
timately prefers  to  play  Nin- 
tendo, you  won't  be  out  of 
pocket.  Andrea  Rothman 
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The  Law 


AN  OUNCE  OF 
LEGAL 

PREVENTION 


Lawyers  are  like  dentists: 
We  avoid  them  until  di- 
saster strikes.  Often, 
the  worst  procrastinators  are 
small-business  owners  and  en- 
trepreneurs who  find  it  too 
costly  to  keep  lawyers  on 
staff  or  on  retainer.  More  and 
more,  though,  small  compa- 
nies are  taking  the  offensive 
by  embracing  a  practice 
known  as  preventive  law. 
"It's  like  going  to  the  physi- 
cian for  a  checkup  every 
year,"  says  Doak  Jacoway, 
founder  of  Jacoway  Financial 
Corp.,  a  two-man  Denver  in- 
vestment firm. 

Preventive  law  is  not  a  new 
concept,  but  it's  catching  on 
with  small  businesses  for  a 
reason:  It  helps  avoid  law- 
suits, bankruptcy,  or  even  liq- 
uidation by  spotting  problems 
before  they  get  out  of  hand. 
"Small  companies  need  it 
even  more  than  big  ones," 
savs  Kenneth  Ross,  head  of 


the  preventive-law  group  at 
Minneapolis'  Popham,  Haik, 
Schnobrich  &  Kaufman. 
"Even  one  problem  could  real- 
ly cause  them  great  harm." 

The  wellness  approach,  as 
some  lawyers  describe  it,  in- 
cludes everything  from  scan- 
ning employee  handbooks  for 
misleading  phrasing  to  decid- 
ing what  to  put  on  product- 
warning  labels.  Ned  A.  Minor, 


Jacoway's  lawyer,  charges 
about  $330  for  a  two-hour 
yearend  planning  meeting. 
Along  with  the  client  and  the 
client's  accountant.  Minor  re- 
views the  company's  business 
plan  and  tiix  status  to  make 
sure  they  comply  with  appli- 
cable state  and  federal  laws. 
Over  the  years,  says  Minor, 
he  has  uncovered  several  le- 
gal time  bombs,  including 


rusty  estate  plans,  poor 
drafted  contracts,  no  corp 
rate  minutes,  and  the  absen 
of  noncompetition  clauses  fi 
key  employees. 
HOUSE  CALLS.  Local  bar  ass 
ciations  or  law  schools  c{ 
usually  recommend  attorne 
who  practice  preventive  law 
some  of  whom  even  mal 
house  calls.  Gilbert  N.  Kj 
ger,  a  lawyer  in  Irvine,  Call 
conducts  "legal  audits' 
businesses  with  annual  rev 
nues  of  $.5  million  to  $40  m 
lion,  or  until  they're  b 
enough  to  afford  an  in-hou 
attorney.  For  about  $3,000 
day,  Kruger  and  an  associa 
pore  through  files  for  sampl 
of  memos,  contracts,  ai 
forms  and  interview  key  p( 
sonnel.  Then  they  prepare 
memo  outlining  problems  a 
recommending  changes, 
well  as  an  approximate  cc 
of  those  changes.  He'll  su 
gest  a  followup  exam  in  6 
12  months. 

A  lawyer's  fees  can  set 
expensive  when  there's 
specific  problem  brewin 
And  a  legal  checkup  can 
suit  in  a  clean  bill  of  heal 
Nevertheless,  the  $3,000 
executive  spends  today  coi 
save  a  hundred  times  tl 
tomorrow.  Michclc  Gai 


Concerns  over  rising  inter- 
est rates,  quality  of  as- 
sets, and  bottom-line  perfor- 
mance have  made  bank 
stocks  an  unpopular  bunch  in 
recent  months.  But  if  inves- 
tors sift  among  smaller,  re- 
gional banks,  they  can  find 
some  sound,  low-risk  picks. 

Late  last  year,  Paine- 
Webber's  Thomas  Brown  be- 
gan urging  investors  to  load 
up  their  portfolios  with  se- 
lected regional  bank  stocks 
"on  the  basis  that  there  are 
worthy  values  out  there."  He 
notes  that  PaineWebber's  in- 
dex of  40  regionals  has  an 
average  dividend  yield  of 
4.8' f — well  above  the  3.5'''  of 
the  S&P  500. 

For  Brown,  the  best  exam- 
ple of  the  "safer  financials" 
is  Norwest,  based  in  Minne- 
apolis. "Construction  loans 
are  only  4%  of  total  loans; 
highly  leveraged  transaction 
loans  only  make  up  2'  f,  and 
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Smart  Monev 


NOT  ALL  BANK  STOCKS 
DESERVE  THE  COLD  SHOULDER 


they're  located  in  the  Mid- 
west, where  the  economy  is 
relatively  strong,"  he  says. 

Another  bank  popular  with 
analysts  is  State  Street  Bos- 
ton, but  they  hardly  think  of 
it  as  a  bank  stock.  "It's  more 
of  a  fee-generating,  finan- 


ANALYSTS'  FAVORITES 


Current 
share  price 

Price- 
earnings 
ratio 

CORESTATES 

40  V8 

7.8 

MERCANTILE 
BANKSHARES 

241/4 

9.2 

NORWEST 

19 1/2 

7.0 

S&P  500 

14.1 

*Bosed  on  projected  1990  earnings 
DATA  SMITH  BARNEY.  PAINEWEBBER 


cial-services  company,"  says 
Raimundo  Archibold  Jr.  of 
Fox-Pitt  Kelton  in  New 
York.  State  Street  is  heavily 
involved  in  securities  and 
trust-processing  operations, 
which  furnish  about  70''<  of 
its  gross  revenues. 
TiGHTFiSTED.  A  key  element 
of  these  banks'  appeal  is 
their  conservative  lending 
practices.  Lacy  Shockley,  an 
analyst  at  Smith  Barney, 
Harris  Upham,  favors  Mer- 
cantile Bankshares,  an  18- 
bank  chain  headquartered  in 
Baltimore.  She  notes  that 
Mercantile  shies  away  from 
leveraged-buyout  transac- 
tions, loans  to  developing 


countries,  and  risky  coi 
struction  deals.  When  il 
banks  do  lend,  manag- 
ment's  ties  to  the  communit 
mean  "they  know  the  peop 
they  lend  to,"  says  Shockle; 

Analysts  also  like  Cor 
States  Financial  in  Philade 
phia.  James  McDermott.  ( 
Keefe,  Bruyette  &  Wood 
points  to  its  "tremendous 
balance  sheet,  superior  ma 
agement,  and  diversified  i 
come  stream.  Half  tl 
bank's  income  is  from  fee 
such  as  those  for  processir 
transactions  from  teller  m 
chines  and  credit  cards. 

The  general  erosion 
bank  share  prices  maki 
these  regionals  good  buys  t 
day,  say  analysts.  But  it  mi, 
take  a  while  for  the  stocks 
pay  off.  Warns  Shockle 
"We're  waiting  for  a  chanj 
in  market  psychology,  ai 
who  knows  when  that  w 
happen'?"      Suzanne  Wooll 
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Electronics 


NCERT-HALl  SOUND 
U  CAN  TAKE  ANYWHERE 


irst  there  was  the  Walk- 
man. Then  came  the 
compact-disk  player, 
then  came  the  inevitable 
ination — the  portable  CD 
■r.  The  first  models  of- 
impeccably  crisp  stereo 
i — in  an  expensive,  deli- 
package.  But  now,  with 
r  prices  and  high-tech 
res,  a  new  generation  is 
ng  its  way  into  the 
s  and  ears  of  discerning 
:  lovers, 
ny's  Discman, 
hat  started  it 
lade  its 


you  turn  up  your  nose  at 
tapes  and  radios.  It  can  even 
make  high-quality  car  stereos 
sound  flat. 

Although  you  may  see 
some  portables  advertised  for 
$100  or  less,  these  tend  to  be 
cheapo,  discontinued  models 
from  a  liquidator.  Since  their 
introduction,  portables' 
prices  have 


liquid-crystal  display.  This  is 
one  portable  whose  price  does 
reflect  enhanced  performance: 
The  D-555  uses  an  advanced 
computer  chip  to  create  audio 
effects  such  as  enhanced  bass 
and  surround  sound  that  is 
used  with  four-speaker  sys- 
tems. 

Dramatically  improved 
sound  comes  at  a  cost, 
though.  Because  the  CD  spins 
constantly  at  high  speeds, 
battery  life  is  a  short  six 
hours.  Most  models  come  with 
rechargeable  batteries. 

Some  of  the  first  genera- 


debut  in  1984. 
y,  players  are  available 
most  of  the  major  elec- 
cs  manufacturers,  includ- 
Panasonic,  Technics,  To- 
i,  and  Kenwood.  With 
•  elegant  design  and 
rdense  circuitry,  they 
gadgetry  to  an  art  form, 
rtables,  which  play  music 
the  standard  5-inch  CD, 
;  like  their  full-size  cous- 
A  laser  beam  reads  digi- 
iformation  from  the  disk, 
h  spins  at  200  to  500  revo- 
ns  per  minute.  A  tiny 
mter  chip,  powered  by  an 
adapter  or  batteries, 
;lates  the  digital  informa- 
into  music. 

;y  features.  What's 
'Ang  is  that  this  basic  CD 
lology  comes  in  a  pack- 
that  weighs  about  a 
id  and  is  smaller  than 
y  paperback  books.  And 
sound  quality  will  cause 


range, 

iphones.  But  as  far  as 
the  sound  goes,  "you  can't 
tell  the  difference  between 
the  top  end  and  low  end," 
says  Michael  Riggs,  Stereo 
Review  editor-at-large.  In- 
stead, paying  top  dollar  is 
more  likely  to  buy  features 
such  as  built-in  radios,  remote 
control,  or  a  single  button 
that  lets  you  play,  stop,  fast- 
forward,  skip,  and  adjust  vol- 
ume— all  without  removing 
the  player  from  its  case. 

For  example,  the  Technics 
SL-XP2  ($250)  uses  a  one-but- 
ton remote  on  its  headphone 
wire.  The  $300  Toshiba  XR- 
9437  comes  with  an  am/fm 
tuner  built  in.  The  $400  To- 
shiba XR-9459  comes  with  a 
pedestal  that  doubles  as  an 
a.c.  power  connector  and  a 
wireless  remote-control 
"clicker." 

The  top-of-the-line  Sony,  the 
$450  D-555,  boasts  a  graphic 
equalizer  with  a  readout  on  a 


tion  of  players  were  so  sensi- 
tive that  they  would  skip  even 
if  you  just  set  them  down  on 
a  table.  The  new  breed  is  har- 
dier but  still  has  a  tendency  to 
shut  down  momentarily  when 
jostled.  That  makes  them  a 
poor  choice  for  musical  dis- 
traction when  jogging,  a  fa- 
vorite use  of  portable  tape 
players. 

GOING  MOBILE.  But  that 
doesn't  stop  them  from  work- 
ing well  in  a  car,  probably 
their  single  most  popular  use: 
Sony  estimates  that  one-third 


Worth  Noting 

■  CRACKED  CODE.  If  you  rou- 
tinely speed-dial  or  fax  to 
London,  prepare  to  repro- 
gram  your  phone.  On  Sun- 
day, May  6,  at  12:01  a.m. 
there,  the  central  London 
code  changes  from  its  pres- 
ent 01  to  71;  outer  London 
becomes  81. 

■  PLAY'S  THE  THING.  The 

Gypsy  Road  Company's  21st 
Century  Playwrights  Festi- 
val (212  888-2597),  a  nonprof- 
it theater  group,  encourages 


of  its  buyers  connect  their 
players  to  car  stereos.  A  $40 
mounted  shock  plate  mini- 
mizes road  vibrations  and  con- 
nects the  portable  player  to 
the  cigarette  lighter  for  pow- 
er. While  high-end  car  stereos 
come  with  a  jack  for  a  CD 
player,  most  systems  require 
the  additional  purchase  of  a 
$30  adapter.  When  inserted  in 
a  car's  tape  player,  the  adapt- 
er— which  resembles  an  au- 
diocassette — pumps  digital 
sound  from  the  CD  player's 
headphone  jack  into  the  car's 
stereo  system. 
Sensitive  ears  will  note 
"There's  a  little 
bit  of  hiss  be- 
cause of  the 
strange  connec- 
tion," says  Kevin 
Brunkhorst  of 
Sound  Future,  a 
CD  outlet  in  Dal- 
las. Otherwise, 
CD  sound  on  the 
road  is  unbeat- 
able. And  even 
with  the  added 
cost  of  the  adapt- 
er and  plate,  a 
portable  costs  less 
than  a  permanent 
in-dash  CD  system,  which  can 
go  for  as  much  as  $950. 

These  CD  players  do  well  in 
the  great  outdoors,  too.  A 
pair  of  battery-powered 
"bookshelf"  speakers,  which 
cost  about  $130,  creates  a  mo- 
bile CD  sound  system  for 
camping  or  poolside.  Or  plug 
one  into  your  home  stereo. 
With  features  and  sound  that 
rival  full-size  models,  you 
could  very  well  be  tempted  to 
keep  this  portable  player  at 
home.  Jim  Bartimo 


undergrad  and  graduate  stu- 
dents to  submit  full-length 
and  one-act  plays  by  May  15. 
Three  winners  in  each  cate- 
gory will  be  produced  in 
New  York  in  1991. 
■  ATLAS  LUGGED.  For  travel- 
ing and  trading  abroad:  The 
Atlas  of  Global  Trade  ($25 
from  Women's  World  Bank- 
ing, a  nonprofit  financial  in- 
stitution for  businesswomen 
212  953-2390)  tells  executives 
what  documents  they'll  need, 
what  tariffs  to  pay,  and 
where  the  free-trade  zones 
are. 
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Company 
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Anritsu  Corporation 
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Infiniti  Luxury  Cars 

15.  Lufthansa  German 
Airlines 

16.  MCI  Communications 
Corporation 

17.  Manila  Hotel 

18.  NEC  America  Facsimile 
Division 

19.  Navistar 

20.  Omron  Corporation 

21.  Peninsula  Hotel 

22.  Schott  Corporation 

23.  Sears  Business  Centers 

24.  Software  Publishing 

25.  SwissAir 

26.  Trans  World  Airlines 

27.  Universal  Data  Systems 
(UDS) 

28.  Volvo  Cars  of  North 
America 

29.  Zenith  Data  Systems 

AREA  DEVELOPMENT 

30.  Economic  Development 
Board  of  Singapore 

31.  Government  of  Ontario 
Canada 

32.  Virginia  Port  Authority 


lex  to  C 

omDanies 

K 

renney  (J.L.)  Oz 

:)ex  gives  the  starting  page  for  a  story  or  fea- 
th  a  significant  reference  to  a  compony.  Most 

Keefe,  Bruyefte  & 
Woods  108 

PepsiCo  100 
Philip  Morris  100 

ories  are  indexed  under  ttieir  own  names, 
nies  listed  only  in  tables  are  not  included. 

Kelly-Springfield  56 
Kenwood  113 

Pillsbury  44 

Epson  America  90 

Kraft  General  Foods  100, 

Pirelli  56 

aboratories  34 

F 

101 

Prince  Monutocturmg  104 

Procter  &  Gamble  42,  44, 
100,  101 

Freigfit  62 

Federal  Express  62,  84 

L 

ent-a-Car  37 

Firestone  56 

Ladbroke  Group  40 

R 

y  Ludlum  44 

Firsf  Executive  47 

Fitch  Investors  Service  84 

Los  Angeles  Cellular 
Telephone  36 

in 

Rockwell  International  44 

6,  90 

Flying  Ttger  Line  84 
rora         i  i  o 

Louis  Harris  & 
Associates  76 

Loi  Logic  VU 

Rorer  Group  44 

s 

>mical  101 

Fox-Pitt  Kelton  108 

Saob-Sconio  78 

},  106 

Frito-Lay  101 

Lucky  Stores  100 

Saatchi  &  Sootchi  44 

Froley  Revy  Investment  40 

M 

Santa  Fe  Pacific  88 

M.D.  Sass  Investors 
Services  40 

tanks  38 

Fujitsu  90 

Sora  Lee  48,  100 

o 

G 

Mazda  94 

Seibu  Saison  40 

3ne  56 
5rman  48 

Gallo  37 

General  Development  44 

McCaw  Cellulor 
Communications  36 

Seiko  Epson  90 
Sheorson  Lehman 

ng  44 

Georgia-Pacific  66,  84 

McDonald's  66 

Hutton  40 

n  Air  Express  62 

GM  37,48,78,94,  118 

MCI  106 

Smith  Barney  108 

Goodyear  56 

Merck  44 

Sony  92,  113 

Grand  Metropolitan  44 

Great  Northern 
Nekoosa  84 

World  40 
1  Soup  100 

Mesa  Limited 
Partnership  84 

Specialty  Materials  44 
Sprint  106 

J  88 

Groupe  Bull  90 

Michelin  56 

Standard  &  Poor's  84 

xds  118 

H 

MIPS  Computer 
Systems  90 

State  Street  Boston  108 

6 

Hal  Riney  8.  Partners  37 

Mitel  90 

Steinwoy  &  Sons  107 

Q  42 
47 

3  Pictures  118 

Hallwood  Energy 
Partners  88 

HBO  106 

Heinz(H.J.)  118 

Henry  Ford  Health  Care  72 

Hewlett-Packard  62,92, 
99 

Mitsubishi  Estate  40 
Monsanto  100 
Moody's  Investors 

Sun  Microsystems  92 
Superior  Tire  56 

T 

90 

ated 
ways  62 

TOl  90 

Service  36,  38,  84 
Moron  &  Associates  36 
Motorola  *lo,  oo,  1  to 

Technics  113 

Texas  Instruments  48 

The  Limited  88 

ire  56 

Hilton  International  40 

Mutual  of  New  York  86 

3M  48 

es  Financial  108 

Hitachi  90 

N 

Times  Mirror  39 

HNSX  Supercomputers  92 

NEC  90,92 

Tires  Inc.  56 

eorch  92 

Hovnonian  (K.)  84 
Hubbard  Broadcosting  10 

1 

Northern  Telecom  90 
Northern  Trust  70 

Toshiba  90,  113 
Toyota  94 

^os  IvU 

Northrop  44 

Tribune  39 

IBM  66,  118 

Norwest  108 

Integrated  Resources  84, 

M  1  itrn  ^w^ifit  im 

u 

e  42 

86 

UAL  40 

104 

Intel  48,90 

O 

Ugine  44 

quipment  90,  92 

Inter-Continental  Hotels  40 

Occidental  Petroleum  35 

Unilever  101 

International  Paper  48 

Olympio  &  York 
Developments  88 

Ovonic  Imaging 
Systems  99 

Uniroyal  Goodrich  56 

;alty  40 
Or  Lines  47 

Isuzu  78 
Itel  88 

United  Parcel  Service  62 
Upjohn  66 

ational  40 

J 

Electric  48 

evelopment 
>  88 

J&L  Specialty  Products  44 

P 

V 

JMB  Realty  40 

Johnson  &  Johnson  44,  66 

PocTel  Cellular  36 
Paine  Webber  108 

Value  Line  86 
W 

nn  101 

Johnson  Worldwide  118 

Panasonic  92,  113 

Westin  40 

ASTERWORKS 


^33 

i 


COLLEOION 
FTHE  FINEST 
ELS  AND  RESORTS 
NTHEWORLD 


Beverly  Hills.  CA 
VErmitage 

Los  Angeles,  CA 

San  Francisco,  CA 
Jhe  Huntington 
The  Sherman  House 

Carmel,  CA 
The  Highlands  Inn 

Napa  Valley,  CA 
Meadowood  Resort 
Auberge  du  Soleil 
Del  Mar,  CA 
Inn  L'Auberge  Del  Mar 
Rancho  Sania  Fe,  CA 
iohn  Gardiner's 
Rancho  Valencia 
Santa  Barbara,  CA 
San  \sidro  Ranch 
Sedona,  AZ 
Enchantment 
Vail  Valley,  CO 
The  Lodge  at  Cordillera 
Denver,  CO 
The  Burnsley 
Minneapolis,  MN 
The  Whitney 


Saint  Louis,  MO 
Hotel  Majestic 
San  Antonio,  TX 
The  Fairmount 

Houston.  TX 
The  Lancaster 
New  Orleans,  LA 
Maison  de  Vllle 

Boston.  MA 
Boston  Harbor  Hotel 

New  York,  NV 
The  Lowell 
Washington.  DC 
The  \efferson 
Coconut  Grove,  FL 
Mayfair  House 
Florida  Keys 
Little  Palm  island 
Checca  Lodge 

Vevey,  Switzerland 
Le  Mirador 
Pans,  France 
Hotfl  Balzac 
Mexico 
Villas  Quinta  Real 
Quinta  Real  Guadalajara 


For  a  complimentdry  directory,  write 
SMALL  LUXURY  HOTELS  &  RESORTS 

i  il  S  Robertsion  Blvd   #202  Beverly  Hills  CA  402  I  I 


Reservations:  (800)  345-3457 
Airline  Access  Code:  LX 


Ricoh 

Where  Imagination  Becomes  Reality 


FAX  WOOL 


Imagination  aeates  the  blueprint  for 
reality.  For  over  50  years,  Ricoh  has  been 
using  its  imagination  to  make  a  wide  range  of 
innovative  products  become  a  reality  Our  passionate 
commitment  to  research  and  development  has  led  to  more 
than  2,000  international  patents.  Plus  breakthroughs  in  fields 
as  diverse  as  image  processing,  digital  communications,  ais- 
tomized  semiconductors,  and  artificial  intelligence. 

Current  realizarion  of  Ricoh's  imagination  lives  in  our  high 
speed  digital  fax  machines  and  copiers.  Not  to  mention  our  new  Digital 
Intelligent  System— which  unites  fax,  copier  and  printer  technologies  in  one 

machine.  Such  advanced  office  equipment  allows 
you  to  put  your  imagination  to  work  on  running 
your  business  instead  of  your  office. 

Transforming  imagination  into  reality  has 
y  fueled  Ricoh's  rise  into  the  top  200  of  the 

FORTUNE  International  500.  Because  when 
you  create  the  products  of  imagination  busi- 
nesses need,  success  becomes  a  reality. 


DS320* 
Digital  Intellii 


gent 


FT5590* 

High  Performance  Copier 


'  Shown  with  optional  equipment 
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't  keep  a  good  dollar 
lespite  central  bank  inter- 
the  greenback  continues 
fciote,  especially  against 
jnese  yen.  That's  bringing 
the  Tokyo  stock  market, 
St  another  1,000  points, 
over  the  past  week.  The 
strength  bolsters  U.  S. 
"he  Dow  moved  up  0.7%, 
ill  companies  added  1.1  % 
•■eek's  2%  gain.  Technol- 
h,  with  consumer  cyclicals 
airlines,  autos,  and  retail- 
or behind. 
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345         1 500 
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325  900 
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Mar.  8-14  Mgr.      Sept.      Mar.     Mgr.  8-14 

1320      no  I 


Shearson  Lehman 
Treasury  Index 


1290  100 

1276  53 

1260  90 


1200  70 


J.  P.  Morgan 
Index 


52-week  change 
I  13.6% 


52-week  change 
1  4.0% 


1  -week  change 
-0.3% 


52-week  change 
-Hl.0% 


1  -week  chgnge 
t  0.2% 


IKET  ANALYSIS 


rocKS 


latest 


%  change 
Week  52-week 


)NES  INDUSTRIALS 

2687.8 

0.7 

15.8 

V^PANIES  (Russell  1000) 

176.1 

0.0 

12.3 

COMPANItS  (Russell  2000) 

162.7 

1.1 

2.7 

V\PANIES  (Russell  3000) 

187.9 

0.1 

1 1.5 

%  change  (local  currency) 

N  STOCKS 

Latest 

Week 

52-week 

1  (FINANCIAL  TIMES  100) 

2226.1 

-0.2 

4.9 

(NIKKEI  INDEX) 

32,352.1 

-3.0 

0.8 

0  (TSE  COMPOSITE) 

3734.6 

0.2 

3.1 

USTRY  GROUPS  1 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

8.2% 

8.2% 

9.0% 

30-YEAR  TREASURY  BOND  YIELD 

8.6% 

8.6% 

9.1  % 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.3%, 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

14.7 

14.7 

1 1.9 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

341.6 

342.0 

Negative 

Stocks  above  26-week  moving  overage 

31.7% 

30.6% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.35 

0.32 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

0.79 

0.82 

Positive 

BRIDGE  INFORMATION  SYSTEMS  INC 


WEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


5P0RTATI0N  SERVICES 

14.4 

-5.8 

FEDERAL  EXPRESS 

17.7 

10.3 

54% 

^ES 

13.7 

6.6 

USAIR  GROUP 

21.6 

-25.1 

30 1/4 

i 

13.2 

34.0 

NIKE 

16.6 

85.0 

61  V2 

LS 

1 1.2 

-0.8 

INCO 

16.8 

-16.4 

26  Va 

ALTY  RETAILERS 

10.2 

26.3 

TJX 

20.5 

-34.5 

16% 

WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

MINING 

-8.3 

28.5 

ECHO  BAY  MINES 

-19.5 

0.0 

16 

LS  AND  MOTELS 

-5.5 

2.2 

HILTON  HOTELS 

-19.9 

2.5 

51% 

tANCE  BROKERS 

-4.7 

16.8 

MARSH  &  McLENNAN 

-6.3 

20.0 

71  1/4 

S 

-4.4 

21.9 

PFIZER 

-12.1 

8.2 

59  y4 

UMENTATION 

-3.2 

-16.9 

TEKTRONIX 

-15.5 

-39.8 

13% 

rUAL  FUNDS 


ts 

ek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

ITY  SELECT  COMPUTERS 

10.2 

STRATEGIC  INVESTMENTS 

-28.7 

SMALL  CAPITALIZATION 

8.5 

UNITED  SERVICES  GOLD  SHARES 

-21.8 

TY  STRATEGIES 

7.9 

INTERNATIONAL  INVESTORS 

-17.9 

(  Iota!  return 

% 

52-week  total  return 

% 

JTY  SELECT  ENERGY  SERVICE 
R  SMALL  CAPITALIZATION 
JAPAN  GROWTH 

51.2 
44.2 
43.9 

PRUDENT  SPECULATOR  LEVERAGED 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

ROCHESTER  GROWTH 

-22.6 
-18.1 
-10.5 

S&P  500 
4-week  lotoi  fetun 


MORNINGSTAR  INC 


^  Average  fund 


52-week  total  return 


ATIVE  PORTFOIIOS 


DATA  RESOURCES  INC 


amounts 
jnt  the  present 
if  $10,000 
id  one  year 
each  portfolio 

□ges  indicate 
/  total  returns 


U.  S.  stocks 
$11,785 

+  2.32% 


Treasury  bonds 
$1 1,303 

-1.50% 


nil 


Money  market  fund 
$10,734 

+  0.15% 


Foreign  stocks 
$10,350 

-3.48% 


Gold 
$10,095 

-2.00% 


on  this  page  are  as  of 
groups  include  S&P  500  • 


larket  close  Wednesday,  Mar.  14,  1990,  unless  otherwise  indicated, 
ompanies  only;  performance  and  share  prices  are  as  of  market  close 


Mar.  13.  Mutual  fund  returns  are  . 
detailed  explanation  of  this  page  i 


s  of  Mar.  9.  Relative  portfolios  ore  valued  as 
ovailoble  on  request. 


of  Mar.  13   A  more 
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ROSTY'S  PLAN  IS  GOOD— 
BUT  NOT  PERFECT 


louse  Ways  &  Means  Committee  Chairman  Dan  Ros- 
tenkowski  has  done  the  nation  a  service.  By  coming 
I  up  with  a  serious  and  comprehensive  plan  to  wipe 
out  the  budget  deficit,  he  has  moved  the  debate  off  the 
dime.  And  the  Illinois  Democrat  threw  down  a  challenge  to 
both  the  Bush  Administration  and  his  Capitol  Hill  colleagues 
to  stop  playing  silly  budgetary  and  political  games  and  to 
get  on  with  the  job. 

The  Rostenkowski  plan  has  much  to  commend  it.  Obvious- 
ly, only  a  mix  of  tax  increases  and  spending  cuts  can  elimi- 
nate the  current  $150  billion  shortfall.  Significant  deficit 
reduction  is  difficult,  if  not  impossible,  as  long  as  Social 
Security,  the  largest  single  federal  program,  is  exempted. 

But  we  must  keep  in  mind  why  reducing  the  deficit  is 
important.  The  need  is  not  a  balanced  budget  for  its  own 
sake,  but  to  foster  increased  savings  and  investment  to 
boost  U.  S.  international  competitiveness.  To  that  end,  the 
deficit  reduction  must  be  designed  both  to  reduce  the  gov- 
ernment's demands  on  scarce  investment  funds  and  to  en- 
courage private  savings. 

It  would  be  a  mistake  to  raise  marginal  tax  rates  on  the 
segment  of  the  population  best  able  to  save  and  invest. 
Therefore,  Rostenkowski's  proposal  to  end  the  stepdown 
from  a  33%  to  a  289''  marginal  tax  rate  for  the  highest- 
income  taxpayers  is  misguided.  It  would  be  better  to  rely 
more  heavily  on  excise  taxes,  which  discourage  consumption 
rather  than  savings.  In  particular,  the  U.  S.  can  certainly 
absorb  an  increase  in  the  federal  gasoline  tax  of  more  than 
the  15(t:  a  gallon  that  Rostenkowski  proposes. 

Social  Security  must  take  a  hit,  but  the  way  Rostenkowski 
would  do  it — a  one-year  freeze  in  cost-of-living  adjust- 
ments— would  fall  most  heavily  on  the  elderly  poor.  It  would 
be  far  better  to  increase  revenues  by  making  all  Social 
Security  benefits  above  a  threshold  subject  to  the  income 
tax.  But  our  reservations  about  particulars  don't  lessen  our 
admiration  for  the  boldness  of  the  plan,  which  fixes  the 
discussion  on  a  serious  and  responsible  track. 


THE  G-7  SHOULD  DO  MORE 
THAN  TRADE  CURRENCY 


E 


jver  since  its  founding  at  the  Plaza  Hotel  in  1985,  the 
Group  of  Seven  industrial  nations  has  run  the  risk  of 
I  becoming  a  currency  cartel.  Through  massive  interven- 
tion in  foreign  exchange  markets,  the  G-7  pursued  first  a 
cheaper  dollar,  then  a  stable  one.  The  economic  reforms 
needed  in  Washington,  Tokyo,  Bonn,  and  London  always  get 
lip  service — but  the  easier  course  of  buying  and  selling 
currencies  tends  to  dominate.  Now,  as  the  G-7  prepares  to 
meet  on  Apr.  7  in  Paris,  it  has  before  it  a  textbook  example 
of  when  it  should  intervene — and  when  it  shouldn't. 
The  dollar  has  been  drubbing  the  Japanese  yen  and,  more 


recently,  the  German  mark.  Both  governments  have 
sponded  by  dumping  greenbacks.  But  the  reasons  are  qi 
different.  The  mark  is  weak  because,  in  the  runup  to  E 
Germany's  Mar.  18  elections,  investors  focused  on  the  in' 
tionary  costs  of  German  unification.  For  the  long  run,  hi 
ever,  the  mark  is  likely  to  take  Currency  of  the  Dee 
honors.  The  Bundesbank's  intervention  can  be  justified  a 
means  of  getting  past  an  unpredictable  election.  If,  howe\ 
the  mark  continues  to  weaken  after  the  election,  it  can  fa 
be  taken  as  expressing  doubts  in  the  money  markets  ab 
the  long-term  inflationary  implications  of  unification 

There's  no  such  excuse  for  Japan's  massive  dumping 
$10  billion  to  support  the  yen.  Squabbling  within  the  rul 
Liberal  Democratic  Party,  and  between  the  Bank  of  Ja] 
and  the  Finance  Ministry,  has  postponed  interest-rate  hi 
that  the  markets  feel  are  needed  to  head  off  inflation.  Ja 
nese  investors  are  paying  for  their  government's  indecis 
ness  through  plummeting  stock  prices  and  the  declining  y 

The  U.  S.  and  other  G-7  nations  have  been  suppo: 
Japan's  intervention,  to  keep  international  cooperation  al 
That's  a  waste  of  the  world's  central-bank  reserves.  It 
encourages  other  governments — notably  Washington — t 
tervene  when  bad  policy  undermines  exchange-rate  goals 
economic  policy  coordination  is  to  work,  it  needs  to  focus 
fundamental  policies — not  on  market  manipulations. 


FOREIGN  INVESTMENT 
IS  A  TWO-WAY  STREET 


When  Europeans  shelled  out  some  $41  billion 
year  for  purchases  of  U.  S.  office  buildings,  n 
ufacturing  companies,  and  electronics  mak 
Americans  felt  understandable  pangs  of  vulnerabil 
Waves  of  big-ticket  foreign  buying  are  a  new  phenome 
in  this  country.  But  Europeans  have  been  on  the  recei 
end  of  U.  S.  investment  for  decades. 

Last  year,  a  new  American  wave  sluiced  across  Bri 
and  the  Continent,  engulfing  everything  from  auto  co " 
nies  to  oil  fields.  U.  S.  direct  investment  in  Europe  rose 
to  a  healthy  $176  billion.  How  did  this  megabuck  spen 
strike  folks  in  Cluses,  France,  where  Johnson  Worldwid 
LI.  S.  sporting-goods  company,  bought  an  internationally 
claimed  fishing-reel  company,  Mitchell  Sports?  The  ans 
is  that  they  felt  elated. 

With  a  vast  new  market  in  Eastern  Europe  and  the  1 
deregulation  in  full  swing,  Europe  is  the  place  to  be.  1 
could  also  be  true  of  Japan,  but  outsiders  face  insurmoi 
able  barriers  there.  Investments  between  the  U.  S.  and 
rope  are  a  broad  two-way  street.  Europe  has  always  ha 
welcome  mat  out  to  good  U.  S.  corporations:  IBM,  Geni 
Motors,  Ford,  and  H.  J.  Heinz  have  been  strong  presence 
Europe  for  so  long  that  they  are  thought  of  as  local  cor 
nies.  It's  important  to  remember  that  European  inves' 
now  expect  no  less  as  they  increase  their  stake  in  the  I 
And  what  about  the  Japanese,  who  recently  acquired  Roifit 
feller  Center,  CBS  Records,  and  Columbia  Pictures?  An.> 
cans  are  right  to  be  startled  by  those  acquisitions — becaJ^ 
of  the  absence  of  that  two-way  street  in  foreign  investmii 
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You'll  hear  it  said  in  Japanese. 
You'll  hear  it  said  in  French.  .\nd 
.\rabic.  Chinese.  Hindi.  Portuguese. 

In  faa.  you'll  hear  it  in  almost 
any  Language  almost  an>-v.-here. 

The  v.-ord'  "Boeing." 


"Boeing"  is  understood 
around  the  world  b>ecause.  more 
than  any  other  make  of  airplane. 
Boeing  jediners  fh'  the  world. 

We've  built  nearly  6.000  com- 
mercial jets.  tv.-ice  as  many  as  any 


other  airplane  mianufacturec 
This  \  ear  alone.  Boeing  plane* 

will  take  off  on  se.en  million  trip? 
The> '11  carr\'  over  ^00  millioi 

passengers. 

.•\nd  tlie\ "11  h>e  flown  bv  o^'er 


IUMBER3152 


BusinessWeek 


APRIL  2, 1990 


AFTER  THE  WALL:  WEST  GERMANY  WILL  END  AID  TO  REFUGEES  TO  STOP  THE  FLOOD  OF  EASTERNERS  POURING  OVER  THE  VANISHING  BORDER 
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46  ONE  GERMANY 

For  40  years,  the  West,  worked  to 
reunite  Germany — never  believing  it 
would  happen.  Now,  success  brings 
confusion  and  fear  as  the  rest  of 
Europe  and  the  U.  S.  wonder  how  to 
cope  with  this  new  great  power 

50  GOING  FOR  BROKE 

West  Germany  will  spend  as  much  as 
$600  billion  over  10  years  in  a  daring 
plan  to  rebuild  the  shattered 
economy  of  the  East 
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0  airlines,  governments,  and 
her  operators  in  120  nations 
roLighoLit  the  globe. 
Boeing.  We  don't  just  deliver 
ot  of  airplanes.  We  deliver  a  lot 
people. 


WHAT  HAS  LARRY  RAWL  WROUGHT? 
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CEO  WHO  COUi.D  REVITALIZE  EXXON. 
IN  1 990,  RAWL  SEEMS  TO  BE 
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The  production  index  advanced  for  the  week  ended  Mar.  10  and  continues  to 
climb  out  of  its  recent  low  of  mid-January.  On  o  seosonolly  adjusted  basis,  output  of 
autos,  trucks,  steel,  cool,  and  lumber  increased.  Electric  power,  crude-oil  refining, 
paper,  and  paperboard  production  declined.  The  level  of  rail-freight  traffic  was 
unchanged  from  the  prior  week.  Before  calculation  of  the  four-week  moving  average, 
the  index  fell  to  178.1,  from  179.5  in  the  preceding  week. 

BW  production  index  copyright  1990  by  McGfaw-Hill  Inc 


1989 

The  Ieadin9  index  increased  for  the  week  ended  Mar.  10,  as  the  index 
rebounded  to  its  highest  point  since  the  end  of  January.  Higher  stock  prices  and  a 
smaller  rate  of  decline  in  materials  prices  offset  higher  bond  yields,  and  slower 
growth  in  real  estate  loons  and  M2.  The  number  of  business  failures  was  virtually 
unchanged  from  the  preceding  week.  Before  calculation  of  the  four-week  moving 
overage,  the  index  rose  to  216.2,  from  216  in  the  preceding  week. 

Leading  index  copyright   1990  by  Center  for  international  Business  Cycfe  Research 


1  PRODUCTION  INDICATORS 

1  LEADING  INDICATORS 

Latest 
week 

Week 
ago 

''v  Change 
year  ago 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (3/17)  thous.  of  net  tons 

1,871 

1,909 

=  -8.7 

STOCK  PRICES  (3/16)  S&P500 

338.30 

337.36 

14.3 

AUTOS  (3/17)  units 

135,390 

136,330 

=  -0.7 

CORPORATE  BOND  YIELD,  Aaa  (3/ 1 6) 

9.40% 

9.35% 

-4.0 

TRUCKS  (3/17)  units 

84,020 

86,684 

=  -12.0 

INDUSTRIAL  MATERIALS  PRICES  (3/16) 

103.1 

103.0 

-1.2 

ELEQRIC  POWER  (3/ 1 7)  millions  of  kilowatt-hours 

50,635 

53,145 

=  -1.1 

BUSINESS  FAILURES  (3/91 

263 

264 

-6.1 

CRUDE-OIL  REFINING  (3/17)  thous.  of  bbl./day 

12,941 

12,916 

3.1 

REAL  ESTATE  LOANS  (3/7)  billions 

$362.9 

$362. 4r 

13.8 

COAL  (3/10)  thous.  of  net  tons 

20,143  = 

19,903 

8.1 

MONEY  SUPPLY,  M2  (3/5)  billions 

$3,270  5 

$3,268.4r 

6.1 

PAPERBOARD  (3/10)  thous.  of  tons 

755.3  = 

763.8 

2.9 

INITIAL  CWIMS,  UNEMPLOYMENT  (3/3)  thous. 

343 

346 

7.5 

PAPER  (3/10)  thous.  of  tons 


766.0=  785.0r 


0.5 


LUMBER  (3/10)  millions  of  ft. 


532.4=  526.5 


10.6 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  & 
Brodstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season- 
ally adjusts  dato  on  business  failures  and  real  estate  loons. 


RAIL  FREIGHT  (3/10)  billions  of  ton-miles 


19.6  = 


19.8 


3.7 


Sources:  Americon  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
icon  Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 

American  Railroads. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/21) 

154 

152 

131 

GERMAN  MARK  (3/21) 

1.71 

1.71 

1.86 

BRITISH  POUND  (3/21) 

1.59 

1.61 

1.73 

FRENCH  FRANC  13/21) 

5.76 

5.79 

6.32 

CANADIAN  DOLWR(3/2l) 

1.18 

1.17 

1.19 

SWISS  FRANC  (3/21) 

1.52 

1.53 

1.62 

MEXICAN  PESO  (3/21)- 

2,767 

2,759 

2,381 

Sources:  Ma|or  New  York  bonks.  Currencies  expressed  m  units  per 
British  pound  expressed  in  dollars. 

U.  S.  dollar,  except  for 

PRICES 

Latest 
week 

Week 
ogo 

%  Change 
year  ago 

GOLD  (3/21)$/troy  oz. 

392.000 

398.750 

-0.3 

STEEL  SCRAP  (3/20)  =  l  heavy,  S/ton 

100.50 

100.50 

-13.0 

FOODSTUFFS  (3/ 1 9)  index,  1 967  =  1 00 

221.0 

218.6 

-4.6 

COPPER  (3/17)  o/lb. 

128.1 

125.9 

-13.5 

ALUMINUM  (3/17)  c/lb. 

72.0 

69.5 

-23.4 

WHEAT(3/17)  =2  hard,  $/bu. 

3.99 

4.01 

-13.1 

COTTON  (3/ 1 7)  strict  low  middling  1  - 1  / 1 6  in 

,  c/lb.  68.26 

68.26 

18.7 

Sources:  London  Wed.  final  setting,  Chicago 
Week,  Kansas  City  mkt.,  Memphis  mkt. 

mkt.,  Commodity  R 

eseorch  Bureo 

u,  Metals 

Latest 
month 

Month 
ago 

%  Change 
year  ago  { 

CONSUMER  PRICE  INDEX  (Feb.) 

128.0 

127.4 

5.3 

HOUSING  STARTS  (Feb.)  annual  rote,  thous. 

1,477 

1,588 

1.6 

INDUSTRIAL  PRODUaiON  (Feb.)  total  index 

141.8 

Ul.Or 

0.9 

CAPACITY  UTILIZATION  (Feb.) 

82.3% 

82.0% 

-1.9 

Sources:  BLS,  Commerce  Dept.,  Federal  Reserve  Board 

I'.r.i.'iwi'iii'MfJWii'r^^^^^^^H 

Latest 
week 

Week 
agj 

°i  Change ,! 
year  ago  j 

MONEY  SUPPLY,  Ml  (3/5) 

$807.0 

$805.0r 

2.0! 

BANKS'  BUSINESS  LOANS  (3/7) 

324.4 

323.3r 

3.5? 

FREE  RESERVES  (3/7) 

660r 

-389r 

NM 

NONFINANCIAL  COMMERCIAL  PAPER  (3/7) 

139.2 

136.2 

25.6 

Sources:  Federal  Reserve  Board  [m  billions,  except  for  f 
a  two-week  period  in  millions). 

ree  reserves. 

which  ore  expressed  for 

MONEY  MARKH  RATES  1 

Latest 
week 

Week 
ogo 

Year 
ago 

FEDERAL  FUNDS  (3/20) 

8.26% 

8.23% 

9.86% 

PRIME  (3/21) 

10.00 

10.00 

11.50  i 

COMMERCIAL  PAPER  3-MONTH  (3/20) 

8.33 

8.30 

10.07  r 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/21) 

8.38 

8.47 

10.26 

EURODOLLAR  3-MONTH  (3/14) 

8.44 

8.31 

10.10 

Sources:  Federal  Reserve  Board,  First  Boston  ^ 

r 

At 
Or 


i 


^iOri 


~  Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  {estimoted  and  not  listed)  include  machinery  and  defense  equipments 
1  =  Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.         3  =  Free  morket  value         NA  =  Not  available         r  =  revised         NM     Not  meaningful  ^ 
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A  trip  to  Tokyo  can  be  long  and  grueling. 
Or  long  and  delightful 


When  you're  traveling  far  from  home, 
exceptional  service  makes  all  the  difference. 
Now,  with  All  Nippon  Airways  and  the  American 
Express®  Card,  your  longest  journey  can  be  a 
luxurious  experience. 

On  ANA'S  nonstop  flights  to  Tokyo  from 
Washington,  D.C.,  and  Los  Angeles,  you'll 
experience  the  pampering  that  discriminating 
travelers  have  come  to  expect.  You'll  be 
treated  to  the  kind  of  gracious  attention  that 
has  earned  ANA  the  honor  of  being  Japan's 
favorite  airline. 

And  when  your  journey  takes  you  beyond 

anam 

©  1990  American  Express  Travel  Related  Services  Company.  Inc  ^  NlPPtHI  AlfWa^S 

Japan's  best  lo  the  world. 


Tokyo,  you  can  still  enjoy  world-class  service, 
because  ANA  flies  to  31  cities  in  Japan  and 
14  other  destinations  around  the  world. 

Once  you  arrive,  you  can  continue  to 
depend  on  the  Card  that's  rated  best  for  travel 
and  entertainment  by  frequent  business 
travelers.  American  Express  services  are  there 
for  you  worldwide,  24  hours  a  day. 

ANA  and  the  American  Express  Card. 
We  can't  make  the  trip  shorter.  But  we  can 
help  you  enjoy  every  minute  of  it.  Call  ANA 
at  1-800-235-9262  or  your  travel  planner  for 
more  information. 


3112  .1 
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Membership 
Has  Its  Privileges* 


If  This  IsYour  Phone  System^ 
Maybe^u  Should  Startjii» 


With  most  phone 
systems,  when  you  want  a  little 
extra  security  you  get  a  row  of 
batteries. 

A  lot  like  the  one  in  your 
family  car.  Their  purpose? 

To  supply  about  4  hours 
of  reserve  power.  In  case  of 
disaster.  But  floods,  fires  and 
power  outages  don't  always 


come  in  the  small,  convenient 
4-hour  size.  So  what  can  you  do? 

Get  a  Pacific  Bell  Centrex 
system.  Unlike  ordinary  systems, 
Centrex  operates  on  its  own 
power  supply  So  even  if  a  broken 
water  main  or  a  blown  trans- 
former knocks  out  your  buildings 
power  source,  it  wont  knock  out 
your  phone  system. 


You  can  still  call  out  for 
help.  Clients  can  still  call  in. 
You  can  still  be  in  business. 

In  fact,  you  can  still  be  in 
business  even  if  smoke  and  fire 
drive  you  from  your  offices  com 
pletely.  Because  we  can  reroute 
all  your  phone  calls  to  any  pre- 
determined temporary  space. 
No  matter  where  it  is. 


A  PACIFIC  TELESIS  COMPANY  1 1 1  tMMMi 


air 


e  KVC  F-icihc  Bel 

4B-CA 


Defense  In  Case  Of  Disaster, 
Qg  For  Help  Right  Now 


What's  more,  all  Centrex 
itching  equipment  is  kept 
our  place,  instead  of  yours. 
)  keeping  it  running,  even 
rough  a  long  disaster,  is  our 
oblem,  not  yours. 

But  it's  not  just  disaster- 
ady  equipment  that  makes 
sntrex  the  most  reliable 
Lone  system  ever  made. 


It's  also  our  disaster-ready 
people.  Centrex  experts  actually 
help  our  clients  plan  ahead  to 
weather  almost  any  kind  of 
calamity.  While  keeping  the  risk 
of  big  losses  to  a  minimum. 

And  we'd  like  to  help 
you  develop  your  own  disaster 
recovery  plan,  even  if  you  aren't 
a  current  Centrex  customer. 


Just  call  your  Pacific  Bell 
Account  Team  or  an  Authorized 
Sales  Representative.  But  do  it 
soon.  After  all,  do  you  really  feel 
secure  with  a  phone  system  that 
comes  with  batteries  included? 

WeVe  making 
tilings  easier,. 

pacificCbell 
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The  Bentley Turbo  R. The  quintessential  power  trip. 


Bf.NTI.KY  OWNF.RS  have  always  F.NJCJYtD  A 
DISTINCT  ADV,\N  TAGE. 

But  IT  HAS  NEVER  BEEN  QUITE  SO  APPARENT  AS 

WITH  THE  Bentley  Turbo  R. 

In  IS  MAJESTIC  AUTOMOBILE  DELIVERS  A  LEVEL 
OK  PERFORMANCE  AND  ELECiANCE  UNMATC  HED 
/VNYWH  ERF.  ELSE. 

The  PURE  FJCPRESSION  OF  POWER  EMANATES  FRf)M 
THE  ().7.)  LIFER  V-8  ENGINE.  fURBO  (  HAR(;ED  AND 
IN  FERCOOLED,  I  F  WILL  WfllSK  YOU  FRt)M  0  TO  ()()  IN  A 
BREjVFHLESS().7  SECONDS. 

The  SUSPENSION  has  been  calibrated  to 

PROVIDE  THE  SURE  HANDLIN(.  NE(  ESSARY  AT  THE 

SPEEDS  FHis  Bentley  can  rfl\cii. 


Wide  alloy  wheels  and  high-speed  rated 
tirfis  keep  the  p(wer  firmly  on  the  road  and  assist 
the  four  an  fi-lock  disc  br.\kes  in  bringing  the 
Bentley  Turbo  R  to  a  quick  standstill. 

Assuredly,  it  is  made  by  the  same  people  who 

HANDCR/\FT  ROLLS-ROYCE  MOTOR  CARS.  So  F:VERV 

detail  is  a  itended  to  with  unerring  scrutiny. 

Clearly,  no  other  automobile  combines 

THE  power,  handling  AND  ELEGANCE  OF  THE 
I  URBO  R. 

K.XPERIENCE  IT  FIRSTHAND  BY  VISITING  AN 
AUTHORIZED  BeNTLEY  DFvVLER. 

To  ARRANGE  FOR  AN  FJCHIIARATINC;  APPOINTMENT, 

CAXxl-8()0-8,51-a57f). 
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FREMONT  ClandgesLtd  ,  Inc  ,(415)790-11  1  1 
SACRAMENTO     Swift  Dodge.  (916)422-4300 


SAN  RAFAEL     R,  A  B  Motors  Inc  .  (4 1 5)  454-0582 

SEASIDE     Boulevard  Communications.  (408)  899-8800 
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ONE  VOTE  FOR  BRINGING 

BACK  MIKE  MILKEN  . . .  

Your  article  "Tanking  profits  could 
sink  the  economy"  (Economics,  Feb. 
19)  states  that  the  credit  woes  plaguing 
our  economy  "run  deeper  than  Mike  Mil- 
ken's junk  heap." 

I'm  sick  of  business  publications  using 
this  reference.  Milken  did 
not  create  a  junk  heap. 
He  fathered  a  financial 
tool  that  allowed  our 
economy  to  flourish  and 
expand  for  over  a  de- 
cade. Employment  oppor- 
tunities soared  as  new 
jobs  were  created  in  pio- 
neering industries. 

These  signs  of  a  thriv- 
ing economy — one  that 
was  not  sinking  under 
the  weight  of  plunging 
corporate  profits  and 
spreading  unemploy- 
ment— were  realized 
while  Milken  was  practicing  his  busi- 
ness. Corporate  America's  best  chance 
to  salvage  itself  would  be  to  reassess  his 
financial  talents. 

Judith  Sherman  Wolin 
Encino,  Calif. 

...  AND  OTHER 

POSTMORTEMS  ON  DREXEL  

In  your  article  "After  Drexel"  (Cover 
Story,  Feb.  26)  you  write  that  Milken 
"...  helped  bring  about  a  more  competi- 
tive America."  Last  summer,  I  was  an 
intern  in  the  international  finance  sec- 
tion of  a  large  corporation  in  Japan.  In 
this  position,  I  spent  the  bulk  of  my  time 
reviewing  junk-bond  offerings.  Many  of 
the  proposals  featured  American  corpo- 
rations so  highly  leveraged  with  junk 
bonds  they  were  forced  to  sell  off  their 
most  valuable  divisions  and  effectively 
disintegrate.  Meanwhile,  the  Japanese 
would  buy  the  bonds  and  receive  inter- 
est payments  often  in  excess  of  14%.  Is 
that  making  America  more  competitive? 

We  read  surveys  in  business  school 
showing  that  top  U.  S.  executives  are 
most  concerned  about  quarterly  earn- 
ings. Their  counterparts  in  Japan  say 
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market  share  is  the  No.  1  concern.  Guess 
which  side  will  win?  Guess  which  way 
Milken  was  pushing  us? 

John  Boesel 
Berkeley,  Calif. 

■ was  shocked  and  dismayed  to  read 
that  Mike  Milken  "...  helped  bring 
about  a  more  competitive  America ..." 
and  that  he  "...  was  a  tonic  for  the 
U.  S.  economy." 

To  credit  him  and 
Drexel  for  such  grandi- 
ose visions  is  at  best  mis- 
leading. Drexel  and  Mil- 
ken should  be  lauded, 
certainly,  for  creating  a 
market  and  opportuni- 
ty— for  themselves — 
where  none  existed.  But 
to  imply  that  the  finan- 
cial gorging  on  junk 
bonds  and  corporate 
takeovers  helped  Corpo- 
rate America  become 
competitive  is  ludicrous. 
Our  lack  of  competi- 
tiveness is  as  much  a  result  of  a  preoc- 
cupation with  financial  sorcery  as  any 
other  factor.  While  corporate  leaders  are 
looking  over  their  shoulders  for  the  next 
takeover  threat,  our  competition  is  win- 
ning in  the  marketplace. 

Martin  G.  Berry 
Akron 

Greed  and  global-sized  egos,  not  fed- 
eral prosecutors,  were  the  afflic- 
tions that  invaded  Drexel  and  others  en- 
gaged in  junk-bond  financing  ("Could 
Fred  Joseph  have  saved  Drexel?"  Fi- 
nance, Mar.  5).  Rather  than  focusing  on 
ways  to  strengthen  human-capital  re- 
sources, they  sought  refuge  in  building 
rickety  financial-capital  schemes.  The 
thousands  of  fired  employees  at  Drexel 
mirror  the  loss  of  even  more  workers  at 
many  firms  Drexel  helped  downsize 
through  leveraged  deals. 

Mitchell  B.  Goldstone 
Mineola,  N.  Y. 

Your  Cover  Story  perpetuates  a  falla- 
cy regarding  Integrated  Resources 
Inc.'s  demise  ("After  Drexel,"  Feb.  26). 

Drexel  ceased  issuing  Integrated  pa- 
per on  June  6,  pending  the  company's 
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'A  lot  of  Americans 
think  if  it's  made 

in  Japan,  it's  terrific, 

if  it's  made  in 
America,  it's  lousy. 

It's  time  to  |>eel  off 
thelbflon  kimonot' 
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"The  Japanese  build  good  cars.  I'll  be  the  first  to 
idmit  that.  But  there  seems  to  be  a  current  fascina- 
:ion  with  anything  on  four  wheels  with  a  Japanese 
lame  on  it.  A  mystique  that  says  they  must  be  the 
Dest.  We're  not  going  to  let  that  go  unchallenged. 
(\merica  is  building  cars  and  trucks  with  real  adwi- 
:ages  over  the  competition  from  Japan.  And  a  lot  of 
:hose  advantages  are  coming  Irom  Chrysler. 

"No  wonder 
they  don't  talk  about  air  bags. 
They  don't  have  much  to  saj^ 

"With  all  the  technology  the  Japanese  manufac- 
rurers  have  mastered,  they've  apparently  forgotten 
:he  most  important  component  of  any  car:  the  driver. 
3nly  a  few  of  their  models,  mostly  the  very  expen- 
sive ones,  have  a  driver  side  air  bag  as  standard 
equipment.  We  put  a  driver  side  air  bag  standard  on 
^very  car  we  build  in  the  U.ST  By  this  fall  we'll  have 
more  than  a  million  cars  on  the  road  equipped  with 
lir  bags.  And  believe  me,  they  work.  They  save 
[ives.  I've  got  the  letters  to  prove  it. 
A.d vantage:  Chrysler. 

"They  keep  trying  to  copy  our  mini- 
vans,  convertibles  and  Jeep"  vehicles. 
They  haven't  got  it  ri^t  yet." 

"Ever  since  we  introduced  Dodge  Caravan  and 
Plymouth  Voyager  six  years  ago,  the  other  guys  have 
been  trying,  and  failing,  to  match  us.  Of  course,  the 
Japanese  car  companies  got  into  the  act,  and  some- 
times I  wonder  why.  We  outsell  all  their  minivans 
zombined  by  eight  to  one. 

"Last  model  year,  our  LeBaron  Convertibles  out- 
sold the  entire  Japanese  convertible  production.  As  a 
matter  of  fact,  they're  the  world's  best-sellers.  And 
Dur  Jeep'  vehicles. .  .well,  there's  just  never  been 
anything  like  them  and  probably  never  will. 

"Minivans,  convertibles,  Jeep"  vehicles. 
Advantage:  Chrysler. 

"Think  Chrysler  as  the 
perft>rmance  car  company. 
And  think  fest." 

"If  you're  one  of  those  who  still  thinks  Chrysler  is 
a  little  slow  in  the  performance  race,  let  me  give  you 
a  few  facts:  Eagle  Talon  TSi  AWD  does  zero  to  sixty 
in  6.3  seconds.  Plymouth  Laser  RS  Turbo,  6.6. 
They're  both  faster  than  Nissan  300ZX,  and  thou- 
sands less  in  price. 

"We  have  more  performance  cars  than  any  of  the 


Japanese  manufacturers,  and  more  vehicles  with 
turbo  engines  than  all  the  Japanese  car  companies 
combined.  Dodge  Stealth,  coming  out  as  a  '91 
model,  has  a  twin  turbo  V-6  that  will  wipe  out 
anything  from  Nissan,  Honda  or  Toyota.  The  new 
Lamborghini  Diablo,  at  202  mph,  is  the  fastest 
production  car  in  the  world. 

"Performance?  Advantage:  Chrysler. 

"If  their  quality  is  that  good, 
let's  see  them  back  all  their  cars  v^ith 
a  w^arranty  as  good  as  ours." 

"It's  an  old  story,  but  it's  worth  telling  again. 
One  sure  measure  of  quality  is  the  willingness  of  the 
manufacturer  to  back  it.  We  give  you  7  years  or 
70,000  miles  of  protection  on  the  power  train,  and  7 
years  or  100,000  miles  against  outer  body  rust- 
through!  The  Japanese  don't  even  come  close  to  this 
kind  of  protection.  Not  to  mention  Crystal  Key 
Owner  Care,  the  best  luxury  car  warranty  in  the 
business.  Advantage:  Chrysler. 

" Wve  held  the  Ud 
on  prices.  Theirs  have  gone 
through  the  roof." 

"Over  the  last  fc)ur  years,  we've  raised  our  prices 
an  average  of  only  8%.  The  Japanese,  36%  T*  And 
five  of  our  carlines  are  priced  under  ten  thousand . 
That's  more  choices  than  any  Japanese  car  company 
offers.  Advantage:  Chrysler. 

"Take  a  good  look  at  us  versus  Japan's  car 
builders.  For  pure  function,  they  can't  beat  our 
minivans.  Off-road?  There's  only  one  Jeep:  Four 
doors?  We  have  them  in  every  style  and  size.  If 
you're  a  convertible  lover,  we  sell  more  than  Japan  or 
anybody  else.  And  if  your  dream  is  luxury,  what's  a 
better  value  than  Imperial  ? 

"The  truth  is,  we've  got  advantages  over  the 
Japanese  in  every  car  we  make.  But  nobody  knows 
it.  And  that's  gonna  change." 


Advantage: 
Chrysler. 


CHRYSLER  ■  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  •  JEEP.-  EAGLE 


•Excludes  cars  built  for  Chrysler,  imporcs.  Plymouth  Laser,  Eagle  Talon  and  Premier.^  'See  limited  warranty  and  restrictions  at  dealer.  ••'86  model  year  to  Dec.  '89,  sales  weighted. 


providing  a  current  offering  memoran- 
dum for  investors.  Integrated  failed  to 
provide  a  satisfactory  memorandum,  and 
Drexel  never  resumed  selling  the  paper. 

Integrated  paid  down  commercial  pa- 
per maturities  from  June  7  forward  out 
of  cash,  and  it  was  Integrated's  revolv- 
ing credit  facility  banks  that  failed  to 
fund  out  the  maturing  U.  S.  paper  on 
June  14 — not  Drexel's  inability  to  roll 
the  paper — that  caused  the  moratorium 
announcement. 

David  B.  du  Pont.  President 
Drexel  Burnham  Lambert 
Commercial  Paper  Inc. 

Xew"  York 

DOES  EUROPE  REALLY  NEED 

A  DISNEYLAND?  

As  a  capitalist  who  loves  France,  I 
hope  that  Euro  Disneyland  fails 
("An  American  in  Paris,"  Entertainment. 
Mar.  12).  Walt  Disney  Co.'s  arrogance  in 
inflicting  its  corporate  culture  upon 
France  is  denigrating  to  the  diversity 
that  attracts  nations  to  one  another. 

Disney  executives  have  their  thinking 
backwards  when  they  insist  that  their 
new  theme  park  can  be  a  unifying  force 
in  Europe.  However.  Euro  Disneyland 


may  just  succeed  because  accelerating 
unification  is  already  sublimating  cultur- 
al integritv  within  Europe. 

John  L.  Blackwell 
Portland,  Ore. 

DOING  YOUR  OWN  MAILING 
CAN  PAY  HANDSOMELY 

While  everyone  concedes  that  the 
U.S.  Postal  Service  has  huge 
problems,  there  are  solutions  available 
to  large  private  mailers  ("The  Post  Of- 
fice wants  everyone  to  pay  for  its  mis- 
takes." Top  of  the  News,  Mar.  5). 

Recently.  Massachusetts  Mutual  Life 
Insurance  Co.  has  taken  private  some 
functions  that  are  usually  performed  by 
the  Postal  Service  by  installing  our  own 
scan-coding  and  presorting  equipment. 
This  automated,  vertically  integrated 
system  will  speed  our  first-class  mail  de- 
livery by  as  much  as  two  days — and  re- 
duce our  costs  by  up  to  oi  per  piece 
through  postal  discounts. 

In  January,  the  first  month  of  our 
new  operation,  we  sent  1  million  pieces 
of  mail  at  a  savings  of  over  $70,000.  We 
expect  to  recoup  the  .$550,000  capital  ex- 
penditure for  the  mail  equipment  in  less 
than  80  months. 


Granted,  many  of  the  Postal  Service's 
problems  are  deemed  intractable,  and 
most  cannot  be  solved  from  within.  But 
private  businesses  willing  to  invest  in 
working  with  the  Postal  Service  can  re- 
duce costs  and  improve  efficiency. 
John  J.  Pajak,  Executive  Vice-President 
Corporate  Administration  Group 
MassMutual 
Springfield,  Mass. 

THIS  'SUBSIDY'  KEEPS  MILLIONS 
Of  SHUTTERBUGS  HAPPY  

A recent  letter  ("Tax  Japan  Inc.'s  sub-! 
sidized  prices,"  Mar.  5)  advocated  ai. 
U.  S.  import  tax  of  72''i  on  Minolta  Cam-: 
era  Co.  products  so  that  the  price  in  the^ 
U.  S.  will  be  comparable  to  the  "tax-free'- 
shop"  price  in  Tokyo.  If  it  is  true  thatc 
Japan  is  subsidizing  American  consum-: 
ers — and  I  seriously  doubt  it  is — that's 
greati  Few  things  could  be  more  won- 
derful and  economically  (and  politically): 
beneficial  for  the  U.  S. 

Meanwhile,  do  we  have  a  camera  man-" 
ufacturer  competing  with  Minolta?  If  so,:-" 
how  many  employees  are  actually  en-;:: 
gaged  in  producing  a  competitive  cam-ii 
era?  Maybe  500  at  the  most?  Now,  how(} 
manv  camera  user/consumers  do  wei; 


e?  Would  you  say  20  million  or  30 
ion  at  least?  Whose  interest  should 
le  first?  Should  20  million  camera  us- 
subsidize  500  U.  S.  camera  workers? 
0,  why? 

f  the  letter  writer  is  so  upset  over  the 
price  of  his  Minolta  camera,  why  did 
wt  buy  a  higher-priced  U.  S.  camera? 

C.  F.  Fischer  III 
Dothan,  Ala. 


r  CABLE  IS  GETTING 

SER  TO  LIFT-OFF  

IJTe  view  Sky  Cable  as  a  natural 
W  next  step  in  the  evolution  of  the 
scnption-television  business  ("Four 
•s  team  up  to  launch  Sky  Cable,"  Top 
he  News,  Mar.  5).  Moreover,  with  the 
)lvement  of  News  Corp.,  NBC,  Cab- 
sion  Systems,  and  Hughes,  DBS 
lid  appear  to  finally  have  the  major 
)orate  support  many  believe  neces- 
/  if  the  service  is  to  get  off  the 
und.  It  is  my  opinion  that,  because  it 
fesents  still  more  TV-viewing  options. 

Cable  likely  will  have  greater  long- 
n  competitive  implications  for  con- 
tional  broadcasters  than  for  cable-TV 
ipanies.  To  the  degree  that  new  re- 
rces  are  brought  to  subscription  TV, 

conventional  broadcasters'  hold  on 
iences  may  be  further  weakened. 


It  was  only  after  being  repeatedly 
asked  whether  direct  broadcast  satellite 
(DBS)  in  general,  and  Sky  Cable  in  partic- 
ular, were  risky  that  I  confirmed  your 
suggestion  that,  of  course,  any  new 
business  venture  is  risky  and  "could  be 
a  way  of  losing  a  lot  of  money." 

James  P.  Mooney,  President  and  CEO 
National  Cable  Television  Assn. 

Washington 

IS  CAROLINE  HUNT'S  TRUST 

RIGHT  ON  COURSE?  

In  the  article  "Maybe  Caroline  Hunt 
should  buy  some  nice  T-bills"  (Top  of 
the  News,  Mar.  19),  you  incorrectly  char- 
acterize the  management  and  invest- 
ment strategy  of  our  organization  and 
leave  a  false  impression  of  our  financial 
stability. 

The  facts  are  that  we  have  never 
made  an  investment  with  the  intention 
to  "encourage  management  to  recapital- 
ize, then  cash  out."  Indeed,  the  financial 
stability  of  our  company  is  not  threat- 
ened by  our  investment  in  First  Execu- 
tive Corp. 

In  addition,  we  have  always  been,  and 
continue  to  be,  a  long-term  investor.  You 
mentioned  our  investment  in  Cronus  In- 
dustries Inc.,  which  we  have  owned 
since  1987.  The  Caroline  Hunt  Trust  Es- 


CORRECTIONS  &  CLARIFICATIONS 

In  "Why  NEC  Has  U.  S.  Companies 
'Shaking  in  Their  Boots'  "  (Information 
Processing,  Mar.  26),  a  listing  of  the 
top  four  PBX  suppliers  in  the  U.  S.  mar- 
ket for  1988  omitted  Rolm  Co.  Accord- 
ing to  market  researcher  Northern 
Business  Information,  Rolm  was  No.  3 
in  the  U.  S.  that  year,  after  AT&T  and 
Northern  Telecom  but  ahead  of  NEC. 


tate,  established  in  1935,  has  always 
been  controlled  by  its  trustee  and  never, 
as  you  incorrectly  state,  by  any  other 
person  or  group. 

Selling  the  Hotel  Bel-Air  and  Hana 
Maui  was  in  recognition  of  a  unique 
market  demand  for  these  hotels.  The  de- 
cision to  sell  oil  and  gas  assets  is  part  of 
an  established  diversification  strategy. 
No  announcement  has  been  made  as  to 
how  these  funds  will  be  used,  and  your 
unfounded  speculation  is  misleading. 

Don  W.  Crisp,  President 
Rosewood  Corp. 

Dallas 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N,  Y  10020  Fax:  (212)  512-4464, 
Telex:  12-7960.  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


Pai.il  Peyto/Traii  Riiu  Ocikmdr 


"I  wouldn't  change  a  thing." 

"I  still  remember  riding  through  these  parts  with  my  father. 
We'd  go  for  a  day,  weeks,  all  depends  on  what  we  were  after,  I  guess. 
Be  it  camping  along  trails,  dropping  into  a  lodge,  going  up  to  a 
glacier,  or  hshing  at  one  of  his  secret  spots.  And  sure  as  the  day  is 
long,  we'd  always  see  some  kind  of  wildlife.  Oh,  we  had  a  ball. 

Today,  now  that  I've  sort  of  taken  the  reins,  doesn't  seem  like 
much  has  changed.  And  the  memories,  well,  I  suppose  they'll  live 
on  forever  C'mon  up.  I'd  be  glad  to  take  you  with  me." 

Mountain  trails  to  golf  courses;  cozy  cabins  to  regal  casde 
hotels  -  horse  around  awhile  in  Alberta.  Call  Tourism  Alberta: 
1-800-661-8888.  Ask  for  Travel  Counsellor  #6. 

11*1 

Canada 

TheWorld  Next  Door 
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THE  POWER  THAT  APlilV 


EXEAJSTDS  TO  YOtN^ 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  conneaion.  It  gives  wz^  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  conneaivity  is  the 
key.  Getting  e\'ers  body  and  ever\ihing  - 
ex'ery'thincj  —  working  together  to  multiply 
the  total  effea  of  increased  individual 
effidenq'  and  produai\it\'.  All  of  which 
should  keep  your  bottom  line  looking 
better  and  better. 

MACINTOSH  SYSTEMS  - 
CONNECTIBLE  AND 
COMPATIBLE 

Apple  Macintosh  computers  all  share 
the  same  operadng  system,  so  you  don't 
have  to  waste  time  choosing  one.  And 
since  Macintosh  comes  with  built-in 
networking  capability,  you  can  integrate 
with  virtualK'  any  other  computer 
system.  MicroAge  can  show  you  how. 


Macintosh*  IIx 


EXPANDING  J 
YOUR  POWER  T( 
BE  THE  BEST. 


MICROAGE  MAKES  IT  EASY 

MicroAge  becomes  your  complete 
microcomputer  business  partner:  coi 
sultation,  needs  analysis,  planning  ai 
designing,  networking,  integrating 
different  computer  systems,  training, 
service  and  continuing  consultation.  \ 
MicroAge,  you  become  a  valued  cliei 


MDU1 


red  ir3dern,uk  ('f  .MicroAge  Computer  Center*.,  [nc  MicroAge  is  an  iniernational  sales  organization  of  im 


JAGL. 

ATTIRE  CQMRANY. 


lONAL  CAPABILITIES 
H[  LOCAL  CONNECTIONS 

i  network  of  more  than  500  loca- 
MicroAge  offers  local  access  to  our 
live  national  capabilities.  Founded 
6,  MicroAge  was  the  first  computer 
organization  to  develop  and 
nent  a  true  solutions  selling 
ach.  Nobody  can  answer  your 
computer  business  needs  better 
/licroAge  and  Apple. 


'The  1990s  promise  major- 
changes  in  both  technology 
and  the  business  cUmate. 
The  key  to  both  personal  and 
organizational  success  will  be 
to  bring  new  technologies  lo 
bear  on  critical  business  issues 
as  rapidly  and  efficiently  as 
possible.  MicroAge  is  in  busi- 
ness to  make  this  happen. ' ' 


Kciper,  President, 
Compuler  Centers,  Inc. 


MicroAge  service  and  business  solutions  are  available 
from  over  500  franchisee!,  company-owned  and  dealer 
locations  on  three  continents. 

CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want  to 
help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  MicroAge  or  MicroAge 
Affiliate  location  nearest  you,  call 
1-800-876-1530. 


/MicroAge' 


&  MicroAge  Affiliate  Locations 


d  franchises  and  company-owned  centers,  Apple,  the  Apple  logo  and  Macintosh  are  registered  ir.idein.iiks  r.l  Apple  Computer,  Inc. 
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OUR  MAN  IN  PANAMA:  HOW  GENERAL 
NORIEGA  USED  THE  U.S.— AND  MADE 
MILLIONS  IN  DRUGS  AND  ARMS 

/John  Dinges 
-,andom  House  •  402pp  .  S21  95 


DIVORCING  THE  DICTATOR:  AMERICA'S 
BUNGLED  AFFAIR  WITH  NORIEGA 

by  rrederick  Kempe 

G.  P.  Putnam's  Sons  •  469pp  •  $24.95 


AMERICA'S  DANGEROUS 
LIAISON  WITH  NORIEGA 


For  President  Bush,  boasted  Repub- 
lican Party  Chairman  Lee  Atwater, 
the  invasion  of  Panama  and  cap- 
ture of  dictator  Manuel  Noriega  was  a 
"political  jackpot."  Operation  Just 
Cause,  as  the  Administration  called  it, 
was  a  quick,  low-risk,  military  venture 
aimed  at  a  certifiable  bad  guy — the  kind 
of  mission  that  President  Fieagan,  with 
his  assault  on  Grenada  and  bombing  of 
Libya,  had  shown  to  be  popular  among 
Americans.  And  it  erased  the  "wimp  fac- 
tor"— the  image  of  indecisiveness  that 
had  plagued  Bush's  political  career. 

Nevertheless,  the  spectacle  of  a  super- 
power crushing  one  of  the  hemisphere's 
smallest  armies  was  p 
"the  final  admission  of  L 
U.  S.  failure  in  Pana-  \  | 
ma,"  writes  John  n 
Dinges  in  Our  Man  in 
Panama.  How  U.  S. 
ties  with  Noriega  i 
evolved  and  how  they  j 
distorted  Washington's  j 
policies  in  Central  i 
America  and  the  Carib- 
bean are  the  central 
themes  not  only  of 
Dinges'  book  but  also  I 
of  Frederick  Kempe 's 
Dirorcing  the  Dictator. 

The  two  emphasize 
different  facets  of  the 
complex  tale.  Over 
three  decades,  U.  S.  of-  L: 
ficials  and  agencies  created  a  tangk-  of 
links  with  Noriega,  starting  with  his  re- 
cruitment as  a  C'I.\  informant  in  1960, 
when  he  was  a  24-year-old  cadet  at  Pe- 
ru's military  academy.  Later,  as  head  of 
the  Panamanian  Defense  Forces,  which 
includes  such  branches  as  customs  and 
immigration,  Noriega  was  well  placed  to 
trade  favors  and  services  with  U.  S. 
agencies  from  the  Pentagon  to  the  Drug 
Enforcement  Administration. 

What  overrode  all  other  U.  S.  interests 
in  Panama,  both  authors  make  clear, 
was  Reagan's  obsession  with  the  com- 
munist threat  that  he  saw  in  the  region. 
Noriega  allowed  CIA  Director  William 
Casey  and  White  House  aide  Oliver 
North  to  orchestrate  a  big  expansion  of 
military  activities  in  Panama,  using  it  as 
a  training,  surveillance,  and  supply  base 
for  the  Nicaraguan  contras.  His  useful- 
ness encouraged  broad  U.  S.  tolerance, 


and  possibly  coverups.  of  his  wrong- 
doings, from  rigging  elections  to  run- 
ning guns  and  laundering  drug  money. 

As  a  result,  the  Reagan  Administra- 
tion hesitated  to  distance  itself  from 
Noriega  despite  his  growing  repressive- 
ness and  corruption.  But  in  February, 
1988.  U.  S.  attorneys  in  Miami  and  Tam- 
pa forced  the  issue  by  bringing  charges 
against  Noriega  for  drug  trafficking. 
This  "foreign  policy  by  indictment,"  as 
Kempe  calls  it,  painted  the  U.  S.  into  a 
diplomatic  corner.  But  Washington  offi- 
cials didn't  try  to  head  off  the  indict- 
ments, for  fear  of  appearing  to  be  soft 
on  a  "drug  dictator." 


To  protect  his  Presidential  candidacy. 
Vice-President  Bush  publicly  opposed 
Reagan's  attempt  to  strike  a  deal  to 
drop  the  indictments  if  Noriega  would 
resign  and  leave  Panama.  That  effort 
was  Washington's  best  chance  of  get- 
ting rid  of  Noriega  peacefully.  But  Latin 
American  leaders  who  might  have 
helped  ease  Noriega  out  were  alienated, 
Dinges  says,  by  the  Administration's  sa- 
ber rattling.  The  negotiations  broke 
down,  leaving  Bush,  once  he  became 
President,  with  the  last  resort:  an  inva- 
sion that  cost  the  lives  of  23  U.  S.  sol- 
diers and  hundreds  of  Panamanians. 

Kempe's  subtitle,  "America's  Bungled 
Affair  with  Noriega."  reflects  his  meta- 
phor for  the  invasion  as  the  breakup  of  a 
squalid  marriage  of  convenience.  Norie- 
ga's coming  trial  in  Miami  will  no  doubt 
expose  more  of  the  liaison's  seamy  side. 
That  prospect  is  highly  sensitive  politi- 


cally for  Bush,  who  as  head  of  the  CIA  irl 

1976  kept  Noriega  on  the  payroll  for  arP 
annual  fee  of  $110,000.        '  I 
Dinges,  a  foreign  editor  at  Nationa  l 
Public  Radio,  and  Kempe.  a  Wall  Streei 
Journal  correspondent,  have  producec 
■highly  readable,  impressively  document 
ed  narratives  and  analyses.  Dinges 
sources  include  2,000  pages  of  secret  j 
U.  S.  documents  declassified  under  th(  ■ 
Freedom  of  Information  Act.  Kempe's 
account  is  richer  in  anecdote  and  on-the  - 
spot  reporting,  such  as  his  retracing 
from  interviews  with  eyewitnesses,  th 
last  day  of  Hugo  Spadafora,  a  Norieg 
critic  whose  1985  arrest  and  beheadin 
spurred  opposition  to  the  dictator.  Bu 
Kempe's  generally  livelier  style  depend 
in  part  on  extensive  use  of  reconstructe 
dialogue — a  technique  that  creates  dra 
ma  and  immediacy  but  also  a  misleadin 
appearance  of  factual  precision. 

Dinges,  who  writes  in  a  lower  key. 
also  more  critical  in  his  scrutiny  of  somt 
important  sources.  He  is  skeptical  ol 
statements  by  Noriega's  often-quotec 
political  adviser  Jos( 
Blandon,  because  o: 
discrepancies  in  Blan 
don's  assertions,  whik 
Kempe  relies  on  Blan 
don  for  an  account  of  £ 
meeting  with  Fidel  Cas 
tro  that  linked  the  Cu 
ban  leader  to  the  Co 
lombian  drug  cartel 
And  Dinges,  like  the  Mi 
ami  prosecutors,  rejects 
Senate  testimony  bj 
money  launderer  Ra 
mon  Milian  Rodriguez 
while  Kempe  reports 
without  caveat  Milian's 
assertion  that  he  pai{ 
Noriega  up  to  $350  mil 
lion  for  use  of  Panama 
nian  laundering  facilities.  By  contrast 
Dinges  estimates  that  Noriega  took  ii 
only  $10  million  to  $15  million  in  drug 
related  income — as  a  facilitator  of  dru| 
trafficking,  not  as  a  direct  participant. 

Dinges  and  Kempe  agree,  however 
that  Noriega's  role  in  drugs  declined  ii 
recent  years.  His  arrest,  therefore 
won't  put  much  of  a  dent  in  the  druj 
traffic — a  view  with  which  Leon  Kellner 
the  chief  U.  S.  attorney  in  Miami,  seem! 
to  concur.  "Noriega  was  never  a  majoi 
player  in  the  drug  war,"  Kempe  quotes 
Kellner  as  saying.  That  assessment  de 
flates  much  of  the  drug-fighting  rhetorit 
Washington  used  to  justify  the  invasion 
Defense  of  democracy  also  rings  a  bi 
hollow  as  a  rationale  for  intervening  ii 
Panama  as  long  as  the  U.  S.  continues  U 
support  far  more  repressive  regimes  iu 
El  Salvador  and  Guatemala.  After  read 
ing  these  books,  it's  hard  to  escape  thi 
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Success  is  more 

THAN  KNOWmC  HOW 
IT'S  KNOWING  WHEN 


Football  players  work  years  building  up  their 
size,  strength  and  speed,  but  football  games  are 
won  with  timing. 

When  the  defense  is  spread  out  and  the 
linebackers  have  dropped  back,  you  don't  have 
to  be  an  AlbPro  to  gain  big  yardage  from  a 
simple  draw  play. 

Timing  is  the  secret  of  everything  in  lite, 
especially  in  treating  hair  loss.  The  sooner 
you  start  using  Rogtiine,  the  better  your 
chances  of  success. 

Two  million  men  have  already  tried  Rogaine. 
It's  not  a  conditioner  or  cosmetic.  It  s  a  treat- 

IF  YOU'RE  LOSING  YOUR  HAIR, 
DON'T  LOSE  TIME. 
SEE  YOUR  DERMATOLOGIST 
OR  FAMILY  DOCTOR  OR  CALL: 
1-800-558-2500  EXT  626 

Rogaine 

Slution  ^minoxidil  2% 

For  a  summary  of  product  information,  see  adjoining  page. 
[Uriofc-'    ©1990The  Upjohn  Company  J-2777 


ment  for  male  pattern  baldness  of  the  crown 
that's  been  tested  by  dermatologists  and  is 
available  only  with  a  prescription  from  your 
doctor 

So  if  you  always  want  to  look  the  best  you 
can,  see  your  doctor  now  about  Rogaine... 
while  time  is  still  on  your  side. 

For  more  information,  a  list  of  doctors  near 
you,  and  a  certificate  worth  $10  as  an  incentive 
to  visit  your  doctor  (sorr)',  this  otter  is  available 
for  men  only),  call  this  toll-tree  number  or  send 
us  the  attached  business  reply  card  or  the 
coupon  below. 


Please  send  me  a  $10  certificate  as  an  incentive  to  '■^f' 
see  my  doctor.  Send  coupon  to;  The  Upjohn  Company, 
PO  Box  9040,  Opa  Locka,  FL  33054-9944 

(PLEASE  PRINT) 


LAST  NAME- 
STREET  

CITY  


_FIRST_ 


-STATE- 


-ZIP- 


TELEPHONE  NOl 


□  I  am  requesting  a  list  of  dermatologists  or  doctors  in  my  area. 
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TOnCAL 
SOLUTION 


minoxidil  2% 


The  only  product  ever 
proven  to  grow  hair. 

Wlut  is  flOGAIHE? 

ROGAiSE  Tccica  So  ui  on  aiScoveretJ  and  rrade  by  The  Upiofin  Company  is  a  standardized  lopicai  itor  use  only  on  rne  skm) 
prescription  medical  on  proved  etiecli«e  tof  tne  [ong-iem  ireatmeni  ol  ma'e  patlern  baldness  ot  ifie  crown 

ROGAINE  isitie  only  lopicai  solution  ol  rrnnoiicJii  Minoxidil  m  tablet  torm  fias  been  used  stncei980  to  lower  blood  pressure 
The  use  ot  minofdi'  !ablets  is  'imited  to  trealmeni  ot  patients  with  severe  high  b'ood  pressure  When  a  high  enough  dosage  m 
tablet  lorm  IS  used  to  lower  oicod  pressure  ceriam  ettects  that  mem  your  attention  may  occur  These  eitects  appear  10  be  dose 
related 

Persons  who  use  ROGAiNE  Topical  Solution  have  a  '0*  levei  ot  absorption  ol  mmondii  mucti  lower  than  that  ol  persons 
being  treated  with  mmoxiCii  !at>lels  tor  high  b'ood  pressure  Therefore  the  iikei'hood  that  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  eflecis  associated  with  minoxidil  tablets  is  very  small  in  tact  none  ot  these  eitects  tias  been  direclly 
atir  buted  to  ROGAINE  .n  cimicai  studies 
Hew  sooB  cap  I  eip«ct  resiKs  froa  iiiig  ROGAINE? 

Studies  lave  shown  that  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  men  receivrng  ROGAINE  may  see  taster  results  than  others  others  may  respond  with  a  slower  rate  ot  hair  growth  You 
Should  not  expect  visible  growth  m  less  than  tour  months 
If  I  respoid  to  ROfiAIIE,  wkat  will  the  hair  look  liha? 

I!  you  ^ave  very  iittie  hair  and  respond  to  treatment  your  iirsi  hair  growth  may  be  soft  downy,  colorless  hair  that  15  barely 
visib  e  After  lurther  treatment  the  new  hair  should  be  the  same  color  and  thickness  as  ihe  other  hair  on  your  scalp  l(  you  start 
w  •'^  substantial  lair  tne  new  lair  should  be  oi  the  same  color  and  thickness  as  the  rest  ol  your  hair 
How  loag  do  I  aaed  to  aso  ROfiAIHE? 

ROGAINE  s  a  treatment  not  a  cure  It  you  respond  to  treatment  you  will  need  to  continue  using  ROGAINE  to  mamlam  or 
increase  ^air  growth  It  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  alter  a  reasonable  penod  ol  time  tat 
least  tou'  months  or  more),  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 
Wkat  happens  It  I  stop  asiag  ROGAIK?  Will  I  keep  the  aew  hair? 

II  you  stop  using  ROGAINE  yOu  will  probably  Shed  the  new  hair  wilhm  a  few  months  after  stopping  treatment 
What  is  the  dosage  of  ROGAINE? 

Vou  sfiouid  apply  a  '  mL  dose  01  ROGAINE  two  times  a  day.  once  m  the  mornmg  and  once  at  nighi  before  bedtime  Each 
bottle  Should  last  about  30  days  (one  month)  The  applicators  m  each  package  of  ROGAINE  are  designed  to  apply  the  correct 
amount  ol  ROGAINE  with  each  application  Please  refer  to  the  Instructioris  for  Use 
What  if  I  niss  a  dose  or  forget  to  ase  ROGAINE? 

It  you  miss  one  or  two  daily  applications  ol  ROGAINE  you  should  restart  your  iwice-daiiy  application  and  return  to  your 
usual  schedule  You  should  not  attempt  to  make  up  tor  missed  applications 
Cap  I  ase  ROGAINE  wora  thae  twice  a  day?  Will  it  work  faster? 

No  Studies  by  The  Upiohn  Company  have  been  carefully  conducted  lo  determine  the  correct  amount  of  ROGAINE  lo  use  to 
obtain  the  most  saiislactory  results  More  frequent  applications  or  use  of  larger  doses  (more  than  onemL  twice  a  day  I  have  not 
been  shown  to  speed  up  the  process  of  hair  growth  and  may  increase  the  possibility  of  side  effects 
What  are  the  riosI  caaiRiOR  side  effects  reported  ip  cliplcal  stadias  with  ROGAINE? 

Studies  01  patients  using  ROGAINE  have  shown  thai  me  most  common  adverse  effects  directly  attributable  to  ROGAINE 
Topical  Solution  were  itchmg  anfl  other  skm  irniaiions  ol  ihe  treated  area  ot  the  scalp  About  5%  of  patients  had  these 
complaints 

Other  side  eflects,  including  lighi-headedness  dicmess  and  headaches  were  reported  by  patients  usmg  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication) 
What  are  sane  of  the  side  effects  people  haf e  reported? 

The  frequency  ot  side  effects  iisied  below  was  similar  except  tor  dermatoiogic  reactions  m  the  ROGAINE  and  placebo 
groups  Respiratory  ititonzhi'.is  upper  respiratory  mtect'on  sinusilisi  Dfmafo'og'C  (irritant  or  allergic  contact  dermatitis 
eczema  hypertrichosis  locai  erythema  pruritus  dry  skm-scafp  tlanmq  exacerbation  of  hair  loss  alopecia)  Gastrointestinal 
(diarrhea  nausea  vomiting*  A'eoro'ogv' (headache  dizziness  lamtness  iight-headednessi  Wusct/'oske'efa/ilraciures,  back 
pam  tendtnitisi  Ca/dio^asct/'aMedema  chest  pain  biood  pressure  mcreases'decreases  palpitation  pulse  rate  increases' 
decreases)  Allergy  monspeci'ic  aiiergjc  reactions  hiwes  allergic  rhmiiis  facial  swelling  and  sensitivity).  Special  Senses 
iconiunctivilis  ear 'nfeciions  vertigo  visual  disturbances  mciudmg  decreased  visual  acuity)  Meiaboiic-Hutniionaneimi 
weight  gami  yrjnary  fracr  1  urinary  tract  infections  renai  caicuii  urethntisi  Genifa' ^rac/ iprostattfis,  epididymitis  sexual 
dystunctioni  Psychiatric  lanxiely  depression  fatigue)  Hematology  iiymphadenopalhy  thrombocyfopenia)  Endocrine 
Individuals  who  are  hypersensitive  to  minoxidil  propylene  glycol  or  efhanoi  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  contains  alcohol  which  could  cause  burning  or  irritation  ot  the  eyes  mucous  membranes  or 
sensitive  snin  areas  It  ROGAiNE  accidentally  gets  mto  these  areas  bathe  the  area  with  large  amounts  of  cool  tap  water  Contact 
vour  doctor  ii  rrntation  persists 

What  are  the  possible  side  effects  tliat  coold  affect  the  heart  aad  circalatlop  whep  asiag  ROGAINE? 

Aiinougn  serious  side  etiecis  nave  noi  been  anribuied  to  ROGAINE  in  cimica'  studies  mere  is  a  possibility  that  they  could 
occur  because  the  active  ingredient  m  ROGAINE  Topical  Solution  is  the  same  as  m  mmoMidii  tablets 

Mmoiidi'  'ablets  are  used  lo  treat  high  piood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries  an 
effect  called  vasodilation  Vasodilation  leads  to  retention  of  fiutd  and  increased  heart  rate  The  following  effects  have  occurred 
in  some  patients  taking  mmondii  tablets  tor  high  biood  pressure 

Increased  heart  rate—  some  patients  have  reported  that  their  resting  heart  rale  increased  by  more  than  20  beats  per  minute 
Rapid  weight  gam  ot  more  ihan  5  pounds  or  swelling  (edemai  ol  the  face  hands  ankles  or  stomach  area  Ditficufty  m 
breathing  especially  when  lying  down  a  result  ot  an  increase  m  body  fluids  or  fluid  around  the  heart  Worsening  ot  or  new 
onset  ot  ang,na  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skm,  very  iittie  minoxidil  is  absorbed  and  the  possible  etiects  attributed 
to  minoxidil  tablets  are  not  expected  with  the  use  ot  ROGAINE  11  however  you  experience  any  of  the  possible  side  etiects 
listed  discontinue  use  of  ROGAINE  and  consult  your  doctor  Presumably  such  eftecis  would  be  most  iikeiy  it  greater 
absorption  occurred  e  g  because  ROGAINE  was  used  on  damaged  or  mtlamed  skm  or  m  greater  than  recommended 
amounis 

In  animal  sludies  minoxidil  in  doses  higher  than  would  be  obtained  from  topical  use  m  people,  has  caused  important  heart 
structure  damage  This  hind  ol  damage  has  not  been  seen  m  hunans  given  minoxidil  tablets  for  high  blood  pressure  at  effective 

doses 

What  factors  maj  increase  the  risk  of  serioas  side  effects  with  ROGAINE? 

Individuals  *ftith  known  or  suspected  underlying  coronary  artery  disease  or  the  presence  oi  or  predisposition  10  heart  failure 
would  be  at  particular  nsk  it  systemic  effects  ithat  is  increased  heart  rate  or  fluid  retention)  of  mmondii  were  to  occur 
Physicians  and  patients  with  these  kinds  ot  underlying  diseases  should  be  conscious  of  the  potential  risk  ot  ireatment  it  they 
choose  to  use  ROGAINE 

ROGAINE  Should  be  applied  oniy  to  tne  scalp  and  should  not  be  used  on  other  parts  of  the  body  because  absorption  ol 
mmoiidi!  may  be  increased  and  the  risk  ot  side  effects  may  become  greater  You  should  not  use  ROGAINE  it  your  scalp  becomes 
irritated  or  is  sunburned  and  yOu  should  not  use  it  along  with  other  topical  treatment  medication  on  your  scalp 
Can  mea  with  high  hlood  prassare  ase  ROGAINE? 

Individuals  With  lypertension  including  those  under  treatmeni  with  antihypertensive  agents,  can  use  ROGAINE  but  should 
be  monitored  closely  by  their  doctor  Patients  taking  guanethid'.ne  for  high  blood  pressure  should  not  use  ROGAiNE 
Shoold  any  precaattons  be  followed? 

Individuals  using  ROGAINE  Should  Be  monitored  by  their  physician  one  monih  atler  siartmg  ROGAINE  and  at  least  every  six 
months  afterward  Discontinue  ROGAINE  if  systemic  ettecis  occur 

Oo  not  use  It  m  conjunction  with  other  topical  agents  such  as  corticosteroids,  retinoids  and  petrolatum  or  agents  that 
enhance  percutaneous  absorption  ROGAINE  is  lor  topical  use  only  Each  ml  contains  20  mg  minoxidil  and  accidental  ingestion 
could  cause  adverse  systemic  effects 

No  carcinogenicity  was  found  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  effects  on  laPor  and  delivery  are  not  known  Pediatric  use  Safety  and  ettecfiveness  has  not  been  established 
under  age  16 

Caution  Federal  law  prohibits  dispensing  without  3  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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thought  that  those  dark,  grainy  images 
of  Noriega  in  handcuffs  symbolize  not 
only  the  dictator's  downfall  but  also  the 
low  state  to  which  U.  S.  policy  in  the 
region  has  fallen. 

BY  JOHN  PEARSON 
Senior  Writer  John  Pearson  was  a  corre- 
spondent in  Latin  America. 
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In  the  movie  Working  Girl,  actress 
Sigourney  Weaver  plays  an  invest- 
ment banker  who  commands  with  au- 
thority, moves  in  financial  circles  with 
ease,  and  enjoys  a  luxurious  lifestyle.  As 
usual.  Hollywood's  version  is  glitzier 
than  the  real  thing. 

There  are  no  power  princesses  in 
Anne  B.  Fisher's  Wall  Street  WomenJ 
The  most  telling  point  about  her  book  is 
that  most  of  the  women  she  interviews 
are  unknown  even  in  Wall  Street  circles. 
Generally,  they're  not  partners  but  re- 
search analysts,  investment  bankers,  a 
head  foreign-exchange  trader,  a  senior 
vice-president  for  marketing.  The  most 
successful  seem  to  be  those  who  have 
started  their  own  money-management 
firms,  such  as  Lilia  Clemente,  who  runs 
the  Clemente  Global  Growth  Fund. 

Fisher's  subjects  are  upbeat  about  op- 
portunities. But  with  only  V '<  of  the 
Street's  top  jobs  held  by  women,  the 
"push  for  success  has  yet  to  be  fought 
out  on  the  partner  level,"  says  C.  Austin 
Fitts,  Dillon  Read  &  Co.'s  only  female 
partner  before  talking  a  government  job. 

Fisher,  formerly  an  editor  at  Fortune, 
draws  these  women  out  about  their 
lucky  breaks,  what  they  do  all  day,  and 
how  they  juggle  their  home  and  work 
lives — or,  more  accurately,  the  personal 
sacrifices  they  make  daily.  The  resulting 
impression — that  work  is  a  struggle — is 
anything  but  inspiring.  The  problem, 
says  one  trader,  is  emotional:  Women 
don't  define  themselves  in  financial 
terms.  Says  a  money  manager:  "Uncon- 
sciously, women  are  afraid  that  if 
they're  competent  with  money  they'll 
end  up  alone." 

Readers  are  left  to  glean  any  other 
conclusions  themselves.  About  the  criti- 
cal subjects — sexism  and  salaries — even 
anecdotal  information  is  absent.  And 
Fisher  tends  to  be  too  enthusiastic  about 
her  subjects:  She  calls  Shearson  Lehman 
Hutton  Inc.'s  Elaine  Garzarelli  "among 
the  most  remarkable  innovators  in  the 
business."  Still.  Wall  Street  Women  of- 
fers a  useful  dose  of  reality  for  female- 
MB.As  considering  a  career  in  finance. 

BY  LEAH  J.  NATHANS 
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There  should  be  more  to  global 
corporate  banking  than  good  deals 


Reaching  farther 
to  bring  you  more 


As  Japan's  premier  corporate 
wholesale  bank  and  a  globally  inte- 
grated financial  group,  IBJ  sees  the 
use  of  creative  decilmaking,  global 
markets  and  sophisticated  financial 
products  as  the  ideal  way  to  give  you 
greater  opportunity  and  choice  in  all 
your  business  activities. 

But  then  IBJ  looks  further,  beyond 
globalization  and  the  eterncd  quest 


for  innovation.  We  spend  the  time 
and  the  resources  to  also  learn  as 
much  about  our  clients  as  we  can, 
and  we  stay  with  them  throughout 
their  long-term  plans  for  business 
growth  and  development. 

Creating  original,  more  individucd- 
ized  products  through  long  and  close 
relationships  with  our  clients,  this  is 
the  IBJ  approach  to  global  corporate 
banking.  It's  a  major  reflection  of  the 
IBJ  philosophy  and  simply  the  best 
way  we  know  to  help  you  meet  your 
financial  and  business  needs  on  the 
complex  global  mcirket. 
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Economic  Viewpoint 


LET'S  NOT  GET 
ALL  WORKED  UP 
AGAIN 
OVER  SAVINGS 


3v  ROBERT  KUTTNER 


For  starters,  the 
'decline"  in  tliiiftiness 
may  be  a  matter  of 
semantics.  But  even  if  it 
weren't,  the  U.S.  will  still 
be  O.K. — as  long  as  it  can 
attract  overseas  investment 


ROBERT  KUTTNER  IS  ECONOMICS 

CORRESPONDENT  FOR  THE  NEW  REPUBLIC 
AND  AUTHOR  OF  THE  LIFE  OF  THE  PARTY 


The  debate  about  America's  savings 
rate  is  heating  up  again.  On  one 
side,  orthodox,  economists  blame 
low  investment  and  low  productixity 
growth  on  low  private  savings  and  high 
public  deficits.  To  restore  growth,  we 
must  tighten  our  belts  and  begin  saving 
more.  This  camp  cuts  across  pam"  lines 
and  includes  liberals  such  as  Han-ard 
economist  Benjamin  Friedman,  author  of 
Dai/  of  Reckoning:  The  Consequences 
of  American  Economic  Policy  in  the 
1980s  ("Society-  pays  for  eating  its  seed 
corn.")  as  well  as  consenatives  such  as 
investment  banker  Peter  G.  Peterson, 
whose  new  book  On  Borrowed  Time  at- 
tributes America's  woes  to  a  consump- 
tion and  entitlement  binge. 

Yet  there  is  a  minority  view,  and  it 
invites  attention.  Univei"sity  of  Pennsyl- 
vania professor  Fred  Block,  for  one. 
challenges  the  way  sa\ings  rates  are  cal- 
culated. In  a  new  monograph.  Block 
finds  that  a  major  source  of  savings — 
private  contributions  to  pension  and  so- 
cial insurance  funds — are  arbitrarily 
counted  in  the  National  Income  &  Prod- 
uct Accounts  as  personal  income  rather 
than  a.^  additions  to  savings.  Using  Fed- 
eral Piesen"e  flow-of-funds  data,  which 
track  actual  money  flowing  from  house- 
holds into  investment  instruments.  Block 
calculates  an  alteniative  measure  of  to- 
tal private  savings:  In  1987,  it  equaled 
S290  billion  rather  than  the  official  sav- 
ing.-; statistic  of  just  S104  billion. 
A  PARADOX.  Economist  Robert  Blecker 
uf  American  University,  for  another, 
finds  that  low  rates  of  measured  net 
private  savings  in  the  1980s  were  caused 
mainly  by  higher  rates  of  economic  de- 
preciation of  the  nation's  capital  stock, 
not  by  depressed  thrift  in  the  household 
sector.  In  a  soon-to-be-released  study  for 
the  Economic  Policy  Institute,  Blecker 
also  calculates  that  the  greater  concen- 
tration of  income  and  wealth  in  Ameri- 
ca's households,  paradoxically,  de- 
pressed rather  than  increased  the  total 
supply  of  savings.  That's  because  the 
increments  in  paper  net  worth — inflated 
real  estate  and  stock  portfolios — enabled 
wealthy  households  to  "spend  more  out 
of  current  income  while  still  increasing 
their  assets."  This,  in  turn,  depressed 
their  net  new  savings. 

Alicia  Munnell,  chief  economist  of  the 
Boston  Federal  Reserx  e  Bank,  writing  in 
the  Xeiv  Englatid  Economic  Renew 
and  building  on  recent  work  by  Chicago 
economist  David  Aschauer,  adds  the  in- 
sight that  private  savings  is  only  one 
among  many  influences  on  productivity 
and  growth.  Public  capital  (infrastruc- 
ture) and  social  capital  (education  and 
training)  are  as  important  to  gi'owth  as 
private  investment.  The  orthodox  mea- 
sures of  savings  and  investment  leave 


out  public  and  social  capital  and  miss 
much  of  the  phenomenon.  ] 
In  1987,  Munnell  repoits,  the  public 
capital  stock  equaled  S2.3  trillion,  com- 
pared with  S4  ti-illion  in  the  private  sec- 
tor. The  investments  of  public  capital, 
which  Aschauer  found  correlated  highly 
with  productivity  growth,  have  been  in 
gi"ave  decline.  According  to  Munnell,  the 
gi'owth  in  nonmilitan"  public  capital  wa^ 
in  most  of  the  1960s,  3.3^;  from  1979 
to  1973.  1.8'^  from  1973  to  1979.  and  just 
0.9'c  in  the  1980s. 

THE  TONTO  FACTOR.  The  unconvention; 
wisdom  on  the  savings  question  high- 
lights an  issue  that  gets  obscured,  per- 
haps intentionally,  in  these  debates:  \\Tio 
benefits,  and  who  pays'?  People  who 
worry  about  savings  rates  have  an  un- 
canny knack  for  obscuiing  the  distribu- 
tional aspect.  In  their  writing,  America 
becomes  one  undifferentiated  "we."  At 
cording  to  Friedman.  "We  have  enjoyec 
what  appears  to  be  a  higher  and  more 
stable  standard  of  living  by  selling  oui 
[own]  and  our  children's  birthright." 
Here,  it  is  appropriate  to  quote  Tonto's 
immoital  words  to  the  Lone  Ranger. 
"What  do  you  mean,  "we.'  paleface'?" 
Friedman's  assertion  is  nonsensical.  For, 
as  Blecker  reports  (and  most  economists 
concede),  the  actual  consumption  of  80% 
of  the  population  declined  during  the 
1980s.  Perhaps  Friedman  was  one  of  the 
luckj"  20'r  who  went  on  a  binge  at  the 
e.xpense  of  his  children,  but  most  Ameri- 
cans have  already  experienced  a  decade 
of  substantial  belt-tightening.  Given 
what  has  happened  to  most  people's  ac- 
tual standard  of  living,  the  moralistic 
note  that  creeps  into  the  austerity  side 
of  the  debate  is  singularly  churiish  and 
inappropriate. 

The  new  view  also  has  implications 
about  remedy.  If  the  real  problem  is  dis- 
tributional concentration  (Blecker)  oi 
starved  social  capital  (Munnell),  then 
President  Bush's  proposal  to  cut  capital 
gains  taxes  and  further  rein  in  public 
spending  is  doubly  counterproductive. 
The  debate  has  a  final  and  deliciously 
contrarian  twist.  Thanks  to  the  triumph 
of  laissez-faire  in  the  1980s,  we  have 
finally  reached  the  nin'ana  of  free  glob- 
al capital  flows,  in  which  money  caa 
flow  from  Tokyo  or  Frankfurt  to  New 
York  or  vice  versa.  In  this  Magic  King- 
dom, money  even  flows  uphill,  from  the 
world's  poorest  countries  to  Wall  Street 
But  this  realitj'  of  one  financial  world, 
long  sought  by  men  such  as  Petei-son, 
means  that  it  really  doesn't  matter  what 
America  saves  as  long  as  world  sa\"ings 
are  adequate  to  finance  world  growth 
and  America  attracts  investment.  Tc 
that  end.  better  roads,  rails,  and  trained 
workers  would  help,  and  we  won't  gel 
those  by  cutting  the  capital  gains  tax.  I 
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ECONOMIC  VIEWPOI 


There  are  two 
kinds  of  innovations 
in  tiie  computer 

^  business. 
Tneonesyoujust 

talkabout 
Andtheonesyou 
actuallyuse. 


Intodudn 


Till' iicuMiiii)il(Ksh lljx  X'l  iiiniiviitii»i.\.  (iiivpoinr/iil uka  liiiiur 
you  nujrelKiu  'tr  Ui  do  more  tknf>s  more  ecmlv  than  mr  hefrre 


.  -t  iKiir  o/  mil  ■  I  ■itko  L  urik  turiK  IS 
lieu  ■  uku-i  from  .-i/i/ile  Lih\  into 
U>    h.'-MiO  more  colors  yoiwiin 
ictimlly  see  liiil  only  on  aMticintosh 


Hiirdly  a  week  goes  by  tliat  you  don't 
read  a  dr^miatic  announcement 
touting  one  personal  computer  in- 
novation or  another 

It  all  sounds  impressive. 
llntO  you  actually  sit  down  at 
a  keyboard  and  try  to  convert  iill 
tliat  hype  into  sometliing  practicd. 

This  is  what  the  remarkable 
new  Macintosh'  n6(  is  all  about. 
It  is,  by  any  me^isure,  one  of  the  most  powerful  personal  computers  ever 
built.  Incorporating  53  major  innovations,  too  many 
to  list  here.  But  a  few  merit  special  mention: 

It  is  tlie  first  persoucil  computer  to  offer  a  Motorola 
68O3O  microprocessor  mnning  at  40  megahertz.  In 
ijifomiation  processing  temis,  this  is  akin  to  a  red 
Ferrari  screaming  down  the  autob-alm  with  Ride  of 
the  l/^///?)TO^cranked  idl  the  way  up  on  tlie  stereo 

It's  also  the  fii'st  personal  computer  to  have  two  additional  pro- 
cessors to  man^ige  tlie  flow  of  information  inside.  So  that  diat 
screaming  68030  chip  isn't  slowed  down  by  tlie  more  mundane 
tiisks  of  computer  housekeeping  And  so  that  you  aren't  slowed 

down.  Ever 

It  comes 
stiindcird  with  4 
megabytes  of 
memory  and  up 
to  160  megabytes 
of  storage  ca- 
pacity'. Plus  six  NuBus  "  slots  to  let  you  expand  its 
capabilities  even  more. 

But  what  mjikes  tlie  nfx  truly  powerfijl  Kj  ^ 

is  that  you  can  apply  all  of  its  53  innovations  to 
solving  tlie  problems  you  have  today 

Because  it  is,  above  all  else,  a  Macintosh. 
It  runs  tliousands  of  Macintosh  programs  that  all 
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.\eii  A,  I  .\  J  (llet^  yiiii  run  I  A/A,  A  Window  System 
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The  new  Macintosh  IlfxJ 
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3  of  the  late 


The  only  meamnglul  uo}'  to  measure  the  power  of  any 
comfiuler  is  fn  •  the  performance  of  the  people  u  'ho  use 
it  Bui just  for  the  recmt.  the  1 1  fx  bleu  the  ii  •nulou  y  off 
tlx  hottest      PC  m  oi  'erall perforrmmce  tests' 


task  Xm^mkmk 


work  in  the  same  consistent,  intuitive  way. 
So  you  don't  have  to  wait  years  for 
someone  to  write  software  for  it.  Or  waste 
months  figuring  out  how  it  works. 

Still,  the  beauty  of  owning  any 
Macintosh  is  how  easily  you  can  take  ad- 
vantage of  the  latest  Apple  ideas. 

You  can  appreciate  the  new  Apple"'  24- 
bit  color  card  witliout  knowing  anything 
of  its  5  innovations.  Just  pop  it  into  any  modular  Macintosh  and  you'll  have 
the  ability  in  any  program,  to  work  with  as  many  as  I6.8  million  colors  (rough- 
ly 16,776,960  more  than  you'll  see  on  any  other  personal  computer). 

Apple's  new  graphics  accelerator  card  features  a  total  of  13  innovations. 
But  one  glance  at  a  Macintosh  screen  tells  you  aO  you  need  to  know.  It's  incred- 
ibly fast.  Even  when  redrawing  the  most  complex  CAD  graphics. 

Our  latest  version  of  the  UNIX"  operating  s}5tem  -  A/UX®  2.0 — represents 
32  innovations  from  Apple.  And  hundreds 
of  new  choices  for  you.  Because  it  not 
\  \      only  makes  the  notoriously  com- 
plex UNIX  easier  to  use.  It  also 
lets  you  run  UNIX  programs, 
UNKXWindow  System 
programs  and  off-tlie- 
shelf  Macintosh  personal 
productivity  software  at 
the  same  time. 

Of  course,  the  ultimate  test  of  any  innovation  comes 
when  you  actually  get  your  hands  on  it.  Something  your  autho- 
rized Apple  reseller  will  gladly  arrange. 

Then  you'll  know  why  Macintosh  has  the  power  to 
change  the  way  you  think  about  computers. 
^     The  power  you  buy  a  computer  for  in  the  first  place. 


'Ihe  llfK  nitis  thousatuls  ofMaantosh  hiwness 
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The  power  to  be  your  best? 


its  power byyour  results. 


uierlnc  Adobe  lUustraicn' is  a  regislemi  trademark  of  Adobe  Q/rp  Pagemakeris  a  re^istemi  tradeiruii^  uf Aldus  Corp.  Compoi^  is  a  registered  treideniark  of  Compaq  CompuUr  IrK^  IBM  ts  a  registered  tradenutrkoflntemalvmalBiisiTiess  Machines.  Inc  UNIX  is  a 
■Qdmark  of  AT&T  Corf}  Motorola  is  a  regtsieredtrademiois  of Mc^oroia  Corp.  MuymofiEj^  NuBusisatrademarkofTexaslnstnmerUsJrK  /bii/ Ride  of  the  Valkvnes  is  a  lemfk  piece  of musK  ©  1990  Apple  Comfnder  Inc 
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What  a  wonderful  tinie  to  be  a  human  being. 

First,  they  tear  do\M[  the  Berlin  Wall. 

Then.Macintosh'  becomes  one  of  the  most  power- 
ful personal  computer  s^"stems  in  the  whole  world. 

What  a  great  way  to  start  a  decade.  Humanit}"  is  in 
\"Ogue.  Gkwiost  is  in  the  papers.  -\nd  the  computer  for 
the  rest  of  us  lias  become  the  computer  for  all  of  us. 

Scientists,  engineers,  teachers  and  students.  CFOs. 
CEOs  and  CRAs.The  sales  force  and  tlie  secretarial  pool. 

.\n^^\"here  you  find  people  who  prefer  actuall\"  get- 
ting things  done  instead  of  figuring  out  rigid,  intimidat- 
ing computers.  Which  is  to  sa\;  almost  e\"er\where. 

Why  e\'en  other  personal  computer  companies  are 
finally  starting  to  see  things  our  wa\'. 

But  just  cis  \  ou  can't  expea  the  KGB  to  start  picking 
up  Xobel  Peace  Prizes.  \ou  can't  expect  any  otlier  com- 
puter to  work  like  a  Macintosh. 

Onl\'  a  Macintosh  lets  you  learn  the  bcisics  of  thou- 
sands of  different  programs  simply  by  learning  one.  So 
you  spend  a  lot  more  time  actually  using  \'our  computer 
-And  a  lot  less  time  figuring  it  out 

Only  a  Macintosh  offers  awhole  family  of  comput- 


ers tliat  all  run  the  same  software  \\ith  the  same  point- 
and-click  simplicity:  So  )'0u  can  bu}"any  Macintosh  toda\; 
-and  \"ou  won't  have  to  buy  new  software  if  you  want  to 
mo\'e  up  to  a  more  powerful  .\Lacintosh  tomorrow. 

Only  a  \  Lacintosh  gi^■es  you  so  much  power  to  do  so 
many  tliiiigs  so  quickl}"  and  so  easily. 

Of  course,  just  as  different  economic  s\"stems  can 
\\"ork  together  to  the  benefit  of  both,  so  too  can  Macintosh 
work  \\1th  tlie  computer  s\"stems  you  have  now:  IBM 
mainfi^ies.  Digital  \--\X  computers,  token-ring  networks, 
other  personal  computers,  you  name  it 

.And  with  an\'  Macintosh  equipped  with  an  .Apple' 
SuperDri\e"disk  dri\e.  you  can  e\'en  move  information 
between  a  Macintosh  and  an  MS-DOS.  OS  2  or  Apple  n 
computer  on  a  staiidard  3^2-inch  floppy  disk 

Of  course,  the  best  wa\"  to  understand  the  power  of 
Macintosh  is  to  sit  down  and  use  one. 

Then  you'll  know  wh\"  Macintosh  has  the  power  to 
change  the  way  you  think  about  computers. 

The  power  even'one  in  the  world  can  appreciate. 

The  power  to  be  your  besC 
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!OFESSIONAL 
)RKERS:  CAN  AMERICA 
EP  ITS  EDGE?  

5  hardly  news  that  the  American 
;onomy  in  recent  decades  has  under- 
i  dramatic  structural  changes  that 
i  placed  an  increasing  premium  on 

services  of  skilled  and  educated 
kers.  Indeed,  according  to  some  ob- 
ers,  a  shift  in  the  international  divi- 

of  labor  is  under  way,  with  highly 
!loped  nations  stressing  information 
nology  and  professional  services  and 
developed  nations  focusing  on  basic- 
Is  production. 


lOREAND  MORE  WORKERS 
ARE  'PROFESSIONAIS' 


'60  70  '80  '88 

(CENT  OF  All  EMPLOYED  PERSONS 
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ist  how  forcefully  has  the  U.  S.  par- 
ated  in  the  trend?  Writing  in  the 
ent  Neiv  England  Economic  Re- 
',  economist  Steven  A.  Sass  of  the 
3ral  Reserve  Bank  of  Boston  ob- 
es  that  the  percentage  of  the  labor 
e  categorized  by  the  Census  Bureau 
professional,  technical,  and  kindred" 
kers,  which  grew  slowly  in  the  first 
of  the  century,  took  off  in  the  post- 
period,  more  than  doubling  from 
'  in  1950  to  18%  in  1988  (chart), 
le  postwar  professional  surge  has 
mded  into  new  areas.  In  1950,  says 
;,  professional  and  technical  workers 
5  clustered  in  a  handful  of  profes- 
al-service  industries  such  as  account- 
health  care,  law,  engineering,  and 
;ation.  Since  then,  almost  all  of  these 
itional  professions  have  grown  rap- 
— even  as  the  concentration  of  so- 
5d  professional  workers  in  their 
:s  has  fallen  somewhat, 
t  the  same  time,  though,  such  work- 
have  been  playing  an  increasingly 
)rtant  role  in  other  industries  pro- 
ng a  broad  array  of  goods  and  ser- 


vices. By  1988,  Sass  estimates,  profes- 
sional and  technical  workers  accounted 
for  at  least  207'  of  the  work  forces  in  18 
industries — including  office  Tnachinery, 
aircraft,  chemicals,  electrical  machinery, 
business  services,  entertainment,  and 
communications — as  well  as  in  tradition- 
al professional  services. 

Counting  both  its  professional  staffs 
and  other  workers,  says  Sass,  this  group 
of  professionalized  industries  now  em- 
ploys nearly  407'  of  all  American  work- 
ers. "In  terms  of  international  competi- 
tiveness, income  per  worker,  and 
technical  advance,  it  may  be  the  most 
successful  sector  of  the  U.  S.  economy." 

Whether  the  U.  S.  can  keep  meeting 
the  rising  demand  for  professional  and 
technical  workers  as  science-  and  com- 
puter-based technologies  expand  into 
new  industries  is  another  question.  Sass 
notes  that  the  percentage  of  profession- 
als among  younger  workers  has  started 
to  decline  just  as  the  number  of  young 
Americans  entering  the  labor  force  is 
also  falling.  "Unless  educational  efforts 
are  mounted  to  draw  underprivileged 
Americans  into  professional  occupations 
and  to  facilitate  shifts  in  professional 
careers,"  he  warns,  "America  risks  los- 
ing some  of  its  comparative  advantage 
in  professional  workers." 


Budget  monitors,  take  note:  Econo- 
mist William  V.  Sullivan  Jr.  of  Dean 
Witter  Reynolds  Inc.  points  out  that  to- 
tal income-tax  refunds  to  individuals  hit 
$13,945  billion  during  the  first  six  weeks 
of  the  current  refund  season — a  star- 
tling 287'  over  last  year's  pace. 

To  be  sure,  some  rise  in  refunds  was 
expected  this  year,  if  only  because  many 
people  who  deferred  income  to  1988  to 
take  advantage  of  lower  tax  rates  were 
hit  with  large  tax  liabilities  last  year. 
Moreover,  the  Internal  Revenue  Service, 
aided  by  a  surge  in  electronically  filed 
returns,  has  processed  some  12.57'  more 
returns  so  far  this  year  than  in  the  com- 
parable period  in  1989.  And  that  sug- 
gests that  much  of  the  rise  in  the  total 
amount  refunded  in  the  current  taxpay- 
ing  season  simply  reflects  a  speedup  in 
processing.  (The  average  individual  re- 
fund this  year  is  running  only  $27  over 
last  year,  or 

If  earlier  and  more  efficient  process- 
ing is  behind  the  gain,  notes  Sullivan, 
then  refunds  should  taper  off  in  April 
and  May.  But  if  they  don't,  the  impact 
on  the  budget  shortfall  could  be  consid- 
erable: A  continuation  of  the  current 


pace  of  refunds,  he  says,  "could  easily 
add  $10  billion  or  more  to  the  projected 
budget  deficit." 


FATTER  PAYROLLS 
COULD  BE  A 
STATISTICAL  ILLUSION 

The  spectacular  explosion  in  payroll 
jobs  in  January  and  February  report- 
ed by  the  Labor  Dept.  is  leaving  behind 
clouds  of  uncertainty.  For  one  thing,  the 
704,000  increase  in  payroll  employment 
so  far  this  year  contrasts  sharply  with 
the  147,000  rise  reported  by  the  Labor 
Dept.  in  its  household  survey.  Indeed, 
though  the  two  series  tend  to  move  to- 
gether over  time,  the  payroll  employ- 
ment count  over  the  past  year  has  risen 
far  faster  than  the  household  count, 
racking  up  some  1.3  million  more  jobs. 

One  possible  explanation  of  the  gap  is 
that  the  payroll  survey,  which  counts 
jobs  rather  than  people,  is  picking  up  a 
rise  in  multiple  jobholding.  Another  is 
that  Labor  is  overestimating  the  trend  in 
new  business  formations  that  it  uses  to 
adjust  the  raw  payroll  data.  In  either 
case,  however,  the  payroll  data  would 
reflect  less  strength  than  the  raw  num- 
bers seem  to  imply. 

Another  possibility  is  that  seasonal  ad- 
justment overstated  the  gains  because 
the  weather  in  the  first  quarter  was  the 
warmest  on  record.  Economist  Maury 
Harris  of  PaineWebber  Inc.  notes,  for 
example,  that  while  construction  jobs 
are  up  164,000  this  year  on  a  seasonally 
adjusted  basis,  they  are  actually  down 
by  313,000  since  December  on  an  unad- 
justed basis.  In  short,  says  Harris,  "it's 
best  to  invoke  the  rule  of  caveat  emptor 
before  drawing  any  firm  conclusions 
from  the  latest  employment  reports." 


THESE  SIGNS  POINT 
TO  A  CHILLY  SUMMER 
FOR  THE  ECONOMY 

Columbia  University's  Center  for  In- 
ternational Business  Cycle  Research 
(CIBCR)  says  its  indicators  point  to  a  pos- 
sible U.  S.  recession  around  midyear.  Al- 
though the  BUSINESS  WEEK  leading  index 
compiled  by  CIBCR  has  turned  up  slight- 
ly, it  remains  weak.  Meanwhile,  the  cen- 
ter's leading  employment  index  went  no- 
where in  February,  and  its  leading 
inflation  index  hit  a  four-year  low.  On 
the  bright  side,  the  center's  long-leading 
index  that  foreshadows  developments  a 
year  or  more  away  surged  to  new  highs, 
suggesting  that  any  near-term  recession 
should  be  short-lived. 


TAX  REFUNDS  ARE 
RUNNING  FAR  AHEAD  OF 
LAST  YEAR'S  PACE 
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ASKS  ENTREPRENEURS 


Is  Your  Business  Taking  Over  Your  Life? 

Introducing  an  important  new  forum  exclusively  for 
entrepreneurs,  their  spouses  and  fieirs. 


You  founded  your  business  on  a  dream  and  a  few  dollars. 
Stuck  with  if  when  others  thought  you'd  never  make  it.  And 
it  paid  off.  Today  you're  a  success-and  facing  a  whole  new 
assortment  of  personal  and  professional  dilemmas. 

How  to  Meet  the  (challenge 
of  Successful  Ownership 

To  help  you  meet  the  unique  challenges  that  come  only 
from  ownership  of  a  successful  business.  BusinessWeek 
has  created  BEYOND  ENTREPRENEURSHIP.  The  Business 
Week  Forum  of  Business  Owners. 
BEYOND  ENTREPRENEURSHIP  is  not  for  managers.  It's 
not  for  employees.  It  is  for  those  founders  and  owners  who 
have  taken  the  risks  and  reaped  the  rewards  of  creating  a 
privately-held  business. 

BusinessWeek  has  also  created  two  days  of  special 
seminars  for  your  spouse-a  series  of  roundtable  discus- 
sions and  workshops  addressing  the  diverse  challenges 
of  marriage  to  an  entrepreneur.  Plus,  your  sons  and 
daughters  are  invited  to  a  closed  door  session  where  they 
can  meet  privately  to  discuss  their  experiences  dealing 
with  inherited  wealth  and  working  in  your  business. 

IVleet  with  the  Nation's  Best  Business  IVIinds 

Business  Week  will  place  you  face  to  face  with  some  of  the 
best  business  minds  in  the  country.  You'll  hear  keynote 
speaker,  Peter  V.  Ueberroth,  investor  and  Managing 
Director  of  the  Contrarian  Group.  Inc..  and  get  keen 
insights  from  family  business  expeils  John  Davis,  John 
Ward,  and  Roy  Williams,  inherited  wealth  specialists 
Dr.  Joanie  Bronfman  and  Linda  Pritzker.  small  business 
economists  like  William  Dunkelberg  and  Tom  Gray,  plus 
many  other  prominent  business  thinkers. 

You'll  lake  home  dozens  of  ideas  you  can  use  from  the 
more  than  25  full  group  and  breakout  sessions  including; 


•  How  to  Make  Your  Decision  Making  Style 
Fit  Your  Company 

•  How  10  Maintain  a  Balance  Between  Work  (S  Your 
Private  Life 

•  How  to  Maximize  Your  .Assets 

•  How  to  Finance  Your  Next  Growth  Phase 

•  How  to  Fight  For  and  W  in  the  Best  Workers 

AND  \11(:H  MORE! 

For  More  Inforniatioii 

Space  is  limited-so  register  today.  BEYOlVD 
Ei\TREPREI\EllRSHiP  could  make  a  real  difference 
to  your  business,  your  family-and  to  you. 

Call  TOLL  FRp;!-;  (800)  962-8592,  or  fax  (212)  967-5847. 
Or  if  you  prefer,  write  to  BusinessWeek  Conference/CRP 
323  West  39th  St.,  5th  fl..  New  York,  NY  10018. 


BEYOND  ENTREPRENEURSHIP 

A  Business  Week  Forum  of  Business  Owners 
MaylOdnd  11,1990 
Westin  St.  Francis  Hotel,  San  Francisco,  California 
l^resented  in  (issociation  wiUi 
American  Society  of  <;iil  and  iMi] 
Apple  Computer  Inc. 
Capital  Guardian  Trust  Company 
The  Geneva  Companies 
kPMG  Peat  Marwicii 
Metropolitan  Life  Insurance  Company 
Morrison  &  Foerster 


Call  (800)962-8592  or  FAX  (212)  967-5847  for  more  information. 


Match  the  market  to  your  ad  We  offer  an 
extraordinary  range  of  targeted  circula- 
tion to  give  you  flexibility  and  economy. 
You  can  direct  your  message  to  your  geo- 
graphic or  demographic  market-and  do 
it  within  your  budget  requirements. 
When  you  buy  one  or  any  combination  of 
metro,  state,  regional  or  international 
areas,  you  get  precisely  the  top  manage- 
ment readers  you  want,  and  you  get 
them  more  efficiently  than  with  any 
c  business  magazine.  Put  your  ad  in 
its  proper  place;  place  it  in  BusinessWeek 

'  — .  Worldwide 

North  America 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  FIRST  QUARTER  LOOKED  GOOD 
UT  lOOKS  CAN  BE  DECEIVING 


rhe  economy  has  bounded  into  the  new  year  with  a 
lot  more  vigor  than  many  economists  expected.  Or 
has  it?  A  lot  of  the  recent  data  look  quite  strong, 
t  none  of  the  fundamentals  that  support  economic 
5wth  has  changed  for  the  better.  In  fact,  many  of  the 
derpinnings  are  increasingly  weak.  So  the  first  quar- 
t's bounce  is  likely  to  be  short-lived. 
Despite  some  big  early  gains,  yearly  growth  in  jobs 
i  incomes  is  slowing  down.  And  interest  rates,  includ- 
1  mortgage  rates,  have  risen.  That  combination  will 
napen  demand  for  housing  and  autos — and  limit  this 
ir's  growth  in  consumer  spending. 

Corporate  profits  are  still  fall- 
ing as  a  result  of  sluggish  de- 
mand and  the  squeeze  on  mar- 
gins from  higher  costs  of  labor 
and  debt  service.  Weak  earn- 
ings and  declining  operating 
rates  dull  the  outlook  for  capital 
spending  this  year — particularly 
in  manufacturing.  The  factory 
sector  is  likely  to  remain  in  the 
doldrums  a  while  longer. 
As  for  foreign  trade,  the  dol- 


THE  PRESSURES 
UNDER  INFLATION 
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's  strength  against  the  Japanese  yen  dims  prospects 
■  slower  growth  in  imports  this  year.  Nor  will  exports 
helped  by  hikes  in  interest  rates  abroad,  which  will 
ard  growth  in  the  industrialized  countries.  And  ef- 
ts to  tame  the  federal  budget  deficit,  along  with  the 
fense  slowdown,  will  take  away  still  more  support, 
rhe  weather  gets  much  of  the  credit  for  the  economy's 
"ly-year  strength.  Average  temperatures  in  January 
i  February  were  the  highest  in  the  past  century.  That 
;ulted  in  unusual  strength  in  construction,  retail  sales, 
'  buying,  and  other  fair-weather  activities.  But  a  lot  of 
it  strength  was  borrowed  from  the  spring  months. 
iVhile  the  economy  remains  vital  enough  to  fend  off  a 
;ession,  its  tenuous  fundamentals  will  keep  growth  on 
?  sluggish  side — perhaps  for  the  rest  of  the  year. 
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With  the  outlook  for  economic  growth  so 
tepid,  shouldn't  inflation  ease  downward? 
Yes — and  no.  Price  pressures  on  goods 
are  already  abating,  particularly  at  the 
3ducer  level.  But  fast-rising  service  prices  are  prevent- 
^  much  of  a  decline  in  consumer  inflation  (chart).  On 
lance,  the  economy  is  not  rising  fast  enough  to  cause 
isumer  inflation  to  accelerate,  nor  is  it  slowing 
ough  to  allow  much  in  the  way  of  moderation, 
rhe  consumer  price  index  rose  0.57^  in  February,  fol- 


lowing a  1.1%  jump  in  January.  Price  hikes  for  energy 
and  food — the  result  of  the  December  freeze — fueled  the 
big  January  increase,  and  those  two  items  were  moderat- 
ing influences  in  February.  During  the  past  year,  the  CPI 
has  risen  5.37f ,  up  from  4.87  in  the  previous  year. 

Excluding  the  ups  and  downs  in  food  and  energy 
prices  yields  a  more  stable  pattern  that  gives  a  better 
view  of  inflationary  pressures — and  it  isn't  very  hearten- 
ing. The  CPI,  without  food  and  energy,  rose  0.5%  in 
February  and  0.6%  in  January.  During  the  past  year, 
this  core  rate  of  inflation  has  held  at  4.6%,  very  near  the 
4.8%o  pace  posted  in  the  previous  12  months. 

Separating  goods  and  ser- 
vices shows  that  goods  inflation 
has  fallen  to  3.5%o  during  the 
past  year,  from  4.2%  the  previ- 
ous year.  But  service  prices 
have  risen  5.2%',  compared  with 
5.1%.  Medical-care  costs,  up 
8.8%,  lead  the  pressure. 

A  huge  one-month  increase  of 
3.3%  in  apparel  prices  caused 
goods  prices  to  look  overly  ro- 
bust in  February.  Again,  credit 
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the  weather — apparel  stores  introduced  higher-priced 
spring  items  earlier  than  usual.  But  if  recent  patterns 
hold,  apparel  prices  will  fall  back  in  coming  months. 

Prices  for  food  and  energy  should  put  less  pressure  on 
inflation  in  coming  months.  Prices  for  crude  oil  have 
already  fallen  considerably  in  February  and  March.  That 
will  help  the  trade  deficit,  as  well  as  consumers. 

INDUSTRY      Oil  imports  soared  in  January  (chart),  and 
OUTPUT        they  were  responsible  for  much  of  the 
IS  STILL         widening  in  the  month's  merchandise 
SAGGING       trade  gap  to  $9.3  billion  from  $7.7  billion 
in  December.  In  fact,  America's  dependency  on  foreign 
oil  is  reaching  disturbing  levels  again.  Foreign  petroleum 
accounted  for  54%  of  U.  S.  consumption  in  January, 
while  domestic  production  dropped  to  a  25-year  low. 

Overall,  imports  of  merchandise  jumped  7.3%  in  Janu- 
ary, to  $41.3  billion,  while  exports  rose  4%,  to  a  record 
$32.1  billion.  Exports  are  growing  much  more  slowly, 
though,  while  imports'  growth  hasn't  abated  much  at  all. 
During  the  past  year,  exports  rose  13.1%,  compared  with 
18.3%'  during  the  previous  12  months — a  trend  that  dims 
hopes  for  further  shrinkage  in  the  deficit. 

Moreover,  if  foreign  demand  continues  to  wane,  the 
sagging  U.  S.  industrial  sector  will  lose  a  vital  source  of 
growth  at  a  time  when  domestic  spending  is  weak.  That 
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would  further  moderate  goods  inflation — but  at  the  cost . 
of  more  cutbacks  in  production  and  payrolls. 

In  Februar\\  industrial  output  posted  a  healthy  0.6':'^ 
rise.  But  that  followed  a  steep  Iff  drop  in  January. 
Utihty  use  declined  because  of  the  warm  weather.  It 
should  bounce  back  in  the  spring,  but  manufacturing  is 
unlikely  to  come  out  of  the  doldrums  soon. 

Factory  output  rose  0.7%  in  February,  after  falling 
0.7%  in  January-  and  0.1%  in  December.  So  far,  first- 
quarter  production  has  declined  at  an  annual  rate  of  1% 
from  its  level  in  the  fourth  quarter,  when  it  fell  1.3%. 

The  weakness  in  output  has 
eased  capacity-  constraints,  an- 
other good  sign  for  further 
moderation  in  price  hikes.  In 
Februarj',  operating  rates  for 
all  U.  S.  industry  stood  at  82.3%, 
down  from  83.9%  a  year  earlier. 
In  manufacturing  alone,  capaci- 
ty use  has  fallen  to  82.4%,  from 
84.3%  a  year  earlier. 

The  auto  industry  has  con- 
tributed to  much — but  not  all — 
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of  the  recent  problems  in  manufacturing.  Auto  makers, 
striving  to  whittle  down  dealer  inventories,  assembled 
only  4.1  million  cars,  at  an  annual  rate,  in  January.  Since 
then,  output  rebounded  to  5.8  million  in  February',  and 
Detroit  has  scheduled  modest  production  increases  for 
March  and  the  second  quarter. 

But  the  lackluster  pace  of  sales  in  late  February  and 
early  March  suggests  that  production  schedules  may 
again  be  scaled  back.  That  will  spell  trouble  not  only  for 
Detroit  but  also  for  industries  that  supply  carmakers — 
particularly  steel,  glass,  and  plastics. 

The  slowdown  in  industrial  production,  however,  ex- 
tends far  beyond  cars  (chart).  In  the  past  12  months, 
factor}^  output  excluding  autos  has  edged  up  just  2.1%, 
compared  with  a  4.8%  annual  pace  a  year  earlier.  In 


February,  pi-oduction  of  appliances,  consumer  nondur^ 
ble  goods,  and  computer  equipment  all  fell. 

Slack  demand  has  cut  production  schedules  and  pr(] 
vented  companies  from  increasing  prices  much.  Swing! 
in  food  and  energy  prices  led  to  the  recent  gjTations  if 
the  top-line  readings  of  inflation.  Producer  prices  fc 
finished  goods  were  flat  in  Februan,-,  after  soaring  foo| 
and  energ\'  costs  led  to  a  1.8%  jump  in  January. 

But  exclude  food  and  energ\',  and  prices  were  up 
modest  0A7c  in  February-,  after  rising  only  0.1%  in  Jan  J 
ary.  Over  the  year,  the  core  rate  of  inflation  in  finishel 
goods  has  slipped  to  3.7%,  from  4.5%  a  year  earlier. 

MATERIALS  With  production  of  finished  goods  slidind 
PRICES  demand  for  input  materials  and  suppliej 
ARE  STUCK  has  faltered.  Output  of  materials  edgei 
IN  NEUTRAL  j^g|.  q  ^c^  February,  after  falling  ii| 
each  of  the  pi'evious  three  months. 

In  turn,  materials  suppliers  have  had  a  hard  tim4 
passing  along  price  hikes.  Prices  of  intermediate  mater 
als  and  supplies,  excluding  food  and  energy,  rose  jusl 
O.V'c  in  Januan,'  and  February'.  A  year  ago,  producer^ 
were  raising  prices  by  an  average  of  0.5%f  per  month 
Prices  for  construction  materials  have  gone  nowher^ 
since  mid-1989,  reflecting  a  stagnant  building  sector. 

Housing  looked  strong  recently,  but  that's  a  result  oi 
the  unseasonably  warm  winter,  not  any  strength  ir 
home  buying.  In  February,  housing  starts  stood  at  a  1.4^ 
million  annual  rate,  down  from  1.59  million  in  January! 
After  the  recent  rise  in  mortgage  rates,  a  1.4  millior 
pace  for  the  rest  of  the  year  seems  more  realistic. 

Given  the  economy's  improved  tone  in  the  first  quarl 
ter,  the  Federal  Reserve  Board  is  unlikely  to  ease  monel 
tary  policy  at  its  meeting  on  Mar.  27.  But  as  the  expan] 
sion's  weak  underpinnings  become  more  apparent  ir 
coming  months,  the  Fed  may  have  to  push  down  interest] 
rates  to  ensure  that  the  economic  slowdown  doesn't  turr 
into  a  recession. 


CORPORATE  PROFITS 


Wednesday,  Mar.  28,  8: JO  a.m. 
Aftertax  corporate  profits  probably  fell 
at  an  annual  rate  of  23^^  in  the  fourth 
quarter.  The  earnings  report,  to  be  re- 
leased with  the  government's  second  re- 
\ision  to  the  gross  national  product, 
should  show  that  profits  at  nonfinancial 
corporations  continue  to  be  squeezed  by 
sagging  sales  and  rising  unit-labor  costs. 
In  the  third  quarter,  aftertax  profits  fell 
at  a  19.9'7(  annual  pace,  to  a  yearlv  rate 
of  S152.4  billion. 

NEW  SINGLE-FAMILY  HOME  SALES 

Wednesday,  Mar.  28,  10  a.m. 

Most  economists  expect  a  rebound  in 

home  sales  in  Februarv',  to  an  annual 


rate  of  about  610,000  from  January's 
589,000  clip.  That's  suggested  by  Febru- 
an,''s  warm  weather  and  declining  mort- 
gage rates.  Even  with  the  expected  re- 
bound, home  sales  in  the  first  quarter 
would  be  29^"^  below  their  fourth-quarter 
level,  at  an  annual  rate. 

PERSONAL  INCOME  

Thursday,  Mar.  29,  10  a.m. 
The  consensus  is  that  personal  income 
grew  by  a  robust  1%  in  February  ,  on  top 
of  a  strong  0.8%  advance  in  January. 
The  healthy  gain  in  emplojTnent  sug- 
gests that  wages  and  salaries  rose  at  a 
rapid  clip  in  February'.  Consumer  spend- 
ing probably  rose  by  a  modest  0.4%  in 
February.  An  expected  6.5%  drop  in  auto 
purchases  will  offset  gains  in  other  du- 


rable and  nondurable  goods.  Servio 
spending  is  expected  to  rebound  strong- 
ly, after  falling  by  O.S'^  in  January.  Low- 
er utility  usage,  because  of  the  warm 
weather,  caused  that  decline.  In  Janu- 
ary-, consumer  spending  rose  by  0.6? 

FACTORY  INVENTORIES 


Friday.  Mar.  -iO.  10  a.m. 
Manufacturers  probably  increased  their 
stockpiles  by  about  0.4%  in  February, 
after  a  0.7'"c  rise  in  January.  Output 
grew  by  a  strong  0.7%  in  February,  and 
that  was  only  partially  offset  by  rising 
shipments.  Factory  orders  likely  in 
creased  by  about  6%  in  Februan,-,  after 
declining  by  a  sharp  5.4%  in  January. 
That's  suggested  by  the  expected  7% 
gain  in  new  durable  goods  orders. 
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CLEARED  FOR  TAKEOFF?  THE  BOARD  REMOVED  CHAIRMAN  STEVE  WOLF  FROM  NEGOTIATIONS,  BUT  THAT  DIDN'T  RESULT  IN  A  DEAL 


HEADS  YOU  WIN, 
TAILS  I  lOSE 

UAL  IS  BACKED  INTO  A  CORNER  BY  CONISTON  PARTNERS  AND  THE  UNIONS 
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Stephen  M.  Wolf,  the  embattled 
chairman  of  UAL  Corp.,  and  his 
board  must  long  for  the  good  old 
days  when  directors  advised,  managers 
managed,  employees  followed  orders, 
and  shareholders  quietly  took  their 
chances.  But  that  era  seems  long  gone 
for  the  perennially  pursued  UAL.  Both 
its  employees  and  its  largest  shareholder 
seem  intent  on  charting  their  own  course 
for  the  parent  of  United  Airlines  Inc. 

Wolf  and  the  board  have  suddenly 
landed  in  a  "heads-you-win,  tails-I-lose" 
situation.  If  the  coalition  of  United's 


three  major  unions  succeeds  in  the  $3.9 
billion  bid  for  UAL  it  launched  on  Mar. 
19,  they're  all  out  of  a  job.  But  if  man- 
agement prevails  in  thwarting  a  proxy 
battle  by  Coniston  Partners  to  seize  con- 
trol of  UAL  and  then  sell  it  to  the  unions, 
the  hell  they're  likely  to  endure  from 
workers  could  quickly  make  them  long 
for  early  retirement.  "Whatever  the 
board  does,"  says  Shearson  Lehman 
Hutton  Inc.  analyst  Helane  Becker, 
"they  risk  doing  the  wrong  thing." 

Far  more  than  a  simple  labor  dispute, 
the  long-simmering  controversy  at  UAL 


is  fast  becoming  a  lesson  in  just  hov 
much  the  rules  of  the  takeover  game  an 
changing  in  the  1990s.  An  employee 
stock  ownership  plan,  the  sword  favorec 
by  many  1980s  managers  as  a  poten 
takeover  defense,  is  now  poised  to  cu' 
down  UAL  managers.  < 
CRAWLING.  Likewise,  while  1980s  take 
over  artists  could  have  relied  on  high 
yield  bonds  to  finance  a  corporate  raid 
Coniston  is  mounting  a  proxy  fight — th< 
best  course  in  these  junk-bond-wan 
times — to  grab  control  of  UAL.  How  wel 
UAL's  current  directors  adapt  to  thes( 
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w  rules  before  the  company's  Apr.  26 
nual  meeting  will  determine  whether 
jy  continue  to  pilot  the  carrier. 
Discontent  has  been  spreading  ever 
ice  the  $6.7  billion  employee-manage- 
mt  buyout  collapsed  for  lack  of  financ- 
r  last  Oct.  19.  And  starting  late  last 
ar,  the  unions  representing  United's 
ots,  machinists,  and  flight  attendants 
d  been  trying  to  negotiate  a  revived 
iployee  buyout.  But  talks  crawled — 
inks  to  the  historically  strained  ties 
long  the  three  unions  and  dete- 
rating  relations  with  Wolf,  who 
d  formed  his  own  uneasy  alli- 
ee  with  the  pilots  in  the  aborted 
yout. 

Even  after  the  board  removed 
)lf  from  the  negotiations  and 
ncessionary  labor  contracts 
!re  hammered  out  with  the 
•ee  unions,  the  talks  hit  another 
idblock:  price.  Sources  close  to 
i  bargaining  say  ual's  board, 
irful  of  suits  from  shareholders 

10  are  expected  to  be  angered 
any  deal  that  yields  them  a  lot 
s  than  last  fall's  $300-a-share 
1,  wanted  at  least  $220  a  share 
a  new  buyout.  "They  wanted  a 
ce  that  was  substantially  high- 
than  we  were  willing  to  pay," 
fs  one  participant  in  the  talks — 
f  could  get  financing  for." 
VIeanwhile,  Coniston  was  grow- 
i;  more  and  more  unhappy  with 
;  sluggish  pace  of  the  talks, 
e  New  York-based  investment 
rtnership  had  profitably  cashed 
t  a  big  holding  in  UAL  before 
t  October's  crash.  But  then  it 
lassed  a  new  11.8%  stake  at  an 
srage  price  of  roughly  $160  a 
are.  Yet,  by  late  February, 
l's  shares  had  tumbled  to  $126, 
nng  the  Coniston  group  a  paper 
s  of  $80  million.  "Nothing  was 
tting  done,"  explains  Coniston 
ncipal  Paul  E.  Tierney  Jr.  So  in 
rly  March,  Coniston  and  the 
ions  decided  to  join  forces  and 
•ned  up  the  heat. 
EPTiciSM.  The  plan:  Coniston 

11  wage  a  proxy  battle  to  re- 
Lce  ual's  board  with  its  own 
minees.  That  slate  will  include 
i  firm's  three  principals,  along 
th  four  employee  representa- 
es  and  three  outsiders. 
Should  they  be  elected,  Conis- 
I's  nominees  want  to  move  fast 
sell  UAL  to  an  ESOP  comprised 
United's  three  labor  groups 

d  its  nonunion  employees.  The 
ice:  $150  a  share  in  cash  and  $25 
notes  yielding  15%.  Existing 
.L  shareholders  would  also  re- 
ive 25%  of  new  "stub"  shares  of 
lL  nonvoting  common,  which 
iren  Firestone,  manager  of  Fi- 


delity Air  Transportation  Fund,  a  UAL 
holder,  estimates  would  trade  at  about 
$15  a  share.  The  ESOP  would  hold  the 
remaining  75%  of  the  stub — and  all  the 
voting  rights. 

While  analysts  believe  the  estimated 
$180  to  $187  per-share  value  of  the  pack- 
age is  fair  given  ual's  current  business 
outlook.  Wall  Street  remains  skeptical  of 
Coniston  and  the  unions'  ability  to  pull 
off  the  deal,  ual's  shares  only  rose  to 
around  $150  on  the  news.  "The  stock 
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VS.  THE  UNIONS:  DISCONTENT  AT  UAL  HAS  BEEN  RISING 
AN  EARLIER  EMPLOYEE  BUYOUT  FAILED  IN  OCTOBER 


price  reflects  skepticism  about  their  abil- 
ity to  win  a  proxy  fight,  to  borrow  $3 
billion,  and — if  they  get  that  far — to 
work  out  all  the  details  with  the  em- 
ployees," explains  Mark  E.  Daugherty, 
airline  analyst  at  Dean  Witter  Reyn- 
olds Inc. 

Of  those  three  challenges,  financing 
may  be  No.  1.  Unlike  last  year's  aborted 
buyout,  in  which  British  Airways  PLC 
agreed  to  contribute  $750  million  in  new 
equity,  the  only  new  equity  would  come 
in  the  form  of  $2  billion  in  employ- 
ee concessions  over  five  years. 
The  unions  would  have  to  borrow 
the  entire  $3.3  billion  in  cash  need- 
ed to  swing  the  deal. 
TON  OF  DEBT.  Although  the  unions 
have  no  lending  agreements  in 
place,  they're  gambling  that  se- 
curing bank  commitments  will  be 
easier  once  Coniston  takes  control 
of  UAL.  "There's  no  point  in  get- 
ting financing  for  a  deal  people 
might  not  get  done,"  says  a 
source  close  to  the  unions,  who 
admits  that  banks  have  been  luke- 
warm so  far.  "If  we  sign  a  merg- 
er agreement,  we  can  use  that  to 
iret  financing." 

But  others  aren't  so  sanguine, 
■^iven  the  financial  community's 
recent  distaste  for  highly  lever- 
aged deals.  "Financing  is  what 
undermined  the  first  deal,  so  it's 
not  a  small  i.ssue,"  warns  Fideli- 
ty's Firestone,  who  is  undecided 
on  whether  to  support  Coniston. 
"I  wouldn't  want  to  try  to  borrow 
$3  billion  right  now."  There  are 
other  risks,  too:  If  Coniston  fails, 
it  risks  losing  much  of  its  lever- 
age with  ual's  current  board. 
And  the  employees  could  close  the 
door  to  another  friendly  deal. 

Moreover,  ual's  Wolf  could  still 
undermine  the  employee  bid  by 
persuading  the  board  to  authorize 
a  recapitalization  or  special  divi- 
dend. While  that  would  load  UAL 
with  a  ton  of  new  debt,  a  recap 
would  calm  big  shareholders  who 
remain  angry  about  the  roller- 
coaster  ride  UAL's  shares  have 
taken  during  the  past  year. 

Yet  the  trouble  with  that  plan  is 
that  it  would  still  leave  UAL  with  a 
trio  of  unhappy  unions,  all  of 
which  have  contracts  open  for  re- 
negotiation. "Without  a  deal,"  ob- 
serves Duff  &  Phelps  Inc.  analyst 
Robert  Decker,  "they  have  abso- 
lutely no  chance  of  getting  the 
pay  cuts."  If  that's  the  case, 
i  al's  board  would  have  prevailed 
only  by  ensuring  war  with  its  em- 
ployees and  a  weakened  financial 
position  for  years  to  come. 

By  James  E.  Ellis  in  Chicago, 
with  Aaron  Bernstein  iri  New  York 
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THE  SAUDIS  MAKE  READY 
TO  OPEN  THE  SPIGOTS 


As  demand  rises,  they're  investing  billions  to  expand  oil  capacity 


On  Mar.  21.  representatives  of  sLx 
of  the  world's  leading  engineer- 
ing and  construction  companies 
assembled  in  Houston  for  a  quiet  pow- 
wow with  officials  of  Saudi  Aramco,  the 
oil-producing  arm  of  the  Saudi  Arabian 
government.  They  came  to  hear  details 
of  a  massive,  multibillion-dollar  program 
to  rev  up  Saudi  production  capacity, 
which  has  sagged  badly  since  the  hey- 
day of  the  late  1970s. 

The  Saudis'  decision  to  invest  so  heavi- 
ly reflects  their  judgment  that  the  1990s 
will  be  a  seller's  market  for  oil — and 
their  intention  to  ensure  that  price  hikes 
don't  get  out  of  hand.  All  things  consid- 
ered, that's  good  news  for  oil  importers. 
And  it  could  provide  a  rich  han^est  of 
profits  for  U.  S.  conti'actors.  whose  busi- 
ness has  been  ir>  the  doldrums  since  the 
great  oil  boom  of  the  1970s. 
CRUDE  HUNGER.  Already,  demand  for 
OPEC  oil  has  risen,  to  2^3.6  million  barrels 
per  day  in  1989  from  17.5  million  in  1985. 
according  to  the  Paris-based  Internation- 
al Energy  Agency.  Analysts  expect  the 
world's  appetite  for  OPEC  crude  to  keep 
growing  at  a  rate  of  roughly  1  million 
barrels  a  year.  The  Saudis  plan  to  be  in 
a  position  to  fil!  that  demand. 

As  they  have  since  the  early  1980s, 
the  Saudis  are  also  trying  to  head  off 
another  oil  price  shock.  The  potential  is 
certainly  there:  Oil  production  in  the 
U.  S.  and  the  So\"iet  Union  is  falling  at  a 
time  when  OPEC's  production  capacity 
has  declined,  largely  because  of  skimpy 
investment  during  the  oil  glut  of  the 


mid-1980s.  OPEC's  excess  capacity  now 
stands  at  a  razor-thin  8%  of  world  oil 
demand  outside  of  the  Soviet  Union,  Chi- 
na, and  Eastern  Europe  (chart). 

The  rationale  for  the  Saudis'  relative 
moderation  hasn't  changed.  They  fear 
that  a  rapid  runup  in  prices  would  back- 
fii-e,  as  slowing  economic  gi'owth  in  the 
big  industrialized  countries  would  weak- 
en their  demand  for  OPEC  ci-ude.  The 
Saudis  also  want  to  head  off  increased 
conservation  efforts  by  their  customers 
and  the  development  of  alternative  ener- 
gy sources.  "We  as  producers,  as  you 
know,  are  ven,-  much  interested  in  the 
stability  of  the  market."  says  Saudi  Oil 
Minister  Hisham  Xazer. 
HEFTY  PAYOFF.  The  scope  of  Saudi  Ara- 
bia's investment  plans  isn't  entirely 
clear,  but  there's  no  doubt  it's  massive: 
Oil  industn"  sources  peg  the  ultimate 
price  tag  at  an\"\vhere  from  SIO  billion  to 
S15  billion.  The  first  phase,  estimated  at 
S6  billion,  will  pump  up  capacity  by 
roughly  25''^,  to  10  million  barrels  per 
day.  by  1995.  Industiy  sources  say  that 

Aramco,  once  owned  by  \  

American  oil  majoi*s  Ex- 
xon, Chevron,  Texaco, 
and  Mobil,  is  likely  to 
award  \irtually  all  the 
engineering  and  con- 
struction-management 
work  to  U.  S.  companies. 

Of  the  six  companies 
that  assembled  in  Hous- 
ton, five  are  U,  S.-based: 
Bechtel,    Fluor,  abb 


Lummus  Crest.  M.  W.  Kel 
logg.  and  Parsons.  The  sixth 
is  the  British  subsidiary-  ol 
Foster  Wheeler  Corp.  of  Clin 
ton,  X.  J.  They  will  initially  hi 
bidding  on  three  engineerini 
and  project-management  con 
tracts  worth  an  estimate 
■<200  million  each,  sources  say 
Each  of  the  three  winning 
contractors  will  have  to  sup 
ply  an  estimated  300  expatri 
ate  engineers  and  other  pro 
fessionals.  That's  becaus 
Aramco  shipped  thousands  o:  - 
Americans  home  as  produc 
lion  fell  from  a  high  o: 
around  10  million  barrels  pe 
lay  in  1980  to  roughly  5  mil 
lion  per  day  today.  "We  com 
picU'i;^  gutted  ourselves,"  says  on( 
Aramco  official.  "The  whole  complex  o:  ■^'®- 
resen"oir  people,  contract  administra 
tors,  planners,  and  engineers  that  yoi 
need  to  maintain  a  huge  operation  lik( 
Aramco's  was  suddenly  gone." 
EVER-CLOSER  TIES.  Some  observer: 
doubt  that  the  Saudis  will  be  able  U 
head  off  a  supply  crunch  a  year  or  twc  ^-sa 
from  now.  The  first  Saudi  increase; 
won't  start  showing  up  until  late  1991  aft-^jK 
the  earliest.  Not  much  new  oil  is  likeh 
to  come  from  elsewhere.  Iran  and  Iraq 
among  the  few  countries  capable  of  big 
increases  in  production,  plan  to  boost  ca 
pacity  by  some  700,000  barrels  per  day 
But  both  are  hampered  by  a  lack  of  casl 
and  a  reluctance  to  rely  on  Western  oi  -"nai 
companies.  -3: 
Whatever  happens  to  prices,  U.  S.-Sau  k:  ?k 
di  interdependency  is  likely  to  increase  E"'3e 
Last  year,  the  Saudis  topped  all  suppli 
ers  of  oil  to  the  U.  S..  accounting  for  19"!^  '-'im 
of  imports.  That  share  should  rise,  ac  ^ .:  tli 
cording  to  -John  H.  Lichtblau  of  the  Pe 
troleum  Industry  Research  Foundation 
About  half  of  the  total  was  imported  b]  KCiiGi 
Star  Enterprise,  a  marketing  and  refin 
ing  joint  venture  between  Saudi  Ai-abis  :  >:'^'xy 
and  Texaco.  Future  supplies  may  com< 
from  new  finds  near  Riyadh.  Geologist* 
sav  that  recoverable  reser\"es  from  theS' 


fields  could  exceed  30  billion  barrels  izy\> 


more  than  the  U.  S.'s  entii-e  reserves 
What's  more,  unlike  most  Saudi  crude 


the 


oil 


OPEC  !S  RUNNING  OUT 
OF  WIGGLE  ROOM 
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is  light  and 
That's  just  what  bij 
Midwest  and  Gulf  Coas 
refineries  are  clamorinj 
for.  For  U.  S.  compa 
nies — and  the  world's  oi 
consumere — the  Saudis 
ambitious  plans  could  h 
a  spot  of  good  news. 

By  John  Rossant  h 
Rome  and  Statiiey  Reei 
in  Xew  York,  with  burem 
reports 
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Commentary/by  Howard  Gleckman 


SOCIAL  SECURITY'S  DAYS  AS  A  SACRED  COW  ARE  NUMBERED 


ow  much  should  the  U.  S.  be 
paying  to  care  for  its  elderly? 
And  who  should  foot  the  bill? 
lose  are  the  politically  explosive 
lestions  behind  a  string  of  proposals 
at  policymakers  have  put  forward  in 
cent  months. 

For  a  generation,  working  Ameri- 
ns  have  been  paying  a  rapidly  grow- 
g  share  of  their  taxes  to  support 
eir  parents'  retirement.  Indeed,  over 
e  past  decade  alone.  Social  Security 
xes  have  increased  by  $170  billion, 
jt  the  money  isn't  being  used  to  fund 
e  retirement  of  today's  workers. 
Instead,  it's  supporting  today's  gold- 
1  agers.  Since  1980,  spending  for  the 
ierly,  including  health  and  retire- 
ent  benefits,  has  more  than  tripled— 
nearly  $470  billion.  That's  a  third  of 
e  entire  federal  budget  and  almost 

0  of  the  nation's  total  economic  out- 
it.  All  this  at  a  time  when  govern- 
ent  spending  as  a  share  of  the  gross 
itional  product  has  been  dropping 
eadily  (charts).  "It's  the  story  of  the 
)s,"  says  American  Enterprise  Insti- 
te  economist  John  Makin.  "We're 
eing  an  intergenerational  transfer  of 
Kome  from  young  to  old." 
Restoring  some  balance  is  one  goal 

House  Ways  &  Means  Committee 
lairman  Dan  Rostenkowski's  new 
'ficit-reduction  plan.  The  Illinois  Dem- 
rat  would  suspend  for  one  year  the 
itomatic  cost-of-living  increases  that 
tirees  have  come  to  expect.  That 
3uld  produce  $60  billion  of  the  $511 
llion  the  Rostenkowski  proposal 
ould  save  between  fiscal  1991  and 
'94. 

>GGING  THE  PIE?  Rosty's  proposal  is, 
some  ways,  designed  as  a  response 
Senator  Daniel  P.  Moynihan  (D- 
.  Y.),  who  comes  at  the  problem  from 

1  altogether  different  direction.  Moy- 
han  wants  to  trim  payroll  taxes  in  an 
fort  to  force  sharp  cuts  in  the  non- 
)cial  Security  budget  deficit.  He  ar- 
les  that  the  government  is  stealing 
)cial  Security  receipts  by  using  the 
oney  to  finance  current  government 
•ending  rather  than  building  a  fund 
r  future  retirees. 

But  while  Moynihan  violently  op- 
)ses  any  reduction  in  Social  Security 
mefits,  the  political  system  may  have 
;tle  choice  but  to  cut  back.  The  elder- 
claim  such  a  large  share  of  govern- 
ent  resources  that,  in  this  era  of  bud- 
it  restraint,  there  is  little  left  for 
lything  else.  George  Bush  likes  to 


think  of  himself  as  the  "education 
President"  and  the  "environment  Presi- 
dent." Yet  in  fiscal  1991,  the  govern- 
ment will  spend  10  times  as  much  on 
the  elderly  as  on  all  education  and  envi- 
ronmental programs  combined.  If  a 
President's  priorities  can  be  measured 
by  the  amount  of  money  he  spends. 
Bush  ought  to  be  calling  himself  the 
"retirement  President." 

The  massive  shift  of  federal  re- 
sources to  retirees  began  in  the  wan- 
ing days  of  the  Vietnam  War.  With 
more  than  a  quarter  of  the  nation's 
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elderly  then  living  in  poverty,  the  gov- 
ernment used  the  1970s'  "peace  divi- 
dend" to  shift  billions  of  dollars  from 
the  military  to  the  aged.  Benefits  were 
raised,  and  an  automatic  cost-of-living 
increase  was  built  into  the  Social  Secu- 
rity system. 

■The  changes  had  the  desired  effect. 
Today,  the  poverty  rate  among  those 
aged  65  or  older  has  been  cut  in  half. 


'We'd  rather  send  a  few  bucks 

to  some  millionaire  living 
in  Palm  Beach  than  to  some 
poor  kid  living  in  the  ghetto' 


to  about  127',  compared  with  13.5%  for 
the  total  population.  Not  only  has  So- 
cial Security  provided  a  solid  income 
floor  for  retirees  but  also  increasing 
numbers  of  seniors  enjoy  the  fruits  of 
private  pensions,  as  well  as  nest  eggs 
built  up  during  the  high-growth  years 
since  the  end  of  World  War  II.  As  a 
result,  average  family  income  among 
the  elderly  has  increased  by  15%,  after 
inflation,  in  the  past  decade. 

But  while  the  lot  of  the  elderly  is 
improving,  young  families  are  having  a 
tougher  time.  The  poverty  rate  for  chil- 
dren is  nearly  20%,  and  the  average 
after-inflation  income  for  single  moth- 
ers with  children  has  declined  by  2.3% 
since  1979.  For  all  families,  average 
cash  income  has  increased  by  5.6%', 
barely  a  third  of  the  rate  for  the  elder- 
ly. Meanwhile,  federal  programs  that 
primarily  benefit  working  families  and 
their  children  have  failed  to  keep  up 
with  inflation.  Says  former  Congressio- 
nal Budget  Office  Director  Rudolph  G. 
Penner:  "We'd  rather  send  a  few  bucks 
to  some  millionaire  living  in  Palm 
Beach  than  to  some  poor  kid  living  in 
the  ghetto." 

FAMILY  VISE.  And  it  is  younger  families 
who  are  bearing  the  tax  burden  to  fi- 
nance the  government's  support  of  the 
elderly.  Ninety  percent  of  all  Ameri- 
cans are  paying  a  greater  share  of 
their  income  in  federal  taxes  today 
than  in  1977,  and  much  of  that  is  a 
result  of  the  dramatic  increase  in  So- 
cial Security  and  medicare  taxes.  In 
1980,  workers  paid  about  7.2%  of  per- 
sonal income  in  payroll  taxes.  Today, 
that  figure  has  jumped  to  8.4%-. 

Should  the  young  be  bearing  that 
burden?  Is  it  healthy  for  the  economy? 
Those  are  questions  that  the  political 
system  should  no  longer  duck.  Caring 
for  the  aged  is  a  national  imperative. 
But  so  are  defense  and  education  and 
the  war  on  drugs.  And  no  one  is  sug- 
gesting that  we  spare  those  programs 
from  the  budgetary  ax. 

There  are  lots  of  ways  to  slow  the 
growth  of  spending  on  the  elderly. 
Freezing  cost-of-living  increases  is  one. 
Taxing  Social  Security  benefits  the 
same  way  as  private  pensions  is  anoth- 
er. Requiring  the  relatively  well-off  to 
pay  more  for  medicare  is  yet  another. 
All  of  these  ideas  are  extremely  contro- 
versial, but  they  must  become  part  of 
the  debate.  There  is  no  reason  why 
programs  for  seniors  should  be  exempt 
from  hard  choices. 
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IS  FEDERAL  EXPRESS 
AN  INNOCENT  ABROAD? 


It  insists  its  huge  overseas  startup  bills  are  the  price  of  survival 


After  seven  years,  the  price  war 
between  the  overnight  express 
delivery  services  is  over.  Federal 
Express  Corp.  called  a  cease-fire  on  Mar. 
19  with  the  news  that  it's  sharply  raising 
domestic  prices  on  Apr.  1.  Analysts  say 
the  rate  hikes  should  boost  Federal's 
bottom  line  by  §50  million  to  §75  million 
in  the  fiscal  vear  starting  June  1. 


al's  stock  on  the  news?  Investors  must 
be  figuring  that  the  surging  cash  flow 
from  domestic  operations  will  give  Smith 
a  sufficient  cushion  against  losses  over- 
seas. That  may  be  a  sensible  bet — but  a 
lot  of  things  must  go  right  for  Smith 
and  Federal  to  wind  up  winners. 

The  easiest  task  is  putting  the  old  Fly- 
ing Tiger  system  back  on  track.  Its 


LOADING  AT  JFK:  HIGHER  DOMESTIC  PRICES  ARE  SUBSIDIZING  GLOBAL  EXPANSION 


But  that  good  news  is  more  than  off- 
set by  the  frightful  price  the  Memphis- 
based  company  is  paying  to  get  set  up 
overseas.  Aftertax  losses  may  approach 
S150  million  this  fiscal  year  for  its  for- 
eign business,  and  losses  next  year  still 
could  to|j  siuO  million. 
LANDING  RIGHTS.  Chairman  Frederick  W. 
Smith  has  been  saying  for  years  that 
Federal  had  to  become  a  global  player  if 
it  hoped  to  thrive  in  the  year  2000. 
That's  why  in  February.  1989,  Smith  con- 
vinced his  board  to  pay  .S895  million  for 
Tiger  International  Inc.,  the  world's 
largest  carrier  of  heavj-weight  cargo. 
Access  to  its  fleet  of  21  Boeing  747s  and 
to  crucial  landing  slots  at  Japanese  air- 
ports just  seemed  too  good  an  opportuni- 
ty to  pass  up.  Now.  though,  the  global 
gamble  isn't  paying  off:  Earnings  for 
the  quarter  ended  Feb.  28  plunged  79^'f, 
to  S5.2  million,  despite  a  34.7'f  increase 
in  revenues,  to  $1.73  billion. 

So  why  did  Wall  Street  bid  up  Feder- 


bread  and  butter  was  carrying  heavy- 
weight packages  for  freight  forwarders 
that  handle  pickup  and  delivery.  Federal 
initially  got  on  the  wrong  side  of  for- 
warders, who  already  were  fearful  that 
it  wanted  to  steal  their  business,  by 
achieving  only  an  80''  on-time  arrival 
rate  during  one  stretch  last  fall.  That 
was  even  worse  than  Tiger's  subpar  pre- 
merger record,  though  it  wasn't  all  Fed- 
eral's fault,  for  Tiger  had  deferred  non- 
critical  upkeep  on  its  fleet. 

With  Tiger's  on-time  arrivals  now  at 
96' f.  Federal  feels  bold  enough  to  roll 
out  in  mid- April  a  guaranteed  one-,  two-, 
or  three-day  service  to  heavj-weight 
shippers  between  25  major  cities  around 
the  globe  and  85  points  in  the  U.  S.  That 
should  help  Federal  boost  its  daily  over- 
seas tonnage. 

What's  more  important,  the  business 
commands  a  premium  price,  so  yields 
are  likely  to  climb.  And  with  an  arbitra- 
tor set  in  May  to  rule  on  a  joint  seniority 


list  for  Tiger  and  Federal  pilots,  thi 
company  shouldn't  have  a  costly  repea  iAQ 
of  last  year's  peak  season  when  man;  |}K' 
lower-paid  Tiger  pilots  sat  around  whil 


Federal  pilots  took  home  huge  pa; 


le  - — 


w 

checks  from  working  lots  of  overtime. 

Once  that  labor  issue  is  ironed  outi 
Federal's  task  will  be  to  build  volume 
"It's  a  high-fixed-cost  operation,"  obf  * 
serves  James  D.  Parker,  a  Robinso 
Humphrey  Co.  analyst.  "Once  you  ge 
the  volume  up,  there's  substantial  earn 
ings  leverage."  He  adds  that  fears  tha 
forwarders  would  take  their  business  t 
Federal's  competitors  have  not  panne( 
out  on  the  lucrative  Far  East  routes  --■-[^, 
Demand  outstrips  capacity  in  the  peal 
September-December  period  for  U.  S 
bound  shipments,  and  shippers  wh( 
don't  book  space  early  in  the  year  knov  -•'^P' 
they  may  be  left  behind  in  the  rush. 

But  in  Europe,  it's  just  the  opposite  ■ 
Forwarders  have  the  edge  because  o 
overcapacity  across  the  North  Atlantic 
In  part  because  it's  losing  some  busines; 
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from  forwarders.  Federal  has  trimme(  '-^^ 
its  cargo  space  on  those  routes  from  159 
to  20'~f  since  the  Tiger  acquisition.  Still 
David  B.  Shoenfeld,  vice-president  for  in  •' 
ternational  marketing,  knows  he  has  hi; 
work  cut  out.  Prices  are  so  low,  he  says 
iliat  he  can't  even  justify  new  marketing 
outlays.  "We  don't  want  to  sustain 
price  war,"  he  says. 

GROUND  WAR.  Europe  also  represent^':! 
ilie  major  risk  in  Smith's  effort  to  repli 
cate  his  success  in  the  U.  S.  Federal  al 
ready  has  spent  a  small  fortune  buying 
local  couriers  so  it  can  make  pickups  an( 
deliveries.  Yet  it  still  must  make  majo: 
investments  in  France  and  West  Germa  - 
ny  to  complete  its  ground  network  am  '-•  \ori 
do  battle  with  leaders  DHL  Corp.  and  TN 
Ltd.  To  make  it  all  pay  off,  Federal  mus 
get  a  much  larger  market  share  there. 

That  may  just  work  out  if  market' 
abroad  develop  as  they  have  in  th( 
states.  The  domestic  industry  is  consoli  tinK 
dating,  with  the  likes  of  Emeiy/Purola  -"-Ssr 
tor  bowing  out.  That,  along  with  th( 
heavy  capital  spending  at  top  rival  Unit 
ed  Parcel  Service  Inc.,  is  finally  allowinj 
Federal  to  boost  prices. 

The  higher  domestic  prices  come  at 
critical  moment.  Federal's  capital  budge 
likely  will  approach  SI  billion  for  th< 
next  five  years,  and  the  overseas  lossei 
are  keeping  the  company  from  paring  ib  ' 
60';  debt-to-total-capital  ratio.  Smith  am 
other  Federal  officials  decline  to  esti 
mate  when  international  operations  wil 
break  into  the  black.  Analysts  are  divid 
ed,  some  calling  the  turn  in  12  to  1' 
months,  others  saying  it  will  take  foa^ 
years  or  more.  Either  way.  Federal  isn' 
about  to  look  back  now.  It'll  be  a  globa 
behemoth  or  go  down  fighting. 

Bi/  Chuck  Haivkins  in  Meniphi 
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i  GRITTY  BRITISH  GIANT  PUSHES 
OR  A  BIGGER  U.S.  BEACHHEAD 


FR  thinks  it  can  boost  Norton's  margins  if  it  wins  its  $1.6  billion  bid 


1^  t  a  meeting  with  financial  writers 
a  few  months  baci<,  an  enthusias- 
tic  European  manager  for  BTR 
C  eagerly  stepped  forward  to  demon- 
■ate  a  key  to  the  British  conglomer- 
I's  success.  Out  rolled  a  standard- 
ue  industrial  film  all  about  btr's  cost- 
'icient  new  way  of  making  seats  for 
rds.  Full  of  detail,  it  droned  on  until 
mblings  from  the  audience  suggested 
was  time  to  raise  the  lights. 
While  prosaic  manufacturing  process- 
are  not  exactly  stirring  stuff,  they 
i  the  heart  and  soul  of  BTR.  They're 
seated  at  hundreds  of  business  units 
)und  the  world,  as  BTR  turns  out 
Ives,  pumps,  sealants,  concrete,  and 
m  ladies'  hosiery,  among  other  items 
ble) — most  at  nifty  profits.  A  string 
acquisitions  atop  internal  growth  built 
!es  in  1989  to  $11.3  billion  and  earnings 
$1.7  billion.  Investors  have  been  well 
warded:  Earnings  per  share  have 
3wn  217(  compounded  annually  over 
^  past  decade.  And  in  the  past  year. 
R  shares  outperformed  the  London 
irket  by  16%. 

Now,  the  decidedly  untrendy  conglom- 
ite  BTR  is  forging  ahead  with  what 
aid  be  its  biggest  deal  yet — and  a  dra- 
itic  jump  in  its  U.  S.  exposure.  On 
ir.  16,  it  made  an  unsolicited  $1.6  bil- 
n  offer  for  Norton  Co.  of  Worcester, 
iss.  Norton  management,  advising  in- 
btors  not  to  sell  out  just  yet,  vowed  to 
jpond  to  the  bid  by  Mar.  29. 
»E  PLUM?  The  bid  is  vintage  BTR.  Nor- 
1,  an  old-line  manufacturer  of  special- 
abrasives,  ceramics,  and  plastics, 
5ms  ripe  for  BTR's  typical  overhaul.  Its 
erating  margins  of  9.6%  are  far  below 
R's  own  17.6%,  not  to  mention  the  en- 
ible  near-20%  level  of  3M  Co.,  against 
lich  Norton  competes  on  many  prod- 
t  lines. 

While  BTR  isn't  tipping  its  hand  about 
w  it  will  proceed  if  it  does  gain  control 
Norton,  senior  BTR  executives  point  to 
'ew  likely  moves.  One  is  a  certain  win- 
wing  of  products.  For  instance,  Nor- 

I  now  offers  250,000-odd  types  and 
;es  of  grinding  wheels.  And  Norton 
obably  will  be  subjected  to  the  rigor- 
s  financial  controls  that  are  BTR's  hall- 
irk:  weekly  reports  on  material,  labor, 
d  salary  costs.  The  hope  is  that  these 
)ves,  combined  with  spending  on  pro- 
clivity and  inventory  improvements, 

II  enable  BTR  to  widen  the  margins, 
lere  are  risks  as  well:  Growth  in  Nor- 


ton's key  markets  appears  to  be  slowing, 
and  there  may  be  less  room  for  improv- 
ing Norton's  margins  than  BTR  is  count- 
ing on. 

Norton  has  long  been  on  BTR's  shop- 
ping list.  BTR  already  owns  a  neighbor- 
ing industrial  company,  Worcester  Con- 
trols Corp.  And  BTR's  U.  S.  operations 
had  been  headquartered  in  nearby  Provi- 
dence until  their  recent  move  to  Stam- 
ford, Conn.  What  got  BTR  moving  was 
Norton's  announcement  a  few  months 


BTR'S  DIVERSE  BAG  OF  WARES 


Division 

Products  include 

Sales 

Billions* 

Pretox  profits 

Millions* 

CONSTRUCTION  Concrete, 
insulation,  timber,  sealants 

$3.19 

$532 

CONTROL  SYSTEMS  & 
ELECTRICAL  Cables  and  steel 
wire,  meters  and  valves, 
wholesale  electrical  goods 

1.74 

220 

INDUSTRIAL  Rubber  and 
plastic  components,  adhe- 
sives,  environmental  equip- 
ment, packaging 

2.10 

345 

TRANSPORTATION  Auto 
parts,  wheels,  rubber  prod- 
ucts, sealants 

1.50 

317 

CONSUMER  Golf  and  tennis 
equipment,  ladies'  hosiery 

2.70 

591 

TOTAL  SALES 

TOTAL  PRETAX  PROFIT 

$11.20 
$1.70* 

*  1989  figures       **Total  is  less  then  sum  of  divisions'  profits 
because  of  $257  million  in  financing  charges 
DATA:  COMPANY  REPORTS 


ago  of  a  stock-buyback  program,  which 
in  turn  boosted  the  stock  and  the  likely 
cost  of  a  deal.  What's  more,  in  a  merg- 
ers market  becalmed  by  all  the  trouble 
with  junk-bond  financings,  BTR  smelled 
opportunity  with  an  all-cash  bid. 
'"There's  no  doubt  that  what  happened 
to  Campeau  and  Drexel,"  says  BTR  Chief 
Executive  John  C.  Cahill,  "contributed  to 
our  timing." 

LEAP  OF  FAITH.  For  Cahill,  buying  Nor- 
ton is  almost  like  coming  home.  Lanky 
and  blunt-spoken,  Cahill  ran  BTR's  state- 
side operations  for  11  years  until  1987. 
He  still  has  a  house  in  Providence. 
Greeted  by  picketing  Norton  employees 
who  chanted:  "Go  home,  Brits,"  as  he 
met  with  local  officials,  Cahill  is  trying 
to  defuse  critics.  "We  are  Americano- 
philes,"  he  says,  smiling,  adding  that 
BTR  plans  no  layoffs  or  plant  closures. 
Cahill  also  wants  the  deal  to  be  "friend- 
ly," suggesting  the  $7.5-a-share  bid 
may  be  sweetened. 

BTR's  big  move  into  the  U.  S.  dis- 
plays a  show  of  considerable  faith  in 
the  ability  of  American  industrial 
companies  to  compete.  Acquiring 
Norton,  which  posted  1989  sales  of 
$1.5  billion,  would  boost  BTR's  sales  in 
the  U.  S.  sharply  from  1989's  $3  bil- 
lion. And  it  would  mark  BTR's  fourth 
major  buy  in  the  past  three  years, 
following  Rockwell  International 
Corp.'s  Measurement  &  Flow  Control 
Div.,  Schlegel  Corp.,  and  Stewart- 
Warner  Corp.  Profits  have  risen  at  all 
three — most  spectacularly  at  Rock- 
well, where  sharp  price  hikes  on  its 
valves  and  similar  gear  have  helped 
expand  profits  threefold.  Now,  Cahill 
says  he's  looking  for  a  way  to  pack- 
age his  U.  S.  holdings,  perhaps  even 
through  another  acquisition,  into  a 
group  that  he  could  sell  in  part  to 
public  investors.  One  model  is  BTR 
Nylex  Ltd.,  one  of  Australia's  largest 
companies,  in  which  BTR  holds  63'/'  . 

Over  the  years,  BTR  inevitably  has 
been  compared  to  that  other  takeover 
machine,  Hanson  PLC.  It's  a  compari- 
son BTR  has  long  bristled  at,  because 
of  the  suggestion  that  BTR  is  a  trader 
of  companies.  In  fact,  unlike  Hanson, 
BTR  has  done  very  little  buying  and 
stripping. 

Nonetheless,  finding  deals  remains 
critical  for  both  groups'  growth.  Ana- 
lyst Simon  Hayes  of  James  Capel  Inc. 
observes:  "It  is  difficult  to  see  big 
margin  improvements  without  buying 
in  another  company  cheaply."  And  as 
it  searches  for  such  fresh  growth  po- 
tential, BTR's  grind-it-out  strategy 
seems  certain  to  become  better 
known  in  the  U.  S. — and  perhaps 
even  rehabilitate  the  old  image  of  the 
conglomerate. 

By  Richard  A.  Melcher  in  London, 
with  Keith  H.  Hammonds  in  Boston 
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THIS  STEEL  SALE 

SEEMS  FAR  FROM  STAINLESS 


Did  investors  milk  J&L  before  selling  it  to  a  French  producer: 


STEP2 


Who  says  Americans  can't  make 
money  in  the  steel  industry? 
A  group  of  investors  led  by 
Citicorp  Capital  Investors  Ltd.  are  mak- 
ing a  profit  of  nearly  $600  million  on  an 
$800,000  investment."  That's  the  stunning 
payoff  from  their  Mar.  13  deal  to  sell  the 
nation's  No.  2  stainless  steelmaker,  .j&L 
Specialty  Products  Corp.,  to  a  French 
steel  producer.  "It's  the  kind  of  deal  you 
dream  about,"  says  Jeffrey  L.  Sussman, 
chief  investment  officer  of  one 
of  Citicorp's  partners,  Far 
West  Savings  &  Loan  Assn.  of 
Los  Angeles. 

But  critics  see  .J&L — which 
the  Citicorp  group  took  private 
in  a  1986  leveraged  buyout — as 
a  stark  example  of  v^'hy  Wall 
Street  is  under  such  attack 
these  days  in  corporate  board- 
rooms. Public  documents  filed 
with  government  regulators 
show  that  the  Citicorp  group 
and  .J&l's  manager-owners 
made  only  meager  investments 
to  improve  .J&L's  competitive 
position  while  paying  them- 
selves fat  salaries,  bonuses, 
and  dividends. 

The  deal  also  worries  .j&l's 
U.  S.  rivals.  The  reason:  .J&L's 
buyer  is  France's  Usinor  Saci- 
lor,  the  world's  second-largest 
steelmaker  after  Japan's  Nip- 
pon Steel  Corp.,  and  the  big- 
gest stainless  producer. 
BETTER  FUTURE?  The  .J&L  saga 
started  in  April,  1986.  LTV 
Corp.,  the  No.  2  integrated 
U.  S.  steelmaker,  was  scram- 
bling to  avoid  bankruptcy.  At 
the  bottom  of  the  steel  cycle, 
LTV  sold  .J&L  for  roughly  $160  million  to 
a  group  led  by  the  unit's  management, 
Citicorp  Capital,  Drexel  Burnham  Lam- 
bert, and  the  Bass  brothers. 

.J&L's  new  owners  financed  the  deal 
with  $1.^>9.3  million  in  bank  debt  and  pa- 
per and  only  $800,000  in  cash,  according 
to  company  documents.  In  return,  Citi- 
corp and  il:  partners  received  .J&L  com- 
mon stock.  Citicorp  got  377f'. 

It  could  be  argued  that  .J&L  faced  a 
better  future  with  its  new  owners  than 
with  LTV.  But  Donald  F.  Barnett,  presi- 
dent of  steel  consulting  firm  Economic 
Associates  Inc.,  says  that  ,J&L's  new 


owners  failed  to  make  the  investments 
needed  to  produce  premium-grade  steel. 
Instead,  during  the  next  '.iV2  years,  the 
new  owners  spent  a  mere  $8  million  an- 
nually on  capital  improvements  and  re- 
search. That's  about  as  much  as  LTV  put 
into  J&L  in  fiscal  198.5,  but  it's  less  than  a 
quarter  of  the  investment  level  of  rival 
Allegheny  Ludlum  Corp.  from  1986 
through  1989. 

Philippe  Choppin  de  Janvry,  president 


HOW  TO  SUCCEED  IN  THE  STEEL  BUSINESS 
WITHOUT  REALLY  SPENDING 

STEP1  In  April,  1986, 

management  and  investors  led  by  Citicorp  Capital  Investors, 
Drexel  Burnham  Lambert,  and  the  Bass  brothers  take  over 
LTV  Corp.'s  specialty  steel  business  in  a  $160  million  lever- 
aged buyout.  The  new  company  is  called  Specialty  Materials 
Corp.,  whose  main  subsidiary  is  J&L  Specialty  Products  Corp. 


In  the  next  3V2  years,  J&L's  own- 
ers spend  little  on  capital  improvements  and  research.  At  Uie 
same  time,  the  top  nine  managers  pay  themselves  up  to  $3.8 
million  in  cash  and  bonuses  annually 


STEPS 


Management  pays  itself  and 
other  investors  a  $120  million  cash  dividend  in  fiscal  year  end- 
ed September,  1988.  A  year  later,  J&L  issues  $200  million  in 
junk  bonds  and  takes  on  more  bank  debt.  Proceeds  are  used  to 
pay  J&L's  investors  and  management  $200  niillion 


the  ceremonial  post  of  chairman,  was 
paid  $250,000  in  consultant's  fees  and 
bonuses  that  year. 

Citicorp,  Drexel,  and  managers  and  di- 
rectors wouldn't  speak  on  the  record  for 
this  article.  But  many  investors  say  that 
J&L's  managers  raised  productivity  and 
quality.  And  workers  gained  through 
profit-sharing,  says  a  company  spokes- 
man. "Everybody  benefited,"  he  says. 

Indeed,  J&L  performed  well  when  the 
steel  market  was  booming.  In  1988,  its 
net  income  rose  nearly  fourfold,  to  $109 
million,  on  a  617'  rise  in  sales,  to  $774 
million.  That's  when  the  Citicorp  group 
decided  it  was  "time  to  get  our  money 
out,"  says  one  J&L  investor.  Initial  at 
tempts  that  year  to  sell  the  company  fell 
through  when  suitors  balked  at  J&L's 
asking  price,  says  Choppin  de  Janvry  of 
Usinor,  which  was  among  the  bidders. 

When  efforts  to  sell  the  com- 
pany failed,  the  Citicorp  group 
began  taking  money  out  of 
J&L.  The  company  paid  inves- 
tors a  $120  million  cash  divi- 
dend in  fiscal  1988.  A  year  lat- 
er, investors  got  their  biggest 
payout  just  as  profits  were 
plunging.  In  an  October,  1989, 
recapitalization,  J&L  issued  $200 
million  in  junk  bonds,  paying 
the  proceeds  to  investors  as 
dividend.  At  the  same  time,  ri- 
vals were  using  their  profits  b 
fund  massive  five-year  capital- 
spending  programs. 
NEW  GIANT.  The  recapitalization 
tripled  J&l's  annual  interest  ite 
costs,  to  $40  million,  on  a  three- 
fold rise  in  debt,  to  $290  mil- 
lion. Meanwhile,  the  steel  mar- 


STEP4 


!n  March,  1990,  SMC  and  J&L  are 
sold  to  Usinor  Sacilor,  the  world's  second-largest  steelmaker, 
for  an  estimated  $270  million  in  cash  and  the  assumption  of 
$290  million  in  debt 


DATA:  COMPANY  DOCUMENTS,  BW 
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ket  was  slowing,  and  J&L  had  treditors 


of  the  Usinor  unit  that  is  buying  J&L, 
says  the  Citicorp  group  didn't  need  to 
invest  because  "their  competitive  level 
was  already  high  by  American  stan- 
dards." Yet  he  says  his  company  plans 
to  pump  lots  of  money  into  J&L  so  it  can 
compete  with  foreign  producers  after 
U.  S.  import  quotas  end  in  1992. 
SHARE  THE  WEALTH.  Instead  of  investing 
in  research  and  development,  J&L's  top 
nine  managers  paid  themselves  up  to 
$3.8  million  in  salaries,  fees,  and  bonuses 
annually.  Chief  Executive  Claude  F. 
Kronk  earned  $1  million  in  1988.  James 
J.  Paulos,  a  Citicorp  executive  serving  in 


no  high  value-added  products 
to  cushion  the  shock.  Net  in- 
come slid  by  28%,  to  $79  mil- 
lion, in  the  year  ended  Septem- 
ber, 1989,  and  by  an  additional  iL'  invest 
S2%,  to  $4.3  million,  in  its  1990  i<iiji 
first  quarter. 

By  November,  Usinor  Sacilor  fe 
was  again  seeking  a  deal  for 
J&L.  In  March,  it  agreed  to  pay  iea; 
some  $270  million  in  cash  and  assume 
$290  million  in  debt,  according  to  several 
J&L  investors.  If  approved  by  the  U.  S. 
government,  the  deal  will  create  a  giant  l 
with  $2.5  billion  in  stainless-steel  sales,  i 
more  than  twice  the  size  of  U.  S.  rivalspni 
Allegheny  Ludlum  and  Armco  Inc. 
That's  of  little  concern  to  J&L's  satis-tf-, 


fied  investors.  But  the  tale  of  J&L's  brief  i  ijif^ 
span  as  a  private  company  lends  ammu- 
nition to  critics  who  charge  that  short-IH' 
sighted  management  practices  are 
what's  ailing  basic  industry  in  the  U.  S.  v. 

By  Gregory  L.  Miles  in  Pittsburgh,  withgd 
Stewart  Toy  in  Paris 
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FARLEY:  THE  BANKS  DON'T  HAVE  MUCH  COLLATERAL,  WHICH  GIVES  HIM  A  POSSIBLE  OUT 


IRLEY  MAY  BE  HANGING 
r  ONE  ClOTHESPIN 


e  maker  of  Fruit  of  the  Loom  pleads  for  time  to  solve  a  cash  crunch 


rou  know  William  F.  Farley,  head 
of  Farley  Inc.  and  its  underwear 
unit,  Fruit  of  the  Loom  Inc.  He's 
guy  who  stars  in  those  television  ads 
t  show  how  much  fun  it  is  to  work 
in  Fruit's  activewear.  Farley  also  of- 
tells  employees  that  work  is  fun  and 
Y  all  should  stay  physically  fit — he 
n  liked  to  offer  his  staff  free  juice  on 
job.  But  now,  with  Farley  fending 
creditors,  its  Chicago  offices  have 
ailed  vending  machines.  Mutters  one 
sty  worker:  "I  don't  think  it's  going 
lelp  pay  down  the  debt." 
'hat's  nothing  next  to  what  Farley 
its  investors  to  swallow.  Last  year, 
ks  and  junk-bond  buyers  funded  Far- 
s  risky,  $3  billion  deal  for  textile 
ier  West  Point-Pepperell.  And  now, 
;iNESS  WEEK  has  learned  that  Farley 
cials  have  told  holders  of  $705  million 
West  Point  Acquisition  Corp.  debt 
t  the  company  can't  meet  an  Apr.  2 
dline  on  $28.4  million  in  interest.  Far- 
himself  has  given  bondholders  until 
r.  26  to  accept  or  reject  his  plea  for  a 
se-month  grace  period. 
>MING  CLOUDS.  What's  more,  say  Chi- 
:o  legal  sources,  Farley  has  consulted 
h  lawyers  regarding  a  possible  bank- 
itcy  filing.  Farley  officials  failed  to 
urn  repeated  calls  seeking  comment, 
t  a  banker  who  recently  left  now-de- 
ict  Drexel  Burnham  Lambert  Inc., 
ich  underwrote  Farley's  West  Point 
il,  confirms  that  investors  have  been 


told  Farley  will  consider  bankruptcy  if 
they  don't  approve  a  restructuring  of 
WPAC  debt.  None  of  the  talk  is  helping 
any  other  Farley-related  debt  (table). 

Farley's  $3.7  billion  empire  took  more 
than  a  decade  to  build,  but  from  here  it 
may  shrink  fast,  because  the  company's 
liquidity  crunch  seems  so  serious  that 
even  a  recent  desperate  measure — a  fire 
sale  of  West  Point's  Cluett  Peabody  & 
Co.  apparel  unit  for  $410  million  in  cash 
and  notes — hasn't  helped.  "He  might  be 
able  to  extend  the  day  of  reckoning,  but 
in  my  view,  the  day  of  reckoning  will 
come,"  says  Richard  J.  Byrne,  a  Merrill 
Lynch  &  Co.  analyst,  who  predicts  debt 


HOW  FARLEY'S  CREDITORS 
ARE  SUfFERIHG 

Prices  of  various  Farley-related  debt  securities 
Issuer  Dollars  per  $  1 00  face  amount 


Security 

12/31/88 

3/21/90 

FARLEY  INDUSTRIES 

►  14.625%  SENIOR 

SUBORDINATED  NOTES 

$61.00 

$31.13 

►  15.625%  SUBORDINATED 

NOTES 

57.00 

15.00 

FRUIT  OF  THE  LOOM 

►  7%  SENIOR  UNSECURED 

DEBENTURES 

62.25 

61.00 

►  10.75%  SENIOR 

SUBORDINATED  NOTES 

91.00 

83.00 

DATA:  STANDARD  S,  POOR'S  CORP. 


restructurings  at  WPAC  and  Farley. 

By  Apr.  1,  Farley  is  obliged  to  pay 
$733  million — his  first  big  payment  of 
principal  on  $919.5  inillion  he  borrowed 
from  banks  for  the  West  Point  deal — to 
a  group  of  banks  led  by  Wells  Fargo  & 
Co.  and  Bankers  Trust  Co.  There  are 
also  some  smaller,  but  still  sizable,  pay- 
ments due  in  April:  $171.7  million  to 
banks  and  $8.2  million  in  wpac  preferred 
stock  dividends.  Add  it  up:  almost  $913 
million. 

That  bill  looks  all  the  more  impossible 
to  pay  after  seeing  how  little  Farley  has 
in  pocket.  Farley  Inc.  annually  uses  $7 
million  more  in  cash  than  it  generates. 
So  operations  won't  help.  And  even  if  it 
could  sell  more  assets  to  raise  dough, 
the  only  two  units  still  available — Farley 
Metals  Inc.  and  Acme  Boot  Co. — togeth- 
er would  fetch  only  about  $150  million, 
analysts  say.  Farley's  cash  and  securi- 
ties are  worth  only  $60  million,  and  the 
proceeds  from  the  Cluett  sale  are  ear- 
marked to  pay  off  West  Point's  internal 
corporate  bills.  And  Farley  hardly  can 
liquidate  his  No.  1  asset,  the  $156  million 
stake  in  Fruit.  Selling  it  would  yield  far 
less  than  what  he  needs  and  would  rob 
him  of  the  only  asset  he  might  borrow 
against  for  a  future  loan  package. 
ESCAPE  ROUTE.  Farley  got  in  such  a  spot 
because  of  what  he  paid  for  West  Point 
— $58  per  share,  $10  a  share  higher  than 
his  original  offer.  He  wasn't  able  to  bor- 
row enough  to  buy  more  than  95%  of 
West  Point's  shares,  leaving  5%,  or 
about  $63  million  worth,  still  floating 
among  public  investors.  The  upshot:  Un- 
til he  closes  the  deal,  he  can't  tap  West 
Point's  cash  flow  to  pay  interest  on  his 
many  borrowings. 

He  does  have  one  out:  The  banks'  own 
embarrassing  position.  With  the  deal 
still  unconsummated,  the  banks  have  no 
claim  on  West  Point  assets.  In  other 
words,  if  they  can't  collect  from  Farley, 
the  bankers  don't  really  have  much  col- 
lateral. The  banks,  which  wouldn't  com- 
ment, were  set  to  huddle  Mar.  22  on  how 
to  deal  with  the  problem.  "Farley  would 
become  illiquid  if  the  bankers  were  to 
make  the  loan  due  and  payable,"  says 
Angela  E.  Uttaro,  an  analyst  at  Stan- 
dard &  Poor's  Corp.  "The  banks  don't 
want  that  to  happen." 

With  the  deadlines  approaching  and 
Drexel  defunct,  Farley  has  turned  to  a 
new  team  of  strategists  at  Smith  Bar- 
ney, Harris  Upham  &  Co.  and  Donald- 
son, Lufkin  &  Jenrette  Inc.  The  one 
thing  they  most  want  to  avoid?  Default. 
"It's  D-day  now,"  a  source  close  to  Far- 
ley's team  explains,  "unless  they  can  do 
one  of  three  things:  negotiate  an  exten- 
sion, restructure  the  loans,  or  declare 
bankruptcy."  Now  locked  in  marathon 
sessions,  Farley  could  be  forgiven  if 
work  no  longer  seems  like  so  much  fun. 

By  David  Greising  in  Chicago 
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Some  companies  have  finally 
introduced  their  first  laser  printer. 


The  breakthrough  HP 
LaserJet  III  prmter  is  here. 

And  with  it  comes  print  quality 
like  you've  never  seen  before. 
With  it  come  documents  that 
sparkle. 

Now  everything  you  print  can 
be  more  professional.  More  per 
suasive.The  improvements  are 
made  possible  by  HP's  exclusive 


Resolution  Enhancement  tech- 
nology. The  result  is  clearer 
resolution.  Smoother  edges.  And 
curves  that  really  cui've. 

But  the  breaklhrougli  in  resolu- 
tion isn't  the  only  news.  With  the 
LaserJet  III  printer,  you  get  more 
fonts.  In  more  sizes.  And  you 
get  it  all  for  a  list  price  of  just 
$2,395.*  Considerably  less  than 


Hewlett-Packard  introduces  the 
third  generation  LaserJet 


the  LaserJet  Series  II  it  replaces. 

Of  course,  you'll  still  have  the 
eight  i)ages  per  minute  speed. 


And  complete  compatibility 
with  all  popular  PCs  and  soft- 
ware. Including  WordPerfect  5.1 
and  WordStar*  5.5. 

The  HP  LaserJet  III  is  the  latest 
addition  to  HP's  family  of  laser 
printers.  Including  the  afford- 
able, personal  HP  LaserJet  IIP 
printer  For  more  information 
on  the  HP  LaserJet  printer  line 


and  the  name  of  your  nearest 
authorized  HP  dealer,  call 
1-800-752-0900,  Ext.  1006. 

Now  you  can  get  a  better  look 
for  an  even  better  price. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


•Suggested  U.S.  list  price.  WordStar  is  a  U.S.  registered  trademark  of  MicroPro  International  Corporation.  ©  1990  Hewlett-Packard  Company  PE12(I()2 


JUNK  BONDS  I 


NOW  YOU  SEE  THE  JUNK, 
NOW  YOU  DON'T 


Highly  leveraged  companies  find  a  way  to  hide  their  debt 


The  junk-bond  market  doesn't  need 
any  more  problems.  Buyers  are 
scarce,  prices  have  been  slumping 
for  months,  and  Drexel  Burnham  Lam- 
bert Inc.  is  no  longer  around  to  make  a 
market  and  quote  prices  for  some  4,000 
issues. 

Now,  junk  players  are  taking  another 
hit:  An  increasing  number  of 
companies  with  outstanding  debt 
have  stopped  disclosing  financial 
information  to  the  public.  They 
are  taking  advantage  of  a  loop- 
hole in  the  Securities  &  Ex- 
change Act  of  1934.  Intended  to 
relieve  small  companies  of  the 
expensive  burden  of  public  fil- 
ings with  the  Securities  &  Ex- 
change Commission,  it  exempts 
those  with  fewer  than  300  securi- 
ty holders  from  public  disclosure. 
But  in  the  past  year,  companies 
that  have  placed  nearly  $5  billion 
of  debt  in  public  hands,  including 
such  big  names  as  Stop  &  Shop, 
Revlon,  and  Insilco,  have  fled  un- 
derground (table). 
CLOSEMOUTHED.  That  has  bond- 
holders and  traders  mad  as  hell, 
and  they  don't  want  to  take  it 
anymore.  "I  question  the  ethics 
of  these  companies'  manage- 
ment," charges  Alan  C.  Peter- 
sen, who  manages  Cigna  Corp.'s 
$900  million  junk-bond  portfolio. 
"They  were  willing  enough  to 
.sell  these  issues  to  the  public, 
and  now  they  won't  share  financial  in- 
formation with  bondholders."  In  fact, 
most  companies  taking  advantage  of 
the  exemption  send  financials  to  their 
current  holders,  but  not  to  analysts  or 
potential  buyers. 

Portfolio  managers  are  especially 
vexed  because  that  closemouthed  policy 
is  costing  them  money.  Bonds  of  compa- 
nies that  keep  their  results  private  often 
fall  hard  at  the  first  hint  of  bad  news. 
Case  in  point:  Stop  &  Shop,  which  Kohl- 
berg  Kravis  Roberts  took  private  in 
1988.  Last  November,  Stop  &  Shop 
bonds  slid  as  much  as  eight  points  when 
its  two  senior  executives  left,  and  the 
company  refused  to  explain  their  depar- 
ture. Market  participants  feared  the 
news  was  worse  than  it  appeared  and 
rushed  to  dump  their  holdings. 

That  experience  did  little  to  sway  Stop 


&  Shop  executives.  Until  recently,  they 
refused  to  divulge  financial  data,  which 
they  termed  "inside  information,"  to 
Wall  Street  analysts,  even  though  $712 
million  in  Stop  &  Shop  bonds  are  widely 
held  by  pension  funds,  mutual  funds, 
and  insurance  companies.  The  company 
says  it  now  makes  information  available. 


COMPANIES  TAKING 
THEIR  NUMBERS  PRIVATE 


Company            Face  value  of  debt  outstanding 

Millions 

SSC  HOLDINGS  (STOP  8.  SHOP) 

$712 

INSILCO 

570 

AMPEX  GROUP 

525 

FOODMAKER 

450 

REVLON  GROUP 

450 

MACANDREWS  &  FORBES 

330 

MORSE  SHOE 

268 

AMPHENOL 

215 

HARVARD  INDUSTRIES 

200 

LEASEWAY 

193 

INGERSOLL  PUBLICATIONS 

115 

MUSICLAND 

110 

CLEVITE 

105 

DATA:  SECURITIES  &  EXCHANGE  COMMISSION, 
STANDARD  &  POOR'S  CORP.  BOND  GUIDE 


though  some  analysts  grouse  privately 
that  they  still  have  trouble  getting  it. 

What  worries  bondholders  most  is 
that  companies  may  be  ducking  under- 
ground just  as  their  finances  deteriorate. 
Last  year,  SCI,  the  highly  leveraged  tele- 
vision-station company  controlled  by 
KKR  and  George  Gillett,  stopped  report- 


Ill  the  past  year,  companies 
that  have  placed  nearly 
$5  billion  of  debt  in  public 
hands  have  evaded  disclosure 


: 


ing  its  results  publicly.  Not  long  after 
ward,  the  company  shocked  analysts  anc 
investors  by  announcing  a  debt  restruc 
turing  to  remedy  a  severe  cash  crunch. 

Terrence  K.  Dwyer,  a  junk-bond  ana 
lyst  with  McCarthy,  Crisanti  &  Maffe 
■Inc.,  was  in  no  mood  for  a  similar  sur 
prise  from  any  of  the  companies  he  cov 
ers.  That's  why  he  stopped  reporting  or 
Amphenol,  a  maker  of  electronic  connec 
tors  that  recently  decided  to  stop  releas 
ing  financial  information.  But  in  his  fina 
report,  released  on  Mar.  9,  Dwyer  firec 
a  parting  shot.  He  noted  that  Ampheno 
supplies  the  ailing  computer  industry 
and  that  its  parent  is  in  the  midst  o; 
releveraging  the  company.  "Does  Am 
phenol  have  something  to  hide?"  h 
asked. 

NIGHTMARE.  Another  concern  it 
that  companies  will  profit  fron 
the  depressed  prices  that  accom 
pany  scant  information  by  scoop 
ing  up  their  bonds  on  the  opei 
market.  That's  why  bondholder 
of  E-II  Holdings,  the  Beatric( 
spin-off,  are  suspicious  of  E-I 
Chairman  Meshulam  Riklis,  wh( 
recently  offered  to  buy  back  hal: 
its  $1.5  billion  in  bonds  at  rough 
ly  65$  on  the  dollar. 

Some  companies  don't  evei 
bother  sharing  their  results  witl 
their  current  bondholders.  That 
the  nightmare  facing  investors  ii 
Clevite  Industries  Inc.,  a  smal 
equipment  manufacturer  bough] 
by  Pullman,  which  was  itself  ara 
sorbed  by  buyout  fund  Forsu 
mann.  Little  &  Co.  in  Septemben 
1988.  As  soon  as  the  Pullman 
LBO  was  finished,  Forstmann  Lin 
tie  stopped  sending  information 
on  Clevite  to  bondholders,  and  i| 
won't  even  return  their  phon(| 
calls  or  letters.  | 
That  doesn't  sit  well  with  Cle 
vite  holders,  including  Fidelity  Invest 
ments,  Eaton  Vance,  Delaware  Manage 
ment,  and  American  Express'  ID; 
Financial  Services.  "We  have  been  treat 
ed  in  a  manner  that  I  don't  think  is 
appropriate,"  fumes  Hooker  Talcotti 
vice-president  at  Eaton  Vance  Manage, 
ment,  "especially  since  the  funds  we  an 
fiduciaries  for  have  helped  fund  so  manj 
LBOs."  Stephen  Fraidin  of  Fried,  Frank! 
Harris,  Shriver  &  Jacobson,  Forstmann 
Little's  lawyer,  notes  that  the  bonds  an' 
current:  "The  bondholders  are  gettinfl 
everything  they  are  entitled  to."  j 
Unfortunately,  there's  little  bondhold 
ers  can  do,  as  the  companies  themselve; 
point  out.  About  the  only  recourse  thei 
have  is  to  refuse  to  buy  any  bonds  thi 
next  time  these  companies  want  to  taj 
the  public  markets. 

By  Laura  Jereski  in  Bostoi 
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Matterhorn 


Manhattan  skyline 

Consistent  service  quality  and  far-sighted  strategic 
thinking  are  the  foundations  of  Credit  Suisse's  inter- 
national success.  As  the  oldest  of  Switzerland's  three 
big  banks,  we  are  totally  committed  to  the  solid 
traditional  values  for  which  Swiss  banking  is  famous. 


But  our  activities  extend  far  beyond  Switzerland. 
Credit  Suisse,  in  partnership  with  CS  First  Boston  Inc. 
is  one  of  the  world's  premier  financial  services 
groups.  We  operate  effectively  in  every  market, 
offenng  expert  service  with  a  global  horizon. 


We  do  more  to  keep  you 


at  the  top. 


CREDIT  SUISSE 
CS 


CS  New  York 


50th  anniversary 


Head  Office;  Zuncfi/Switzerland:  Represented  in  all  major  international  financial  centres.  In  the  USA  and  Canada:  New  York  •  Los  Angeles  Atlanta  ■  Calgary  Chicago  Houston  ■  Miami  Montreal  • 

San  Francisco  ■  Toronto  •  Vancouver 
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MORE  TROUBLE 
FOR  ABBOTT  LABS 


►  Abbott  Laboratories  has 
taken  another  hard  shot,  this 
time  from  Uncle  Sam.  On 
Mar.  20,  less  than  two  weeks 
after  former  Abbott  Chair- 
man Robert  Schoellhorn  sued 
the  company  and  four  direc- 
tors over  his  ouster,  the  Food 
&  Drug  Administration  re- 
vealed that  it  believes  the 
drugmaker  has  quality-control 
problems.  Charging  that  "se- 
rious violations,"  first  cited 
last  year  at  a  North  Chicago 
plant,  have  not  been  fixed,  the 
FDA  barred  Abbott  from  sub- 
mitting some  new  drug  appli- 
cations. Further,  federal 
agencies  can't  buy  any  of  the 
eight  products  in  question. 

In  a  letter  to  Abbott,  Ray- 
mond Mlecko,  director  of  the 
fd.a's  Chicago  district,  says 
the  company  hasn't  done 
enough  to  correct  the  prob- 
lems. Abbott  says  that  the 
drugs  are  safe  and  effective 
and  the  troubles  affect  only  a 
small  part  of  its  injectable- 
drug  business. 


MICROSOFT  PICKS 
AN  OLD  IBM  HAND 


►  Microsoft  ended  an  exten- 
sive search  for  a  new  presi- 
dent and  chief  operating  offi- 
cer on  Mar.  19  when  it  picked 
Michael  Hallman,  44,  to  suc- 
ceed Jon  Shirley,  52.  Hallman, 
currently  president  of  Boeing 
Computer  Services,  will  join 
the  software  developer  on 
Apr.  2.  The  23-year  computer 
industry  veteran  also  gets  a 
seat  on  Microsoft's  board.  He 
should  help  keep  things  run- 
ning smoothly  with  IBM,  Mi- 
crosoft's development  part- 
ner: Twenty  of  those  years 
were  spent  at  Big  Blue. 


AN  EXERCISE  IN 
HIGH-TECH  TEAMWORK 


►  A  group  of  American  com- 
panies allayed  fears  that  the 
U.  S.  might  lose  a  key  under- 
pinning of  its  semiconductor 


business.  On  Mar.  19,  some  of 
the  country's  high-tech  lead- 
ers joined  forces  to  buy  Per- 
kin-Elmer's  semiconductor 
equipment  operation,  the  only 
domestic  manufacturer  of 
electron  beam  technology 
used  to  manufacture  silicon 
chips. 

The  partners,  which  include 
IBM,  Du  Pont,  and  Grumman, 
took  the  unusual  move  to 
spread  the  steep  costs  of 
keeping  up  with  key  semicon- 
ductor technology.  IBM  will 
lease  part  of  its  own  electron 
beam  technology  to  the  opera- 
tion, known  as  Etec.  Officials 
wouldn't  disclose  terms  of  the 
deal,  but  sources  say  the  cor- 
porate investors  will  own 
more  than  50%  of  the  busi- 
ness. Perkin-Elmer  managers 
will  own  the  rest. 


JUSTICE  BLUNTS 
A  GILLETTE  DEAL 


►  Gillette  won't  buy  Wilkin- 
son Sword's  U.  S.  shaving 
business,  after  all.  Bowing  to 
pressure  from  Justice's  Anti- 
trust Div.,  the  razor  giant 
says  it  has  dropped  the  bid, 
announced  in  December,  for 
its  much  smaller  rival. 

It  will,  however,  acquire 
Wilkinson's  international  op- 
erations outside  the  European 
Community,  as  well  as  a 
22.9%  stake  in  Eemland,  Wil- 
kinson's new  parent.  Which 
means,  in  effect,  that  Gillette 
owns  part  of  Wilkinson  any- 
way. Wilkinson's  U.  S.  presi- 


WAS  THE  SECRET  INGREDIENT  THEFT? 


Here's  something  to  ruin  your 
appetite:  Boston  Brownie  Co.,  a 
$400,000  outfit  with  one  store  in 
Beantown's  Quincy  Market,  has 
charged  McGlynn  Bakeries  of 
Eden  Prairie,  Minn.,  with  steal- 
ing a  secret  brownie  recipe. 

Boston  Brownie  founder  Lau- 
ra Katleman  says  she  contracted 
with  McGlynn  in  1984  to  produce 
batter  for  her  store.  On  the  sly, 
she  charges,  McGlynn  sold  the 
same  confection  in  its  own  stores  (now  closed)  and  the  batter 
to  other  bakeries  and  restaurants.  A  chemist,  Katleman  says 
confirmed  that  McGlynn's  product  was  nearly  identical  to  her 
own.  "I  was  shocked,  just  stunned,"  she  says. 

McGlynn  President  Michael  McGlynn  denies  Katleman's 
charge,  adding:  "There's  only  a  certain  number  of  ways  you 
can  make  a  brownie."  He  says  he  uses  a  recipe  perfected  by 
his  wife,  Julie,  though  he  admits  it's  not  completely  original 
Only  a  judge  may  ever  know  for  sure. 


dent,  Norman  Proulx,  admits 
it  has  been  a  confusing  win- 
ter, but  now  says  "it's  busi- 
ness as  usual."  Ads  in  trade 
magazines  drive  home  the 
point:  "The  only  people  buy- 
ing Wilkinson  Sword  are  more 
and  more  customers." 


SMITH  CORONA  TYPES 
MORE  PINK  SLIPS 


►  Woes  for  Smith  Corona  and 
its  investors  only  get  worse. 
On  Mar.  20,  the  maker  of 
word  processing  equipment, 
citing  consumers'  appetite  for 
lowei'-priced  products  and  a 
soft  market,  said  that  it  was 
eliminating  350  employees 


from  its  Cortland  (N.  Y.; 
plant.  The  company  says  addi- 
tions of  about  300  workers  tc 
a  Singapore  production  plant 
will  offset  most  of  the  cut. 

For  investors,  it's  one  more 
headache.  In  August,  Smitl 
Corona  went  public,  selling 
53%  of  its  stock  at  $21 
share.  Less  than  two  weeks 
later.  Smith  Corona  an 
nounced  layoffs  of  10%-  of  it5 
work  force,  prompting  a  sell 
off  in  the  stock.  At  that  time 
management  advised  inves- 
tors to  have  faith  in  its  turn 
around  strategy,  but  Smitl 
Corona  stock  is  still  languish 
ing  below  10. 


A  SCARY  MESSAGE 
FROM  WESTERN  UNION 


►  At  least  Western  Union  is 
giving  its  creditors  fair  warn 
ing.  In  a  Mar.  21  filing  wit! 
the  Securities  &  Exchange 
Commission,  the  companj 
said  it  might  not  have  th( 
money  to  pay  interest  du( 
June  15  on  $51  million  in  junl 
bonds.  The  company  also  sale 
that  by  the  end  of  March,  iti 
capital  might  fall  below  th( 
level  required  by  debt  cove 
nants,  throwing  Westerr 
Union  into  default  on  th( 
bonds.  If  that  occurs,  says  th< 
company,  it  may  have  to  seel 
bankruptcy  protection. 


:HC 
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HOTEL  Empire 

The  newly  renovated 
Hotel  Empire  is  across 
the  street  from  Lincoln 
Center  and  less  than  2 
blocks  from  Central 
Park.  Enjoy  the  inti- 
mate atmosphere  and 
the  professional  multi- 
lingual staff. 

New  York.  NY,  (212)  265- 
7400  or  1  800-545-7400. 


Hotel  Beverly 

Concierge  service  for  all 
guests,  a  warm  and  friendly 
staff,  and  perfect  location  on 
Lexington  Avenue  at  50th 
Street  make  the  family- 
owned  Hotel  Beverly  the 
place  for  you. 

New  York,  NY  I212i  753-2700 
or  1-800-223-0945. 


Salisbury  Hotel 

Besides  the  great  midtown  location  and  courteous 
service,  the  Salisbury  Hotel  offers  Safekeeper*  units 
every  room  for  valuables  and  important  documents. 

New  York,  NY,  (2121  246-1300  or  1-800-223-0680. 


in 


Is  Anything  But 
Usual. 


Madison  Towers  Hotel 

With  celebrity  entertainment  weekly  at  the  Whaler 

Bar,  a  convenient  midtown  location,  and  moderate 

conference  facilities,  the  Madison  Towers  Hotel 

will  make  your  business  trip  come  to  life. 
New  York,  NY,  (212)  685-3700  or  1-800-225-4340. 


*  Be  sure  lo  ask  ior  resmctions  and  cancellation  requirements  when  you  call 
©  I'W  American  Express  Travel  Related  Services  Company.  Inc 


Murray  Hill  East 

This  charming  hotel  boasts 
personalized  service  and 
spacious,  comfortable 
suites  with  kitchens.  You'll 
feel  right  at  home  doing 
business,  or  just  vacation- 
ing at  the  Murray  Hill  East. 
New  York,  NY,  (212)  661  2100 
or  1-800-221-3037. 

No  matter  which  of  these  fine 
hotels  you  choose,  always  be 
sure  to  make  an  American 
Express^  Card  Assured 
Reservation.  *  To  apply  for  the 
Card,  call  1-800-THE- 
CARD. 

Membership  Has  Its 
Privileges.* 


Whenlbu 
Care, 
ItShow«. 


NX/hen  you  care,  your  hotels  are 
monuments  to  comfort  and  luxury, 
"four  rooms  and  all  your  facilities  are 
well-appointed  and  distinctively 
designed. 

And,  when  you  care,  your  cui- 
sine is  nothing  less  than  memorable. 
Everything  prepared  exceeds  your 
guests'  expectations. 

Finally,  when  you  care,  your  ser- 
vice is  exceptional.  Always  attentive, 
"four  entire  staff  goes  out  of  its  way 
to  make  your  guests  feel  special  and, 
of  course,  right  at  home. 

That's  the  kind  of  care  that  goes 
into  every  Doubletree  Hotel.  And  it 
not  only  shows,  it  shines. 

For  reservations,  call  your  travel 
professional  or  1'800'528'0444. 


DOUBLETREE  HOTELS 

WHEN  YOU  CARE,  IT  SHOWS. 
42BCA 


Albuquerque  ♦  Atlanta  ♦  Austin  ♦  Colorado  Springs  (Opens  1990)  ♦  Dallas(3)  ♦  Denver  •  Houston(3) 
Kansas  City  ♦  Lxis  Angeles  ♦  Louisville  (TTie  Seelbach)  ♦  Miami  ♦  Monterey  ♦  Nashville  •  New  Orleans 
Orange  County  •  Palm  Springs  ♦  Pasadena  •  Phoenix  •  St.  Louis  ♦  Salt  Lake  City  ♦  San  Diego  ♦  Santa  Clara 
Seattle(2)  ♦  Tucson  ♦  Tulsa(2)  ♦  Vail  ♦  Ventura 

Or  stay  with  Compri  Hotels  by  Doubletree,  another  fine  MetLife*'  Company.  Call  1-800-4-COMPRl. 
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HE  SECS  DICK  BREEDEN:  A  SUPERPOL 
lUILDING  A  SUPERPOWER 


ny  day  now,  Congress  is  expected  to  pass  a  bill  giving 
^^the  Securities  &  Exchange  Commission  sweeping  new 

powers  over  the  brokerage  industry.  The  event  will  be 
lersonal  triumph  for  SEC  Chairman  Richard  C.  Breeden,  who 
six  months  on  the  job  is  living  up  to  his  advance  billing  as  a 
jerpolitician. 

^'ormer  SEC  Chairman  David  S.  Ruder  spent  the  better  part 
two  futile  years  pushing  the  legislation,  which  was  designed 
give  the  SEC  new  authority  to  deal  with  market 
ergencies  such  as  the  1987  crash.  It  took  Bree- 
1,  an  old  Washington  hand,  to  help  push  the  bill 
ough.  He  spent  hours  in  back-room  sessions 
;h  Representative  Edward  J.  Markey  (D-Mass.), 
!  shoot-from-the-lip  chairman  of  the  House  tele- 
nmunications  k  finance  subcommittee. 
i?reeden,  a  40->  ear-old  lawyer,  won  his  stripes 
the  Bush  Administration  by  helping  to  steer 
I  savings  and  loan  bailout  through  Capitol  Hill. 
:e  his  mentor,  George  Bush,  he  spends  a  lot  of 
le  cozying  up  to  lawmakers.  He  also  gets  high 
rks  from  the  securities  industry.  Early  in  his 
lure,  he  won  plaudits  for  a  cool  performance 
ring  last  October's  190-point  market  plunge. 
3is  sure  start  gives  the  SEC  chief  a  decent  shot 
achieving  his  ambitious  agenda.  Breeden  hopes  to  increase 
estor  protection,  lower  capital  costs  for  Corporate  America, 
i  overhaul  creaky  financial  regulations.  "If  we  don't  change 
;  structure  of  the  1930s,  we're  going  to  fail  in  the  competi- 
Q  of  the  1990s,"  Breeden  said  in  an  interview. 
BF  WARS.  Breeden  is  spending  a  lot  of  time  working  to 
;hape  regulations  to  fit  the  new  global  markets.  He  has 
^otiated  new  information-sharing  agreements  with  France, 
3an,  and  the  Netherlands,  which  will  make  it  easier  to  police 
ider  trading  by  foreigners.  He  eased  Ford  Motor  Co.'s  1989 
fchase  of  Jaguar  PLC  by  waiving  a  number  of  disclosure 
}uirements.  And  he  has  proposed  that  the  SEC  help  Eastern 
ropean  governments  develop  stock  exchanges. 
Back  at  home,  Breeden's  sawy  will  be  challenged  anew  in  a 


turf  war  between  the  SEC  and  the  Commodity  Futures  Trading 
Commission  (CFTC).  The  Administration  wants  to  give  the  SEC 
power  to  regulate  some  financial  futures  now  under  the  pur- 
view of  the  notoriously  lax  CFTC.  Breeden  hasn't  said  he  wants 
the  CFTC's  authority,  but  he  believes  that  the  division  hampers 
enforcement  efforts,  stifles  market  creativity,  and  hinders 
U.  S.  regulators  in  negotiations  with  their  foreign  counter- 
parts. "The  effect  is  a  weakening  of  the  stability  and  competi- 
tiveness of  the  securities  markets,"  he  says.  "I 
don't  think  tinkering  is  sufficient." 

A  hint  of  the  Administration's  formal  recom- 
mendation for  greater  SEC  authority  could  come 
at  a  Mar.  29  Senate  Banking  Committee  hearing. 
The  betting  in  Washington  is  that  the  SEC  will 
prevail.  "Everything  is  coming  into  place  for  a 
significant  shift  in  jurisdiction,"  concedes  former 
CFTC  Vice-Chairman  John  V.  Rainbolt. 

The  Markey  bill  would  give  the  SEC  striking 
new  powers.  It  could  suspend  some  program  trad- 
ing and,  with  White  House  approval,  close  the 
exchanges  in  an  emergency.  The  agency  could 
also  compel  brokerages  to  disclose  more  informa- 
tion about  major  stock  trades.  And  in  a  move 
designed  to  prevent  surprises  such  as  the  bank- 
ruptcy of  Drexel  Burnham  Lambert  Inc.,  it  could  demand  data 
on  the  financial  health  of  brokerages'  parent  companies.  "If  a 
financial  cruise  missile  is  coming  at  us,  I'd  like  to  know  when 
it's  launched,  not  15  seconds  from  impact,"  Breeden  says. 

If  there  is  a  danger  for  Breeden,  it's  that  he  is  spreading 
himself  too  thin.  Already,  some  staffers  are  chafing  under  his 
one-man-band  approach.  They  complain  that  some  less  glamor- 
ous initiatives  are  languishing  while  Breeden  goes  off  on  his 
crusades.  "Richard's  style  is  to  plunge  ahead  and  insist  that 
everybody  follow,"  says  one  securities  lawyer.  "He's  got  to 
rein  in  some  of  his  animal  energy."  But  for  now,  Breeden's 
star  is  on  the  rise,  and  with  it  the  SEC's  reputation  as  one  of 
the  capital's  most  powerful  regulators. 

By  Dean  Foust 
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AX  CUTS 


j^emocratic  National  Chairman  Ron- 
ll^ald  H.  Brown  hopes  to  stop  his 
arty's  agonizing  over  proposed  Social 
ecurity  tax  cuts.  Ever  since  Senator 
•aniel  P.  Moynihan  (D-N.  Y.)  proposed 
$55  billion  rollback  in  January,  Demo- 
rats  have  been  torn  between  their  de- 
ire  to  cut  taxes  and  their  fear  of  ap- 
earing  irresponsible  because  the  plan 
'ould  enlarge  the  budget  deficit.  After 
oiling  Democratic  National  Committee 
lembers.  Brown  drew  up  a  resolution 
ndorsing  the  payroll-tax  reduction 
lat  will  be  put  before  the  DNC's  execu- 
ve  committee  in  Indianapolis  on  Mar. 
3.  But  DNC  members  are  mostly  state 


party  officials,  and  it  isn't  yet  clear 
whether  congressional  Democrats  will 
take  the  cue. 

THE  SENATE  

The  Senate  race  between  Rhode  Is- 
land's Democratic  incumbent  Clai- 
borne Pell  and  GOP  Representative 
Claudine  Schneider  could  turn  nasty. 
Pell,  regarded  as  one  of  the  most  vul- 
nerable Democratic  senators,  has  hired 
Squier/Eskew  Communications  to  han- 
dle his  campaign  media.  The  Squier 
firm  has  a  reputation  for  hard-hitting 
ads,  but  it  promises  not  to  run  a  nega- 
tive campaign  unless  Schneider  goes 
on  the  attack  first.  The  campaign  will 
also  be  a  battle  of  Democratic  consul- 


tants. Schneider's  media  will  be  han- 
dled by  David  Garth,  who  occasionally 
adds  a  moderate  Republican  to  his  sta- 
ble of  Democratic  candidates. 

POLITICS  

Iouse  Majority  Leader  Richard  A. 
Gephardt  (D-Mo.),  who  has  be- 
come the  congressional  Democrats' 
most  visible  spokesman,  has  hired  a 
heavyweight  consultant.  Former  Rules 
Committee  Chairman  Richard  Boiling, 
a  fellow  Missourian  who  served  in  the 
House  for  34  years,  has  come  out  of 
retirement  to  advise  Gephardt  on  legis- 
lative matters.  Boiling  was  deeply  in- 
volved in  House  reform  efforts  and  is 
an  expert  on  legislative  procedure. 
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Henry  Ford  started  the 
assembly  line. 
Now  Volvo  has  stopped  it, 
For  natural  reasons. 


Vs 


isitors  to  the  small  town 
of  Uddevalla  on  Sweden's 
West  Coast  will  find  Volvo's 
latest  car  plant  situated  right 
by  the  sea. 

Inside  the  plant,  'the  great- 
est step  forward  in  the  history 
of  modern  car  production  has 
been  taken',  according  to 
many  experts. 

The  assembly  line  is  gone. 
Instead,  cars  stand  in  work- 
shops during  assembly,  a  small 


team  building  a  complete  car 

The  teams  of  workers  see 
themselves  as  families  and 
that  is  just  what  they  are 
and  women  of  all  ages  work 
side  by  side,  using  special  er- 
gonomically  designed  ma- 
chines developed  especially 
for  them. 

The  Uddevalla  workers 
have  already  demonstrated 
that  their  way  of  making  cars 
is  more  natural,  and  often 
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fit..,, 
differ 


Dre  efficient,  than  the  tradi- 
)nal  assembly  hne.  They've 
nfirmed  Volvo's  belief  that 
sponsibility,  involvement, 
maraderie  and  joy  increase 
3rk  satisfaction  and  raise 
oduct  quality. 

Volvo's  thinking  is  quite  nat- 
al: build  a  car  with  commit- 
ent,  pay  attention  to  quality, 
id  the  owner  will  soon  notice 
e  difference. 


VOLVO:  77,000  em- 
ployees worldwide.  Sales 
US  $  16  billion.  Business 
activities  encompass  cars, 
trucks,  buses,  marine  and 
industrial  engines,  aero- 
space, food  and  finance. 
Our  position  as  a  major 
international  group  with 
substantial  operations  in 
Europe  and  North  America 
is  a  result  of  quality,  safety, 
high  ethical  standards  and 
showing  care  for  people 
and  the  environment. 


VOLVO 


GERMANY 

'THE  WHOLE  EUROPEAN  EQUATION  HAS  CHANGED' 


It's  Thursday  in  Leipzig,  East  Germany.  The  usually 
somber  cobblestone  streets  are  thronged  with  thou- 
sands of  well-dressed  West  Germans  here  at  the  big 
trade  fair.  Near  the  city's  800-year-old  marketplace, 
the  music  of  rocker  Phil  Collins  is  blaring  from  a 
ladies'  fashion  store.  Next  door,  crowds  gather 
around  a  display  of  Japanese  television  sets  showing  a  pulsing  Mi- 
chael Jackson  video,  and  grocery  story  shelves  sag  under  piles  of 
previously  unavailable  oranges,  grapefruits,  kiwis,  and  bananas. 

Welcome  to  One  Germany.  For  nearly  half  a  lifetime,  the  Western 
world  schemed,  spied,  and  propagandized  to  achieve  this  outcome, 
firmly  believing  that  it  couldn't  happen.  Now  there's  no  stopping  it, 
and  the  confusion  and  fear  of  what  has  been  wrought  are  palpable. 

Germany,  it  now  seems  certain,  will  again  be  a  great  power. 
Economic  integration  and  monetary  union  between  the  East  and 
West  have  already  determined  that,  and  the  decision  by  East  German 
voters  on  Mar.  18  to  push  full  speed  for  unity  means  a  deal  could  be 
struck  by  early  next  year.  Whether  the  Germans  will  attempt  to 
become  a  dominant  voice  in  world  affairs  is  less  clear,  but  it  is  likely 
that  they  will  try  to  lead  Europe  in  the  future,  using  their  bankroll 
and  clout  as  a  Western  nation  to  influence  fragile  new  democracies 
of  the  East. 

Well  in  advance  of  Day  X,  the  shorthand  way  Germans  refer  to 
unification,  the  breath  of  German  power  is  already  wafting  across 
Europe.  The  single  Germany  will  be  big  but  still  only  about  60%  the 
economic  size  of  Japan  and  20%  that  of  the  U.  S.  It  will  be  about  the 
size  of  Nevada  and  have  about  three  times  the  population  of  Califor- 
nia. Yet  its  direct  control  over  22%-  of  Western  Europe's  economy  will 
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EAST  GERMAN  WORKERS:  KOHL  MUST  STEM  THE  EXODUS  TO  THE  WEST 


HIGH  TECH  IN  DRESDEN:  EAST  GERMA 


give  it  leverage  over  governments  from 
tiie  Celtic  Sea  to  the  Urals.  The  certain- 
ty of  German  unification  has  already 
sidetracked  Europe's  plans  to  have  a 
single  market  functioning  by  1992,  and 
it  has  buried  an  ambitious,  French- 
backed  scheme  to  create  a  new  Europe- 
an currency.  If  there's  a  substitute 
money  in  Europe's  future  now,  it's 
probably  the  Deutschemark.  Some  Eu- 
ropeans even  ponder  whether  the  new 
German  power  demands  a  rethinking  of 
1992  entirely.  "The  whole  European 
equation  has  changed,"  says  Jacques 
Calvet,  chairman  of  French  auto  giant 
Peugeot. 

SPIKED  HELMET.  For  the  U.  S.,  German 
unification  is  also  coming  at  a  critical 
time.  With  the  Soviet  Union  receding  as 
a  threat  to  Europe,  U.  S.  defense  strate- 
gy must  now  shift  from  securing  the 
German  border  to  finding  a  way  to  pro- 
tect all  Europeans  without  offending 
any  leading  allies.  The  most  pressing 
debate  is  likely  to  be  over  withdrawal 
of  the  195,000  U.  S.  soldiers  and  over 
the  American-controlled  nuclear  weap- 
ons that  will  remain  on  German  soil. 
"The  U.  S.'s  most  important  task  for 
the  last  40  years  has  been  its  commit- 
ment to  Europe,  and  now  a  revolution 
has  taken  place  there,"  says  Michael 
Mandelbaum,  an  East-West  expert  at 
the  Council  on  Foreign  Relations.  "The 
U.  S.  has  to  find  a  new  position." 

No  one  is  suggesting  the  Germans 
will  forget  their  past.  In  the  days  lead- 
ing up  to  the  East  German  vote,  Dutch 
and  Belgian  television  ran  Nazi  occupa- 
tion and  Holocaust  films,  and  German 


Chancellor  Helmut  Kohl  made  at  least 
one  magazine  cover  wearing  a  spiked 
Imperial  Army  helmet.  "Everytime  you 
hear  the  word  stability,  it's  a  euphe- 
mism for  keeping  an  eye  on  the  Ger- 
mans," says  Hans  Binnendijk  of  Lon- 
don's International  Institute  for 
Strategic  Studies. 

But  it's  also  easy  to  whip  up  hysteria 
about  Germans  that  is  out  of  touch 
with  reality.  Decades  of  prosperous, 
peaceful,  and  stable  democracy  within 
the  Western  alliance  minimize  the 
chance  that  a  united  Germany  will  re- 
vert to  militarism.  And  a  new  genera- 
tion of  European  leaders,  well-traveled 
and  untouched  by  the  war,  is  more  con- 
cerned with  building  Europe's  future 
than  worrying  about  its  past. 

Initially,  there  is  every  likelihood  that 
Germany  will  remain  within  the  NATO 
alliance,  probably  with  the  consent  of 
Soviet  President  Mikhail  Gorbachev. 
That  would  ensure  a  continued  U.  S. 
role  on  a  European  continent  in  flux. 

In  the  short  run,  at  least,  Chancellor 
Kohl's  drive  for  rapid  economic  integra- 
tion of  the  Germanys  may  even  reas- 
sure a  skeptical  Europe.  Kohl's  first 
task  is  to  stem  the  2,000-per-day  flow  of 
East  German  refugees  that  threatens 
to  disrupt  West  Germany's  economy. 
Then  he  must  smoothly  establish  the 
Deutschemark  as  the  single  currency 
for  a  united  country.  He  is  counting  on 
a  new  generation  of  dynamic  managers 
to  ensure  that  economic  growth  acceler- 
ates on  both  sides  of  the  German  di- 
vide. With  a  little  luck,  there's  every 
prospect  that  East  Germany's  tottering 
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economy  could  double  in  the  next  five 
years,  giving  Germans  a  kind  of  dura- 
ble claim  to  4%  or  more  growth.  "Re- 
unification will  be  extremely  positive 
for  Germany  and  the  rest  of  Europe," 
predicts  economist  Eric  Taze  Bernard 
of  Paris'  Banque-Indosuez.  In  fact,  Ger- 
man reunification  and  the  hint  of  an  era  ufe 
of  prosperity  in  the  East  are  behind  a  freste  i 
new  European  investment  boom  by 
U.  S.  companies. 

BRACING  FOR  SQUABBLES.  The  German 
government  insists  it  is  committed  to 
European  integration,  but  not  in  time 
for  a  1992  deadline.  Other  Europeans 
reckon  the  Germans  could  be  absorbed 
with  themselves  for  five  years  or  more, 
and  there's  widespread  concern  that 
while  Germany  diddles,  paying  for  re- 
building East  Germany  means  higher 
interest  rates  and  inflation  for  everyone 
else. 

Other  European  leaders  also  are 
bracing  for  squabbles  over  special  tem- 
porary arrangements  for  East  Germany 
on  issues  ranging  from  pollution  con- 
trols to  subsidies  for  farmers  to  region- 
al aid.  "The  rest  of  us  will  need  protec- 
tion from  the  entry  into  our  markets  of 
subsidized  East  German  goods,"  de- 
clares Douglas  Hurd,  Britain's  Foreign, 
Secretary. 

Getting  through  the  next  three  yearSi 
will  be  even  more  difficult  if  French- 
German  relations  don't  improve.  Much 
of  the  progress  toward  creating  the 
new  European  Common  Market  has 
been  built  on  close  personal  ties  be- 
tween Kohl  and  French  President  Fran- 
cois Mitterrand.  French  displeasure 
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th  the  speed  and  singlemindedness  of 
)h!'s  reunification  moves  has  put  the 
ationship  on  the  rocks. 
The  risk  is  that  these  rifts  will  en- 
urage  other  nations  to  assert  their 
;erests.  In  Western  Europe,  this  feud- 
>■  is  largely  going  to  be  over  economic 
nflicts.  But  in  the  East,  the  clash  of 
;erests  gets  much  nastier.  Long-sup- 
essed  rivalries  between  Hungarians 
d  Romanians,  and  among  Poles,  Ger- 
ms, and  Czechs,  are  breaking  out  as 
2  Soviets  depart,  and  there's  no  large 
wer  willing  to  intervene. 
The  problem  will  worsen  once  unifica- 
in  deals  the  coup  de  grace  to  the  War- 
w  Pact,  and  NATO's  role  comes  into 
estion.  Pressure  will  build  to  remove 
S.  troops,  and  that  may  start  a  de- 
te  over  putting  the  security  of  Eu- 
pe  under  a  new  organization  in  which 
wer  might  be  shared  with  the  Sovi- 
5.  "We  want  to  overcome  the  antago- 
5m  between  East  and  West  and  end 
I  in  a  European  security  system  with- 
t  classical  alliances,"  says  Helmut 
hafer,  minister  of  state  at  the  West 
irman  Foreign  Office. 
Such  a  system  would  likely  establish 
3op  levels  for  participating  countries, 
rhaps  under  the  auspices  of  the  now 
iwerless  35-member  Conference  on  Se- 
rity  &  Cooperation  in  Europe,  a  Vien- 
i-based  forum.  On  his  last  visit  to 
ashington.  Kohl  plugged  this  idea, 
id  Czechoslovakia's  President  Vaclav 
avel  believes  such  a  system  should 
place  the  cold  war  vestiges  of  NATO 
id  the  Warsaw  Pact. 
That's  why  President  Bush  has  so  far 


been  unwilling  to  unveil  any  vision  of  a 
new  European  security  order  that  is  not 
centered  around  NATO.  Bush  has  also 
made  the  most  of  his  diplomacy  on  Ger- 
man unification.  Early  on,  the  White 
House  decided  that  any  effort  to  block 
German  unity  was  likely  to  trigger  a 
backlash. 

So  Washington  has  gone  along  with 
Kohl's  plan  for  unification.  The  Admin- 
istration even  refrained  from  criticism 
in  the  face  of  the  Chancellor's  disturb- 
ing refusal  to  respect  Germany's  bor- 
der with  Poland,  which 
was  imposed  by  the  vic- 
torious allies  at  the  end  of 
World  War  H. 

By  refusing  to  stand  in 
the  way  of  Germany's 
march  toward  unity,  the 
allies  have  encouraged 
Bonn's  politicians  to  fol- 
low their  self-interest.  At 
an  initial  meeting  with  the 
four  Allied  powers  to  dis- 
cuss a  unified  Germany's 
military  status,  Bonn  de- 
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manded — and  got — agreement  to  hold 
future  talks  in  Bonn  or  Berlin,  not  oth- 
er capitals.  With  German  unification 
rolling,  outside  leverage  will  be  harder 
and  harder  to  exert.  "The  idea  that  any- 
body, superpower  or  otherwise,  is  going 
to  impose  anything  on  Germany  is  a 
nonstarter,"  says  Gregory  Treverton,  a 
European  specialist  at  the  Council  on 
Foreign  Relations. 

That  may  sound  like  a  prescription 
for  a  Germany  that  will  soon  begin 
building  up  its  own  weapons.  But  some 


important  checks  and  balances  will 
come  into  play.  Military  power  is  a 
wasteful  way  to  succeed  in  the  interna- 
tional economic  sweepstakes,  and  the 
Germans  seem  well  aware  of  the  costs. 
"The  Germans  are  in  a  phase  where 
they  will  both  feel  powerful  and  have 
ambivalent  feelings  about  their  own 
power,"  says  Gregory  Flynn,  an  expert 
on  Germany  at  Washington's  Carnegie 
Endowment  for  International  Peace. 
"That's  a  psychology  that  will  allow  a 
further  building  of  stabilizing  European 
institutions  that  the  Ger- 
mans will  become  part 
of." 

But  the  Germans  seem 
too  preoccupied  at  home 
right  now  to  care.  At  the 
Marienfelde  refugee  camp 
outside  West  Berlin, 
where  some  5,000  East 
Germans  live  in  huts  made 
of  corrugated  steel  and 
with  portable  showers  and 
toilets.  Day  X  means  that 
three  months  are  left  to 


find  a  job  and  housing.  Approximately 
100,000  other  refugees  across  West 
Germany  will  be  doing  the  same.  For 
them,  as  well  as  millions  of  ordinary 
West  Germans,  the  promise  of  living  in 
a  new  economic  superpower  is  far  re- 
moved from  daily  concerns.  Until  the 
two  Germanys  overcome  their  own 
problems,  the  outside  world  can  only 
guess  at  how  One  Germany  will  affect 
them. 

By  Bill  Javetski  in  Washington  and 
John  Templeman  in  Bonn 
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ON  THE  STREET,  SIX  MARKS  TO  ONE;  BONN'S  PLAN  TO  SWAP  AT  PAR  COULD  PLAY  HAVOC  WITH  THE  MONEY  SUPPLY! 
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GOING  FOR  BROKE: 

THE  DARING  PLAN  TO  REBUILD  THE  EAST 
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West  Germany  will  spend  up  to  $600  billion  over  10  years — straining  its  own  economy 


At   first   glance,  it 
seems   like  Mission 
—  1^  Impossible.   As  the 

,   ,Jk  leader   of  Europe's 
.«ftfitt?il^wMB  richest  nation,  you  de- 
)       cide  to  bail  out  a  lead- 
'    1  ing  communist  indus- 

trial country.  You  commit  $600  billion  to 
its  inefficient  factories,  crumbling  cities, 
and  disbelieving  workers.  Within  a  de- 
cade, you  plan  to  be  turning  out  cars, 
trucks,  computers,  and  telephones  to  the 
highest  world  standards.  In  return, 
you'll  pay  some  of  the  world's  highest 
wages,  plus  free  medical  care,  free  col- 
lege, and  a  month's  vacation. 

This  is  the  plan  the  bosses  in  Bonn 
have  devised  to  rebuild  East  Germany. 
It's  as  risky  as  it  is  ambitious.  Yet  it 
may  be  the  only  way  to  match  the  rush 
of  events  propelling  unification. 

The  shock  treatment  is  scheduled  to 
start  no  later  than  July  1,  when  the 
West  German  government  will  exchange 


up  to  $3,000  in  Deutschemarks  for  the 
savings  of  each  East  German.  The  boost 
in  buying  power  will  be  enormous.  But 
almost  instantly.  East  Germans  will  see 


signed  off  on  the  plan  before  the  elec- 
tion. West  German  business  is  even  fur- 
ther along.  Since  Nov.  9,  when  the  Ber- 
lin Wall  fell,  it  has  acted  as  if  the  border  les 
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food  prices  triple,  rents  quadruple,  and  r  was  obsolete.  In  the  four  months 
subway   fares   leap  tenfold   to   reach  ^  since,  Burgermeisters  from  both 


Western   levels.   At  the 
same  time,  millions  of 
dollars  in  benefits  for 
East  German  refu- 
gees will  be  cut  off. 

When  11  million 
East  Germans  voted  — 
on  Mar.  18  for  rapid 
economic  integration 
with  the  West,  this 
was  the  future  they 
chose.  The  likely 
new  Prime  Minister 
of  East  Germany, 
Lothar  de  Maiziere, 
and  West  German 
Chancellor  Helmut 
Kohl   had   all  but 


c 


HOW  TO  PAY  FOR 
REUNIFiCATION 

 Billions  of  dollars 

ANNUAL  PRICE  TAG  (1990-2000)  $59 

POSSIBLE  SOURCES  OF  FUNDS 

►  Freeze  planned  corporate  tax  cuts  14 

►  End  subsidies  to  West  Berlin  12 

►  Tax  windfall  from  faster  growth  10 

►  Increase  value-added  tax  9 

►  Bigger  budget  deficit  8 

►  Private  investment  6 
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DATA:  DEUTSCHE  BANK,  WEST  GERMAN 
FINANCE  MINISTRY,  BW  ESTIMATES 


sides  have  woven  a  newffs 
tissue  of  relationships. 
Monetary  union  is 
the  springboard  for 
the  entire  process 
The  Bonn  Cabinet 
has    promised  toCfleww 
swap  East  Germans' 
savings  in  Ostmarks,!|j 
worth  around  lOcf  on 
the  black  market,  fon 
Deutschemarks, 
worth  about  60$.  The 
six-to-one  subsidy  is 
meant  primarily  as  a 
payoff  to  encourage 
East   Germans  to 
stay  home  and  re- 
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ild  their  economy — and  give  them 
ne  buying  power  while  they're  at  it. 
But  swapping  good  money  for  bad 
lid  play  havoc  with  the  West's  conser- 
tively  managed  money  supply.  Con- 
rting  every  East  German  bill,  savings 
posit,  and  financial  claim  at  par  would 
3t  the  West  German  Bundesbank 
Tie  $108  billion  and  pump  up  the  mon- 

supply  by  16%.  To  limit  the  damage, 
ihl  is  aiming  the  plan  at  savers  with 
000  or  less  in  the  bank.  That  will  cov- 

two-thirds  of  East  Germans  with 
nk  accounts  but  add  only  about  3%  to 
;  money  supply. 

Bonn  has  other  ways  of  offsetting  its 
!ts  (chart).  West  Germany  will  save 
Tie  $12  billion  in  annual  subsidies  it 
w  allocates  to  West  Berlin  and  isolat- 
border  regions.  As  a  result,  the  West 
rman  budget  deficit  may  rise  by  only 
3ut  $8  billion,  to  $28  billion,  estimates 
mg  Q.  Tran,  director  of  research  at 
utsche  Bank  in  New  York.  That 
luld  allay  worldwide  fears  that  heavy 
rman  government  borrowing  will 
ve  up  world  interest  rates. 
ENDING  SPREE?  Furthermore,  as  East 
rmany  evolves  into  a  modern  econo- 
it  will  start  paying  its  own  way.  The 
ropean  Commission  estimates  that 
st  Germany's  huge  appetite  for  new 
iiipment  and  consumer  goods  will  jack 
German  growth  to  W/o  from  4%  this 
ar,  boosting  West  German  incomes — 
d  taxes.  And  as  East  Germans'  in- 
■nes  rise,  so  will  their  tax  bite  under 
5  West's  steeply  progressive  system. 
Still,  few  experts,  especially  outside 
rmany,  think  so  much  new  money  can 
inge  hands  without  a  burst  of  infla- 
n.  Price-controlled  staples  such  as 
jad  and  potatoes  will  cost  six  times 
»re,  and  there's  no  calculating  how 
ich  cash  East  Germans  will  blow  on 
sstern  blue  jeans  or  vacations  in 
ain.  Meanwhile,  prices  for  scarce 
jstern  consumer  goods  such  as  color 
s,  cars,  stereo  gear,  and  washing  ma- 
ines  will  plummet. 

But  West  German  corporations  will 
ly  a  big  role  in  easing  inflationary 
•ces  by  pouring  capital  worth  tens  of 
lions  into  new  projects.  By  early 
irch,  some  140  West  German  compa- 
ss had  already  signed  up  for  1,100 
nt  ventures  in  East  Germany. 
Dealmaking  went  into  overdrive  dur- 
^  the  week  before  the  election.  The 
ring  International  Leipzig  Trade  Fair 
came  a  dress  rehearsal  for  economic 
ion.  Volkswagen,  which  has  made  en- 
nes  in  East  Germany  since  1984, 
rned  on  to  build  250,000  cars  a  year  in 
nckau  by  1994.  Electronics  giant  Sie- 
5ns,  already  making  dental  X-ray 
uipment  in  Dresden,  landed  an  order 
supply  six  of  East  Germany's  largest 
ies  with  phone  switches.  The  construc- 
m  machinery  makers  association  an- 


nounced that  its  members  had  signed 
their  50th  cooperative  venture,  with  300 
more  under  negotiation,  to  license  West- 
ern technology,  train  East  German  man- 
agers, and  manufacture  machinery  and 
machine  tools. 

West  German  companies  don't  have 
much  time  to  get  their  East  German 
plants  up  to  world  standards.  That's  be- 
cause as  the  two  countries  fuse,  and  the 
East  adopts  West  German  corporate  and 
labor  law,  large  wage  differences  will 
disappear.  The  result,  says  Volkswagen 
Chief  Executive  Carl  H.  Hahn,  is  that 
"in  our  medium-term  planning  we  don't 
consider  East  Germany  as  a  low-wage 
country."  General  Motors  Corp.  subsid- 
iary Adam  Opel  is  under  pressure  from 
its  powerful  union,  IG  Metall,  to  offer 
equal  wages,  hours,  and  vacation  time 
when  it  begins  making  150,000  cars  an- 
nually in  East  Germany  in  1993. 

In  return,  East  Germany  is  expected 
to  bring  its  productivity  up  to  West  Ger- 


man levels,  which  on  average  are  twice 
as  high.  That's  not  as  tall  an  order  as  it 
sounds.  In  East  Germany's  high-tech 
centers  near  Dresden  and  Leipzig,  pro- 
ductivity already  runs  at  about  80%  of 
the  rates  in  West  Germany's  less  effi- 
cient Ruhr  industrial  belt.  West  German 
companies  also  plan  to  donate  second- 
hand equipment  to  the  East.  That 
"would  boost  productivity  a  good  20%' 
overnight  at  little  cost,"  says  Meinhard 
Miegel,  director  of  the  Bonn  Institute 
for  Economic  &  Social  Research. 
PAIRING  UP.  The  West's  biggest  restruc- 
turing targets  are  East  Germany's  126 
Kombinate,  or  state-owned  conglomer- 
ates, which  produce  85%  of  the  gross 
national  product.  As  big  chunks  of  these 
industrial  giants  are  sold  off,  East-West 
partnerships  will  be  the  most  natural 
way  for  German  managers  to  get  their* 
technology  up  to  date.  East  Germany's 
$15  billion  machine-tool  and  machinery 
business  has  a  good  chance  of  catching 
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up.  It  already  ranks  eighth  worldwide, 
on  a  par  with  Switzerland.  Now,  some 
1,500  West  German  companies  in  the  in- 
dustry are  hunting  for  East  German 
[lartners,  and  East  German  machinery 
Ijroduction  is  expected  to  double  by  1994. 

Privatization  will  also  revive  East  Ger- 
many's midsize  companies,  or  Mittel- 
Htand,  which  have  all  but  disappeared. 
West  Germany's  midsize  companies  are 
the  key  to  its  export  success  and  account 
for  807f'  of  GNP.  As  East  German  state 
companies  are  broken  up,  a  whole  new 
level  of  industry  is  likely  to  be  created. 
Optics  company  Carl  Zeiss  Jena  is  en- 
couraging its  workers  to  form  indepen- 
dent service  and  technical  companies,  es- 
sentially subcontractors.  "We'll  give 
them  loans  and  lease  them  the  equip- 
ment they  need  to  get  started — even  en- 
tire plants,"  says  General  Director 


Klaus-Dieter  Gattnar,  who  expects  some 
2,000  of  Zeiss 's  60,000  employees  to  start 
their  own  businesses. 

This  new  core  of  small  and  midsize 
companies  is  one  place  where  Western 
companies  will  invest  heavily.  On  the 
day  it  agreed  to  make  cars  in  East  Ger- 
many, GM's  Opel  division  signed  up  38 
East  German  dealers  to  sell  its  small 
Kadett  and  Vectra  models.  Other  car- 
makers plan  to  build  up  distributors  and 
suppliers  from  scratch.  Mercedes-Benz 
will  initially  supply  truck  cabs  to  East 
Germany's  IFA  Kombinat  and  start  car 
assembly  from  knocked-down  kits. 

The  need  for  financial  as  well  as  in- 
dustrial restructuring  has  opened  the 
door  for  West  German  banks.  East  Ger- 
man banks  are  mostly  branches  of  the 
Staatsbank  central  bank.  So  while  East 
Berlin  readies  a  private  banking  system. 


the  West  is  rushing  to  fill  the  gap.  Deut 
sche  Bank  already  has  10  offices  and  5( 
employees  in  East  Germany  and  plans  £ 
300-branch  network  with  a  staff  of  5,000 
And  Dresdner  Bank,  with  nine  offices 
now,  including  one  in  the  city  where  i1 
■first  opened  in  1872,  is  aiming  for  3f 
branches  and  then  a  national  network. 
TRICKY  TASK.  Aside  from  the  burgeoning 
new  market  within  East  Germany,  somt 
Western  investors  see  a  ringside  seat  or 
East  European  markets  as  an  alluring 
prospect.  Stuttgart-based  Standard  Elek 
trik  Lorenz,  a  unit  of  the  French  Com 
pagnie  Generale  d'Electricite  group,  has 
a  50-50  joint  venture  with  a  telecom 
munications  company  in  East  Germany 
to  make  digital  switches  and  build  1  mil 
lion  phone  lines  a  year.  Close  to  half  o: 
the  lines  could  be  exported  to  Easten 
Europe.  And  IBM  has  agreed  with  Eas' 
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West  Germany's  rotund 
chancellor  and  champion  of 
reunification.  Candidates  he 
favored  won  big  in  the  Mar. 
1 8  election,  after  Kohl 
made  six  trips  to  East  Ger- 
many to  stump  for  them 


Leading  West  German  So- 
cialist is  likely  to  oppose 
Kohl  next  December.  Fa- 
vors scrapping  NATO  and 
the  Warsaw  Pact,  replacing 
them  with  a  new  European 
security  alliance 


Veteran  central  bank  head 
opposed  unifying  the  two 
currencies,  but  lost.  He  now 
has  to  print  lots  of  new 
money  and  control  inflation 
as  the  two  economies  join 
into  one 


A  West  Berliner,  this  former 
economics  official  may  now 
leap  to  the  East  as  the  new 
Economics  Minister.  Pierofh 
enjoys  the  backing  of  the 
winning  East  German 
conservatives 


Runs  Frankfurt's  all-power- 
ful Deutsche  Bank.  He'll 
play  a  key  role  in  financing 
reunification  of  East  and 
West  Germany  and  manag- 
ing the  privatization  of  East 
German  industry 
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Volkswagen's  chief  execu- 
tive, born  in  East  Germany, 
is  now  pouring  $3  billion 
into  a  coHiiaking  venture  in 
the  East,  the  largest  deal  so 
far,  and  wants  more  eco- 
nomic links 


Leading  choice  for  East  Ger- 
man Prime  Minister,  he  fa- 
vors adopting  West  Germa- 
ny's legal,  tax,  and  welfare 
systems.  Heads  the  winning 
conservative  Alliance  for 
Germany 


East  Germany's  top  Socialist 
leader,  he  wants  to  slow 
the  pace  of  unification  to 
preserve  East  German  job 
and  housing  security.  But 
his  "socialist  principles" 
plan  lost  big  Mar.  18 


A  leading  East  German  in- 
dustrialist and  free-market 
advocate,  he  urges  fast 
monetary  union  but  gradual 
political  unity.  Heads  a  Ber- 
lin machinery  maker  called 
Kombinat  7th  of  October 
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Head  of  East  Germany's 
largest  electronics  compa- 
ny, Robotron.  He's  trying  to 
buy  Western  technology  to 
keep  the  company  indepen- 
dent. Has  done  15  foreign 
deals  so  far 
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German  electronics  giant  Robotron  to 
market  IBM  products,  jointly  provide  ser- 
vice and  maintenance,  and  offer  comput- 
er training  for  users  in  the  East  bloc. 

In  fact,  the  Soviet  and  East  European 
countries,  which  can't  afford  top-quality 
Western  machinery,  may  be  among  East 
Germany's  biggest  clients.  With  the 
East  bloc  switching  to  trade  in  hard  cur- 
rency beginning  in  1991,  the  incentive  to 
sell  in  those  countries  will  grow.  Some 
West  German  banks  are  ready  to  fi- 
nance the  export  drive.  Says  Michael  N. 
Bauer,  director  of  Frankfurt's  Bank  fiir 
Gemeinwirtschaft:  "East  Europe  is  the 
only  transition  chance  for  East  Germa- 
ny. It  is  one  sector  where  the  East  Ger- 
mans can  compete." 

East  Germany's  new  leaders  have  a 
tricky  job  during  that  transition:  balanc- 
ing high  expectations  with  workaday  re- 
ality, which  is  going  to  get  grimmer  for 
some  time.  Unemployment,  now  record- 
ed officially  at  just  28,000,  or  less  than 
I'A,  could  balloon  as  the  state  companies 
dismiss  workers  and  restructure. 

Opel's  new  partner.  Automobile 
Works  Eisenach,  announced  it  will  elimi- 
nate 2,900  of  its  9,900  jobs  by  1993.  Bern- 
hard  Heiseg,  54,  a  welder  in  a  Baltic 
shipyard,  fears  that  he  and  hundreds  of 
co-workers  will  soon  be  jobless  because 
the  Soviet  Union — his  yard's  sole  cus- 
tomer— is  slashing  orders  for  German 
ships.  "No  one  will  want  to  hire  or  re- 
train people  my  age,"  say  Heiseg,  who 
worries  about  making  ends  meet  on  the 
$294-per-month  dole.  Young  men  return- 
ing home  from  military  service  will  have 
trouble  finding  jobs  while  their  country 
is  cutting  its  payrolls. 
BITTER  LEGACY.  For  the  last  half-year, 
crossing  the  border  was  an  easy  option. 
But  aid  to  refugees  will  be  cut  by  July. 
Emergency  camps  will  close,  and  cheap 
loans  and  cash  awards  will  be  eliminat- 
ed. Unemployed  or  retired  East  Ger- 
mans, who  now  get  Western-level  bene- 
fits if  they  flee,  may  soon  receive  the 
same  check  they  would  back  home.  But 
that  amount  doesn't  buy  much  in  the 
expensive  West. 

Although  East  Germany  has  a  raft  of 
problems,  most  are  the  legacy  of  40 
years  of  mismanagement.  It  is  already 
among  the  world's  top  20  industrial 
countries.  Unlike  the  denizens  of  the 
Third  World,  many  East  Germans  still 
remember  when  they  were  part  of  a 
great  global  power.  And  they  are  joining 
an  economy  that  rose  from  the  ashes  of 
war  into  the  most  productive  and  pros- 
perous in  Europe.  As  VW's  Hahn  says: 
"We  have  40  years'  experience  in  re- 
building a  nation  from  scratch." 

By  John  Tetnpleman  in  Bonn  and  Gail 
E.  Schares  in  Leipzig,  with  Igor  Reich lin  in 
Eavt  Berlin  and  bureau  reports 


Reporter's  Notebook 

'ANYONE  WHO  ISN'T  AFRAID  DOESN'T 
KNOW  WHAT'S  GOING  ON' 


Seated  in  an  Italian 
restaurant  for  the 
first  time,  East 
German  manager  Peter 
Wicht  asks  what  pasta 
is  and  tells  his  host  to 
order  for  him.  After  two 
months  in  West  Berlin, 
the  34-year-old  Wicht  is 
still  nervous.  But  as  one 
of  100  East  Germans 
chosen  for  a  manage- 
ment training  program 
sponsored  by  West  Ger- 
man companies,  his  busi- 
ness confidence  is  high. 
"I  know  exactly  what  I 
want  to  do,"  he  says.  He 
can't  wait  to  return  to 
his  office-equipment  fac- 
tory in  Sommerda  to  ap- 
ply his  new  knowledge.  "The  moment 
performance  pays  off,"  he  says,  "peo- 
ple will  be  ready  to  take  their  own 
initiative." 

For  many  young  East  Germans,  re- 
unification is  bringing  once-unimagin- 
able opportunities.  But  not  everybody 
will  make  the  capitalist  grade  as  easily 
as  Wicht.  Indeed,  most  East  Germans 
realize  a  rocky  transition  is  ahead. 
"Anyone  who  isn't  afraid  doesn't  know 
what's  going  on,"  says  Ruth  Miller,  a 
60-year-old  Leipziger  who  was  impris- 
oned by  the  Honecker  regime.  "No  one 
will  give  us  a  gift.  The  bill  is  coming." 
BITING  THE  BULLET.  With  the  promise  of 
a  one-to-one  currency  conversion,  few 
worry  about  losing  their  life  savings. 
But  unemployment  has  soared.  Many 
East  Germans  fear  eviction  or  stagger- 
ing rent  increases  as  West  Germans 
reclaim  properties  seized  by  the  state. 
Thousands  of  Germans  who  lost  prop- 
erty after  fleeing  to  the  West  have 
filed  claims  with  the  Bonn  government 
for  its  return.  "We  waited  30  years  to 
get  an  apartment  with  a  toilet  and  a 
bath,  and  now  we  could  be  thrown  out 
of  our  new  home,"  says  a  65-year-old 
woman  too  cautious  to  give  her  name. 

Ironically,  joint  ventures  with  West- 
ern companies — the  fastest  route  to 
East  German  revitalization — have 
sparked  heavy  layoffs.  Engineer  Hel- 
mut Horst  says  that  his  company, 
Kraftwerkbau,  a  maker  of  power-gen- 
erating equipment,  has  already  cut 


staff  to  prepare  for  a 
takeover  by  AEG,  a  unit 
of  Daimler  Benz.  Never- 
theless, he  voted  in  last 
Sunday's  elections  for 
the  conservative  Chris- 
tian Democrats,  who  fa 
vor  speedy  reunification 
and  a  rapid  infusion  of 
Western  capital.  Like 
many  East  Germans, 
Horst  wants  to  take  the 
pain  up  front.  "Econom- 
ic union  means  80%  to 
907(  of  our  companies 
will  go  bankrupt,"  he 
says.  "But  we  have  to 
get  through  that  tough 
time,  and  the  quicker 
the  better." 
Dresdener  Louise  No- 
vicki  worries  that  her  father,  brother, 
and  husband  may  lose  their  jobs  at 
ailing  electronics  giant  Robotron.  She 
says  Robotron's  chiefs  have  laid  off 
hundreds  to  improve  their  position  for 
negotiating  joint  ventures  with  West 
German  companies.  "These  managers 
will  get  rich  managing  the  Robotron 
factory  for  Siemens,"  she  says  bitterly. 

Former  secret  police  and  Communist 
Party  hacks  may  have  extra  trouble 
finding  places  in  the  new  system.  In 
the  Berlin  suburb  of  Ludwigsfelde,  a 
mother  of  six  strains  to  make  ends 
meet.  Her  husband  spent  22  years  at 
the  feared  State  Security  Agency 
(Stasi)  but  lost  his  job  and  pension 
when  Stasi  was  dissolved  in  November. 
Since  then,  37  companies  have  turned 
him  down,  and  he  does  odd  jobs. 

Still,  many  East  Germans  are  rush- 
ing to  find  a  niche  in  the  new  economy, 
One  is  Mattias  Schreiner,  a  Leipzig  cab 
driver  hustling  to  set  up  a  courier  ser- 
vice between  East  and  West  German 
companies.  With  a  $50,000  loan  from  a 
West  German  government  fund  for 
small  East  German  businesses,  he 
bought  two  new  Mercedes  and  began 
peddling  his  services  at  the  crowded 
spring  trade  fair.  Says  Schreiner,  34: 
"There  will  be  unemployed  and  losers, 
but  in  the  end,  the  economy  will  b€ 
healthier."  Like  many,  he's  counting  on 
being  one  of  the  winners. 

By  Gail  E.  Schares  in  Leipzig  and  Igoi 
Reichlein  in  Dresden 
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Why  your  fax  machine  should  be  a 

PRIORITY 


This  is  the  fax  small  business  has  been  waiting  for.  Introducing  Epson*  PriorityFax™  One  of  the  first  lines  of 
personal  fax  machines  to  offer  office-quality  features  at  a  truly  affordable  price. 

Features  like  auto  dial  and  redial,  as  fast  as  15-second  transmission  speed,  16-level  gray  scale,  paper  cutter,  up  to 
28-page  memory  and  more.  Plus  the  best  feature  of  all— Epson's  uncompromising  quality,  performance  and  value. 

What's  more,  if  you  buy  a  PriorityFax  and  sign  up  for  MCI  fax  by  June  30,  you'll  get  |50 

cash  from  Epson  and  up  to  $100  fax  service  credit  from  MCI.  See  your  dealer  for  details. 

WHEN  YOU'VE  GOT  AN  EPSON. 

In  fact,  you  might  want  to  make  it  a  priority.  YOU'VE  GOT  A  LOT  OF  COMPANY " 


I  EPSON 


©  1990  Epson  America,  Inc.  Epson  is  a  registered  trademark  of  Seiko  Epson  Corporation.  PriorityFax  is  a  trademark  of  Epson  Amenca.  Inc..  2780  Lomita  Blvd. . Torrance,  CA  90505.(800)  922-8911. 


Jaguars  have  always  been  noted  for 
their  elegance  and  style.  Their 
uncompromising  standard  of  luxury  is 
most  eloquently  expressed  in  the 
Vanden  Plas  sedan.  Now  the  Vanden 
Plas  Majestic  raises  this  standard. 

From  its  distinctive  fluted  chrome 
grille  and  lustrous  Regency  Red  finish, 
to  its  magnolia  interior  trim  accented 
with  mulberry  piping  — this  is  clearly  a 


very  sjjccial  Jaguar  Vanden  Plas. 

Light  glints  off  the  diamond  turned 
wheels  accented  with  red  spokes  while 
unique  badging  and  chrome  detailing 
identify  this  limited  edition. 

Inside  the  quiet  cabin,  the  warmth  of 
handcrafted  burl  walnut  graces  the  fas- 
cia, control  panel,  door  inserts,  center 
console  and  rear  pull-down  picnic 
tables.  High-intensity  reading  lamps 


and  individual  headrests  give  the  con- 
toured rear  seats  the  comfort  of  a  favor- 
ite reading  chair,  while  red  sheepskin 
rugs  counterpoint  wine  red  carpels. 

To  test  drive  the  elegant  Majestic, 
see  your  Jaguar  dealer. 

For  the  dealer  nearest  you,  call  toll- 
free:  1-800-4-JAGUAR. 

JAGUAR 


A         BLENDING         OF        ART        AND  MACHINE 


nternational  Outloo 


EDITED  BY  JOHN  PEARSON 


USH  MAY  HAVE  TO  CHOOSE 

ETWEEN  PERESTROIKA  AHD  ITS  CREATOR 


I hope  that  he  not  only  survives  but  stays  strong,"  says 
President  George  Bush,  talking  about  his  superpower 
partner,  Mikhail  Gorbachev.  But  how  strong  is  too 
ong?  For  five  years,  the  Soviet  leader's  dynamic  persona 
!  been  inseparable  from  his  agenda  for  unraveling  the  cold 
r.  Western  leaders  have  responded  by  striking  up  warm 
•sonal  relationships.  But  Gorbachev  may  now  be  heading 
3  a  crisis  that  will  test  both  his  economic  reforms  and  his 
nmitment  to  democracy,  and  the  West  may  find  it  has  to 
(ose  between  supporting  the  Soviet  leader  or  perestroika. 
^'he  stage  was  set  in  mid-March,  when  Gorbachev  rammed 
islation  through  the  Congress  of  People's  Deputies  to  give 
1  sweeping  powers  to  govern  by  de- 
e.  His  aim  is  to  clear  the  way  for 
lical  economic  i-eform,  after  years  of 
ffective  half-measures.  But  to  win  the 
v  authority,  Gorbachev  brushed  aside 
iposals  for  a  popular  vote  on  his  presi- 
icy.  That  was  a  break  from  his  previ- 
i  encouragement  of  broad  political 
•ticipation.  "If  Gorbachev  has  been 
)ut  anything,  he's  been  about  due  pro- 
s,"  says  an  Administration  Soviet  ex- 
t.  "But  here  he's  overreaching  and 
:ing  for  something  that's  dangerous." 
HGN  AUTOCRAT?  With  perestroika  floundering,  Gorbachev 
y  have  little  choice  but  to  push  ahead  with  drastic  price 
.lignments  and  other  painful  measures,  starting  as  early  as 
y.  That  could  put  Gorbachev,  always  more  esteemed  abroad 
.n  at  home,  on  a  collision  course  with  the  Soviet  people, 
like  Poland's  government,  Gorbachev  has  no  broad-based 
itical  movement  to  back  harsh  reforms.  His  alternative  may 
to  try  to  rule  as  a  benign  autocrat  for  several  years  and 
"orce  his  reforms  by  coercion.  He  has  the  authority  to 
;lare  states  of  emergency  and  issue  special  decrees,  which 
could  use  to  ban  strikes.  On  Mar.  21,  he  wielded  his  new 
A^ers  against  Lithuanians'  bid  to  secede  by  ordering  them  to 
■n  in  firearms  and  tightening  border  controls. 


If  Gorbachev  avoids  heavy  repression,  he  may  be  able  to 
preserve  his  statesmanlike  standing  abroad.  But  if  he  starts  to 
reverse  his  nation's  progress  toward  democracy.  Western  lead- 
ers will  have  a  hard  time  deciding  whether  to  keep  backing 
him.  A  similar  choice  has  already  tripped  up  Bush  in  relations 
with  China.  In  his  effort  to  maintain  ties  with  Beijing's  leaders 
after  last  summer's  student  massacre,  the  President  relied 
largely  on  his  personal  links  to  Chinese  leader  Deng  Xiaoping. 
But  when  his  overtures  became  known  publicly.  Bush  suffered 
sharp  criticism  at  home,  while  the  Chinese  continued  their 
repression  despite  his  conciliatory  gestures. 
Now,  Bush  may  come  under  pressure  to  take  a  harder  line 
toward  the  Soviets.  If  Lithuania  and  oth- 
er republics  go  through  with  plans  to 
secede  and  Gorbachev  retaliates  with  a 
tough  crackdown,  Bush  will  have  to 
choose.  Bush's  policy,  explained  by  Sec- 
retary of  State  James  A.  Baker  III  last 
year,  would  condemn  Gorbachev  if  he 
used  force  to  stifle  peaceful  political  dis- 
sent but  approve  if  it  were  used  to  halt 
rioting,  such  as  that  in  the  republic  of 
Azerbaijan.  But  that  distinction  may  be 
harder  to  make  in  the  Baltics,  where 
ethnic  Russian  minorities  may  protest 
being  separated  from  Moscow.  "The  Administration,  wisely  or 
not,  established  criteria  for  Moscow  to  intervene,"  says  Hel- 
mut Sonnenfeldt,  a  former  State  Dept.  and  National  Security 
Council  official.  "The  problem  is  that  an  intervention  may  not 
come  as  neatly  as  Baker  expressed  it." 

Some  U.  S.  officials  are  urging  that  Baker  and  Bush  make  it 
clearer  that  they  support  Gorbachev's  reforms,  not  the  man. 
But  that  won't  be  easy.  Gorbachev's  box-office  appeal  is  likely 
to  rise  when  he  and  Bush  meet  in  the  U.  S.  in  June  to  sign  a 
trade  accord  and  a  pact  to  cut  nuclear  weapons.  But  when  he 
returns  to  Moscow  in  July  to  impose  unpopular  economic 
measures,  U.  S.  ties  with  Gorbachev  may  face  their  real  test. 
By  Bill  Javetski  in  Washington,  with  Roue  Brady  in  Moscow 
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President  Fernando  Collor  de  Mello 
was  elected  last  December  with 
;rong  support  from  middle-class  vot- 
rs,  but  he's  making  them  bear  the 
runt  of  his  drastic  economic  reforms, 
hey  hold  most  of  the  10  million  bank 
^counts  that  Collor  froze  on  Mar.  16, 
le  day  after  he  took  office. 
Collor's  aim  is  to  squeeze  liquid 
inds  to  halt  the  72%  monthly  infla- 
on.  To  do  so,  he  is  taking  about  $60 
illion,  some  15%  of  Brazil's  gross  na- 
onal  product,  out  of  the  economy  by 
nmobilizing  amounts  above  $1,000  in 
ank  accounts.  The  funds  are  being 
onverted  into  government  bonds  that 


will  be  paid  back  in  18  to  30  months. 

Collor  also  plans  to  impose  $30  bil- 
lion worth  of  new  taxes  to  eliminate 
much  of  the  $40  billion  federal  budget 
deficit,  and  shed  up  to  10,000  federal 
jobs  as  an  initial  move  to  shrink  the 
government's  payroll.  But  some  ob- 
servers worry  that  Collor's  measures 
may  throw  Brazil  into  a  long  recession. 

SOUTH  KOREA  

President  Roh  Tae  Woo  is  backing 
off  from  his  1987  campaign  prom- 
ise to  spread  the  benefits  from  the 
country's  prosperous  economy  more 
widely.  Instead,  he  appointed  a  new 
Cabinet  on  Mar.  17  that  is  reverting  to 
policies  of  pushing  exports  and  expand- 


ing credits  to  promote  faster  growth. 

One  result,  admits  new  Trade  &  In- 
dustry Minister  Park  Pil-Soo,  may  be 
to  create  trade  friction  with  the  U.  S. 
"We  need  to  survive  first,  and  trade 
disputes  are  of  secondary  importance," 
Park  says. 

Roh's  action  is  intended  to  remedy 
growing  economic  ills:  inflation,  soar- 
ing wages,  falling  productivity,  low  in- 
vestment, and  declining  exports.  South 
Korea's  economic  pie  is  still  "too  small 
for  redistribution,  which  now  will  make 
every  one  of  us  poor,"  says  U.  S.- 
trained  Lee  Seung-Yoon,  the  new  Dep- 
uty Prime  Minister  and  chief  economic 
policymaker.  Without  a  policy  shift,  he 
adds,  recession  is  "inevitable." 
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ENTERTAINMENT 


LIGHTS,  CAMERA,  ACT  III: 

SITCOM  KING  TURNS  EMPIRE  BUILDER 


Norman  Lear's  company  is  snapping  up  TV  stations,  theaters,  and  magazines 


t'  broufiht  Archie  Bunker 
and  Mary  Hartman  to 
television  screens  across 
America.  Later,  he  led  the  battle 
against  Robert  H.  Bork's  nomi- 
nation to  the  U.  S.  Supreme 
Court.  Now,  at  an  age  when 
many  Hollywood  moguls  retire 
to  their  Palm  Springs  estates,  67- 
year-old  Norman  M.  Lear  is 
building  a  budding  media  and  en- 
tertainment empire.  He  calls  it 
Act  HI  Communications  Inc. — 
for  the  third  act  of  his  career. 
"But  this  is  a  Shakespearean 
play,"  Lear  (piips.  "Those  have 
five  acts." 

A  onetime  gag  writer  for  Jei'- 
ry  Lewis,  Martha  Raye,  and  Dan- 
ny Thomas,  Lear  dominated  net- 
work television  in  the  1970s  with 
such  ground-breaking  situation 
comedies  as  All  i>i  the  Fa  mill/, 
Sanfonl  and  Son,  and  The  Jef- 
fersons.  In  1985,  he  and  partner 
Jerry  Perenchio  cashed  out  by 
selling  the  rights  to  those  sit- 
coms to  Columbia  Pictures,  then 
owned  by  ('oca-Cola  Co.,  for  $48ri 
million.  Since  then,  Lear  has  as- 
sembled some  $500  million  in  as- 
sets. He  has  borrowed  heavily  to 
buy  three  major  theater  chains, 
eight  TV  stations,  and  a  dozen 
trade  publications  including 
Channels  and  Marketing  &  Me- 
dia Deeisions  (table). 
LEADING  LIBERAL.  His  latest  rote, 
thai  i)f  empire  builder,  might 
seem  strange  for  Lear.  One  of 
Hollywood's  most  visil^le  liberals, 
he  spent  most  of  the  early  1980s 
setting  uj)  People  for  the  Ameri- 
can Way.  The  group  gained  rec- 
ognition for  taking  on  fundamen- 
talist ministers  such  as  Jerry  L. 
Falwell  and  is  currently  fighting 
mandatory  labeling  of  "prurient"  record- 
ings and  Senator  Jesse  Helms's  (D-N.  C.) 
attempts  to  limit  federal  funds  for  sexu- 
ally explicit  art. 

As  Lear's  company  begins  its  latest 
expansion  effort,  its  chairman  is  putting 
together  the  cast  for  two  CBS  sitcoms 
that  will  mark  his  return  to  television 


LEAR  AND  McGRATH:  SOME  FEAR  THEY'RE  GROWING  TOO  FAST 


NORMAN  LEAR'S  ACT  AT  ACT  III 

BROADCASTING  Eight  stations  in  midsize  markets 
THEATERS  Ninth-largest  theater  chain  in  the  U.S. 
TELEVISION  Two  sitcoms  set  to  air  this  fall  on  CBS 
PUBLISHING  Twelve  trade  magazines 

DATA:  AQ  III  COMMUNICATIONS 


after  a  six-year  absence.  While  Lear  con- 
centrates on  producing  television  shows, 
he  has  entrusted  the  running  of  his  com- 
pany to  85-year-old  Thomas  B.  McGrath. 
A  Harvard  MBA,  McGrath  was  the  Co- 
lumbia Pictures  executive  who  negotiat- 
ed the  deal  for  the  Coke  unit's  purchase 
of  Lear's  TV  company.  After  jumping 


ship  to  Lear,  McGrath  became 
the  mastermind  behind  Act  Ill's 
plan  to  increase  its  station  own 
ership  to  12  by  1991  and  to  adc 
more  than  50  theater  screens 
within  a  year.  The  company  alsc 
intends  to  add  to  its  publication 
stable  and  to  build  a  film  produe 
tion  unit. 

BLUE-CHIP  PALS.  The  game  plar 
so  far  has  been  simple.  Steering 
clear  of  larger  competitors,  Act 
III  has  focused  on  midsize  mar 
kets  where  it  can  dominate.  Its 
theater  chains  are  the  largest  ir 
San  Antonio  and  Austin,  Tex. 
and  Portland,  Ore.  And  its  T\ 
stations  are  either  the  largest  oi 
the  sole  independents  in  sue? 
markets  as  Nashville,  Rochester 
N.  Y.,  and  Charleston,  S.  C.  Thai 
dominance  enables  Act  III  to  get 
better  terms  from  Hollywooc 
studios  on  the  movies  it  shows  ir 
theaters  and  better  advertising 
rates  for  its  stations. 

But  along  the  way.  Act  III  has 
also  added  hefty  amounts  oJ 
debt.  Such  leverage  was  the  un 
doing  of  other  independent  start 
ups  such  as  DeLaurentiis  Enter 
tainment  Group  and  Cannor 
Films.  To  share  the  risk,  Leai 
and  McGrath  have  lined  up  sucl', 
blue-chip  companies  as  GE  Capi 
tal  and  Prudential  Insurance  ai 
partners  in  its  ventures.  Foreigr 
investors  include  a  holding  com 
pany  controlled  by  Baron  Hans 
Heinrich  Thyssen-Bornemisza  o: 
Monaco  and  Tractebel,  a  Brus 
sels  holding  company  that  las 
year  bought  a  20%  interest. 

The  world  of  international  fi 
nance  is  a  long  way  from  th< 
one-room  apartment  in  Hartford 
where  Lear  grew  up.  There,  as  i 
teenager,  he  wrote  a  humor  column  foi 
the  Weaver  High  School  paper.  Aftei 
flying  57  missions  as  a  B-17  gunner  ove: 
Europe  during  World  War  II,  Lear  se 
off  for  New  York  City  to  be  a  publicity 
agent.  When  that  didn't  work  out,  h» 
packed  up  his  wife  and  2-year-old  daugh 
ter  and  drove  to  California.  He  sold  fur 
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Dorit  Let  ibur 
Feisonal  Relings 
Get  In¥)ur Way 

Old  habits  are  hard  to  break.       reach— even  for  PC  users.  And  it 

But  you  don't  have  to  give  up       provides  multiples  of  everything: 
the  personal  computer  you  know,    Multiple  hosts.  Multiple  appli- 
to  get  the  networked  computer        cations.  Multiple  databases.  And 
you  need.  multiple  tasks.  Concurrently  It 

Introducing  a  computer  that        makes  seamless  network  comput- 
gives  you  the  freedom  of  both.  The    mg  as  easy  as  point  and  click. 
MuItiPersonal" Computer  from  Best  of  all,  it  comes  with  the 

Motorola.  Motorola  commitment  to  uncom- 

Yes,  it  runs  thousands  of  DOS       promising  quality  and  open 
applications.  And  supports  your      computmg  standards, 
existing  PC  networks.  Plus  a  So  set  your  personal  feelings 

whole  lot  more.  aside.  Call  1-800-556-1234,  Ext. 

It  gives  you  the  power  of  UNIX*    165.  In  California,  1-800- 
and  full  X  com-  441-2345,  Ext,  165. 

pliance— which  puts     H^j^ffilnEflRRl^R  ^^d  make  way  for 

hundreds  of  UNIX       lllriSfiK^MiaHM^      the  MuItiPersonal 
applications  within     ^^^Alj||MUi^^H  Computer 


Network  Computing  With  A  Personal  ToucK 


MOTOROLA 

Computer  Group 


1990  Motorola,  Inc  Moiorola  Computer  Group  is  a  member  of  Motorola's  General  Systems  Sector  MuItiPersonal,  Motorola,  and  the  Motorola  logo  are  trademarks  or  registered  trademarks  ol  Moiorola,  int  UNIX  i^  a  registered  trademark  of  AT6rT 


The  first  on-line  database 
devoted  exclusively  to 
the  aviation  and  aerospace 
industry  worldwide 


"Aviation/Aerospace  Online,"  from  McGraw-Hill.  In  an  industry 
where  tomorrow  is  often  too  late,  here's  the  first  "real-time"  database  to 
instantly  deliver  fast-changing  business  and  technical  developments  cind 
up-to-the-minute  trends  to  aviation  and  aerospace  decision-makers 
around  the  world. 


i:nii 

At  McGraw-Hill,  being  first 
is  almost  second  nature. 


niture  door-to-door  until  he  finally  got 
work  writing  parodies  for  lounge  sing- 
ers in  supper  clubs. 

Before  long,  he  was  writing  for  come- 
dians. In  1959,  he  and  a  partner,  Bud 
(Alan)  Yorkin,  founded  Tandem  Produc- 
tions Inc.,  which  made  television  specials 
for  such  stars  as  Fred  Astaire,  Frank 
Sinatra,  and  Jack  Benny. 

Lear's  biggest  hit  was  the  1971  show 
All  in  the  Family.  Modeled  after  the 
British  comedy  'Till  Death  Us  Do  Part, 
it  brought  social  satire  to  sitcoms  by 
taking  on  such  taboo  subjects  as  racism, 
homosexuality,  and  the  Vietnam  War. 
Lear's  real-life  model  for  Archie  Bunker 
was  his  own  father,  who  told  Lear's 
mother  to  "stifle  yourself"  and  often 
called  young  Norman  "meathead." 
FAMILIAR  PLOTS.  Throughout  his  career, 
Lear  has  drawn  on  his  own  history  for 
material.  Maude  Findlay,  the  lead  in  his 
1972  hit  Maude,  is  loosely  based  on  his 
then-wife  Frances.  Now  divorced, 
Frances  was  given  an  estimated  $100 
million  settlement  and  used  it  to  start  up 
Lear's,  a  woman's  magazine.  One  of  the 
shows  that  Lear  is  now  planning  for 
CBS,  Sioidai/  Dinner,  also  has  autobio- 
graphical overtones:  The  story  of  a  wid- 
ower who  marries  a  woman  20  years  his 
junior,  it  brings  to  mind  Lear's  own  third 
marriage  to  Lynn,  a  Los  Angeles  psy- 
chotherapist. The  two  have  a  21-month- 
old  son,  Benjamin. 

As  for  his  fledgling  Act  III,  Lear  may 
find  further  expansion  more  expensive. 
His  decision  in  1986  to  begin  buying  TV 
stations  was  well-timed:  Skyrocketing 
programming  costs  had  forced  several 
independent  stations  into  near-bankrupt- 
cy, and  Lear  and  McGrath  picked  them 
up  cheaply.  They  also  got  a  bargain  on 
theater  chains  in  Texas  as  that  state's 
economy  withered.  Now,  prices  for  such 
properties  are  rising. 

McGrath  acknowledges  that  the  pri- 
vately held  Act  III,  which  had  more  than 
$200  million  in  sales  last  year,  doesn't 
earn  much  money  yet.  That  hasn't  al- 
ways sat  well  with  some  investors.  "On 
the  whole,  I'd  say  I'm  happy,"  says  Ray- 
mond A.  Doig,  whose  EMV  Partners  in- 
vestment group  owns  21^'^^  of  Act  Ill's 
theater  unit.  But  Doig  thinks  McGrath  is 
trying  to  grow  too  fast.  And  he  worries 
that  the  returns  Act  III  is  guaranteeing 
investors  are  too  steep  "when  there  is 
cheaper  money  out  there." 

That's  not  stopping  Lear  and 
McGrath.  "We're  just  like  Time  Warner 
or  News  Corp.,"  says  Lear.  "They've 
just  got  a  couple  more  zeros  than  we 
do."  How  much  bigger  does  Lear  intend 
to  grow?  He  wants  to  double  his  assets 
to  SI  billion  in  three  years.  The  plan  is  to 
sell  his  company  to  McGrath  and  other 
managers.  Or  he  might  take  it  public. 
Then,  it's  on  to  Act  IV. 

By  Ronald  Grove r  in  Los  Angeles 
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CAN  WPP  RUN 

WHERE  SAATCHI  STUMBLED? 


The  giaiit  ad  holding  company  is  out  to  make  global  synerg>^  work 


artin  Sorrell  is  uncommonly 
gracious  about  his  former  em- 
iployers  and  current  archrivals, 
Maurice  and  Charles  Saatchi,  and  their 
beleaguered  ad  company,  Saatchi  & 
Saatchi.  "They've  had  one  bad  year  in 
20,  and  everyone  writes  them  off,  which 
I  think  is  very  unkind,"  says  Sorrell,  the 
chief  executive  of  wpp  Group. 

Sorrell  can  afford  to  be 
kind.  WPP  Group  PLC, 
which  he  bought  in  1985 
after  leaving  Saatchi  & 
Saatchi  PLC,  recently 
edged  out  Saatchi  to  be- 
come the  world's  largest 
advertising  and  market- 
ing company.  And  while 
Saatchi's  pretax  earnings 
plunged  84%,  to  $35  mil- 
lion, in  1989,  London- 
based  WPP  has  just  an- 
nounced that  its  profits 
jumped  86%,  to  $122  mil- 
lion, on  revenues  of  $1.6 
billion.  WPP's  worldwide 
billings  from  its  more 
than  50  advertising  and 
marketing  companies: 
$16.05  billion.  Even  David 
Ogilvy,  the  founder  of 
Ogilvy  &  Mather — which 
WPP  bought  in  1989— has 
praised  Sorrell.  That's  a 
switch  from  last  year, 
when  Ogilvy  called  him 
an  "odious  little  jerk." 

Beyond  magnanimity,  Sorrell  has  a 
practical  reason  for  playing  down  criti- 
cism of  the  Saatchis.  Skittish  investors 
on  Wall  Street  and  in  the  City  of  London 
have  been  bailing  out  of  Saatchi  stock, 
and  in  the  process,  the  markets  have 
forced  wpp  shares  down  more  than  10% 
since  mid-February.  Says  Jeremy  Bull- 
more,  a  WPP  director:  "You  are  inevita- 
bly affected  by  the  reputation  of  your 
competitors." 

BUYING  SPREE.  At  a  recent  21,  wpp's 
New  York-traded  stock  is  about  where  it 
was  in  August,  1988.  Investors  have  two 
fears:  that  the  existing  businesses  of 
WPP,  which,  like  Saatchi,  has  grown  rap- 
idly through  acquisitions,  will  lose  earn- 
ings momentum;  or  that  WPP  will  pile  on 


debt  to  make  another  buy.  WPP  is  al 
ready  shouldering  $520  million  in  debt 
largely  from  its  purchases  of  J.  Walte 
Thompson  Co.  in  1987  and  Ogilvy  las 
May.  According  to  Emma  Hill,  an  ana 
lyst  at  Wertheim  Schroder  &  Co.,  inves 
tors  fear  that  Sorrell  will  grow  restles; 
and  do  another  deal  anyway. 
But  Sorrell,  whose  round  face  an( 
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SORRELL:  FOCUSING  HIS  BUYS  ON  WHAT  HE  KNOWS  BEST 


gentle  manner  make  him  look  more  lik 
a  graduate  student  than  an  empire-buik 
er,  insists  that  he  plans  no  major  acquis 
tions  for  at  least  two  years.  He  see 
plenty  of  earnings  and  revenue  growl; 
left  in  his  existing  businesses,  where  h 
thinks  he  can  further  cut  back-offic 
costs.  And  though  Saatchi's  bid  to  creat 
a  global  conglomerate  foundered,  Sorre 
still  believes  in  his  own  strategy  c  <j  ^ 
cross-referrals — selling  clients  on  the  a(  - 
vantages  of  coming  to  WPP  for  all  c 
their  marketing  services  around  th 
world. 

WPP  does  look  a  lot  like  Saatchi,  whic  . 
is  no  sui-prise  given  that  Sorrell  eng 
neered  Saatchi's  expansion.  But  aft€  ."j^^ 
striking  out  on  his  own,  Sorrell,  45,  ha  ..^j,. 
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3ided  many  of  the  mis- 
ps  that  have  since  de- 
led Saatehi. 

i'PP,  a  tiny  manufacturer 
shoppin}^  baskets  before 
rrell  turned  it  into  an  ac- 
isition  vehicle,  has 
ught  only  marketing 
sinesses.  In  contrast, 
itchi  strayed  far  afield 
buying  a  clutch  of  con- 
ting  companies  that  it 
kV  wants  to  unload.  Sor- 

I  allows  his  agencies 
operate  much  as 

;y  did  before  he  ac- 
ired  them,  while  Saat- 

merged  its  shops  into 
:ga-agencies — thus  di- 
ing  their  cultures, 
k'et  Sorrell  still  has  to 
)ve  wpp's  staying  pow- 

Subtract  the  benefit  of 
t  May's  acquisition  of 
ilvy,  for  example,  and 
p's  revenues  grew  24%, 
:  Si%  (chart).  That's  im- 
;ssive  growth,  but  on  a 
3-forma  basis,  assuming 
it  WPP  had  owned  Ogilvy 
■  all  of  1988  and  1989,  reve- 
e  growth  is  closer  to  10"''. 
d  now,  analysts  wonder  how 

II  WPP  will  grow  in  1990, 
len  total  ad  spending  in  the 
S.  should  be  up  only  6%  or  so, 
;ording  to  forecaster  Robert  J. 
en  of  McCann-Erickson.  Ad  spending 
Britain  is  growing  even  less. 

VPP's  nonadvertising  businesses 
3uld  cushion  it  somewhat  from  the 
akening  ad  market.  And  Sorrell  is 

0  counting  on  help  from  cross-refer- 
s,  where  a  WPP  ad  agency,  say,  refers 
client  to  a  WPP  public-relations  firm, 
rrell  optimistically  points  out  that  17% 
the  new  business  won  in  1989  by  .JWT, 
;ilvy,  and  other  WPP  agencies  such  as 
lan-based  Conquest  Europe  came 
)m  such  cross-referrals — up  from 
5%  in  1988.  Ogilvy  client  American 
press  Co.,  for  example,  was  referred 
wpp's  Mendoza,  Dillon  &  Associates 
agency,  which  targets  the  Hispanic 

irket.  But  since  wpp's  total  new-busi- 
3S  revenues  were  $243  million  in  1989, 
)ss-referrals  accounted  for  only  $43 
llion.  Says  a  top  executive  at  a  WPP 
bsidiary:  "Cross-referrals  may  happen 
five  years,  but  they're  not  realistic 
;ht  now." 

iRD  SELL,  wpp's  own  head  of  cross- 
Perrals  admits  that  promoting  synergy 
a  hard  sell.  Says  Philip  A.  Forman: 
Resistance  is  everywhere.  People  don't 
derstand  what  the  different  disci- 
nes  can  do  for  clients.  And  clients 
sn't  structured  that  way  yet." 
While  Sorrell  nurtures  the  cross-refer- 

1  strategy,  he  must  also  tend  to  Ogilvy 


ADS  BY  (CLOCKWISE  FROM  TOP  LEFT) 
CONQUEST  EUROPE,  O&M,  AND  JWT:  SORRELL  VOWS  TO 
RETAIN  EACH  AGENCY'S  UNIQUE  APPROACH  AND  CULTURE 


&  Mather's  flagship  New  York  office. 
Although  1989  billings  at  Ogilvy  world- 
wide were  up  14'/"^  ,  to  $4.9  billion,  billings 
in  New  York  declined  IO'a,  to  $723  mil- 
lion. Morale  has  sagged  since  last  year, 
when  Ogilvy  lost  the  $50  million  Max- 
well House  coffee  account,  one  of  its 
oldest.  Since  then,  the  New  York  office 
hasn't  won  a  major  new  account  despite 
pitches  for  the  business  of  Hertz  and  the 
Bermuda  Tourist  Board. 

Current  and  former  executives  say 
Ogilvy  has  been  riven  by  management 
turmoil.  Since  last  year  five  top  mem- 


BUYING  ITS  WAY  TO  THE  TOP 
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bers  of  the  creative 
staff  have  either 
quit  or  been,  fired — 
a  lai'ge  number  giv- 
en Ogilvy's  tradition 
of  employee  loyalty. 
Former  staffers  say 
Ogilvy's  creative  cul- 
ture has  been  eroded 
by  new  managers  and 
a  greater  emphasis  on 
cost-cutting. 
COMPLEX  CRISIS.  "I 
wish  there  were  a  con- 
venient explanation  for 
Ogilvy's  woes,  but  you 
can't  put  it  down  to  just 
one  thing,"  says  .John 
Doig,  who  left  the  agen- 
cy last  year  to  become 
chief  creative  officer  of 
McCaffi-ey  &  McCall  Inc. 
Sorrell  hasn't  found  a 
convenient  explanation, 
either:  "Our  role  is  not  to 
run  the  agency.  All  we've 
done  is  ti\v  to  get  the  cast- 
ing i-ight."  Graham  Phil- 
ips, who  became  o&iM's 
chairman  shortly  after  the 
acquisition  and  has  since 
appointed  Chiat/Day/Mojo 
veteran  Bill  Hamilton  as  its 
new  creative  dii'ector,  claims 
the  agency's  creativity  had 
slipped  well  before  wpp  appeared. 
The  trouble  is,  Sorrell's  skills 
are  best-suited  to  boosting  the  bottom 
line.  When  he  took  over  at  Thompson, 
SoiTell  installed  a  top-notch  ad  man, 
Burton  J.  Manning,  who  snared  new 
business  and  raised  margins  by  slashing 
bloated  costs  such  as  the  upkeep  of  the 
agency's  elaborately  restored  colonial 
dining  room.  Ogilvy's  costs,  however, 
were  not  nearly  so  inflated. 

Still,  Ogilvy's  problems  don't  faze  Sor- 
L'ell's  biggest  suppoiters,  such  as  Mi- 
chael Luckwell,  a  British  media  entre- 
preneur whose  5%  stake  makes  him 
wpp's  largest  shareholder.  Luckwell 
thinks  wpp's  stock  will  improve  as  the 
company  replaces  Saatehi  as  the  bell- 
wether of  ad-agency  stocks. 

Luckwell  thinks  wpp's  chief  will  stick 
to  his  promise  not  to  buy  any  more  big 
ad  agencies.  And  he  applauds  Sorrell's 
plans  to  buy  minority  stakes  in  small 
television  production  companies. 
"There's  no  reason  the  media  industry 
should  be  left  just  to  the  Murdochs  and 
Maxwells,"  says  Luckwell.  The  idea  is 
that  WPP  clients  could  eventually  wrap 
their  ads  around  WPP-supplied  programs. 

That's  a  grand  vision.  But  to  realize  it, 
Martin  Sorrell  will  have  to  make  an  en- 
semble of  what  is  still  a  collection  of  solo 
performers. 

Bi/  Mark  Landler  in  New  York,  with 
Richard  A.  Melcher  in  London 
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Adrriitted]\',  common  sense  w  ould  never  lead  one  to  create  a 
car  such  as  Reatta.  After  all,  a  handcrafted  automobile  in  this  day 
and  age  contradicts  conxentional  w  isdom. 

Fortunateh",  for  a  handftil  of  people,  emotions  pre\'ailed. 


Creating  an  automoti\  e  experience  that  is  uniqueh-  smgular:  The 
Handcrafted  Reatta  Roadster.  A  two-seater  that  belono;s  to  a  less 
hurried,  less  harried  world.  A  refined,  pertectlv  balanced  motorc 


Here's  to  going  with  your  gut.  Listening  to  your  heart.  Letting  your  passion  m 


:  with  a  luxury  of  features  not  commonly  found  in  lesser  cars.  A 
car  carefully  constructed,  individually,  by  a  small  communit)'  of 
nen  to  assure  you  an  experience  of  grace  and  sensuousness. 
he  Handcrafted  Reatta  Roadster.  If  you're  one  who's  driven  by 
)n,  see  your  local  Buick  dealer  today. 


discover  there  comes  a  time 
one  must  listen  to  one's  heart. 


GM 


Available  exclusively  at  Buick  dealers. 
For  more  information, 
call  1-800-441-5376. 


use  common  sense,  after  all,  is  common. 
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SOFTWARE  I 


SURVIVAL 

OF  THE  BIGGEST 


The  urge  to  merge  hits  mainframe  software — to  Big  Blue's  delight 


At  a  recent  meeting  aimed  at  rev- 
ving up  sales  of  the  company's 
mainframe  software,  a  McCor- 
macl<  &  Dodge  executive  appeared  on 
stage  wearing  a  mask  meant  to  \ook  like 
John  P.  Imlay,  chief  executive  of  the 
company's  archrival,  Management  Sci- 
ence America  Inc.  The  instant  m&d  em- 
ployees caught  sight  of  the  impostor, 
thev  jumped  to  their  feet  hollering: 
"Kill!  Kill!  Kill!" 

Now,  Imlay  is  their  boss.  Last  Novem- 
ber, he  agreed  to  sell  MS.A  to  New  York- 
based  information  company  Dun  & 
Bradstreet  Corp.  for  $333  million.  D&B, 
which  has  owned  McCormack  &  Dodge 
since  1983,  then  announced  plans  to  com- 
bine the  two  into  Dun  &  Bradstreet  Soft- 


ware, with  Imlay  as  chief  executive.  The 
merger  left  U&l)  founder  and  CEO  Frank 
H.  Dodge  without  a  job.  Dodge  says  he 
was  fired  and  is  suing  to  be  released 
from  his  noncompete  agreement.  Dun  & 
Bradstreet  says  he  quit. 

Such  strange  partnerships  are  a  sign 
of  the  times  in  mainframe  software. 
With  sales  of  hardware  flat,  software 
suppliers  are  facing"  a  big  scjueeze. 
Montgomery  Securities,  a  San  Francisco- 
based  stock  brokerage,  says  annual 
growth  in  the  industry  has  dropped  to 
about  15/^  from  30'/'  five  years  ago.  To 
compensate,  software  makers  are  ac- 
quiring other  suppliers — and  their  cus- 
tomer rosters. 

In  the  past  two  years,  there  have  been 
(io  deals  valued  at  $1.5  billion  involving 


mainframe  software  companies,  accorc 
ing  to  Broadview  Associates.  The  Indus 
try's  largest  deal  was  the  1989  merge 
of  Duquesne  Systems  Inc.  and  Morin 
Inc.  for  $425  million.  The  biggest  dea 
■maker.  Computer  Associates  Interns 
tional  Inc.,  last  year  snapped  up  thre 
companies,  including  Cullinet  Softwar 
Inc.,  for  $306  million.  "Software  comp; 
nies  see  that  there  are  economies  o 
scale  from  joining  forces,  especially  wit 
companies  that  have  a  large  sales  org; 
nization,"  says  Anthony  W.  Wang,  Con 
puter  Associates'  president. 
ROAD  MAP.  Surprisingly,  the  big  winne 
in  all  this  may  be  IBM.  Computer  Ass( 
ciates  has  bought  both  Cullinet  and  Aj 
plied  Data  Research,  whose  data-bas 
programs  are  key  products  in  the  mail 
frame  market.  But  after  the  acquis 
tions,  sales  of  their  data-base  package 
dropped.  That  boosted  sales  of  DBi 
IBM's  data-base  package.  Another  bonu 
for  IBM:  With  fewer  players  producin 
application  packages,  it  gets  to  exei 
more  influence  over  the  types  of  pn 
grams  that  get  developed. 

IBM's  agenda  is  clear:  To  revitalize  it 
highly  profitable  mainframe  businesi 
Big  Blue  wants  these  software  comp? 
nies  to  write  programs  that  will  mak 
mainframes  into  vital  hubs  for  connec 
ing  networks  of  smaller  systems.  Th£ 


WHO'S  RUNNING  WITH  WHOM 
IN  MAINFRAME  SOFTWARE 
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INFORMATION  PROCESS 


In  Bangkok,  good  things  come 
in  enormous  packages. 


There  was  a  time  in  Thailand  when 
pachyderms  meant  political  power, 
and  a  white  elephant  was  worth  its 
weight  in  gold.  While  times  have 
changed — elephants  today  are  used 
to  symbolize  good  luck  instead  of 
wealth — there  are  still  a  number  of 
big  surprises  in  store  for  the  busi- 
nessman in  old  Siam. 

Mai  pen  rai. 

Pronounced  "my  pen  rye','  this  is 
translated  as  "it  doesn't  matter',' 
and  it  conveys  the  Thai  attitude 
toward  business  and  life  as  well. 
It  means  it's  best  to  avoid  open 


conflicts  and  negotiate  patiently 
— shouting  will  get  you  nowhere. 

Shy  Thais. 

Thais  seldom  invite  foreigners 
home — entertaining  is  done  in 
restaurants.  Use  a  private  dining 
room  at  the  Oriental  Hotel  (tel. 
236-0400)  for  special  occasions. 

The  how  of  the  wai. 

Instead  of  a  handshake,  try  the 
Thai  form  of  greeting,  the  wai 
(pronounced  "why  ").  Bring  your 
palms  together,  fingers  up,  and 
bow — it's  most  respectful. 


Northwest  notes. 

Northwest  flies  more  people  to 
Asia  from  the  U.S.  than  any  other 
airline.  And,  in  addition  to  our  en- 
hanced First  and  Executive  Class 
service — featuring  our  award  win- 
ning cuisine — we  offer  something 
that  no  other  U.S.  airline  can:  the 
knowledge  and  insight  that  come 
from  more  than  40  years  of  help- 
ing people  do  business  in  Asia.  For 
international  reservations,  just  call 
your  travel  agent  or  Northwest  at 
1-800-447-4747.  To  find  out  more 
about  doing  business  in  Asia,  call 
extension  176,  at  1-800-553-2215. 


IJ 
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means  they  need  to  write  software  using 
a  set  of  IBM  programming  rules  called 
Systems  Application  Architecture. 

But  the  process  is  expensive.  So  IBM 
has  launched  an  unprecedented  effort  to 
assist  SAA  developers.  It  has  a  150-em- 
ployee  group  dedicated  to  keeping  soft- 
ware developers  on  track.  It  gives  tech- 
nical hand-holding,  lends  money  and 
equipment  for  development,  and  even 
helps  sell  finished  products.  "My  mission 
is  to  energize  software  vendors  to  get  on 
IBM  platforms,"  says  Robert  F.  Berland, 
an  IBM  vice-president  who  leads  the  unit. 
GIANT  WORRIES.  Customers  fear  that 
they  may  be  the  losers  of  the  consolida- 
tion in  the  mainframe  software.  Watch- 
ing their  multimillion-dollar  contracts 
shuffled  from  one  company  to  the  next 
"is  nerve-racking,"  says  Larry  Ames, 
manager  of  corporate  financial  systems 
at  Toys  'R'  Us  Inc.  in  Paramus,  N.  J.  He 
worries  that  the  new  giants  will  treat 
older  packages  like  cash  cows.  Analysts 
say  it's  more  profitable  for  software 
companies  to  service  aging  products 
than  to  develop  updates  or  completely 
new  ones.  "Recently,  M&D  and  .MSA  have 
done  little  more  than  put  a  new  face  on 
a  technology  they  already  had,"  says  ri- 
val Jim  Bensman,  president  of  SAP 
America  Inc.,  the  U.  S.  division  of  a  Ger- 
man mainframe  software  maker. 

Some  customers  fear  that  after  a 
merger,  some  products  will  slowly  disap- 
pear. Laurie  Hollatz,  fixed-assets  ac- 
count supervisor  at  Eaton  Corp.,  says 
that's  why  she  has  decided  against  buy- 
ing a  $35,000  McCormack  &  Dodge  pack- 
age. "Now,  there's  no  way  I'd  touch  it," 
she  says. 

Indeed,  software  makers  concede  that 
R&D  sometimes  drops  after  a  merger.  "It 
comes  down  a  bit,"  says  Brian  M.  As- 
pland,  chief  executive  of  Integral  Sys- 
tems, which  last  year  purchased  Data 
Designs  Associates,  another  mainframe 
software  maker.  However,  he  says,  that 
forces  companies  to  focus  R&D  efforts  on 
products  that  will  have  the  greatest  pay- 
off. In  his  case,  that  means  saa  pack- 
ages. "There's  a  huge  software  void 
there  that  we  intend  to  fill,"  he  says. 

Getting  development  on  track  can't 
happen  until  the  merged  companies 
learn  to  live  together.  The  rocky  mar- 
riage between  MSA  and  D&B  is  not  atypi- 
cal. After  competing  fiercely  for  20 
years,  employees  and  management  of 
the  two  companies  have  had  a  tough 
time  seeing  eye  to  eye.  Dodge  is  just  one 
of  many  M&D  executives  who  have  quit. 
Now,  Imlay  is  busy  combining  the  two 
companies'  sales  offices  around  the 
world.  Imlay  says  there  will  be  staff 
cuts  in  product  development  and  admin- 
istration departments,  and  he  won't  rule 
out  layoffs. 


Still,  D&B  Software  has  emerged  as 
one  of  the  industry  giants.  It  has  $430 
million  in  revenues,  and  27%  of  all  IBM 
mainframes  in  the  U.  S.  use  its  software. 
What's  more,  it  has  Big  Blue's  blessing. 
Partly  to  bolster  mainframe  software 
makers,  IBM  last  year  bought  into  about 
20  companies,  including  Management 
Science.  IBM  sold  its  .S'/i  MSA  stake  to  D&B 
for  a  $6.2  million  profit  but  has  a  seat  on 


D&B  Software's  board.  That  gives 
influence  over  the  type  of  products  tha 
the  company  will  develop.  Indeed,  D&l] 
Software  now  has  the  money  and  clou 
to  be  a  long-term  survivor  in  mainframe 
software — once  the  enemies  within  sioj 
their  feuding. 

By  Walecia  Konrad  in  Atlanta,  wit) 
Keith  H.  Hammonds  in  Boston  and  Deidn 
A.  Depke  in  New  York 
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LEGENT  PLANS  TO  BUY  AND  BUY 
—THEN  BUY  SOME  MORE 


CEO  Henson  wants  sales  of  $1  billion  for  the  software  maker  by  1995 


HCNSONi  'rrs  bkn 

IKf  OF  CAKE' 


Joe  M.  Henson  has  always  had  big 
goals.  The  son  of  a  coal  miner,  he 
whizzed  through  college  in  3V2 
years,  then  signed  on  at  IBM,  where  he 
became  a  vice-president.  In  1981,  at  age 
48,  he  made  it  to  the  top  as  chief  execu- 
tive officer  at  minicomputer  maker 
Prime  Computer  Inc.  In  seven  years,  he 
guided  the  company  through  a  fourfold 
growth  spurt,  to  $1.6  billion. 

Now,  as  CEO  at  mainframe  software 
maker  Legent  Corp.,  Henson,  56,  vows 
that  Legent  will  grow  eightfold,  to  $1 
billion,  by  1995.  He  plans  to  ride  the 
consolidation  wave  in  mainframe  soft- 
ware (page  66).  That's  how  $1  billion 
Computer  Associates  International  did 
it — by  buying  up  more  than  20  compa- 
nies and  software  products  since  1976. 


"I'd  love  to  say  I  built  botl 
a  billion-dollar  hardwar 
and  a  billion-dollar  softwar 
company,"  says  Henson. 

Before  Henson  can  propi 
the  $125  million  Legent  tha| 
far,  he  has  to  master  tb 
art  of  building  by  buyin 
Legent,  formed  last  year  b 
the  merger  of  Duquesn 
Systems  Inc.  and  Morin 
Associates  Inc.,  is  sti 
struggling  to  consolidat 
Its  latest  hiccup  was  th 
Mar.  15  resignation  of  Glei! 
F.  Chatfield,  Duquesne' 
former  CEO.  Henson  say 
that  the  two  won't  be  full; 
combined  until  May — 1 
months  after  the  merge 
"It's  been  no  piece  of  cake, 
he  admits, 

HOSTILE  TERRITORY.  HensO) 
knows  all  too  well  how 
sluggish  merger  can  back 
fire.  After  buying  Compu 
tervision  Corp.  in  1988 
Prime  was  slow  to  integrate 
the  new  unit  and  slasl 
costs.  Prime's  earnings  skidded,  as  dii 
its  stock,  attracting  raider  Bennett 
LeBow,  who  launched  a  hostile  takeover 
That  accelerated  Henson's  planned  re 
tirement  in  November,  1988.  Eventually 
Prime  went  private  to  evade  LeBow,  bu 
now  it  shoulders  huge  debt. 

Henson  became  CEO  of  Legent  las 
November,  after  the  former  heads  o| 
Morino  and  Duquesne  stepped  aside' 
Originally,  the  pair — Morino's  Mario  M 
Morino,  and  Duquesne's  Chatfield — hai] 
shared  decision-making  as  chairman  am' 
chief  executive,  respectively.  But  the; 
disagreed  over  how  to  mesh  Duquesne' 
centralized,  conservative  managemen 
with  Morino's  dispersed,  freewheelinlfi 
one.  Both  agreed  to  drop  their  titles  an( 
take  staff  jobs.  Henson,  a  Legent  direc 
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It  may  sound  strange,  but 
/    \  '^"^  X     \       rnore  you  take  an  air' 
\   X      \  plane  apart,  the  longer  it 

Specialty  \  -11  • 

Chemicals        ^  ^       Will  Stay  together.  This 

(^iEini  y  Boeing  737  has  hun- 
k^r  y  dreds  of  thousands  of 

parts.  If  these  parts  get 

^""■^^^  proper  care,  the  airplane 
lould  last  indefinitely.  So  it's  no  wonder 
le  aircraft  maintenance  and  modification 
usiness  is  good. 

Our  subsidiary,  Tramco,  is  a  leader  in 
lodifying,  repairing,  and  overhauling  aircraft 
nd  aircraft  components.  Yet,  a  healthy  mar- 
et  doesn't  fully  explain  some  phenomenal 
rowth.  Not  many  companies  double  in  size 
very  three  years.  Tramco  has  since  it  was 


formed  in  1970.  And  the  future  looks  even 
brighter  as  Tramco  hangars  are  booked  with 
over  200  aircraft  in  1990. 

Tramco  is  jYist  one  of  16  business  units  in 
BFGoodrich's  Aerospace  Division,  which 
has  been  growing  about  25%  per  year.  Over- 
all, BFGoodrich  had  an  excellent  1989— the 
second'best  year  in  our  history. 

BFGoodrich  has  come  a  long  way  since 
our  move  out  of  the  tire  business.  Our  refo' 
cused  strategy  is  now  in  its  fourth  year.  And 
judging  by  the  performance  of  businesses  like 
Tramco,  we  know  how  to  put  a  multibillion' 
dollar  company  back  together  too. 

BFGoodrich 

Chemicals  and  Aerospace.  Not  Tires. 


ADVICE  AND  DISSENT 

The\'re  contentious  and  contagious.  They're 
the  McLaughlin  Group,  (clockwise  from  left)  Jack 
Germond.  Eleanor  Clift.  John  McLaughlin.  Fred  Barnes, 
Morton  Kondracke.  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  grolt 

C^heck  vour  Icjcal  listing  for  station  and  time. 


We  bring  good  things  to  life. 


The  success  book  for  the  turbulent  '90s  that  shows  you 


HOW  TO  GET 
THE  PEOPLE 
ADWsfTVGE 


Managing  today  is  managing  people. 
Forging  the  Producriviry  Partnership  shows 
you  how  to  take  personal  command  of  the  behavior-shaping 
tools,  techniques  and  technologies  of  our  time.  You"ll  discover  how 
to  tie  together  strategy,  training,  organizational  communication,  motivation, 
computerized  information,  measurement  and  recognition  to  develop  a 
hard-hitting,  customer-responsive  business  force. 

Bill  Sandy  and  his  colleagues  are  immersed  in  helping  bring  large-scale 
change  to  industries  in  upheaval.  This  book  captures  the  drama  of  change 
and  shows  you  how  to  mobilize  people  to  make  a  powerful  difference. 


Get  Forging  the  Productivity'  Partnership.  ]■ 
Visit  your  bookstore  or  call  1-800-262-4729  today.  ■  ■  I  M  ■ 


tor.  took  the  top  slot.  Insiders  say  thq 
Chatfield's  dwindling  power  led  him  I 
resign.  He  remains  a  director.  1 

Now,  Henson  is  ready  to  build  on  tli 
companies"  combined  strength.  Betwea 
them,  they  have  40  software  productj 
including  hot  sellers  that  make  mail 
frame  data  bases  more  efficient  and  thJ 
automate  software  development.  DuriJ 
the  1980s,  each  company  saw  annual  rel 
enues  expand  by  W'c  and  earnings  q 
eO'^r.  Analysts  expect  Legent's  193 
sales  to  rise  39^f,  to  S173  million  (char! 
and  to  continue  to  grow  by  up  to  30l 
annually,  hitting  S460  million  by  1994.1 

To  hit  SI  billion,  the  new  CEO  plans  I 
boost  revenues  by  an  additional  S.540  ml 
lion  via  acquisition.  Legent  already  pal 


A  GROWING  SOFTWARE  GIANi 


LEGENT'S 
REVENUES 


RSOLYUllENDSSffLa) 


87- 


89- 


90" 


911 

▲  MIIUONS  OF  OOtURS  -ESTUUTG  | 

DMA:  COMPMft  REPOim,  PmR'HUmBi  IHC  ESTIMHB 

a  hefty  .§47  million  in  stock  last  Augu 
for  Business  Software  Technolog 
which  posted  $3  million  in  profits 
•S14.7  million  in  sales  last  year.  But  He 
son,  who  as  a  director  voted  for  the  de: 
says  that  within  a  few  years  est  v 
make  S30  million  in  profits  on  §100 
lion  in  sales.  "You're  talking  big-tii 
payoff,"  says  Henson.  In  1990  alo: 
Henson  says  he'll  buy  as  many  as 
small  software  companies,  using  Lege 
stock,  now  valued  at  S650  million,  rath 
than  cash  for  his  deals.  Although 
won't  reveal  his  targets,  Henson  says 
favors  "friendly"  mergers. 
TOO  FAST?  There  are  potential  pitfalls 
Henson's  grand  plan.  Barry  M.  Go' 
smith,  a  principal  at  investment-bankii 
firm  Updata  Group  Inc.  in  Holmdi 
X.  J.,  for  example,  says  small  compani 
with  bst's  potential  are  tough  to  fin 

I  which  may  force  Legent  to  go  aft 
more  expensive  prey — companies  wi 

I  up  to  $100  million  in  sales.  That  h; 
customers  worried  about  getting  lost 
the  shuffle.  "It's  a  concern,"  says  or 
Fast  growth  "can  get  away  from  you 

Henson  has  no  such  doubts.  "I'd 
disappointed  if  our  stock  doesn't  dout 
or  triple  in  five  years,"  he  says.  He  h 
even  invested  S2  million  of  his  own  mo 
ey  in  Legent's  S30-per-share  commo 
And  that  gives  him  plenty  of  incentive 
make  his  plan  work. 

By  Gregory  L.  Miles  in  Vienna,  \ 
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Feel  the  power  of  the 


world's  first  turbo  copier 


Introducing  the  new  Toshiba  2230  Turbo.  The  first  turbocharged 
copier  in  history.  Beneath  its  sleek  exterior  is  a  copying  system  so  remarkable 
it's  actually  patented.  "^"^ 

With  it,  you  can  produce  22  copies  a  minute.Or  hit  the  turbo  button 
and  turn  out  30  copies  a  minute.  So  now  you  have  the  power  to  work  40% 
more  efficiently.  While  using  33%  less  tonen  And  wiiat's  even  more  revolution- 
ary, we've  managed  to  do  it  all  without  turbocharging  the  price. 

To  arrange  for  a  free  demonstration,  just  call  1-800-GO-TOSHIBA. 
Then  hang  on. Tight. 

In  Touch  with  Tomorrow 

TOSHIBA 


The  worlds  first 
2-speed  copier 
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EXXON'S  FUTURE: 

WHAT  HAS  LARRY  RAWL  WROUGHT? 


■■'MIL 

savs 


His  strategy  may  have  been  right  for  the  mid-'80s,  but  many  experts  say  it's  dead  wrong  for  the  '90s 


The  past  year  has  not  been  kind  to 
Exxon  Corp.  The  disastrous  Valdez 
oil  spill  last  Mar.  24,  combined  with 
a  Baton  Rouge  (La.)  refinery  explosion 
on  Christmas  Eve  and  smaller  spills  in 
waterways  near  New  York  City  over  the 
past  three  months,  have  provoked  na- 
tionwide protests  and  badly  sullied  the 
company's  image.  The  accidents  have 
also  cost  Exxon  $2  billion  so  far  in  clean- 
up expenses.  On  Feb.  27,  the  company 
was  indicted  on  five  felony  and  misde- 
meanor counts  involving  the  Alaskan 
spill.  Exxon  has  been  castigated  almost 
as  much  for  its  botched  response  to  the 
spills  as  for  the  spills  themselves. 

As  damaging  as  they  have  been,  the 
past  year's  travails  are  manifestations 
of  less  visible  but  much  deeper  problems 
afflicting  Exxon.  They  stem  from  poli- 
cies pursued  by  Lawrence  G.  Rawl,  6L 
who  became  Exxon's  president  in  1985 
and  replaced  Clifton  C.  Garvin  Jr.  as 
chairman  and  chief  executive  in  1987. 
Rawl,  who  projects  a  tough,  get-out-of- 
my-way  image,  was  heralded  as  some- 
one who  would  revitalize  Exxon,  which 
was  beleaguered  by  collapsing  oil  prices. 
But  now,  after  a  promising  start,  he 
seems  to  be  having  the  opposite  effect. 
Exxon  was  long  regarded  as  the  world's 
premier  oil  company.  Under  Rawl,  it  has 
begun  to  look  lackluster. 
'FANTASTICALLY  GOOD.'  Responding  to 
widespread  predictions  of  steadily  rising 
energy  prices  and  the  growing  hegemo- 
ny of  a  few  OPEC  members,  such  major 
oil  companies  as  Royal  Dutch/Shell 
Group  and  British  Petroleum  Co.  have 
been  aggressively  prospecting  for  new 
reserves  and  expanding  their  worldwide 
presence.  By  contrast,  many  analysts 
see  Rawl's  approach  as  very  defensive. 
Exxon  has  done  little  in  recent  years  to 
increase  its  exploration  and  acquisition 
efforts  and  continues  mainly  to  drain  its 
mature  fields  in  the  North  Sea  and  Alas- 
ka's North  Slope.  It  has  pulled  back 
from  some  overseas  markets  and  re- 
duced its  international  staff.  And  it  has 
cut  back  on  such  long-term  investments 
as  research  and  development. 

Exxon  has  plenty  of  fans.  "They  are  a 
fantastically  good  company,"  says  Shell 
Managing  Director  Sir  Peter  F.  Holmes. 


Rawl  has  also  won  applause  from  inves- 
tors for  his  strategy  of  boosting  per- 
share  earnings  and  stock  performance 
by  repurchasing  a  huge  slice  of  out- 
standing stock  and  drastically  reducing 
the  work  force,  which  has  fallen  from 
more  than  180,000,  including  now-divest- 
ed operations,  to  100,000.  But  without 
Exxon's  $15.5  billion  buy- 
back — a  kind  of  partial  lever- 
aged buyout  rivaling  the  RJR 
Nabisco  Inc.  deal — the  in- 
crease in  reported  per-share 
earnings  since  1982  would 
have  been  less  than  107'  in- 
stead of  more  than  50/^.  Dur- 
ing the  1980s,  net  income  and 
return  on  equity,  14.7'/'  in 
1989,  were  flat,  while  oil  and 
gas  production  and  reserves 
declined  around  107'. 

Rawl's  strategy  may  well 
have  been  appropriate  for 
the  mid-1980s  oil  market 
slump.  Other  oil  companies 
retrerlched,  too.  But  to  many 
industry  observers,  the  strat- 
egy seems  dead  wrong  for 
the  1990s.  "You  should  be 
out  looking  for  all  the  basins 
you  can  get  into,  because  the 
cost  of  entry  will  go  up," 
says  prominent  oil  consultant 
Dillard  P.  Spriggs.  "And  you 
should  be  trying  to  get  closer 
to  the  big  producing  coun- 
tries like  Saudi  Arabia,  be- 
cause that  is  where  the  real 
reserves  are."  Shell,  which 
eclipsed  Exxon  a  few  years 
ago  as  the  world's  largest  oil 
company  in  revenues  and  re- 
serves, is  scouring  the  world 
for  new  prospects  and  has 
hiked  its  capital  and  explora- 
tion budget  287'  since  1985 
(page  76).  Exxon's  current 
budget  is  317'  below  the  1985 
level. 

With  an  annual  cash  flow 
of  $10  billion  and  huge  low- 
cost  energy  reserves,  Exxon 
will  grind  out  steady  profits 
for  years,  especially  if  oil 
prices  rise.  But  Rawl's  poli- 


cies could  pose  long-term  dangers 
Though  he  won't  comment  on  Exxoi 
Richard  G.  Gordon,  an  analyst  with  th 
consultant  Petroleum  Finance  Co.,  pn 
diets  that  any  major  oil  company  with  a  ^'^1* 
overcautious  strategy  in  the  years  ahea  N'' 
"will  suffer  a  slow  death.  Over  the  nes 
five  years,  they  will  just  lose  out  o 
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artunities.  But  for  5  to  10  years  after 
,,  they  will  lose  something  much 
e  tangible:  strategic  position,  eco- 
lic  clout,  return  on  investment." 
awl  defends  his  conservative  strate- 
Regarding  exploration,  he  concedes 
t  some  people  regard  Exxon  as 
idgy.  I've  heard  so  much  of  this  I  get 
able."  Yet  when  asked  what  general 
tegic  changes  he  envisions  for  the 
)s,  he  responds:  "I  don't  see  we're 
ing  about  dramatic  departures."  De- 
5  the  likelihood  of  higher  oil  prices, 
n  says  he  sees  no  need  to  deviate 
n  his  policy  of  "maintaining  a  strong 
.nee  sheet  to  take  advantage  of  op- 
unities"  to  produce  "a  growing  re- 
1  to  shareholders."  Despite  repeated 
stioning,  he  declines  to  be  much 
e  specific. 

any  close  observers  of  the  company, 
ed,  have  only  a  vague  sense  of  what 
i\  is  up  to  these  days.  "They  have  no 


DID  CUTBACKS  CONTRIBUTE  TO  THE  DISASTER? 


grand  mission  as  to  what  they  want  to 
do,"  says  Arthur  L.  Smith,  president  of 
John  S.  Herold  Inc.,  a  consulting  firm. 
There  is  reason  to  question  whether 
Rawl  and  Exxon  President  and  heir  ap- 
parent Lee  R.  Raymond  will  be  any 
more  enterprising  in  taking  advantage 
of  opportunites  in  the  1990s  than  they 
were  in  the  1980s.  "There  isn't  much 
evidence  they  will  be  builders,"  says 
Kidder,  Peabody  &  Co.  analyst  William 
H.  Brown  III.  Even  as  a  cost-cutter, 


EXXON'S  STOCK  IS  LAGGING. 


INDEXED  STOCK 
PERFORMANCE 

□  EXXON  ■  INDUSTRY  AVG. 
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Rawl  may  have  done  more  harm  than 
good.  He  has  cut  Exxon's  fat,  all  right, 
but  there  are  signs  that  he  has  also  cut 
deeply  into  its  muscle.  "There  is  nothing 
about  Exxon's  performance  that  inspires 
confidence,"  says  Grey  Davis,  Califor- 
nia's Controller  and  trustee  for  the 
state's  pension  funds,  which  own  15  mil- 
lion shares  of  Exxon  stock.  "Rawl  is  on 
a  losing  streak.  The  outside  directors 
should  appoint  a  new  chairman  commit- 
ted to  making  Exxon  the  proud  giant  it 
once  was." 

Some  of  Exxon's  current  malaise  can 
be  traced  to  the  well-publicized  and  hu- 
miliating failures  of  several  major  diver- 
sification efforts  during  the  1970s  into 
such  fields  as  information  processing, 
synthetic  fuels,  and  electric  motors.  In 
the  early  1980s,  the  company  returned  to 
basics:  energy  and  chemicals.  With  oil 
demand  down  and  prices  falling,  it  com- 
menced an  extensive  retrenchment,  espe- 
cially overseas,  and  began 
the  stock  repurchases.  Exxon 
argued  that  in  buying  its 
stock  it  was,  in  effect,  buy- 
ing oil  at  a  fraction  of  the 
cost  of  finding  new  reserves. 
ROUGH  CUT.  In  this  new  envi- 
ronment, Larry  Rawl,  who 
had  become  a  director  in 
1981,  appeared  to  be  the 
right  man  in  the  right  place 
at  the  right  time.  In  normal 
times,  you  would  not  have 
put  your  money  on  Rawl.  He 
had  spent  much  of  his  career 
in  oil  production  with  Exxon 
USA,  the  company's  domestic 
operating  group.  He  had  nev- 
er run  an  operating  unit  and 
his  only  overseas  experience 
was  a  two-year  stint  as  sec- 
ond-in-command of  London- 
based  Esso  Europe  Inc., 
which  oversaw  operations  in 
Europe  and  Africa. 

And  he  had  hard  edges 
that  jarred  with  Exxon's  long 
tradition  of  consensus  man- 
agement. Raised  in  New  Jer- 
sey, Rawl  went  to  the  Uni- 
versity of  Oklahoma  for  a 
degree  in  petroleum  engi- 
neering. At  Exxon  USA  in 
Houston,  where  he  held  such 
oil  production  jobs  as  drilling 
engineer,  he  took  to  flaunt- 
ing the  drawl  and  earthy  ar- 
got of  an  oil-field  roustabout. 
He  was  impatient,  impulsive, 
and  abrasive.  Not  long  after 
joining  the  board,  Rawl 
shocked  the  more  genteel  di- 
rectors by  putting  his  feet  up 
on  empty  chairs  and  chewing 
on  large  cigars.  He  made 
clear  his  disdain  for  Exxon's 
elaborate  bureaucracy  of 
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committees  and  staff.  Some  board  mem- 
bers developed  misgivings  about  Raw], 
then  the  prime  candidate  to  succeed  Gar- 
vin. But  other  directors  saw  him  as  deci- 
sive and  forthright,  a  tough  man  to  lead 
E.xxon  through  tough  times. 

Since  becoming  CEO  in  1987,  Rawl  has 
drastically  overhauled  Exxon's  execu- 
tive-suite culture.  Through  reductions 
and  consolidations,  he  has  abolished 
many  of  the  underpinnings  of  consensus 
management.  That,  he  says,  has  led  to 
"a  quicker  turnaround  in  decision-mak- 
ing." Rawl  now  has  an  unusual,  for  Ex- 
xon, amount  of  unchecked  power.  Yet 
there  is  little  sign  he  plans  to  do  any- 
thing but  tread  water. 
RUNNING  TOO  LEAN?  Rawl's  financial 
strategy,  meanwhile,  looks  more  and 
more  like  a  dead  end.  Exxon  financed  its 
buybacks  mainly  by  drawing  down 
working  capital,  selling  off  as- 
sets— and  borrowing  a  lot  of 
money.  Since  1983,  long-term 
debt  has  jumped  from  $4.7  bil- 
lion to  S9.3  billion.  Yet  Exxon 
now  plans  to  reduce  debt,  is  run- 
ning a  large  working  capital 
deficit,  and  has  run  out  of  big 
expendable  assets.  PaineWebber 
Inc.  analyst  R.  Biyan  Jacoboski 
projects  the  company  will  gener- 
ate little  excess  cash  from  oper- 
ations through  1993.  Wall 
Street's  consensus  is  that  Ex- 
xon's earnings  per  share  will 
grow  by  6.8'f  annually  over  the 
next  five  years,  compared  with 
8.2'~f  for  all  major  oil  companies. 

Beyond  the  next  five  years, 
its  performance  could  be  even 
worse.  Rawl's  detractors  are  es- 
pecially critical  of  what  they  call 
his  parochial  outlook,  sjTnbol- 
ized  by  his  installation  in  key 
jobs  of  many  of  his  Exxon  US.a. 
colleagues  and  the  impending 
shift  of  Exxon's  headquarters 
from  New  York  to  Irving,  Tex., 
outside  Dallas. 

Since  the  mid-1980s,  Rawl  has 
continued  to  shed  overseas  as- 
sets, such  as  European  refiner- 
ies. Some  of  these  sales  may 
have  been  ill-timed.  Exxon  sold 
a  money-losing  refineiT  in  Ham- 
burg. Germany,  to  Coastal 
Coi-p..  which  is  now  running  it 
at  a  profit.  As  refining  capa- 
city' tightens.  European  refiner- 
ies have  become  increasingly 
valuable. 

Although  two-thirds  of  Ex- 
xon's assets  are  abroad,  Rawl  in 
1985  abolished  the  management 
structure  that  supervised  for- 
eign operating  affiliates.  Such 
divisions  as  Esso  Europe,  Esso 


Middle  East,  and  Esso  Inter-America 
were  folded  into  Exxon  Co.  Internation- 
al, based  in  Florhaiyi  Park,  N.J.  These 
divisions,  say  executives  who  worked  for 
them,  bolstered  Exxon's  overseas  pres- 
ence at  a  time  when  oil  companies'  rela- 
tionships with  producing  countries  were 
becoming  increasingly  important. 

Raymond  insists  that  "we  have  more 
direct  knowledge  in  this  building  about 
what's  going  on  in  international  opera- 
tions than  we've  ever  had.  We  talk  to  all 
the  people  we  need  to."  Yet  there  are 
grounds  to  doubt  that  claim.  One  exam- 
ple is  Exxon's  ties  to  the  Middle  East, 
which  will  increasingly  become  the  chief 
source  of  cheap  crude  and  related  refin- 
ing and  marketing  deals.  Esso  Middle 
East  had  dozens  of  employees,  many 
with  close  ties  to  oil  ministers.  Though 
Exxon  was  a  partner  in  Aramco,  the 


U.  S.  consortium  that  developed  Saud 
Arabia's  oil  reserves,  it  now  has  onljfcjs 
one  joint  venture  with  the  Saudis  and  £§ac 
seven-person  headquarters  office  in  Ri 
yadh.  It  has  about  60  others  who  worl<§;ais 
regularly  on  Saudi  matters  in  the  U.  S. 
Brussels,  and  elsewhere  in  Saudi  Arabia 
mostly  technical  people.  Mobil  Corp.,  bjlifi 
contrast,  has  500  people  in  Saudi  Arabif 
alone  and  more  than  a  dozen  joint  ven  -egi 
tures.  "That's  where  the  oil  is,"  says 
Michael  M.  Ameen  Jr.,  a  consultant  amfjxa 
former  president  of  Mobil  Middle  Eas 
em  Development  Corp.  "We  have  a  lo; 
better  entree  than  Exxon." 

Despite  several  years  of  trying,  Exxoi 
so  far  has  been  unable  to  arrange  a  dea 
to  give  the  Saudis  an  interest  in  Exxoi  .vh 
refineries  in  Europe  in  return  for  an  as 
sured  crude  supply.  One  reason,  says  ai 
oil  executive  knowledgeable  about  th 
situation,  is  that  "top-level  pec 
pie  at  Exxon  haven't  bothere^ 
to  cultivate  a  proper  relationshi]  ■  -m 
with  the  Saudis."  An  Exxoi 
spokeswoman  says  the  compan;  ;:r:''; 
doesn't  comment  on  impendin, 
business  deals. 

GULF  GOOF.  Rawl  has  been  slo 
in  building  Exxon's  own  energ 
reser\-es.  Exxon  stayed  awa; 
from  the  bidding  for  such  con 
panies  as  Gulf,  Getty,  and  Cor 
oco.  Yet  over  the  past  fe\ 
years,  as  oil  prices  have  reco\ 
ered,  most  U.  S.  oil  companie 
have  hiked  exploration  outlay 
and  stepped  up  acquisitions 
Amoco  Coi-p.'s  capital  and  expk 
ration  budget  for  1990  is  up  17' 
from  1989. 

Exxon's  cautious  approac 
showed  when  Tenneco  Inc.  dt 
cided  to  auction  off  S7.5  billio 
worth  of  holdings  in  1988.  E: 
xon  analysts  spent  millions  lool 
ing  at  properties  and  recon 
mended  several  bids,  includin 
one  on  a  huge,  mostly  natun 
gas  parcel  in  the  Gulf  of  Mexic 
that  Exxon  USA  officials  wei 
enthusiastic  about.  Rawl  deci 
ed  most  of  the  bids  were  tc 
high  and  reduced  them.  Exxc 
ended  up  with  nothing.  Chevrc 
Corp.  bought  the  offshore  gs  > 
parcel  for  S2.5  billion.  Other  su 
cessful  bidders  were  Amoc 
Shell  Petroleum,  Mobil,  ar 
Arco.  "There  were  some  vei 
high-quality  reserves  and  vei 
good  buys."  says  Phillip  Oxle 
Tenneco's  former  oil  exploratic 
and  production  head  who  no 
teaches  petroleum  geology 
the  University  of  Colorado 
Boulder.  "I  was  totally  shock< 
Exxon  didn't  buy  anything." 
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awl  claims  "everybody  paid 

much"  for  the  Tenneco 
jerties.  Indeed,  that  is  his 
ing  about  most  reserve  ac- 
jition  deals.  Yet  the  fact  re- 
ns  that  from  1984  to  1988, 
;on  in  effect  was  liquidating 
If.  It  replaced  only  78%  of 
oil-equivalent  production, 
ipared  with  139%  for  Royal 
;ch/Shell.  Faced  with  the 
wing  depletion  of  its  reserve 
3,  Exxon  in  early  1989  final- 
riade  a  major  move  with  the 

billion  acquisition  of  Tex- 
Canada  Inc.  by  Imperial  Oil 
.,  its  707<-owned  Canadian 
sidiary.  Much  of  the  pur- 
?e  price  was  for  refining  and 
•keting  assets.  Despite  the  deal.  Ex- 
's oil  and  gas  reserves  are  still  lower 
1  they  were  five  years  ago. 
xxon  has  been  particularly  laggard 
exploration,  regarded  by  oil  execu- 
s  as  the  best  way  to  lay  a  foundation 

future  growth.  Raymond  asserts 
;  "no  good  opportunities  will  go  un- 
ded."  Nevertheless,  Exxon's  outlays 
e  been  cut  sharply,  from  more  than 
billion  a  year  in  the  early  1980s  to 
8  million  last  year.  While  Shell, 
)ng  others,  has  been  rapidly  expand- 

its  exploratory  acreage,  Exxon's 
lings  have  fallen  50%'  since  1985. 
lOugh  many  oil  companies  are  busi- 
:onducting  "frontier" 
rches,  consultant 
iggs  says  Exxon 
3ms  to  be  completely 
snt," 

nother  budgetary  ca- 
Ity  is  R&D.  Rawl  main- 
s  that  "we're  very 
mg  in  the  research 
i."  In  fact,  Exxon's 
nding  ranks  close  to 

industry  average, 
ile  Shell  has  lifted  its 
)  spending  by  30%' 
r  the  past  five  years, 
:on  has  cut  back  by 
'.  Exxon's  two  funda- 
ital  research  facilities 
e  been  especially  hard 

Their  budgets  have 
n  cut  in  half,  and  they  have  been  told 
concentrate  only  on  projects  with 
r-term  bottom-line  payoffs.  Instead 
ieveloping  its  own  new  technologies, 
con  will  buy  from  outsiders,  which 
Id  keep  it  from  developing  propri- 
ry  edges  over  rivals.  Several  major 
jects  in  areas  where  Exxon  has  long 
n  a  technological  leader  "have  been 
imated,"  says  one  scientist.  "It's  very 
;ouraging." 

)ne  example  is  catalysis,  the  process 
t  helps  convert  petroleum  into  re- 
id  products.  An  Exxon  spokeswoman 
s  the  company  maintains  a  "long- 


EXXON'S  OLD  HAMBURG  REFINERY  IS  TURNING  A  PROFIT  FOR  ITS 
NEW  OWNER,  AS  SHOULD  THE  GULF  OF  MEXICO  PARCEL  IT  PASSED  UP 


standing  emphasis"  on  catalysis.  Yet  the 
catalysis  budget  has  been  slashed,  and 
many  of  Exxon's  best  people  in  the  field 
have  left.  Jack  Wise,  research  chief  for 
Mobil,  one  of  the  leaders  in  catalysis 
work,  says  Exxon  is  among  the  few 
companies  cutting  back  on  this  research. 
Because  of  growing  demand  for  environ- 
mentally safe  fuels,  he  says,  catalysis 
has  a  bright  future:  "If  you  can  invent  a 
process  that  produces  clean  gasoline 
cheaper  than  your  competitors,  there's 
big  leverage  in  it." 

Among  Rawl's  most  injurious  cost-cut- 
ting moves  have  been  the  drastic  em- 
ployee reductions,  which  far  exceeded 


EVEN  THOUGH  RESERVES    ...IT'S  SPENDING  LESS 
ARE  DOWN...  ON  EXPLORATION 
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NOTE:  GAS  CDNVEIirED  TO  EQUIVALEHT  VOLUME  OF  OIL 


those  by  most  of  its  rivals.  Not  only  did 
Exxon  lay  off  or  give  early  retirement  to 
thousands  of  employees  over  50  years 
old,  but  many  of  those  who  remained 
got  demotions,  lower  salaries,  and  more 
work  to  do.  The  company  also  channeled 
most  of  the  bonus  money  to  a  relative 
handful  of  top  performers.  The  result: 
Many  employees  will  not  see  real  in- 
creases in  compensation  for  years.  Says 
a  senior  Exxon  executive:  "I  don't  see 
how  you  can  run  a  company  like  this." 
Rawl  says  Exxon  had  been  "overpay- 
ing" employees  but  claims  "morale  is 
pretty  good."  Sources  inside  and  outside 


Exxon  disagree.  "I  don't  know  anyone 
who  is  happy,  and  I  know  a  lot  of  people 
who  are  looking  to  leave,"  says  a  staff 
member. 

It  may  be  years  before  the  full  impact 
of  the  Rawl  regime  can  be  evaluated. 
But  there  is  already  one  disquieting  har- 
binger: the  oil  spills.  Exxon  has  always 
prided  itself  on  its  operational  proficien- 
cy. Yet  the  spills  suggest  broad  opera- 
tional breakdowns. 

'ACCIDENT-PRONE  SYSTEM.'  Alaskan  offi- 
cials alleged  that  Exxon's  systems  for 
training  and  monitoring  employees  were 
ineffectual.  The  conapany's  own  tanker 
captains  complained  of  heavy  crew  cut- 
backs and  other  unsafe 
operating  procedures.  In 
New  York  City,  where  a 
pipeline  ruptured,  local 
and  federal  officials 
charged  that  Exxon  was 
negligent  and  irresponsi- 
ble in  ignoring  a  faulty 
leak-detection  system  for 
12  years.  Most  observers 
agree  the  company  even- 
tually mounted  effective 
oil-spill  cleanups,  espe- 
cially in  Alaska.  Yet  Ex- 
xon's initial  response 
there  and  at  the  pipeline 
rupture  reflected  remark- 
able sloppiness.  Cleanup 
crews  were  unprepared, 
late  in  arriving,  and  dis- 
organized. Exxon  officials  had  difficulty 
getting  accurate  information.  The  com- 
pany's public  relations  efforts  were  con- 
fused and  misleading. 

Numerous  former  Exxon  executives 
claim  Rawl's  cost-cutting,  as  one  puts  it, 
"created  an  accident-prone  system."  The 
swelling  ranks  of  overworked,  underpaid 
employees  were  an  element.  But  the  sys- 
tem had  more  telling  defects.  Rawl's 
cutbacks  somewhat  indiscriminately  had 
wiped  out  many  senior  people  with  cru- 
cial specialized  skills,  including  a  cadre 
of  oil-spill-response  experts  who  wrote 
Exxon's  manual  on  the  subject.  And  as 
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THE  DAREDEVIL  SPIRIT 
THAT  HAS  SHELL  FIRED  UP 


Group  seems 
advantage  of 
most  analysts 


Sir  Peter  F.  Holmes,  group  man- 
aging director  of  Royal  Dutch/ 
Shell,  acts  like  a  man  with  few 
worries  as  he  relaxes  in  his  roomy  Lon- 
don office.  The  heir  apparent  to  L.  C. 
van  Wachem,  CEO  of  the  Anglo-Dutch 
giant  that  is  Ejtxon's  archrival,  Holmes 
thinks  he's  ready  for  almost  anything 
that  might  happen  over  the  next  few 
years. 

Royal  Dutch/Shell 
well-positioned  to  take 
the  higher  prices  that 
say  are  coming  in  the 
1990s,  because  it  has 
plowed  billions  into 
exploration  through 
good  times  and  bad. 
Shell  will  also  do  well 
if  prices  don't  rise,  be- 
cause it  has  kept  its 
refining  and  market- 
ing operations  in  top 
form.  Shell's  efforts 
have  already  been  re- 
warded by  "23%  com- 
pound annual  return 
[on  equity]  over  the 
past  10  years — not 
bad,"  boasts  Holmes. 

Shell,  with  assets  of 
$90  billion  and  1989 
sales  of  $106  billion 
compared  with  Ex- 
xon's $96  billion,  is  a 
bold  adventurer.  It 
has  bucked  the  indus- 
try trend  in  recent 
years  by  boosting  cap- 
ital and  exploration 
spending  by  28%  since 
1985,  to  a  record  $10.7 
billion  in  1989. 

ADVENTUROUS.  As  a 

result.  Shell  now  has  a 
broader  spread  of  as- 
sets across  the  globe  than  anyone  else. 
That  diversification  allows  the  compa- 
ny to  take  greater  risks  than  its  rivals, 
positioning  itself  for  i-icher  payoffs. 
The  company's  U.  S.  arm,  Shell  Oil  Co., 
the  remaining  30%  of  which  Shell  ac- 
quired in  li)85  for  $5.7  billion,  has  been 
the  most  aggressive  acquirer  of  leases 
in  the  deep  waters  of  the  Gulf  of  Mexi- 
co. Shell  has  been  actively  taking 
stakes  in  such  promising  frontier  areas 
as  the  Chukchi  Sea  off  Alaska  and 
buying  reserves  overseas.  Witness  the 
$1.1  billion  Shell  paid  last  year  to  raise 


HOLMES:  BILLIONS  FOR  OIL 
EXPLORATION,  YEAR  AFTER  YEAR 


its  stake  in  Nigerian  National  Petro- 
leum Corp.  from  20%  to  30%.  "Shell 
has  spread  its  risk  and  created  a  tre- 
mendous number  of  potential  options," 
says  Richard  G.  Gordon  of  Petroleum 
Finance  Co.  in  Washington,  D.  C. 

Shell's  adventurous  spirit  has  paid 
off  handsomely  by  a  critical  yardstick. 
Over  the  past  five  years.  Shell  has 
been  adding  reserves  faster  than  it  has 
been  using  them.  Because  reserves 
represent  a  company's  future.  Shell  is 
bound  to  be  a  major  player  well  into 
the  next  century. 

Discovering  more 
oil  and  gas  also  helps 
Shell  hedge  its  heavy 
but  hugely  profitable 
exposure  in  refining, 
trading,  and  retailing. 
Thanks  to  big  spend- 
ing on  refining  in  the 
Far  East,  Shell  is  in  a 
better  position  than 
any  competitor  to  cash 
in  on  the  world's  hot- 
test market. 

During  the  1990s, 
Holmes,  57,  may  find 
himself  in  frequent 
competition  with 
crosstown  rival  British 
Petroleum  Co.,  which 
has  become  increas- 
ingly aggressive  un- 
der its  new  chairman, 
Robert  P.  Horton. 
Just  days  after  taking 
over,  Horton,  50,  em- 
barked on  a  grand 
plan  to  save  $500  mil- 
lion by  slashing  the 
headquarters  staff.  At 
the  same  time,  he's 
leading  his  troops  on  a 
hunt  for  monster  new 


fields.  BP  needs  huge  finds  to  replace 
its  declining  mainstays,  Alaska's  Prud- 
hoe  Bay  and  the  North  Sea. 

Horton  says  he  aims  to  close  the  gap 
between  BP  and  its  big  sisters,  Exxon 
and  Shell,  which  are  roughly  double  its 
size  in  sales.  That  goal  may  be  tough 
to  reach.  But  if  the  1990s  do  turn  out 
to  be  a  high-risk,  high-reward  environ- 
ment, aggressive  explorers  such  as  BP 
and  Shell  are  likely  to  fare  better  than 
timid  Exxon. 

By  Richard  A.  Melcher  in  London,  with 
Stanley  Reed  in  New  York 


part  of  Rawl's  downsizing  of  the  head 
quarters  staff  from  1,500  to  300,  Ex 
xon's  top  environmental  coordinator 
who   closely   monitored  environmenta 
representatives  at  Exxon's  operating  ;:g 
units,  was  in  effect  demoted.  He  and  hii 
■staff  were  moved  to  a  research  division  i',  I 
Rawl  claims  the  "existence  or  nonexis 
fence"  of  the  coordinator  "had  no  impac 
on  what  happened  after  Valdez."  A  re 
tired  Exxon  official  with  knowledge  ol 
the  situation  disagrees:  "When  you  elim 
inate  the  headquarters  department,  th 
organization  may  read  this  as  a  weaker  '] 
ing  of  management's  commitment  tf 
safety  and  environmental  affairs." 

Rawl's  personal  handling  of  Valdej 
his  detractors  claim,  epitomizes  the  nai  '. 
row  world  view  that  underlies  his  ste\ 
ardship  of  Exxon.  Faced  with  a  disasteJ 
most  CEOs  have  learned  to  take  immedl 
ate,  visible  charge:  to  jump  on  a  plan(  kok); 
get  on  TV,  and  show  remorse.  Raw 
though,  not  only  stayed  in  New  Yor 
but  also  did  not  comment  publicly  for 
week.  And  when  he  did  talk,  he  tende 
to  blame  others,  including  God.  Says  .  m. 
former  Exxon  executive:  "Larry  simpl  E  % 
saw  it  as  an  engineering  problem.  H  • 
didn't  realize  it  was  also  a  leadershi  A#| 
and  vision  problem."  Rawl  concedes  h  yy| 
might  have  done  a  better  job  in  "cosme 


ic  PR,"  but  he  argues  that  Exxon  woul 
still  have  gotten  "the  same  amour 
of  hell." 

BROADER  VISION.  In  the  wake  of  tl 
more  recent  oil  spills,  Exxon  has  stoppe 
pointing  the  finger  at  others  and 
begun  looking  in  the  mirror.  It  is  invest 
gating  whether  the  accidents  derive 
from  widespread  internal  deficiencie 
"We  don't  think  it's  systemic,"  saj 
Raymond,  but  "we're  taking  every  stt 
we  can  to  assure  ourselves  that  it's  nfti 
systemic." 

Many  of  those  who  believe  Rawl's  tefi; 
ure  at  Exxon  represents  a  failure 
leadership  and  vision  are  pinning  the 
hopes  for  Exxon's  future  on  Raymon 
51.  So  far,  the  Exxon  president  has  di 
tinguished  himself  mainly  by  "out-Rav 
ing  Rawl,"  as  one  executive  puts  it,  tr  i 
ing  to  show  that  he  is  even  tougher 
such  matters  as  cost-cutting.  Yet  Ra  it<| 
mond,  a  chemical  engineer  from  Sou 
Dakota,  has  logged  considerable  man  r.^j  (j. 
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gerial  and  overseas  experience,  notab 
in  South  America,  and  supporters  say 
has  a  more  expansive  conception  of  E 
xon's  role  in  the  world. 

Rawl,  though,  still  has  three  years 
retirement.  In  discussing  his  goals 
Exxon,  he  says:  "My  object  is  to  leave 
in  the  very  good  shape  I  found  it  ir 
That,  say  his  critics,  could  take  sor 
real  doing. 

By  Chris  Welles  in  New  York,  m 
bureau  reports 


at 


fife'i 
alio 

on  re. 


76  BUSINESS  WEEK/APRIL  2.  1990 


THE  CORPORA 


COVERS  I 


iiii  >>" 

ih  II" '!!! 


ill 


*  J  Hill  III 

sill  nil  I"! 

Sim  nil  .. 

III!  nil  nil 

nil  nil  ifii 
IIII  III*  ' 
nil 

iiii  _ 


MONS  STILL  ISN'T  SPECIFIC  ABOUT  HOW  HE  WOULD  REVIVE  LOCKHEED'S  DEFENSE  BUSINESS 


F  SIMMONS  BOARDS 
OCKHEED,  CAN  HE  FLY  IT? 


I  has  a  strong  turnaround  record  but  no  aerospace  experience 


^kBhen  corporate  raider  Harold 
■VW  C.  Simmons  won  control  of  NL 
W^B  Industries  in  late  1986,  the 
5  billion  oil-field  services  and  chemical 
apany  was  bleeding  badly.  Caught 
-guard  by  the  energy  bust,  it  suffered 
!324  million  loss  that  year.  Simmons 
ed  fast.  After  spinning  off  the  ailing 
field  business  into  a  company  called 
roid  and  pouring  $400  million  into  new 
mical  plants  over  three  years,  he 
naged  to  increase  operating  margins 
25%  in  1989  from  17%  two  years  earli- 
Last  year,  NL  Industries  Inc.  reported 
irating  income  of  $288  million,  up  14% 
m  1988,  on  revenue  of  $1  billion. 
)oes  that  qualify  Simmons  to  run 
:kheed  Corp.?  He  is  now  waging  a 
ixy  battle  for  control  of  the  troubled 
•ospace  and  defense  giant — and  mak- 
a  simultaneous  tender  offer  for 
orgia  Gulf  Corp.  (BW— Mar.  12).  Be- 
ise  of  his  image  as  a  raider,  Simmons 

>  aroused  widespread  doubts  that  he 

>  either  the  intention  or  the  ability  to 
1  Lockheed.  But  his  record  as  a  man- 
jr  shows  that  he  knows  how  to 
;athe  life  into  laggard  companies.  Al- 
lugh  he  sometimes  sells  unprofitable 
its,  he  also  reinvests,  boosts  margins, 
i  diversifies.  Last  year,  net  income  of 
Ihi  Inc.,  the  holding  company  for  most 
his  acquisitions,  jumped  20%-,  to  $103 
llion,  on  revenue  of  $2.3  billion.  Says 


analyst  Sean  St.  Clair  of  Duff  &  Phelps 
Selected  Utilities  Inc.:  "Simmons  and  his 
people  know  how  to  run  companies." 

Simmons  typically  lets  his  managers 
operate  with  a  free  hand.  NL  Industries 
President  J.  Landis  Martin  says  Sim- 
mons functions  like  an  outside  director, 
making  suggestions  and  approving 
spending  plans.  At  the  same  time,  Sim- 
mons plots  financial  strategy  for  Valhi. 
Besides  66%  of  NL  and  527'  of  Baroid 
Corp.,  the  $2.3  billion  Valhi  grab  bag  of 
assets  includes  fast-food  and  timber 
companies.  He  borrows  against  Valhi's 
balance  sheet  to  fund  his  raids,  but  the 
company  has  debt  of  only  $1  billion  and 
interest  expense  of  just  $153 


HOW  SIMMONS' 
SHAREHOLDERS 
HAVE  FARED 


PERCENT  CHANGE  IN  VALUE 

DEC23,1988-MAR.16, 1990 


23%  7%  38%  70%  143% 
S&PSOO       NL         VALHI     KEYSTONE  BAROID 

DATA:  BRIDGE  INFORMATION  SYSTIMS  INC.,  BW 


million,  or  37%'  of  operating  earnings. 
Valhi  President  Michael  A.  Snetzer  says 
the  company  could  easily  support  a  $2 
billion  takeover — about  the  size  of  Sim- 
mons' bid  for  Georgia  Gulf. 

He  won't  be  using  any  more  of  Valhi's 
borrowing  power  to  hike  his  18.9%'  share 
of  Lockheed,  though.  Instead,  Simmons 
hopes  that  his  track  record  in  restructur- 
ing companies  will  win  over  investors 
when  they  meet  on  Mar.  29  to  vote  on 
his  proposal  to  elect  a  slate  of  15  new 
directors.  He'll  have  a  lot  of  convincing 
to  do.  "There  is  a  disparity  between  the 
businesses  he's  in  and  Lockheed  that 
worries  us,"  says  DeWitt  Bowman,  chief 
investment  officer  for  the  California 
Public  Employees'  Retirement  System, 
which  owns  about  400,000  shares. 

Simmons  offers  few  specifics  of  how 
he  would  help  Lockheed  cope  with  less 
defense  spending,  other  than  vowing  to 
invest  heavily  in  the  company's  defense 
and  aerospace  segments  while  selling 
other  assets.  "With  hard  work,  we  can 
rejuvenate  the  company,"  he  promises. 
SUCCESS  STORIES.  Simmons  has  never 
turned  a  giant  defense  contractor 
around,  but  he  can  point  to  successes  in 
other  industries.  In  1986,  when  Baroid 
was  part  of  NL,  it  reported  a  $354  million 
operating  loss  on  revenue  of  $549  million 
after  managers  failed  to  downsize  dur- 
ing the  oil  bust.  Simmons  brought  in 
Martin,  his  longtime  outside  counsel,  to 
stanch  the  bleeding.  Martin  sold  four 
money-losing  units,  including  a  tool-rent- 
al business,  for  a  total  of  $150  million. 
He  saved  an  additional  $5  million  by  dis- 
posing of  such  perks  as  a  corporate  jet. 

Martin  didn't  back  away  from  the 
business,  even  after  spinning  off  a 
chunk  of  it  to  the  public  in  1988.  He 
refocused  Baroid  on  its  core  lines — pro- 
viding oil-field  drilling  fluids  and  mea- 
surement services — and  increased  capi- 
tal spending  to  $26  million  in  1990,  up 
lOQ'/'  from  three  years  earlier.  Last 
year,  Baroid  introduced  new  products  to 
cash  in  on  the  boom  in  horizontal  drill- 
ing. Operating  income  jumped  66%,  to 
$30  million,  in  1989,  even  though  reve- 
nues remained  flat,  at  $488  million. 

Simmons  has  also  set  the  stage  for 
further  growth  at  Baroid.  In  February, 
he  bought  out  Allegheny  International 
Inc.'s  30%  share  of  Titanium  Metals 
Corp.,  a  joint  venture  with  Baroid,  for 
$54  million.  With  demand  for  titanium 
soaring  because  of  the  commercial-air- 
craft building  boom,  industry  analyst 
Richard  H.  Levy  of  Balis  &  Zorn  Inc. 
figures  that  Allegheny's  share  was  actu- 
ally worth  about  $80  million.  Levy  says 
Simmons  may  have  squeezed  cash- 
starved  Allegheny  out  of  the  partnership 
by  cutting  Titanium's  dividends  and 
boosting  capital  spending.  Allegheny 
says  it  got  a  fair  price. 

Amalgamated  Sugar  Co.  is  another 
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Simmons  success  story.  After  buying 
the  company  in  1983  for  $35  million  in  a 
fierce  takeover  fight,  Simmons  asked 
managers  to  stay  on.  Over  the  next 
eight  years,  the  company  invested  $70 
million  in  new  sugar-processing  equip- 
ment. Productivity  jumped  40%,  says 
Amalgamated  President  Allan  A.  Lip- 
man  Jr.  While  sugar  prices  have  risen 
only  4%  since  1983,  operating  income  has 
increased  almost  fourfold,  to  $38  million 
last  year,  on  revenues  of  $413  million. 
Despite  initial  worries,  Lipman  is  happy 
with  boss  Simmons,  who  showed  an  im- 
pressive ability  to  grasp  industry  basics, 
he  says.  "I  talk  to  him  once  a  year," 
says  Lipman.  "He  lets  us  do  our  job." 
SLOWING  DOWN?  Amalgamated  wasn't 
the  only  buy  that  required  patience. 
Steelmaker  Keystone  Consolidated  In- 
dustries Inc.,  bought  for  $25  million  in 
1982,  took  seven  years  to  rebuild.  The 
only  Simmons  unit  not  owned  by  Valhi, 
Keystone  was  crippled  by  high-cost  man- 
ufacturing, hazardous-waste  problems, 
and  labor  unrest.  Last  year.  Keystone 
opened  a  long-delayed  $50  million  steel 
mill.  The  more  efficient  mill  may  have 
done  the  trick:  Higher  margins  boosted 
operating  profits  to  $12  million  on  reve- 
nue of  $306  million,  up  from  1988's  $6 
million  loss  on  revenue  of  $257  million. 

But  Valhi  may  now  be  slowing  down. 
Analyst  St.  Clare  estimates  that  the 
holding  company  will  generate  operating 
income  of  $435  million  by  1991  on  reve- 
nue of  $2.5  billion,  only  a  modest  in- 
crease over  1989's  numbers.  The  culprit 
is  NL  Industries,  whose  core  pigment 
business  is  vulnerable  to  economic  cy- 
cles. To  bolster  nl's  domestic  market 
presence,  Simmons  is  spending  $250  mil- 
lion to  build  chemical-making  capacity  in 
the  U.  S.,  where  it  now  has  no  plants. 

Of  course,  Simmons  claims  he  really 
wants  to  add  to  Valhi's  holdings.  Still, 
some  large  Lockheed  shareholders  sus- 
pect that  he's  just  trying  to  recoup  his 
paper  losses  of  about  $100  million  on  his 
$550  million  stake  in  the  company.  After 
holding  17.9%  of  GAF  Corp.  for  four 
years,  for  example,  Simmons  sold  out  in 
1987  for  $198  million,  a  $140  million  gain. 
In  1986,  he  sold  his  39.3%  stake  in  Sea- 
Land  Service  Inc.  for  a  profit  of  $83.1 
million  on  a  $218  million  investment. 

Even  if  Simmons  is  serious  about  run- 
ning Lockheed  for  the  long  term,  the 
critics  aren't  impressed.  "Why  should  I 
think  that  he  knows  anything  about  run- 
ning the  business?"  says  an  institutional 
investor  who  owns  a  stake  in  Lockheed. 
"He  hasn't  ever  run  a  high-tech  aero- 
space company  before."  To  such  com- 
plaints, Simmons  retorts:  "I  didn't  know 
anything  about  any  of  the  companies  I 
bought  before  I  got  them."  Despite  his 
track  record,  that's  still  asking  investors 
to  make  a  big  leap  of  faith. 

By  Keinn  Kelly  in  Dallas 
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THE  FED  MAY  BE  GAZING 
AT  A  CRACKED  CRYSTAL  BALL 
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Economists  aren't  dazzled  by  Greenspan's  pet  indicators 


Call  it  Greenspan's  glasnost,  part  II. 
During  the  imperial  reign  of  Paul 
A.  Volcker,  no  Federal  Reserve  of- 
ficial would  have  gone  public  with  his 
own  standards  for  running  monetary 
policy.  But  Fed  Chairman  Alan  Green- 
span is  comfortable  with  free  debate. 
The  new  openness  has  given  Fed  offi- 
cials a  higher  profile — and  provided  Fed- 
watchers  with  many  new  ways  to  judge 
the  central  bank's  course. 

As  a  consequence,  Greenspan  and  his 
colleagues  are  coming  in  for  heavy  scru- 
tiny from  monetary  economists.  Re- 
searchers are  taking  hard  looks  at  the 
inflation-gauging  tools 
being  popularized  by 
Fed  officials — and  find- 
ing them  wanting.  Such 
financial-market  indica- 
tors as  commodity-price 
trends  and  the  differ- 
ence between  short-  and 
long-term  interest  rates 
actually  don't  predict  in- 
flation very  well,  these 
skeptics  say.  Even 
"P*" — a  new  measure  of 
price  pressures,  developed  under  Green- 
span's personal  guidance — has  drawn 
fire  from  those  who  say  that  its  ability 
to  predict  price  changes  falls  apart  when 
it's  used  for  real-world  forecasting. 
TEA  LEAVES.  These  attacks  come  at  a 
delicate  time  for  the  Fed.  The  White 
House  is  once  again  pressuring  for  cuts 
in  interest  rates,  and  a  recent  rumor — 
denied  by  the  Administration — has  it 
that  President  Bush  is  leaning  against 
reappointing  Greenspan  when  his  term 
expires  in  August,  1991.  Judging  by  the 
latest  inflation  numbers,  this  is  hardly 
the  right  time  for  the  Fed  to  cut  rates. 
Consumer  prices  rose  at  a  9.9%  annual 
rate  in  the  first  two  months  of  the  year, 
wages  jumped  at  a  6.3%  annual  rate  in 
February,  and  even  the  Fed's  modest 
goal  of  stabilizing  inflation  at  around 
4.5%  in  1990  may  prove  difficult. 

Still,  Fed  officials  have  pledged  to 
achieve  zero  inflation  within  four  years. 
While  the  financial  markets  may  doubt 
that  outcome,  they  do  expect  a  steady, 
predictable  monetary  policy — and  they 
like  to  know  which  tea  leaves  Greenspan 
and  his  colleagues  are  reading. 
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A  recent  study 
says  one  yardstick 

'predicts'  price 
changes  only  after 
they  take  place 
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For  its  crucial  inflation  forecasts,  th(  kWR 
Fed  still  depends  heavily  on  traditiona 
models  of  the  U.  S.  and  world  economies 
Currently,  the  central  bank's  computers  warj' 
are  warning  of  rapid  inflation  in  service  AST 
prices,  rising  unit  labor  costs,  and 
squeeze  on  corporate  profits. 

Those  models,  however,  lack  th( 
straightforward  appeal  of  the  inflatioi 
indicators  that  Greenspan  and  othe: 
members   of   the   Federal  Reserv 
Board — notably  Vice-Chairman  Manui 
H.  Johnson  and  Governor  Wayne  D.  An  tens 
gell — have  popularized.  Unfortunately  iationar 
the  new  indicators'  very  simplicity  un  « 
dercuts  their  reliability 
"In  and  of  themselves 
these  things  don't  hoi 
up,"  says  a  chief  econc 
mist  at  one  of  the  Fed' 
12  regional  banks. 
RISE  AND  FALL.  The  mos  - 
ballyhooed  of  the  new  ir 
dicators  is  P*,  or  P-stai 
Combining  the  normall 
warring  theories  of  mor 
etarisrn  and  Keynesia 
economics,  P*  translate 
the  trend  in  money-supply  growth  into 
measure  of  inflationary  pressure.  If  th 
Fed  supplies  more  money  than  the  ecoi 
omy  needs  to  grow  at  its  long-ten 
trend  rate,  the  excess  cash  fuels  high(  B 
prices.  The  Fed's  researchers  found  thi 
P*  measures  that  oversupply  and  aj 
pears  to  foretell  inflation's  rise  and  fal 
Under  Greenspan's  sponsorship,  tl 
indicator  quickly  became  important 
Fed  deliberations:  The  P*  forecasts  ai 
presented  alongside  the  Fed  comput< 
model's  predictions  in  the  "Blue  Bool' 
of  policy  options  at  Federal  Open  M 
ket  Committee  meetings. 

A  recent  study  by  the  Minneapol 
Fed,  however,  undercuts  the  claims  f( 
P'*.  Economist  Lawrence  J.  Christiai 
tried  to  use  a  P*  model  as  a  real-lif  % 
working  inflation  forecaster  would  ha^ 
from  1970  to  1989,  comparing  P*'s  infl 
tion  predictions  to  actual  price  hikes  on 
two,  and  three  years  out.  His  finding:  1 
ends  up  "predicting"  price  changes  on 
after  they  take  place. 

What  happened?  Christiano  content 
that  the  Fed  researchers  who  constnn 
ed  P*  did  something  no  actual  forecast 
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d  do:  They  based  their  calculations 
P*  on  data  from  after  the  time  of  the 
•ecast."  The  P*  they  calculated  for 
e,  1979,  for  example,  already  incorpo- 
d  such  crucial  events  as  the  1980s' 
)  in  productivity  and  a  slowdown  in 
velocity  of  money.  Without  that 
;t,  "P*  doesn't  give  you  that  much 
■a  information  about  where  inflation 
[)ing,"  Christiano  says.  The  Fed  staff 
ines  to  comment  on  Christiano's  arti- 
until  it  completes  research  on  a  de- 
le  of  P*. 

"ANT  UPDATES.  The  financial  market 
:ators  that  some  Fed  officials  cham- 
;  don't  do  much  better.  Johnson  and 
;ell  maintain  that  prices  set  by  infla- 
-wary  bond  and  commodity  traders 
nde  an  instant,  constantly  updated 
ling  on  prospects  for  price  hikes. 


HOW  THE  FED'S 
IHFLATION  IHDICATORS  FARE 


/erts  trends  in  money-supply  growth  to  produce  a  measure 
fiationary  pressure.  Devised  under  direction  of  Fed  Chair- 
Greenspan 

PRO 

well  with  economic  the- 
inking  the  behavior  of 
ey  and  prices.  Signals 
explains  past  turning 
ts  in  inflation 


CON 

Hasn't  predicted  inflation 
well  recently.  Affected  by 
changes  in  velocity — the  rate 
at  which  money  turns  over  in 
the  economy 


YIELD  CURVE 


;rence  between  short-  and  long-term  interest  rates.  Steep- 
irve  (higher  long-term  rates)  foretells  higher  inflation 

CON 

Curve  shifts  so  often  that  it's 
difficult  to  discern  trends. 
Recently,  steeper  curve  has 
tended  to  correspond  to  fall- 
ing inflation 


PRO 

ncial  markets  are  sensi- 
to  inflation  and  provide 
ediate  response  to  infla- 
ury  forces 


COMMODITY  PRICES 


;s  for  raw  agricultural  and  industrial  materials 


PRO 

-goods  prices  feed  into 
;s  for  finished  goods  sev- 
months  later.  Prices  also 
:ct  monetary  tightness 


nson  follows  the  yield  curve — the  dif- 
mce  between  interest  rates  on  short- 
,  long-term  bonds — while  Angell 
ps  charts  on  commodity-price  move- 
its  available  at  a  keystroke  on  his 
ktop  computer.  Each  indicator  has  a 
imonsense  appeal:  Inflation  is  a  ma- 
worry  for  bondholders,  while  com- 
lity  prices  feed  eventually  into  the 
t  of  finished  goods, 
lut  Stephen  K.  McNees,  a  Boston  Fed 
nomist  whose  research  has  made  him 
nation's  unofficial  scorekeeper  of 
^casting  accuracy,  says  neither  mea- 


sure predicts  inflation  very  well.  Of  nine 
inflation  turning  points  since  1971,  com- 
modity prices  predicted  three,  coincided 
with  three,  and  lagged  behind  three.  The 
commodity  index  also  gave  false  signals. 
If  the  Fed  had  been  using  commodity 
prices  to  guide  policy  in  1981,  it  would 
have  raised  interest  rates  just  as  the 
economy  tipped  into  the  worst  recession 
in  40  years. 

The  yield  curve,  McNees  found,  works 
best  when  it's  turned  on  its  head.  While 
most  Fed-watchers  believe  a  steeper 
curve — long-term  rates  rising  relative  to 
short-term — predicts  higher  inflation, 
McNees  found  that  a  steeper  curve  was 
followed  in  the  next  year  by  less  infla- 
tion. The  reason:  In  the  short  run,  the 
Fed's  moves  in  anticipation  of  inflation 
affect  rates  more  quickly  than  do  inves- 
tors' expectations. 
Frederic  S.  Mishkin,  a 
Columbia  University 
economist  who  has 
studied  the  yield 
curve,  warns  that  in 
the  short  run,  interest 
rates  contain  so  much 
"noise"  that  they  are 
an  unreliable  inflation 
signal.  "Policy  is  usu- 
ally concerned  with 
the  next  six  months — 
and  there's  very  little 
information  on  that 
period"  in  the  yield 
curve,  he  says. 

The  studies  don't 
finish  off  the  Fed's 
new  indicators.  The 
Fed  staff  is  rallying 
to  their  defense.  A 
draft  paper  on  com- 
modities prices  con- 
cludes that  adding 
them  to  the  Fed's 
computer  model  im- 
proves its  accuracy. 
Fans  of  the  indicators 
say  that  they're  bet- 
ter suited  to  long-run 
forecasting  than  to 
predicting  next  year's 
inflation.  Besides, 
even  their  sponsors 
admit  that  these  indi- 
cators can't  stand  alone:  P*,  which  now 
shows  diminishing  price  pressure,  has  to 
be  weighed  alongside  a  steeper  yield 
curve,  rising  commodity  prices,  and  oth- 
er current  signs  that  inflation  isn't  van- 
quished yet. 

The  glasnost  at  the  Fed  has  heated  up 
the  debate  over  how  monetary  policy 
should  be  run.  But  the  indicators 
spawned  by  that  debate  aren't  turning 
out  to  be  much  help  to  either  Fed-watch- 
ers or  policymakers  on  how  much  a 
threat  inflation  really  is  these  days. 

By  Mike  McNamee  in  Washington 


CON 

Highly  volatile  prices  send 
many  false  signals  of  inflation 
turning  points.  Less  useful  in 
the  1980s  than  in  the  1970s 
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27 
million 
Americans 
can't  read. 
And  guess 
who  pays 

the  iirice. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 
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THE  MOUTH  THAT  ROARS 
IN  MASSACHUSETTS 


BU's  John  Silber  is  gaining  support  in  his  bid  for  the  statehouse 


In  January,  Democrat  John  R.  Silber 
kicked  off  his  bid  for  governor  of 
Massachusetts  by  calling  the  town  of 
Lowell,  which  has  a  large  Cambodian 
community,  a  "welfare  magnet."  Next, 
the  president  of  Boston  University  de- 
clared the  social  problems  of  alcoholism 
minimal  compared  with  drugs — even 
though  alcohol-related  diseases  account 
for  more  than  15  times  as  many  deaths 
in  the  U.  S.  Then  a  newspaper  profile 
quoted  him  comparing  Jesse  Jackson's 
voice  to  Adolf  Hitler's. 

With  talk  like  that,  you  might  expect 
Silber  to  be  out  of  the  race  already,  es- 
pecially considering  the 
liberal  bent  of  Massa- 
chusetts Democrats. 
But,  while  he's  running 
third  in  a  four-person 
race,  Silber  is  gaining 
support  among  many 
heavy  hitters  in  Boston. 
His  camp  includes  for- 
mer Mayor  Kevin 
White,  now  a  BU  profes- 
sor, and  State  Senate 
President  William  M. 
Bulger. 

BATTLES  ROYAL.  Silber, 
63,  might  not  win  a  lot 
of  popularity  contests. 
His  19-year  tenure  as 
BU  president  has  been 
marked  by  a  series  of 
bruising  battles  with 
professors,  including 
one  faculty-led  attempt 
to  oust  him  (table). 
These  days,  he  is  being 
criticized  for  his  finan- 
cial management  at  BU, 
particularly  for  allow- 
ing the  school's  debt  to 
swell  to  $243  million 
and  persuading  it  to  in- 
vest $60  million  in  a  pro- 
fessor's biotech  startup. 
Silber's  critics  say  he 
has  placed  the  universi- 
ty at  risk  financially. 

Still,  he  hasn't  been 
knocked  out  of  the  gov- 
ernor's race.  And  some 
political  experts  say 


that  shows  how  unhappy  Massachusetts 
voters  are  with  the  current  state  of  af- 
fairs. "People  like  to  vote  for  outsiders 
when  there's  a  high  degree  of  public 
dissatisfaction,"  says  Larry  J.  Sabato, 
professor  of  government  at  the  Universi- 
ty of  Virginia  and  author  of  a  book  on 
gubernatorial  races. 

For  seven  years,  the  state's  economy 
flourished — a  period  Governor  Michael 
S.  Dukakis  dubbed  the  "Massachusetts 
Miracle."  Now  it  sits  near  the  bottom  of 
the  heap,  with  a  budget  deficit  estimated 
at  $600  million.  The  specter  of  tax  hikes 
in  a  high-tax  state  has  paralyzed  the 


A  TUMULTUOUS 
TEHURE 

1971  John  Silber  appointed  presi- 
dent of  Boston  University 

1976  Faculty,  angr>' over  his  auto- 
cratic style,  votes  3-1  to  oust  him. 
Board  of  trustees  refuses 

1984  BU  breaks  tlie  teachers' 
union  by  convincing  the  U.S.  Su- 
preme Court  that  professors  ai'e 
management  and  shouldn't  be  al- 
lowed to  organize 


1987  Two  months  before  the  stock 
market  crash,  Silber  persuades 
board  of  trustees  to  buy  control  of 
Seragen,  a  biotechnolog}'  startup,  for 
$25  million 


1988  Faculty  Council  charges  that 
Silber's  costly  construction  pro- 
grams have  contributed  to  weaken- 
ing BU  finances 

JANUARY,  1990  BU  wTites  down 
$16  million  of  Seragen  investment, 
now  more  than  $60  million.  Silber 
announces  candidacy  for  governor, 
gains  support  ainong  Democrats 


House  and  Senate.  Silber,  who  is  on  pai( 
leave  until  the  election  this  fall,  mus 
convince  disaffected  voters  that  he  cai 
do  what  professional  pols  failed  to  dc 
put  the  state's  fiscal  house  in  order.  H 
'hasn't  said  just  how  he  would  manag 
that.  And,  citing  time  commitments,  h 
declined  to  be  interviewed. 

To  Silber's  credit,  BU  is  a  far  cry  fror 
the  barely  solvent  institution  he  too' 
over  in  1971.  But  his  style  has  made  hir 
plenty  of  enemies.  Most  faculty  men 
bers  contacted  by  BU.SINESS  week  n 
fused  to  be  quoted  by  name.  "If  m 
name  appeared  in  print,  I  would  be  rea 
ly  frightened,"  says  one.  Several  sa 
they  believe  the  university  has  tappej 
their  office  phones.  Says  a  BU  spokei 
man:  "That's  nonsense."  But  eve 
Silber's  friends  concede  that  he  can 
tough.  Drug  czar  William  J.  Benne 
who  studied  philosophy  under  Silber 
the  University  of  Texas,  recalls  Silber 
comparison  of  Bennett's  doctoral  dissei 
tation  to  Texas  chili:  "Mostly  beans  an 
mush  with  the  occasional  meat." 
On  the  campaign  trail,  Silber  is 
forceful  and  often  u 
timidating  speaker  wit 
a  formidable  vocabt 
lary.  These  are  traits  h 
honed  over  many  year 
in  academia.  Silber  g( 
his  bachelor's  degree 
philosophy  from  Trinit 
University  in  his  homi 
town  of  San  Antoni 
then  his  PhD  at  Ya 
University.  In  1957, 
joined  the  University 
Texas  at  Austin,  becon 
ing  dean  of  its  colleg 
of  arts  and  sciences 
years  later.  There,  f 
ran  afoul  of  Frank  E 
win,  chairman  of  t\ 
board  of  regents,  ar 
was  fired  in  1970.  TI 
struggle  was  characte 
ized  as  outspoken  pr 
fessor  ousted  by  t\ 
conservative  establis 
ment.  BU  hired  Silb 
soon  afterward 

Although  he  has  lor 
been  a  public  figure 
Boston,  Silber  is  fierc 
ly  private  about 


family.  Even  old  frienc 
know  little  more  th: 
the  basics:  Silber  ai 
his  wife,  Kathryn,  ha' 
seven  children  of  the 
own  and  raised  two  ot 
ers  for  a  deceased  C( 
league.  Determinati( 
is  a  Silber  trademar 
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"If  I  stick  my  neck  out  too  far, 
we  lose  money  If  I'm  too  cautious, 
we  lose  customers. 


"Some  people  think  managing 
credit  is  a  thmkless  situation. 

"I  disagree.The  tougher  the  game, 
the  better  it  feels  when  you  win? 


In  the  delicate  balance  of  risk  and  reward,  credit  managers 
live  where  its  liveliest.  In  the  middle. 

They  must  be  careful,  but  not  cowardl);  Be  risk-takers,  but  not 
gamblers.  Whidi  means,  to  keep  their  fcxiting,  tliey  need  informa- 
tion that's  equally  well-balanced. 

And  they  get  it  from  Dun  &  Bradstreet.  We  not  only  have  more 
information  tlian  anyone  else,  we  get  it  from  more  kinds  of  souices. 
As  a  result,  our  reports  offer  a  deptli  that  makes  credit  decisions 
more  realistic. 

The  laa  is,  more  credit  managers  rdy  on  D&B  dian  any  otlier 
source.  They  make  tougli  decisions  every  day  But  deciding  wliere  to 
go  for  information  isn't  one  of  them. 

Dun  &  Bradstreet  Business  Credit  Services 

■■■■  acointKinvo( 

MBmM  The  Dun&Bradslml  Oirporalion 


Dun  &  Bradstreet 

The  fine  art  of  managing  risk. 


Unimpeded  by  a  right  arm  foresliort- 
ened  at  birth,  he  maintains  a  rigorous 
exercise  schedule. 

When  he  first  arrived  at  BU,  Silber  cut 
costs  drastically  and  got  the  floundering 
university  on  solid  ground.  More  recent- 
ly, he  pushed  through  an  expansion  that 
tripled  the  campus  size.  New  to  the 
school:  an  arts  center,  a  school  of  sci- 
ence and  engineering,  and  an  armory  to 
be  converted  into  dorm  rooms.  School 
officials  proudly  note  that  BU  runs  small 
surpluses  on  its  budget  of  around  $550 
million.  Yet  a  budget  surplus  does  not 
equal  financial  stability.  A  Faculty  Coun- 
cil study  showed  that  revenue  growth 
from  tuition  and  other  sources  slowed 
from  18'/''  in  1984  to  an  estimated  6.17' 
last  year,  barely  keeping  up  with  area 
inflation.  This  is  despite  gradual  hikes 
bringing  annual  tuition  to  $19,440 — a 
whisker  below  Harvard  University's. 
SMART  SPENDER?  Silber  has  drawn  fire 
from  some  faculty  members  and  former 
trustees  for  spending  heavily  on  the  uni- 
versity's new  science  and  engineering 
center.  BU  says  the  center  cost  $126  mil- 
lion, though  some  faculty  members  put 
the  price  at  $200  million.  Either  way, 
critics  complain  that  liberal  arts  depart- 
ments are  being  squeezed  to  pay  for  it. 
"He  raised  a  tremendous  amount  of 
money  for  the  university,  for  which  you 
have  to  give  him  credit,"  says  Jacob  Sa- 
liba,  chief  executive  of  Katy  Industries 
Inc.  and  a  former  trustee  who  resigned 
after  clashing  with  Silber.  "But  the  use 
of  those  funds  to  promote  some  of  these 
projects  has  not  been  very  smart,  to  say 
the  least." 

The  most  controversial:  a  $60  million 
investment  in  Seragen  Inc.,  a  biotech 
company  founded  by  BU  Professor  John 
Murphy.  In  the  summer  of  1987,  BU's 
trustees  bought  76'/<  of  the  company  for 
$25  million.  Sources  close  to  the  deal  say 
the  money  came  from  BU's  endowment, 
although  Silber  insists  the  funds  came 
from  the  university's  operating  budget. 
BU  has  been  pouring  some  $12  million  a 
year  into  Seragen  since  then,  and  last 
year  it  wrote  down  $16  million  of  the 
investment.  Henry  M.  Morgan,  former 
Dean  of  BU's  School  of  Management, 
has  asked  the  state  attorney  general  to 
investigate  whether  the  trustees  were 
prudent  in  making  the  investment.  Noth- 
ing has  come  of  his  complaint. 

So  far,  the  Seragen  flap  doesn't  ap- 
pear to  have  hampered  Silber's  cam- 
paign. Railing  against  waste  in  govern- 
ment, he  is  crisscrossing  the  state  to 
raise  funds.  Silber  also  recently  hired 
consultant  Robert  D.  Squier,  known  for 
making  TV  ads  that  go  for  the  oppo- 
nent's jugular.  It's  a  controversial  ap- 
proach. But  the  way  this  candidate 
courts  controversy,  any  other  tack 
would  have  been  a  surprise. 

By  Laura  Jetrski  in  Boston 


MIT'S  WEINBERG:  UNCOVERING  COMMON  ELEMENTS  IN  SEEMINGLY  DIVERSE  TUMORS 


STOPPING  CANCER 

IN  THE  STARTING  BIDCKS 


bsei 


Genetic  research  shows  unusual  promise  in  a  frustrating  search 


ouglas  Shapiro  was  worried.  The 
1 82-year-old  architect,  who  intends 
to  marry  this  fall,  wondered  if  he 
should  have  children.  His  mother  had 
lost  an  eye  to  a  childhood  cancer  called 
retinoblastoma,  which  arises  from  a  ge- 
netic defect  and  which  already  had 
struck  two  of  her  four  children.  Would 
Doug,  too,  pass  this  affliction  on  to  his 
children?  At  the  suggestion  of  his  fian- 
cee, Michele  Berk,  Shapiro  got  a  genetic 
test.  His  entire  family  sent  blood  sam- 
ples to  the  laboratory  of  Dr.  Thaddeus 
P.  Dryja,  the  ophthalmologist  at  the 
Massachusetts  Eye  &  Ear  Infirmary 
who  discovered  the  retinoblastoma  gene 
in  1986.  In  six  weeks,  Doug  got  his  an- 
swer: He  was  not  missing  the  crucial 
gene  that  suppresses  retinoblastoma. 
"We  were  so  relieved,"  he  recalls. 

Tests  like  this  are  just  one  result  of 
exciting  new  research  into  the  genetics 
of  cancer.  So  far,  medical  scientists  have 
uncovered  the  genetic  links  to  only  a 
few  rare  tumors.  Even  so,  they've 
learned  enough  to  begin  piecing  togeth- 
er how  a  handful  of  genetic  changes  can 
launch  the  cascade  of  events  that  trans- 
forms a  normal  cell  into  a  tumor.  They 
hope  that  knowing  this  will  let  them  cre- 


ate better  diagnostic  tests,  more  refini 
and  effective  treatments,  and  perhafrl; 
even  novel  therapies. 

Already,  the  ability  to  pinpoint  cane 
genes  has  altered  the  treatment  for 
childhood  cancer  and  led  to  a  diagnos 
test  for  chronic  myelogenous  leuken 
(CML),  a  particularly  deadly  form  of  k 
kemia  that  strikes  in  early  middle  a^ 
Meantime,  a  Johns  Hopkins  Univers 
School  of  Medicine  team  led  by  Dr.  Be 
Vogelstein  has  identified  two  gen 
whose  absence  is  linked  to  colon  ci 
cer — and  is  exploring  the  role  of  t^ 
other  genes  implicated  in  the  diseai 
And  at  the  National  Cancer  Institi 
(NCI),  Dr.  Lance  Liotta,  chief  of  the  j 
thology  lab,  has  isolated  two  genes  as; 
ciated  with  metastasis,  the  migration 
cancer  that  often  is  the  ultimate  cat 
of  death.  "What  is  emerging  is  a  view 
the  whole  machine,  instead  of  just  c 
component,"  says  Dr.  John  Laszlo, 
nior  vice-president  for  research  at  1 
American  Cancer  Society. 

Excitement  over  such  findings  is  sp 
ring  funding:  Over  the  past  three  yea 
the  National  Cancer  Institute  has  sp< 
$500  million  on  tumor  biology.  Biot( 
and  drug  companies  will  spend  at  le 
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million  this  year,  and  more  as  the 
jarch  starts  to  pay  off.  "This  is  the 
3t  central  basic  research,"  adds 
zlo,  "  because  any  other  work  will 
e  to  take  into  account  that  cancer  is 
enetic  disease." 

ideed,  genetic  research  is  the  main 
of  hope  in  an  otherwise  bleak  pic- 
i.  "The  last  20  years  of  searching  for 
icancer  drugs  have  been  a  dismal  fail- 
,"  says  Jeffrey  Price,  senior  vice- 
iident  for  research  at  Cetus  Corp.  in 
eryville,  Calif.  To  be  sure,  survival 
;s  after  five  years  have  improved  be- 
se  of  early  detection,  and  some  rare 
cers,  such  as  Hodgkin's  disease,  can 
treated  successfully.  But  1  million 
'  cancer  cases  occur  each  year.  The 
sase  kills  500,000  people  annually,  a 
iber  that  hasn't  budged  despite  the 
billion  spent  in  the  U.  S.  every  year 
cancer  research.  "Mortality  hasn't 
nged  within  the  large  disease  groups: 
y,  breast,  and  colon  cancers,"  says 
iffrey  C.  Porges  of  Wilkerson  Group, 
ech  consultants  in  New  York. 
MIRACLES.  Th^  biggest  disappoint- 
it  has  been  the  failure  of  ballyhooed 
mgineered  drugs,  such  as  the  inter- 
)n  group  and  interleukin-2,  to  treat 
•e  than  a  few  rare  tumors.  These 
gs  work  by  stimulating  the  body's 
5nses.  Biotech  companies  also  pinned 
r  hopes  on  antibodies  designed  to  de- 
r  a  deadly  payload  to  tumor  cells. 
.  the  antibodies  don't  pinpoint  tumor 
3  precisely  enough,  and  some  bioen- 
jered  drugs  cause  nasty  side  effects 
lout  greatly  improving  survival. 
0  the  hoped-for  mir- 
'.  drugs  have  moved 
vly  through  clinical 
:s  and  been  approved 
fewer  kinds  of  can- 
than  expected.  That 
turned  off  drug 
ipanies  and  venture 
italists  alike.  "The 
;ech  companies  have 
3n  up  an  oppressive 
ount  of  money," 
s  Robert  W.  Daly,  a 
ture  capitalist  with 
;ton's  TA  Associates, 
id  they  have  very  lit- 
to  show  for  it." 
lut  researchers  are 
ing  that  the  new  ap- 
ach,  concentrating 
the  inner  workings 
;ancer  cells,  will  lead 
better  treatments, 
itral  to  this  research 
he  discovery  of  two 
ups  of  cancer-linked 
les.  One  is  onco- 
les — genes  that  ac- 
erate  cell  growth. 
;  other  is  tumor-sup- 
:ssor  genes,  which 


brake  growth  when  they  are  activated 
and  allow  unchecked  growth  when,  as  in 
retinoblastoma,  they  are  missing.  Some 
50  oncogenes  have  been  isolated  since 
1977,  four  tumor-suppressor  genes  have 
been  found  since  1986,  and  with  each 
discovery  the  pieces  of  the  genetic  puz- 
zle have  fallen  more  neatly  into  place. 
Indeed,  scientists  are  finding  that  al- 


JOHNS  HOPKINS'  VOGELSTEIN:  WORKING  ON 
WAYS  TO  DETECT  COLON  CANCER  EARLIER 


though  cancer  is  not  a  single  disease, 
there  are  common  elements  in  seemingly 
diverse  tumors.  For  example,  in  the  past 
year,  the  retinoblastoma  gene  has  been 
implicated  in  bone,  breast,  prostate,  and 
lung  cancer,  casting  new  light  on  the 
role  of  tumor  suppressors.  "In  human 
cancer,  the  number  of  important  onco- 
genes is  no  more  than  a  dozen.  That 
these  oncogenes  converge  on  a  small 


NEW  TOOLS  FOR  FIGHTING  CANCER 


At  least  a  dozen  companies  are 
spending  more  than  $60  million  a 
year  on  research  to  pinpoint  two 
types  of  genes  that  help  cause  cancer. 
Oncogenes  speed  the  proliferation  of 
cancer-causing  cells.  Tumor-sup- 
pressor genes  brake  the  growth  of 
such  cells — or  let  it  go  unchecked  if 
they  are  missing.  Here's  who  is  do- 
ing the  research  that  may  lead  to 
earlier  diagnosis  and  better  treat- 
ment of  cancer: 

Work  in  progress 


ONCOGENE  SCIENCE  HAS  DEVELOPED 
A  NEW  TEST  FOR  LEUKEMIA 

Companies 


ONCOGENES 

►  Basic  research 

►  Broad  research  on  diagnostic 
tests  and  drugs 

►  Diagnostic  tests  for  breast,  colon, 
cervical,  and  other  cancers,  plus 
chronic  myelogenous  leukemia 


Bristol-Myers  Squibb 

Pfizer,  Hoffmann-La  Roche,  Molecular 
Oncology,  Gen-Probe 

Triton  Biosciences,  Oncogene  Sci- 
ence, Cetus,  Oncor,  Applied  Biotech- 
nology (with  Du  Pont),  Lifecodes 


TUMOR  SUPPRESSORS 

►  Diagnostic  tests  for  retinoblas- 
toma (eye  cancer) 


Triton  Biosciences,  Oncogene  Sci- 
ence, Oncor 


DATA:  BW,  COMPANY  REPORTS 


number  of  regulatory  pathways  has  be- 
come increasingly  clear,"  says  Dr.  Rob- 
ert A.  Weinberg,  founder  of  Applied  Bio- 
technology Inc.  and  professor  of  biology 
at  MIT's  Whitehead  Institute.  "It's  not  an  ^ 
infinitely  complex  wiring  diagram." 
STRIKING  RESULTS.  New  lab  technologies 
are  helping  figure  it  out.  Most  important 
is  a  novel  technique  called  the  polymer- 
ase chain  reaction  (PCR).  Developed  at 
Cetus,  it  lets  researchers  search  out  and 
make  millions  of  copies  of  a  single  gene 
in  a  DNA  sample.  The  extra  copies  make 
it  much  easier  to  extract  the  gene  from 
among  tens  of  thousands  of  other  genes 
in  a  cell — in  just  a  few  hours.  "With  PCR, 
scientists  can  operate  with  a  level  of 
precision  that  was  inconceivable  10  years 
ago,  and  a  rapidity  that  was  unthinkable 
five  years  ago,"  says  Dr.  David  Living- 
ston, vice-president  of  the  Dana-Farber 
Cancer  Institute. 

This  shorter  timetable  is  leading  to 
striking  results.  In  the  past  four 
months,  diagnostic  tests  for  CML  have 
become  available  from  Oncogene  Sci- 
ence. Triton  Bioscience  Inc.  in  Alameda, 
Calif.,  is  in  the  midst  of  clinical  trials  of 
a  test  for  erbB-2,  the  oncogene  found  in 
breast  cancer.  Oncor,  in  Gaithersburg, 
Md.,  has  asked  the  Food  &  Drug  Admin- 
istration to  approve  a  test  for  human 
papilloma  virus,  implicated  in  genital 
cancers.  And  Vogelstein  predicts  that 
companies  will  soon  market  tests  for  ge- 
netic predisposition  to  colon  cancer, 
where  "early  detection  is  critical,  be- 
cause the  disease  is  100%  curable  before 
metastasis." 

The  new  tests  already 
have  changed  how  clini- 
cians treat  patients.  Liv- 
ingston says  advances 
in  oncogene  and  tumor- 
suppressor  gene  re- 
search lead  to  "ever 
more  decisive  diagno- 
sis." In  neuroblastoma, 
a  rare  childhood  cancer, 
determining  early  on 
the  number  of  copies  in 
tumor  cells  of  an  onco- 
gene called  the  N-myc 
gene  helps  predict  how 
well  a  child  will  respond 
to  treatment.  In  chil- 
dren with  lots  of  copies, 
Dr.  Robert  C.  Seeger  of 
Children's  Hospital  in 
Los  Angeles  forgoes 
the  low,  even  doses  of 
chemotherapy  that  nor- 
mally are  given.  In- 
stead, he  administers  a 
heavy  dose  of  chemo- 
therapy followed  by  a 
bone  marrow  trans- 
plant. Survival  after 
two  years  is  about  40%, 
he  says,  up  from  just 
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The  Mazda  626. 


At  Mazda,  we  believe  a  family  car 
should  be  more  like  one  of  the  family 
than  just  mere  transportation. 

That's  why  we  designed  our  626  to 

CRADLE  YOUR  FAMILY  IN  COMFORT.  It  HAS 
AMPLE  ROOM  FOR  FIVE,  PLUS  AN  INTERIOR 
THAT  INVITES  YOU  TO  COME  IN  AND  RELAX. 


ilNGl 


And  BECAUSE  the  advanced,  fuel 

INJECTED  2.2'LITRE  ENGINE  AND  SUPERB 
BALANCED  SUSPENSION  GIVE  YOU  EXCEPwn. 

TIONAL  POWER  AND  CONTROL,  YOU'LII  .„ 

.:PTB; 

FEEL  A  NEW  SENSE  OF  CONFIDENCE  ON  Tl 
ROAD.  A  SENSE  OF  CONFIDENCE  YOu'lI 
APPRECIATE,  ESPECIALLY  WHEN  YOU'r 


Li  1989  Mazda  Mutor  of  America,  In 


drying  precious  cargo  —  like  children. 
All  this  is  the  result  of  "Kansei 

3INEERING,"  WHICH  IS  THE  MaZDA  DESIGN 

sicept  based  on  human  feelings.  a 
mcept  best  appreciated  by  spending 
ie  time  in  this  unique  family  sedan. 
Come  see  the  Mazda  626.  Better 


YET,  BRING  THE  WHOLE  FAMILY.  ThAT  WAY, 
they'll  think  they  HAD  A  PART  IN  YOUR 

DECISION.  For  more  information  call 

THIS  TOLL-FREE  NUMBER:  1-800-424-0202. 


It  Just  Feels  Right; 


over  \%  with  conventional  treatment. 
The  same  approach  may  work  with  an- 
other oncogene,  erbB-2,  in  treating 
breast  cancer.  Fewer  copies  of  this  onco- 
gene seem  to  point  to  a  better  prognosis 
and  less  radical  treatment.  In  colon  can- 
cer, learning  how  many  tumor-suppres- 
sor genes  and  oncogenes  have  gone 
awr\'  may  soon  help  doctors  decide  on 
how  radical  surger\'  should  be. 

New  knowledge  of  genes  also  has  let 
researchers  reclassify  tumors,  since 
some  that  seem  similar  are  unrelated 
genetically  and  require  different  thera- 
pies. The  clearest  example  is  neuro- 
epithelioma, which  affects  older  children. 
Doctors  had  classified  it  as  a  100^^^  fatal 
version  of  the  ner\'e  cancer  neuroblasto- 
ma that  affects  much  younger  kids.  Ge- 
netic analvsis  at  the  XCI  bv  Mark  Israel, 


a  professor  of  neurosurgen.^  at  the  Uni- 
versity of  California  in  San  Francisco, 
proved  that  neuroepithelioma  is  a  cancer 
of  a  different  ner\-e  cell.  Treating  it  with 
drugs  used  for  genetically  similar  can- 
cers cut  mortality-  from  1005^  after  one 
year  to  less  than  20^^^  at  three  years. 
WIDE  GAP.  For  big  drug  companies,  the 
attraction  of  this  research  is  the  chance 
to  create  new  cell-penetrating  drugs  to 
block  the  "bad  proteins"  produced  by 
oncogenes.  Bristol-Myers  Squibb  Co., 
which  owns  Seattle-based  Oncogen  Inc., 
is  spending  .S8  million  a  year  on  such 
work.  Pfizer  Inc.,  which  until  five  years 
ago  had  no  cancer  products  and  spent 
nothing  on  cancer  research,  has  since 
spent  nearly  S60  million.  "We  felt  that 
the  new  biolog\"  gave  us  a  fundamental- 
ly different  point  of  view,"  says  Dr. 


George  M.  Milne,  head  of  drug  research. 
Pfizer  is  concentrating  on  the  ras  gene, 
widely  implicated  in  colon  cancer,  and  on 
erbB-2,  the  breast-cancer  gene.  Pfizer  is 
seeking  tiny  molecules  that  would  fit 
into  a  crook  of  the  bad  proteins  and 
block  their  action,  yet  lea\ing  normal 
proteins  untouched.  Last  September, 
Hoffmann-La  Roche  announced  a  five 
year.  SIO  million  collaboration  with  Ce 
tus,  also  to  pursue  the  ras  oncogene. 

The  gap  remains  wide  between  basic 
research  and  cancer  therapies.  And  nc 
one  talks  about  magic  bullets  anjTnore, 
Still,  scientists  have  started  to  unrave 
the  genetic  basis  for  cancer.  And  thai 
looks  like  the  best  hope  yet  for  conquer- 
ing the  disease. 

By  Laura  Jereski  in  Boston,  with  Saom. 
Freundlich  in  Neiv  York 


THE  CASE  OF  THE  MISSING  GENE: 
HOW  DOCTORS  TRACE  CANCER'S  FAMILY  TIES 


When  Nancy  Boover  was  18 
months  old,  her  mother  no- 
ticed the  reflection  of  a 
white  spot  behind  the  toddler's  left 
eye.  It  was  a  dime-size  tumor.  To  save 
her  life,  doctors  cut  out  the  eye.  Thirt\' 
years  later,  when  Nancy's  son  Ryan 
was  a  year  old,  the  family  ophthalmolo- 
gist spotted  tumor-cell  clusters  the  size 
of  a  pin  in  each  eye.  Doctors  at  the 
Massachusetts  Eye  &  Ear  In- 
firmary- excised  the  tumors 
with  a  laser  without  damag- 
ing Ryan's  eyes. 

"All  my  life  I'd  been  told 
my  cancer  wasn't  heredi- 
tarv\"  says  Boover,  a  comput- 
er programmer  who  lives  in 
Hampton,  N.  H.  But  she 
passed  on  to  her  son,  now 
four,  the  genetic  tendency  for 
retinoblastoma  (rb),  a  rare 
eye  cancer.  Last  month,  when 
she  gave  birth  to  twin  boys, 
she  decided  to  find  out  wheth- 
er Jordan  and  T>ier,  too,  had 
inherited  the  defect.  Her  hus- 
band, Charles,  drove  to  Bos- 
ton with  blood  samples  from 


a  revolution  in  cancer:  understanding 
that  genetic  defects  cause  the  disease. 
In  1971,  Dr.  Alfred  G.  Knudson,  a  Phil- 
adelphia pediatrician,  noticed  that  re- 
tinoblastoma not  only  appears  sponta- 
neously in  families  with  no  history^  of 
the  disease  but  also  afflicts  the  chil- 
dren of  victims.  A  child  receives  two 
copies  of  ever>-  gene,  one  each  from 
the  mother  and  father.  Because  retin- 


THE  BOOVER  TWINS  ARE  UNUKELY  TO  PASS  ON  RETINOBLASTOMA 


the  newborns.  Within  24  hours,  the  an- 
swer came  back:  negative.  That  means 
that  neither  twin  will  pass  the  defect 
on,  says  Dr.  Thaddeus  P.  Dryja,  the 
Boston  ophthalmologist  who  first 
cloned  the  rb  gene  in  1986  and  de- 
signed the  diagnostic  tests.  Nor  are 
they  particularly  susceptible  to  the 
bone  or  lung  cancer  that  tend  to  afflict 
retinoblastoma  victims. 
Dr.  Dryja's  diagnosis  is  the  result  of 


oblastoma  is  so  rare,  occurring  in  just 
200  American  children  each  year, 
Knudson  hypothesized  that  the  disease 
crops  up  only  in  kids  who  inherit  a 
copy  of  a  defective  rb  gene  and  then 
randomly  suffers  damage  to  the  other, 
or  if  both  copies  are  damaged. 

Technology,  and  the  resolve  of  a 
small  group  of  researchers,  proved 
Knudson  right.  Finding  the  culprit 
posed  a  particular  challenge:  While 


many  cancers  arise  from  mutated 
genes,  Knudson  felt  that  retinoblas 
toma  arose  when  the  rb  gene  wasn't 
there  at  all.  In  1986,  Dr.-ja,  Dr.  Ste- 
phen Friend,  and  researchers  at  Massa- 
chusetts Institute  of  Technology's 
Whitehead  Institute  cloned  the  gene, 
That  led  to  the  development  of  the  di- 
agnostic test  for  the  disease. 
POINTING  THE  WAY.  Since  then,  missing 
genes  have  been  implicated  in 
other  cancers.  Scientists  at 
MIT's  Center  for  Cancer  Re 
search  have  isolated  the  miss- 
ing gene  involved  in  Wilms' 
tumor,  a  rare  kidney  cancer, 
Researchers  at  the  University 
of  L' tab's  Howard  Hughes 
Medical  Institute  and  Balti- 
more's Johns  Hopkins  Univer- 
sity have  pinpointed  two  oth- 
ers associated  with  colon 
cancer,  the  second  leading 
cause  of  cancer  deaths  after 
lung  cancer.  Researchers  be- 
lieve that  these  so-called  tu- 
mor-suppressor genes  can 
prevent  tumor  growth  when 
present.  When  they're  miss- 
ing or  nonfunctional,  widespread  can- 
cers such  as  those  of  the  breast,  lung, 
and  colon  become  more  likely. 

"Studying  families  has  pointed  the 
way  toward  a  much  broader  under- 
standing of  cancers."  says  Dr.  Robert 
A.  Weinberg,  head  of  the  Whitehead 
lab.  For  Nancy  Boover,  that  means 
knowing  her  twins  won't  face  the  fear 
of  passing  eye  cancer  to  their  kids 

By  Laura  Jereski  in  Boston, 
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lOOVi  TAX-FREE 
100%  NO-LOAD 

Are  you  looking  for  ways  to  add  to  your  income  without  adding  to  your  taxes?  Come  to  T.  Rowe 
Price.  We've  eamed  a  reputation  as  leaders  in  municipal  investing,  currently  managing  more  than 
$3  bilhon  in  municipal  investments. 

Tax-Exempt  Money  Fund:  By  offering  stabiHty  and  daily  Hquidity  this  Fund  can  be  an  ideal 
income-producing  "parldng  place"  between  investments.  It  offers  competitive  tax-free  money 
market  yields  plus  maximum  principal  stability  by  investing  in  short-term  money  market 
municipal  securities. 

Tax-Free  Short-Intermediate  Fund:  This  Fund  offers  higher  yields  than  our  tax-free 
money  market  fund,  with  price  stabiHty  greater  than  that  of  funds  investing  in  longer  term 
municipal  securities.  To  achieve  its  objective  and  to  help  protect  principal,  we  actively  manage 
a  diversified  portfolio  of  securities  within  the  three  highest  credit  categories. 

Tax-Free  Income  Fund:  This  Fund  is  for  investors  who  can  accept  the  wider  price  fluctu- 
ations of  longer  term  bonds  in  pursuit  of  even  higher  tax-free  income.  We  manage  the  portfoHo's 
average  maturity  and  adjust  the  quaHty  range  of  its  holdings  to  minimize  price  fluctuations. 

Tax-Free  High  Yield  Fund:  if  you  are  seeldng  the  highest  tax-free  yield,  look  to  this  Fund. 
It  invests  in  long-term,  medium-to-lower  quahty  bonds  -  the  sector  of  the  municipal  market  that 
has  traditionally  rewarded  investors  with  the  highest  level  of  tax-free  income.  The  Fund's  income 
and  price  volatifrty  should  be  the  greatest  

T.  ROWE  PRICE  TAX-FREE  FUNDS 


of  all  our  tax-free  funds.  *  * 

All  ofrer  daily  Hquidity,  free  check 
writing,  $2,500  minimum  and  no  sales 
charges  of  any  kind. 


Call  24  hours 
for  current  yields 
and  a  free  information  kit 

1-800-638-5660 


T.  Rowe  Price,  515  South  Flower  Street 

Arco  Tower,  31st  Floor,  Los  Angeles,  CA  90071 

Send  the  prospectus(es)  with  more  complete  information,  including 

management  fees  and  other  charges  and  expenses,  for  the  Fund(s) 

checked  below.  I  will  read  it  carefully  before  I  invest  or  send  money. 

□  Tax-Exempt  Money  Fund     □  TaxTree  Short-Intermediate  Fund 

□  Tax-Free  Income  Fund         □  Tax-Free  High  Yield  Fund 


Name 


Address 


City/State/Zip 


TFFO 10301 


Phone  □  Home  □  Business 


Invest  With  Confidence 

TRoweftice 


Some  income  may  be  subject  to  state  and  local  taxes  Yield  will  vary  as  will  the  bond  funds'  share  price  "Some  income  may  be  subject  to  the  alternative  minimum  tax. 
.  Rowe  Price  Investment  Services,  Inc ,  Distributor 


You  may  be 
pleased  to  note 
that  the  words 
"trendy," 
"postmodern" 
and  "avant-garde" 
do  not  apply 
to  all  small 
New  York  hotels. 


THE  MARK 


86BCA 


A  New  York  Hotel  Madison  Avenue  at  East  77th  Street  (212)  744-4300  For  reservations,  call  (800)  843-6275 


evelopments  to  Watc 


ED  BY  OTIS  PORT 


iRKROOM-QUALITY  PICTURES 
FROM  A  COMPUTER  PRINTER 


Ioneywell  Inc.  and 
3M  decided  in  late 
1988  that  it  was  time  to 
stop  dithering  with  com- 
puter printers.  So  they 
teamed  up  to  develop  a 
color  printer  that  could 
produce  virtually  photo- 
graphic-quality docu- 
ments. The  result  is  Col- 
orado, a  printer  that 
spits  out  full-color  print- 
ed pages  at  the  rate  of 
[•  a  minute — and  for  just  $1.50  apiece, 
ntil  recently,  most  computer  printers  used  the  so-called 
ering  method:  Because  the  intensity  of  each  colored  dot 
.  the  same,  shading  and  hues  were  simulated  by  varying 
spacing  between  the  dots.  Thus,  pastel-colored  areas  were 
sharp  than  brightly  hued  images.  But  Colorado's  output 
:s  just  like  the  continuous-tone  reproductions  now  common 
nost  magazines,  with  varying  intensities  achieved  by  vary- 
the  size  of  the  color  dots.  And  its  resolution  is  comparable 
aser  printers:  300  dots  per  inch. 

he  key  is  SM's  dry-silver  color  technology.  Three  layers  of 
sr  halide  particles — the  same  stuff  used  for  color  film — are 
)edded  in  special  paper,  together  with  a  different  primary- 
ir  dye  in  each  layer.  After  the  paper  is  exposed  to  an 
ge,  only  heat  is  needed  to  develop  the  picture.  The  system 
expensive — around  $10,000 — so  Honeywell's  initial  targets 
the  computer-aided-design  and  medical-imaging  markets. 


HY  TEXAS  INSTRUMENTS  AND  KOBE 
HKE  A  NICE  COUPLE 


or  the  past  six  years,  the  U.  S.  financial  community  has 
thumbed  its  nose  at  high  technology.  That  has  pushed 
•e  and  more  companies  to  seek  big-stakes  equity  from 
shore  lenders.  Just  over  a  year  ago,  Texas  Instruments  Inc. 
<:  the  plunge  by  signing  a  deal  with  Hitachi  Ltd.  to  develop 
are  computer  memory  chips.  Now,  Tl  has  tapped  another 
anese  source,  Kobe  Steel  Ltd.,  for  most  of  the  $350  million 
nil  take  to  build  a  world-class  chip  factory  in  Japan. 
[ohe  Steel,  which  anticipates  revenues  of  more  than  $9 
on  in  fiscal  1989,  dreams  of  becoming  a  microelectronics 
it.  But  it  sees  little  future  in  butting  heads  in  the  fiercely 
ipetitive  business  for  computer  memory  chips.  That  dove- 
3  nicely  with  Tl's  strengths  in  other  markets,  including  so- 
ed  logic  chips  and  the  semicustom  designs  known  as  ASICs. 
!se  will  be  the  new  plant's  primary  products  when  it  starts 
in  1992.  Although  Tl  will  sell  all  the  chips  under  its  name, 
36  Steel  is  the  joint  venture's  majority  partner. 


JAPANESE  INDUSTRY  RIPE 
R  SOME  SOUL-SEARCHING? 


'he  faculty  of  Massachusetts  Institute  of  Technology  lam- 
basted U.  S.  industry  in  Made  in  America,  published  last 
.r.  Readers  of  the  book  had  no  trouble  discerning  that  its 
i  referred  not  to  a  once-proud  manufacturing  heritage  but 
the  problems  that  have  been  plaguing  the  U.  S.  for  more 


than  a  decade.  According  to  the  scientists  and  economists  at 
MIT,  a  myopic  America  had  mainly  itself  to  blame  for  failing  to 
adapt  to  radical  changes  in  the  global  marketplace. 

But  now  the  mit  task  force  says  Japan,  too,  could  use  a  stiff 
dose  of  ruthless  self-examination.  Closed  markets  and  unfair 
trading  practices  may  not  have  triggered  America's  decline, 
but  they  exist  nonetheless.  To  encourage  Japan  to  deal  with 
these  issues,  an  MIT  delegation  recently  visited  Tokyo  and 
challenged  that  country's  leaders  to  do  their  own  Made  in 
Japan.  The  idea  was  roundly  denounced  by  some  officials  of 
the  Ministry  of  International  Trade  &  Industry,  who  insisted 
that  Japan's  markets  are  now  just  as  open  as  America's.  Other 
senior  officials,  however,  including  one  top  MITI  executive  and 
a  ranking  Japanese  trade  negotiator,  supported  the  idea,  says 
Michael  L.  Dertouzos,  the  MIT  computer  scientist  who  heads 
the  study  group.  "If  it's  done  objectively,  I  think  it  would  help 
move  them  closer  to  us — and  us  closer  to  them,"  he  adds. 


SILICON  HOLDS  ITS  OWN,  EVEN 
IN  SUPER-SPEEDY  CIRCUITS 


lon't  count  silicon  out  just  yet.  When  it  comes  to  tomor- 
row's ultrafast  computer  chips,  most  research  aimed  at 
super-speedy  circuits  is  concentrating  on  exotic  "compound 
semiconductors"  such  as  gallium  arsenide  and  indium  gallium 
arsenide.  But  IBM  scientists  have  just  proved  why  silicon  will 
probably  stay  in  the  running  for  years  to  come. 

In  mid-March,  the  company  announced  that  it  had  fabricated 
experimental  silicon-based  transistors  that  can  switch  on  and 
off  an  incredible  75  billion  times  every  second — a  thousand 
times  faster  than  today's  commercial  chips.  The  transistors 
aren't  pure  silicon;  they're  made  with  a  tiny  amount  of  germa- 
nium, the  element  used  for  the  very  first  integrated  circuit  30 
years  ago.  But  this  requires  only  one  additional  processing 
operation.  With  gallium-based  materials,  many  new  chipmak- 
ing  techniques  must  be  implemented,  and  so  far  they  are  much 
less  efficient  than  established  methods.  Still,  the  latest  galli- 
um-based transistors  are  even  faster.  AT&T  Bell  Laboratories 
has  gotten  them  up  to  around  250  billion  cycles  a  second. 


IT  ATTACKS  BARNACLES  AT  SEA 
—AND  CRIME  ON  LAND 


What  would  inner-city  police  departments  want  with  an 
expensive  underwater  cutting  torch?  If  the  orders  for 
the  $1,300  tools  had  come  from  harbor  police,  it  wouldn't  have 
been  surprising.  But  after  Thermadyne  Industries  Inc.'s  Ar- 
cair  division  in  Wichita  sold  several  torches  to  inland  police, 
curiosity  got  the  better  of  its  marketers.  What  they  discovered 
was  surprising — and  led  to  a  new  business. 

Dubbed  Slice,  the  torch  was  developed  for  such  tough  jobs 
as  cutting  pipes  at  deep-sea  drilling  rigs  or  clearing  oil  plat- 
forms of  encrusted  barnacles.  But  it  turns  out  that  in  the  open 
air,  Slice  is  also  just  about  the  slickest  way  to  cut  through  the 
metal  doors  and  barricades  favored  by  drug  dealers  and  crack 
houses.  Arcair  has  now  sold  several  hundred  torches  to  vari- 
ous law-enforcement  agencies,  including  the  FBI. 


ICE  &  TECHNOLOGY 
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LONG  COMMUTE:  CEO  STEWART  LIVES  IN  A  CONCRETE  HOUSE  IN  FLORIDA  AND  SPENDS  ONE  WEEK  A  MONTH  AT  LONE  STAR'S  CONNECTICUT  OFFICES 
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THERE  ISN'T  MUCH  CEMENT 
HOLDING  LONE  STAR  TOGETHER 


James  Stewart's  way  to  patch  up  the  bottom  line  was  to  sell  off  assets.  Now,  little  is  left  to  sell 
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"If  you  can't  make  a  profit  on  the  ap- 
ples, sell  the  oranges, "  was  the  advice 
of  one  of  our  board  members.  The  "ap- 
ples"— ceme?it  and  concrete — were  af- 
fected by  depressed  prices,  the  "or- 
anges"— real  property  ayid  fixed 
assets — helped  render  a  profit. 

— ^James  E.  Stewart,  chairman  and 
chief  executive  officer,  Lone  Star  Indus- 
tries Inc.,  in  a  letter  to  shareholders  in 
the  1983  annual  report. 

If  ever  there  were  a  clearer  statement 
of  the  credo  of  Lone  Star  Industries, 
the  nation's  largest  cement  manufac- 
turer, it  was  this  parable.  Lone  Star  still 
makes  cement.  But  more  than  anything 
else,  Jim  Stewart's  Lone  Star  is  preoccu- 
pied with  selling  assets.  As  a  result,  this 
once-prosperous,  growing  company  is 
shrinking  dramatically  while  other  ce- 
ment producers,  domestic  and  foreign, 
are  expanding  in  the  vital  business  of 
supplying  the  materials  needed  to  re- 
build the  nation's  infrastructure. 
Lone  Star's  goal  has  been  to  become 


leaner  and  more  profitable.  Instead,  it 
has  just  gotten  scrawny.  A  company 
that  in  1986  pulled  in  revenues  of  over 
$1  billion  from  a  network  of  plants  from 
Littleton,  Mass.,  to  Halawa,  Hawaii,  has 
seen  sales  cut  in  half  and  earnings  evap- 
orate like  a  puddle  of  water  on  a  hot 
sidewalk.  Gone  are  a  host  of  facilities 
that  had  been  the  company's  bread  and 
butter — ready-mbc  concrete  in  Seattle, 
sand  and  gravel  in  Texas,  and  barges 
that  hauled  tall  mounds  of  the  powdery 
stuff  down  the  Hudson  River. 

In  only  the  past  four  years.  Lone  Star 
has  sold  some  $600  million  worth  of  as- 
sets— to  the  widespread  acclaim  of  bro- 


The  company  has  made  a 
complicated  mess  for  itself. 
It's  the  most  frustrating 
stock  I've  ever  owned' 


kerage-house  analysts  and  a  throng  o 
pension  funds  and  other  major  stocl 
holders.  Until  recently,  few  analyst 
questioned  the  fundamental  strategj 
After  all,  the  asset  sales  produced  pro: 
its  that  sustained  the  company's  majo 
investment  appeal — a  steady,  reliabl 
dividend  that  gave  Lone  Star  a  yield  o: 
ten  exceeding  7%. 
NO  DIVIDEND.  But  as  revenues  and  pro: 
its  shriveled,  the  dividend  became  harde 
to  justify.  Now,  it's  gone.  In  yet  anothe 
bid  to  slim  down  and  generate  mor 
profits.  Lone  Star  is  putting  up  for  sal 
about  $400  million  of  its  assets.  On  Mai 
15,  the  company  reported  it  is  taking 
write-off  for  1989  of  $258  million,  mostl 
losses  expected  from  the  sales.  As  a  n 
suit,  bank  loan  covenants  require  cance 
lation  of  the  dividend. 

Lone  Star's  stock  price  has  also  bee 
downsized — by  50'7r  since  October.  Som 
ox  the  company's  institutional  sharehol( 
ers,  who  own  about  half  of  its  stool 
have  dumped  their  shares.  The  secom 
largest  institutional  holder,  Delawar 
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nagement  Co.,  has  sold  its  remaining 
statce  in  just  the  past  few  weeks.  The 
iouts  are  fuming.  "The  company  has 
ie  a  comphcated  mess  for  itself," 
s  Stephen  W.  Boesel,  president  of  the 
Rowe  Price  Growth  &  Income  fund, 
I  a  major  shareholder.  "It's  the  most 
strating  stock  I've  ever  owned." 
nterviews  with  past  and  present  com- 
y  officials  and  directors  portray  Lone 
r  as  a  company  that  has  spun 

of  control  while  a  prestigious 

passive  board  of  directors 
ced  on  silently.  Former  execu- 
:s  contend  that  the  68-year- 

enigmatic  Stewart  is  enam- 
d  of  the  mechanics  of 
Imaking,  tolerates  little  dis- 
t  when  it  comes  to  making 
Is — and  is  obsessed  with  pay- 

the  dividend,  which  they  say 
■easingly  motivated  the  sales, 
tewart]  equated  making  the 
ik  look  good  and  paying  the 
idend  with  success,"  com- 
ns  one  former  key  executive. 
DATEGIC  MISTAKES.'  Critics 
)  beef  that  the  deals  weren't 
y  lucrative  for  Lone  Star, 
me  Star  made  serious  strate- 

mistakes  because  they  sold 
lable  assets  so  cheaply,"  says 
athan  Goldfarb,  an  analyst  at 
rrill  Lynch  &  Co.  Such  barbs 

dismissed  by  company  offi- 
s,  who  point  out  that  the 
Is  were  profitable  for  the 
ipany.  They  say  Lone  Star 
id  it  to  shareholders  to  pay 

dividend  as  long  as  possible, 
e  were  paying  the  dividend 
Ie  waiting  for  economics  to 
nge,"  says  Stewart. 
(One  Star's  struggle  to  main- 
I  operating  profits  in  recent 
rs  contrasts  markedly  with 

strength  of  its  largest  com- 
itors.  Merrill  Lynch's  Gold- 
b  says  that  of  the  major  ce- 
lt companies,  only  Lone  Star 
;  sold  attractive  assets  in 
Ithy  markets,  and  that  most 
er  cement  producers  have 
n  reporting  improved  operat- 

results.  Lafarge  Corp.,  which 
18%  owned  by  Lafarge  Coppee 
France,  for  example,  has  en- 
sd  rising  earnings  and  reve- 
!S  during  the  past  few  years, 
'hrough  most  of  its  history, 
le  Star,  too,  was  a  picture  of 
Jth.  The  company  has  its  roots  not  in 

Lone  Star  State  but  in  New  York 
y,  where  it  was  founded  as  Interna- 
lal  Cement  Co.  in  1919.  Started  by 
estment  bankers.  Lone  Star  expanded 
T  the  decades  by  acquiring  regional 
rient  companies  from  coast  to  coast, 
wart  entered  the  scene  in  1971,  when 

company  acquired  National  Building 


Centers,  a  chain  of  home-improvement 
stores  that  had  its  start  in  a  Minneapolis 
lumberyard  founded  by  Stewart's  fa- 
ther. The  Lone  Star  deal  made  Stewart 
the  company's  largest  single  sharehold- 
er. He  took  charge  in  1978 — and,  before 
long,  went  on  a  buying  spree. 

Stewart  moved  boldly.  Anticipating  a 
shortage  that  would  drive  up  cement 
prices  to  $100  a  ton,  Stewart  sold  off  the 
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lumberyards  and  doubled  the  company's 
cement  capacity  by  1982,  with  the  acqui- 
sition of  Marquette  Co.  from  Gulf  & 
Western  Inc.  But  the  guess  was  wrong. 
Cutthroat  foreign  competition  kept  ce- 
ment prices  hovering  at  about  $50  a  ton. 
In  1983,  Lone  Star  began  "reposition- 
ing"— its  term  for  asset  sales. 
Apart  from  selling  assets  outright. 


Lone  Star  sold  assets  to  joint  ventures. 
These  are  a  world  apart  from  the  more 
familiar  joint-venture  partnerships 
formed  by  two  companies  to  pool  assets 
to  expand  operations.  In  most  cases, 
Lone  Star  would  sell  the  cement  plants 
to  the  joint  venture  and  retain  an  inter- 
est— usually  50%.  Lone  Star's  partners 
in  these  ventures  included  some  of  the 
world's  major  cement  producers,  such  as 
Tarmac  PLC  and  RMC  Group  PLC 
of  Britain  and  Japan's  Onoda  Ce- 
ment Ltd.,  as  well  as  domestic 
competitor  Southdown  Inc.  The 
idea  was  to  get  an  immediate  in- 
fusion of  profits  to  bolster  the 
bottom  line,  while  ensuring  a 
stream  of  income — albeit  vastly 
reduced — from  the  operations. 
CASH  cow.  Some  of  the  compa- 
ny's most  lucrative  assets,  such 
as  its  Northern  California  plants, 
were  made  part  of  these  joint 
ventures.  They  became  profit 
centers  as  operating  income 
from  the  company's  core  opera- 
tions dried  up.  Joint-venture 
profits  rose  from  $5.9  million  in 
1984  to  $33  million  in  1988.  Oper- 
ating income  declined  from  a 
gain  of  $114  million  in  1984  to  a 
loss  of  $14  million  in  1988  and  a 
$12.8  million  deficit  during  the 
first  nine  months  of  1989,  the 
most  recent  period  for  which  fig- 
ures are  available. 

The  asset  sale  that  epitomized 
the  pitfalls  of  Lone  Star's  strate- 
gy, company  sources  say,  was 
the  decision  in  late  1988  to  dis- 
pose of  the  company's  40%  stake 
in  a  joint  venture  with  Tarmac. 
The  venture  included  aggregate 
and  concrete  plants  in  Virginia, 
North  Carolina,  and  South  Caro- 
lina. The  plants  were  a  cash 
cow — operating  at  a  low  cost  in 
an  area  with  a  growing  economy 
and  good  cement  demand.  But 
the  stake  was  sold — thereby 
safeguarding  the  dividend.  How- 
ever, the  proceeds  were  not  cash 
but  illiquid  preferred  stock  that 
has  been  carried  on  the  compa- 
ny's books  at  $188  million.  As 
part  of  the  current  spate  of  asset 
sales,  the  company  is  trying  to 
sell  this  stock — at  an  anticipated 
loss  of  about  $20  million. 

Despite  Lone  Star's  poor  oper- 
ating earnings,  it  has  been  the 
subject  of  frequent  takeover  rumoi's. 
They  have  never  panned  out.  One  rea- 
son: In  the  event  of  a  buyout.  Lone  Star 
may  lose  its  share  of  the  joint  ventures. 
Some  of  the  partnership  agreements  say 
that  the  other  partners  have  the  right  to 
buy  Lone  Star's  interest  at  book  value — 
or  at  just  80%  of  book — if  the  ownership 
of  Lone  Star  changes.  The  effect,  com- 
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pany  officials  say,  is  to  provide  addition- 
al insurance  against  a  takeover.  The 
company  already  has  conventional  take- 
over defenses  in  place,  so  the  venture 
provisions  were  icing  on  the  cake. 
"We've  done  everj1:hing  we  can  do  to 
preserve  the  corporation  as  it  is,"  notes 
Re.x  D.  Cross,  a  12-year  veteran  of  the 
board  of  directors.  The  company  has 
never  disclosed  the  details  of  its  joint- 
venture  agreements. 
LUSH  LIFE.  Stewart  has  rankled  some  of 
his  underlings  by  his  frequent  absences 
from  corporate  headquarters  in  Stam- 
ford, Conn.  Stewart  lives  more  than 
1,300  miles  from  Stamford,  in  a  concrete 
house  on  Indian  Creek  Island,  Fla.  As  a 
result,  he  runs  up  travel  expenses,  in- 
cluding hotel  bills  in  New  York  City  that 
sources  put  at  as  much  as  $2,000  a  night. 
Parked  outside  his  home  is  a  company 
helicopter  for  his  exclusive  use.  At  the 
airport  is  a  BAC  111  jet,  comparable  in 
size  to  a  DC-9  jetliner.  Yet  current  and 
former  executives  say  that  he  often  flies 
in  it  alone — elevating  his  expense  ac- 
count to  over  SI  million  a  year,  one 
source  says.  Asked  for  comment.  Lone 
Star  will  only  say  that  Stewart  "travels 
on  business  a  great  deal"  in  the  U.  S. 
and  abroad.  Stewart  concedes  that  he 
spends  just  a  week  each  month  at  the 
company,  but  says:  "I  don't  nursemaid 
[Executive  Vice-President]  Carmine  Mur- 
atore  or  [President]  Bill  Troutman.  We 
decide  what's  going  to  be  done.  I  don't 
look  over  their  shoulders." 

Stewart's  allegedly  lavish  perks  and 
his  asset-sale  strategy  have  apparently 
not  troubled  Lone  Star's  board,  which 
has  never  waivered  in  its  support  of 
Stewart.  Among  the  ranks  of  board 
members  are  such  prominent  citizens  as 
Robert  S.  Strauss,  former  chairman  of 
the  Democratic  National  Committee; 
Dwayne  0.  Andreas.  CEO  of  Archer  Dan- 
iels Midland  Co.;  and  Allen  E.  Puckett. 
former  chairman  of  Hughes  Aircraft  Co. 
One  of  the  directors.  Cross,  received 
•S125.000  in  consulting  fees  in  1989  from 
Lone  Star,  while  another.  Minneapolis 
attorney  Sheldon  Kaplan,  is  head  of  a 
law  firm  that  was  paid  nearly  81.3  mil- 
lion for  legal  services  in  1989  and  similar 
amounts  in  previous  years.  Kaplan  and 
Cross  are  two  of  the  four  members  of 
the  board's  executive  committee,  which 
is  chaired  by  Stewart.  Both  men  deny 
that  the  payments  compromised  their 
independence. 

Oddly,  the  company  has  regularly  dis- 
closed the  fees  it  has  paid  to  Cross  and 
Kaplan's  firm  but  no  longer  discloses 
the  legal  fees  paid  to  Strauss  s  Washing- 
ton law  firm,  Akin,  Gump,  Strauss, 
Hauer  &  Feld.  Strauss  joined  Lone 
Star's  board  in  1981.  According  to  proxy 
statements  filed  at  the  time.  Lone  Star 


LOHE  STAR'S  MAJOR 
ASSET  SALES 

►  Cement  plants  in  Dixon,  111.,  and  Stei- 
lacoom.  Wash.,  a  fleet  of  Hudson  River 
barges,  operations  in  Seattle  and  Texas, 
and  a  50%  stock  interest  in  Reed  Minerals 
Proceeds:  $90  million  in  cash  and  notes 

►  Cement  plants  in  Seatde  to  .^sh  Grove 
Cement,  and  in  Catskill,  N.Y..  to  Holder- 
bank  Financiere  Claris  in  Switzerland. 
Also  sold  concrete  facilities  in  Texas 
and  Florida 

Proceeds:  $1 78.5  million 

►  Cement  plant  in  Maryland  to  Holder- 
bank,  and  aggregate  and  concrete  opera- 
tions in  South  Texas 

Proceeds:  $92.97  million  in  cash  and 
notes  and  assumption  of  $1.8  million  in 
Lone  Star  debt 

►  Cement  and  other  operations  in  the 
South  to  a  joint  venture  with  Britain's 
Tarmac.  Company  keeps  a  60%  interest 
Proceeds:  $236.8  million  in  cash 

►  Pacific  Northwest  concrete  and  aggre- 
gate operations  to  a  joint  venture  witii 
Onoda  Cement  of  Japan.  Lone  Star  re- 
tains a  50%  interest 

Proceeds:  $56.4  million 

►  Concrete  and  cement  operations  in 
Northern  California  to  a  joint  venture 
with  a  subsidiar\'  of  RMC  Group  of 
Great  Britain.  Lone  Star  retains  a  50% 
interest 

Proceeds:  $110  million  in  cash  and  as- 
sumed Lone  Star  liabilities 

►  Sells  to  Tarmac  its  40%  interest  in 
their  joint  venture 

Proceeds:  $188  million  in  preferred  stock 

►  Sells  to  Onoda  most  of  its  50%  inter- 
est in  the  Pacific  Northwest  joint  ven- 
ture. Also  a  50%  interest  in  a  Long 
Beach  cement  terminal  and  in  a  Kansas 
City  concrete  operation 

Proceeds:  $97  million,  plus  an  undis- 
closed sum  for  the  Kansas  City  operation 

DATA;  COMPANY  REPORTS 


paid  Akin  Gump  S450,000  to  $500,000  a 
year  from  1980  to  1983.  But  beginning  in, 
1984.  the  company  began  disclosing  only] 
the  $50,000  minimum  retainer  to  Aki: 
Gump.  "I'm  sure  v,'e  were  paid  far  more 
than  $50,000  a  year,  because  we  do  a  lot 
of  legal  work  for  them,"  says  Strauss 
The  company  will  only  say  that  disclos 
ing  Akin  Gump's  fees  is  not  required  byi 
federal  disclosure  rules — something  con- 
firmed by  Securities  &  Exchange  Com- 
mission officials. 
'BEST  JEWELS.'  The  board's  loyalty  wil' 
be  especially  significant  in  the  even' 
a  potential  acquirer  is  willing  to  pu 
in  a  bid  for  the  company  despite  th 
joint-venture  provisions.  As  recountei 
by  one  director,  the  Lone  Star  boan 
proved  its  devotion  to  Stewart's  manag 
ment  quite  recently:  Last  July,  an  in- 
vestor from  Hawaii.  Harry  'Weinberg] 
bought  a  5'f  stake  in  Lone  Star  an 
was  widely  believed  to  be  eyeing  thi 
company. 

According  to  Cross,  that  proved 
be  the  catalyst  for  board  approval,  lai 
in  November,  of  the  wide-ranging  "n 
structuring" — the  impending  .$400  mil 
lion  asset  sales,  which  caused  the  mam- 
moth loss  in  1989  and  fueled  the  shan 
price  drop.  "We  decided  it  was  ai 
opportune  time  to  do  it  We  had  peopi 
in  who  were  looking  at  the  corporation,' 
Cross  said  in  an  inteniew.  "Weinber 
and  those  kinds  of  things  crj'stallizei 
the  board's  thinking  on  the  restructure 
ing."  Asked  for  comment  on  Cross's  as 
sertions.  Lone  Star  said  in  a  statemen 
that  Cross  denies  making  the  remarks 
Cross  did  not  return  additional  calif 
from  BUSINESS  WEEK. 

Stewart  defends  the  restructuring' 
"Now,  we're  stopping  to  get  anothe; 
breath,  regroup,  and  line  up.  We  havi 
now  left  over  a  tremendous  collection  o: 
the  best  jewels."  But  which  jewels'?  Or| 
Mar.  8.  Lone  Star  said  the  asset  sale! 
had  begun — and  were  including  the  sal 
of  most  of  the  company's  50'c  interest 
Lone  Star  Northwest,  a  Seattle-base 
joint  venture  with  Japan's  Onoda.  Bu 
Lone  Star  had  previously  said,  in  a  pre| 
sentation  to  analysts  when  the  asse' 
sales  were  announced  in  November,  tha' 
it  would  keep  its  stake  in  the  venture.  I 
said  the  joint  venture  was  experiencinj| 
"rapid  profit  improvement."  When  r 
comes  to  Lone  Star's  assets,  says  Cross' 
"Anxthing  I've  got  is  for  sale.  You'v(' 
just  got  to  arrive  at  a  price." 

So  it  would  seem  that  Lone  Star 
still  in  the  business  of  selling  asset' 
while  other  cement  companies  sell  ce 
ment.  They're  like  apples  and  oranges—' 
a  distinction  that  has  long  been  ignore<: 
at  Lone  Star  Industries. 

By  Lisa  Driscoll  in  Stamford.  Conn, 
and  Gary  Weiss  in  .Xeir  York 
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lON'T  LOOK  NOW,  BUT 
MALL-CAPS  ARE  IN  BLOOM 


d  by  technology  stocks,  the  little  guys  quietly  rally 


^  ided  by  a  surging  dollar,  the  Dow 

5^  Jones  industrial  average  has  sur- 
prised  investors  by  climbing  over 

I  points  in  less  than  four  weeks.  But 

?ond  the  blue-chip  headlines,  there's 

even  more  remarkable  story:  a  rally 

small-company  stocks,  which  have 

ged  for  so  long  that  many  investors 

1  written  them  off  as  hopeless. 

lince  Feb.  1,  the  Russell  2000  index,  a 

lad  measure  of  the  small-capitaliza- 

1  stocks,  has  gained  more  than  &/' , 

ile  the  Standard  & 

)r's  500-stock  index, 

I   widely  followed 

asure    of  big-cap 

cks,  is  up  a  little 

re    than    3%.  "I 

uldn't  be  surprised  if 

i  small-cap  stocks 

)t  moving  up  very 

ietly,"  says  Donna 

der,  portfolio  man- 

3r  of  Oppenheimer 

;covery  Fund.  "By 
time  everyone  real- 

3  how  well  they're 

ng,  it  will  be  eight 

nths  from  now." 

)f  course,  it's  a  little 

m  to  declare  that  the 

ly  in  small-company 

cks  will  have  staying 

ver.  But  the  signs 
encouraging.  Tech- 

ogy  issues — which 
the  traditional  lead- 
in  emerging  growth 

cks — are  out  in  front 

the  pack.  Secondary 

srgy  stocks,  such  as 

Hers  and  their  suppli- 

,  have  also  boomed. 

5  SOON?  Steven  Gold- 

in,  a  market  analyst 

Knight-Ridder  Trade- 

iter,  says  that  there 

s  been  a  flood  of  new  money  going 

3  over-the-counter  stocks  in  the  past 

■ee  weeks,  reversing  a  six-month 

vntrend.  And,  he  adds,  the  advance- 

;line  line,  a  measure  of  how  many 

cks  are  participating  in  the  rally,  has 

;n  climbing  for  weeks.  In  contrast. 
Big  Board  advance-decline  line  is 

1  in  a  rut.  "A  lot  of  people  think  the 

2  market  is  dead,"  says  Goldstein, 
tiey're  going  to  be  surprised." 


Although  not  yet  buying  in  large  num- 
bers, pension-plan  sponsors  are  scouting 
the  small-stock  terrain.  "Last  year,  we 
conducted  twice  as  many  searches  for 
small-stock  managers  as  in  1988,"  says 
Chris  Schwartz,  an  analyst  at  pension- 
fund  consultant  SEI  Corp.  Edwin  Powell, 
who  runs  the  small-cap  portfolios  for 
Provident  Capital  Management,  says 
more  sponsors  will  give  him  a  hearing 
nowadays,  but  they're  slow  to  sign  on. 
"They  fear  it's  too  early,"  he  says.  "But 
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too  early  is  better  than  too  late.  When 
these  stocks  take  off,  they  really  move." 

The  hesitation  is  understandable.  Over 
six  decades,  small-company  stocks  re- 
turned 12.2%  a  year  vs.  10.3%'  for  the 
majors.  But  since  1983,  secondaries  beat 
the  big  boys  only  in  1988.  Yet  the  forces 
that  favored  big  over  small  in  the  1980s 
have  weakened.  Investment  bankers  and 
corporate  raiders  sought  bigger  and  big- 
ger profits  by  stalking  larger  and  larger 


companies.  Many  companies  dodged 
takeovers  by  going  private  in  leveraged 
buyouts  or  by  repurchasing  shares. 
Now,  that  trend  is  winding  down. 

In  the  late  '80s,  large  companies  bene- 
fited more  than  smaller  ones  from  the 
dollar's  decline  and  the  cut  in  corporate 
tax  rates.  "That  gave  big  companies  an 
earnings  kick  that  smaller  ones  didn't 
get,"  says  Claudia  Mott,  a  quantitative 
analyst  for  Prudential-Bache  Securities 
Inc.  "But  those  forces  are  spent,  too." 
LESS  DEBT.  Now,  Smaller  companies 
have  the  wind  at  their  backs.  While  the 
sluggish  economy  will  flatten  profit 
growth  this  year,  the  earnings  of  many 
small  companies  are  still  projected  to 
climb — especially  niche  companies  in 
fast-growing  markets.  Take  Bl  Inc., 
which  makes  electronic  "tethers"  for 
prisoners  and  parolees.  Calder  expects 
per-share  earnings  of  35<t  for  the  June  30 
fiscal  year  and  50$  for  next  year. 
"We  expect  double-digit  earnings 
growth  for  our  compa- 
nies," says  John  La- 
porte,  who  runs  the  T. 
Rowe  Price  New  Hori- 
zons Fund.  Among  his 
holdings:  high-tech  out- 
fits such  as  Chips  & 
Technologies  and  Le- 
gent  (page  68);  Medco 
Containment  Services,  a 
mail-order  pharmacy; 
and  Shoney's,  a  restau- 
rant chain. 

And  should  the  econo- 
my falter,  small  compa- 
nies may  fare  better  be- 
cause they're  less 
leveraged.  At  yearend, 
debt  was  40%  of  capital 
for  the  1,000  biggest 
companies  but  only  32%' 
for  the  next  2,000.  His- 
tory is  on  their  side, 
too.  In  five  of  the  last 
six  recessions,  small-cap 
stocks  kept  up  or  best- 
ed the  big  names. 

What's  still  missing 
from  the  small-cap  are- 
na is  a  groundswell  of 
interest  from  individual 
investors.  But  a  new 
and  powerful  force  is 
emerging:  the  corporate 
investor.  "Big  compa- 
nies will  look  to  the  smaller  companies 
as  strategic  acquisitions,"  says  Stephen 
Lieber,  who  runs  the  Evergreen  Fund. 
On  Mar.  16,  Gambro,  a  Swedish  medical- 
equipment  maker,  announced  a  $253  mil- 
lion, or  $37-a-share  acquisition  of  COBE 
Laboratories.  The  stock  traded  at  21  pri- 
or to  the  deal.  If  such  buyouts  prolifer- 
ate, it  will  give  the  small-cap  stocks  a 
boost  like  they  haven't  seen  in  years. 
By  Jeffrey  M.  Ladennan  in  New  York 
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BY  GENE  G.  MARCIAL 

IS  CHEMICAL  BANK 
ON  SANDY  WEILL'S 
WISH  LIST? 


When  word  leaked  out  in  late 
February  that  Primerica's 
Smith  Barney,  Harris 
Upham  unit  had  considered  merging 
with  Shearson  Lehman  Hutton,  the 
smart-money  crowd  began  to  see  "a 
new  Primerica."  The  aborted  Smith 
Barney-Shearson  deal  signaled  that 
Chairman  Sandy  Weill  is  ready  to 
break  out  to  bigger  things.  That 
sparked  the  pros  to  start  scooping  up 
Primerica  shares. 

Although  the  overall  outlook  for  Pri- 
merica is  bright,  investors  had  been 
wary  of  Wall  Street  stocks  in  part  be- 
cause of  Drexel  Burnham  Lambert's 
collapse.  But  now,  speculation  about 
Primerica,  which  provides  services  in 
insurance,  consumer  finance,  broker- 
age, and  asset  management,  has  fo- 
cused on  where  Weill  will  strike  next. 

Whispers  are  that  Weill  is  eyeing  a 
few  depressed  New  York  money-center 
banks,  most  of  which  have  huge  expo- 
sure in  risk-laden  real  estate  and  lever- 
aged deals.  One  possible  target:  Chemi- 
cal Banking,  currently  down  to  a  low 
of  24.  (The  stock's  52-week  high  is  4L) 
One  New  York  investment  manager 
believes  Weill  wants  to  get  into  com- 
mercial banking  in  anticipation  of  the 
dismantling  of  the  Glass-Steagall  Act 
of  1933.  That  law  prohibits  commercial 
banks  from  owning  brokerage  houses 
or  engaging  in  investment-banking  ac- 
tivities such  as  underwriting  securities. 
PIVOTAL  PLAY.  A  commercial  bank 
would  be  a  good  strategic  partner  for 
Weill,  says  the  pro,  providing  a  pivotal 
extension  of  Primerica's  financial-ser- 
vice operations.  In  1986,  Weill  attempt- 
ed to  buy  BankAmerica  but  was  re- 
buffed. Chemical  would  be  a  fine  fit, 
says  the  New  York  manager,  because 
it  has  a  wide  branch  system,  good  mid- 
dle-market funding,  and  a  strong  con- 
sumer-deposit base.  "It's  a  smaller 
BankAmerica  situation,"  he  says. 

This  manager  insists  that  Weill 
hasn't  given  up  on  Shearson.  "It  could 
still  end  up  in  Weill's  hands,"  says  one 
New  York  investment  manager.  Once 
Shearson— which  is  being  integrated 
into  parent  American  Express — is 
pruned  down  to  size  by  AmEx  "and  its 
balance  sheet  cleaned  up,"  he  says, 
"Weill  may  take  another  crack  at  it." 
Analysts  who  are  bullish  on  Primer- 


PRIMERICA  SHARES 
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ica  base  their  buy  recommendation  on 
the  company's  "four  principal 
strengths":  expected  earnings  momen- 
tum of  IS7(  to  209f  for  this  year  and 
next,  highly  motivated  management, 
strong  asset  quality  and  reserves,  and 
healthy  core  businesses  such  as  Com- 
mercial Credit  and  A.  L.  Williams  in- 
surance, which  accounted  for  55%  of 
last  year's  earnings.  Chemical  declined 
comment.  Weill  insists  that  he  "isn't 
looking  to  go  into  commercial  bank- 
ing." And  that  as  it  stands  now,  he 
says  the  Shearson  deal  is  over.  But 
"you  should  never  sav  never." 


PEPSICO'S  EARNINGS 
ARE  TURNING  SWEET 


With  takeover  acti\ity  slow- 
ing, earnings  growth  is 
starting  to  count  for  more. 
That  could  move  PepsiCo  to  center 
stage.  Most  analysts  think  PepsiCo  will 
earn  a  nifty  S4.85  a  share  for  1981,  up 
from  an  estimated  $4.05  this  year  and 
$3.40  last  year.  But  PaineWebber's 
Manny  Goldman,  a  veteran  beverage- 
industrj'  analyst,  is  even  more  bullish. 
Goldman  is  convinced  that  earnings 
will  pop  next  year  to  $5.05  a  share. 

For  such  a  stalwart  blue  chip,  Pepsi- 
Co's  stock,  currently  trading  at  61,  is 
cheap,  says  Goldman.  The  shares  are 
selling  at  a  big  discount  to  what  the 
company  is  worth,  he  maintains.  Gold- 
man is  betting  that  the  stock  will  race 
up  to  75  over  the  next  6  to  12  months. 

Apart  from  soft  drinks  and  snacks, 
PepsiCo  owns  Pizza  Hut,  Taco  Bell, 
and  Kentucky  Fried  Chicken.  True,  the 
continued  weakness  of  the  Kentucky 
Fried  Chicken  unit,  whose  earnings 


slumped  7%  in  1989,  is  a  negative.  But 
Goldman  thinks  other  factors  far  out- 
weigh it.  They  include: 

■  The  bottling  operations  that  PepsiCo 
bought  from  General  Cinema  in  March, 
1989,  for  $1.7  billion  will  be  a  bigger 
■earnings  contributor  in  1991.  The  en- 
tire bottling  unit  should  contribute  10% 
to  earnings  next  year,  up  from  3.4% 
three  years  ago. 

■  PepsiCo's  international  snack  foods, 
whose  profits  rose  23%  on  a  22%  sales 
gain  last  year,  should  do  even  better  in 
the  years  ahead.  They  are  expected  to 
contribute  10%  of  earnings  next  year, 
up  from  an  estimated  7%  in  1990. 

■  A  drop  in  interest  expense  to  $455  j 
million  next  year,  from  an  estimated 
$515  million  in  1990.  Over  the  next 
three  years,  Goldman  expects  interest 
costs  to  dip  below  $200  million.  That 
trend  should  help  boost  PepsiCo's  free 
cash  flow  to  $670  million  in  1991  from  | 
an  estimated  $.540  million  in  1990.  He  I 
believes  that  after  cutting  down  debt,  [ 
PepsiCo  will  repurchase  shares. 


A  TYKE  WITH  BIG 
BUDDIES  IN  JAPAN 


Tiny  Standard  Microsystems,  with 
revenues  of  $71.6  million,  has  re- 
cently signed  strategic  manufac- 
turing alliances  with  Japan's  huge 
Sanyo  Electric  and  Sharp.  Steve  Leeb, 
editor  of  investment-advisory  newslet- 
ter Personal  Fmance,  puts  the  value 
of  the  two  deals  at  $50  million  over  the 
next  five  years. 

That  should  boost  operating  income, 
which  totaled  $3.2  million,  or  29(t  a 
share,  in  the  recent  nine-month  period. 
For  the  same  period  last  year,  the  com- 
pany lost  $2.5  million.  Standard  makes 
basic  semiconductor  memory  chips, 
used  mainly  as  controllers  to  direct  the| 
operation  of  computer  equipment  suchj 
as  CRT  video  displays,  disk  drives,  and 
communication  interfaces. 

"Standard  is  an  undervalued  stock 
based  on  its  book  value  of  $10  a  share 
and  net  current  assets,  mainly  cash,  of 
$7  a  share,"  says  Leeb.  He  estimates 
Standard's  worth  at  $15  a  share. 

That's  not  the  only  reason  Leeb  likes 
the  company.  Standard  has  sued  Texas 
Instruments  for  infringement  of  a  pat- 
ent in  a  cross-licensing  agreement. 
"Judging  from  lawsuits  that  Standard 
has  won  against  other  companies  in 
similar  cases,  the  move  could  produce  a 
financial  reward,"  says  Leeb.  Standard 
has  collected  some  $40  million  in  pat- 
ent-infringement damages  over  the 
past  five  years. 
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FOR  MOST  BANKS, 
THERE  WAS  NOWHERE  TO 


Third  World  debt  woes  and  stagnant  real  estate  markets  dogged  the  nation's  top  100 


When  Robert  J.  Mylod  took  over 
as  chairman  of  Michigan  Na- 
tional Bank  in  1985,  he  found 
an  institution  noted  more  for  a  gloomy 
past  than  a  hopeful  future.  The  Far- 
mington  Hills  bank  had  just  written  off 
$100  million  in  bad  loans  that  it  had  pre- 
viously purchased  from  Penn  Square 
Bank.  Its  management  was  in  disarray. 
And  11  of  its  23  banking  subsidiaries 
had  been  cited  for  regulatory  breaches, 
such  as  sloppy  reporting  procedures. 

Fixing  Michigan  National  was  a  grind- 
ingly  slow  process.  "Three  yards  and  a 
cloud  of  dust"  is  the  way  Mylod,  an  avid 
football  fan,  described  his  rate  of  prog- 
ress. Right  after  he  took  over,  the  50- 
year-old  Brooklyn  (N.  Y.)  native  fended 
off  a  hostile  bid  from  Detroit  rival  Co- 


merica  Inc.  Then  he  streamlined  the 
business,  consolidating  Michigan  Nation- 
al's 23  banks  into  one,  while  shedding  a 
third  of  its  450  branch  offices.  By  1988, 
the  bank  was  in  good  enough  shape  to 
buy  the  failing  Beverly  Hills  Savings 
Bank  with  help  from  federal  regulators. 

Says  Mylod:  "There  wasn't  anything 
subtle  or  sophisticated"  about  the  strate- 
gy. Maybe  not.  But  Michigan  National 
wound  up  as  the  most  profitable  U.  S. 
bank  last  year,  according  to  business 
week's  annual  Bank  Scoreboard,  which 
this  year  covers  the  nation's  100  largest 
banks  as  measured  by  assets.  Michigan 
National  delivered  an  enviable  return  on 
equity  of  29.1'/'  as  its  net  income  dou- 
bled, to  $187.3  million.  Propelling  it  into 
the  top  spot  was  the  sale  of  its  credit- 


card  business  to  Chase  Manhattan  Coi  its  to 


loan-li 


for  a  preta.x  gain  of  $225  million.  B 
that's  not  what  accounts  for  Miehig; 
National's  stunning  turnaround.  Amoi 
the  biggest  banks,  Michigan  Nation 
shows  the  highest  average  annual  :  '^^X 
crease  in  earnings  per  share,  42.27",  ov  :iior 
the  past  five  years.  Even  without  la 
year's  credit-card  sale,  it  would  ha 
generated  an  EPS  of  $6.10,  providing 
superior  28.97  annual  rate  of  increajasi 
over  the  past  five  years. 
BAD-DEBT  BONANZA.  What  makes  Mic' 
gan  National's  results  even  more  i 
pressive  is  the  troubled  environme 
banks  faced  last  year.  The  specter 
Third  World  loans  came  back  to  hau  -Mf. 
the  nation's  money-center  banks.  A  ij.poflR, 
the  acquisitive  superregionals,  star  pk  lesiate. 
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1989  return  on  equity 

Average  five-year  growth 

in  earnings  per  share 

1989  net  charge-off s  as 

percent  of  loans 

MICHIGAN  NATIONAL 

29.1% 

MICHIGAN  NATIONAL 

42.2% 

FIRST  HAWAIIAN 

0.09% 

WE:.I.S  fARGO 

24.5 

NORTHERN  TRUST 

38.2 

BANCORP  HAWAII 

0.21 

NORTHERN  TRUST 

23.9 

NORWEST 

31.9 

COMMERCE  BANCSHARES 

0.21 

CITY  NATIONAL 

22.7 

CONTINENTAL  BANK 

28.2 

FIRST  EMPIRE  STATE 

0.21 

FIRST  HAWAItAN 

22.1 

CITY  NATIONAL 

24.2 

INDUSTRIAL  BANK  OF  JAPAN  0.22 

NCNB 

20.4 

FIRST  CHICAGO 

23.7 

MARSHALL  &  ILSLEY 

0.22 

NORWEST 

19.6 

FIRSTAR 

21.3 

CITY  NATIONAL 

0.26 

CONTINENTAL  BANK 

19.4 

MNC  FINANCIAL 

20.4 

BB&T  FINANCIAL 

0.28 

SECURITY  PACIFIC 

18.8 

FIRST  SECURITY 

19.9 

MERIDIAN  BANCORP 

0.29 

STATE  STREET  BOSTON 

18,7 

FIRST  OF  AMERICA  BANK 

18.9 

FIRST  VIRGNIA 

0.31 

100-BANK  AVERAGE 

5.6 

lOO-BANK  AVERAGE 

-2.8 

lOO-BANK  AVERAGE 

1.20 

DATA:  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC, 
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for  most  of  the  1980s,  ran  up  against 
r  own  credit  woes.  This  time  the  cul- 
was  real  estate.  Net  income  at  the 
on's  top  100  banks  shd  597'  last  year, 
>7.3  billion.  The  industry's  return  on 
ity  slumped  to  5.6%,  roughly  a  third 
1988's  ratio.  The  earnings  setback 
;  most  severe  at  many  of  the  nation's 
Test  banks.  Profits  at  the  top  25 
ks  plunged  by  91%;  the  average  ROE 
)d  at  a  paltry  0.7%  . 
:  was  hardly  the  glorious  ending  that 
ly  banks  had  envisioned  at  the  start 
the  year.  Money  centers  were  the 
t  to  feel  their  fortunes  slipping  last 
imer,  after  Mexico  cut  a  deal  with 
lers  to  ease  its  debt  burden.  Shortly 
•eafter,  big  British  banks  boosted 
r  loan-loss  provisions  to  50%'  of  Third 
rid  debt.  Bond-ratings  agencies 
ed  U.  S.  banks  to  do  the  same, 
ed  by  Manufacturers  Hanover  Trust 
money-center  banks  shunted  some 
billion  into  bad-debt  reserves  in  the 
d  quarter  of  the  year.  The  moves 
eked  earnings  for  a  loop.  After  set- 
:  aside  $2  billion  in  reserves,  even 
;-chip  J.  P.  Morgan  &  Co.  wound  up 
year  with  a  $1.3  billion  loss — the  big- 
t  in  the  industry.  But,  says  Mark 
ss  of  IBCA  Inc.,  a  bank  ratings  agen- 
"Third  World  loan  problems  are  for 
most  part  behind  the  banks  now." 
ID-POOR.  The  same  can't  be  said  for 
estate.  After  years  of  booming  re- 
is,  the  property  market  floundered 
year.  And  banks  found  themselves 
;k  with  a  passel  of  bad  construction 
is.  Nonperforming  real  estate  assets 
lied  $25  billion  last  year,  up  from  $17 
on  in  1988.  The  most  serious  prob- 
s  occurred  in  the  Northeast,  where 
tfolios  were  brimming  with  loans  for 
ce-building  and  condominium  con- 
iction.  Many  regional  banks  scram- 
i  in  the  final  quarter  to  build  re- 
/es  against  the  rising  tide  of  bad 
IS.  Bank  of  New  England  was  hard- 
hit.  The  Boston-based  bank  shored 
its  bad-loan  reserves  with  a  hefty 
>  billion.  And  it  ended  up  with  $1.1 
on  in  red  ink  for  the  year, 
he  pain  will  continue  at  bne  and  at 
sr  banks  that  binged  on  real  estate  in 
1980s.  On  Mar.  21,  Shawmut  Nation- 
]orp.  stunned  shareholders  by  revis- 
its 1989  results  to  show  a  loss  of 
9  million  after  boosting  reserves  for 
.  real  estate  loans.  The  Hartford  bank 
viously  reported  a  profit  of  $202  mil- 
,.  And  problems  are  worsening  in  the 
itheast,  especially  in  Florida. 
0  far.  Southern  bankers  are  betting 
t  the  problems  won't  approach  New 
?land  proportions.  Robert  Strickland, 
irman  of  Suntrust  Banks  Inc.  in  At- 
ta,  concedes  that  his  real  estate  prob- 
is  will  intensify.  Nonperforming  real 
ate  assets  stood  at  $350.4  million  at 
end  of  1989,  up  79%  from  the  start  of 


the  year.  "But,"  says  Strickland,  "I 
don't  see  anything  like  New  England 
coming  up  to  bite  us  on  the  behind." 

Not  every  banker  was  fretting  about 
real  estate  in  1989.  Big  California  banks 
prospered,  thanks  to  a  buoyant  economy 
and  a  thriving  consumer  market.  Profits 
at  BankAmerica  Corp.  rose  50%',  to  $820 
million,  in  the  second  year  of  what  has 
turned  out  to  be  a  phenomenal  recovery. 
And  Wall  Street  reckons  that  the  out- 
look remains  fosy  in  California,  though 
earnings  might  not  be  as  stellar.  Robert 
B.  Albertson  of  Goldman,  Sachs  &  Co.  is 
betting  that  BofA  will  score  a  15%  earn- 
ings gain  this  year. 

Midwestern  banks  also  held  their  own. 
Once  again,  credit  a  sound  local  econo- 
my, especially  a  fairly  stable  real  estate 
market.  Midwest  real  estate  prices  didn't 
explode  over  the  past  decade  as  they 
did  elsewhere.  "We  don't  have  the  ex- 


cesses in  the  region,"  says  James  W. 
Otto,  chief  financial  officer  of  Ameri- 
trust  Corp.  Profits  at  that  Cleveland- 
based  bank  jumped  22%  in  1989,  to 
$115.9  million. 

Looking  ahead,  bankers  admit  some 
trepidation  about  1990.  A  possible  eco- 
nomic slowdown  is  bound  to  exacerbate 
real  estate  problems  and  drive  corporate 
and  consumer  borrowers  away.  Even 
Michigan  National's  Mylod  admits  that 
his  bank  will  face  some  tough  sledding  if 
the  Rust  Belt  economy  weakens  further. 
He's  hoping  that  his  California  beach- 
head, along  with  a  Texas  bank  added 
more  recently,  will  cushion  him  against 
problems  in  the  Midwest.  Sometimes  it 
takes  more  than  just  short-yardage 
plays  to  stay  on  top. 

By  John  Meehan  in  New  York,  with  Da- 
vid  Woodruff  in  Detroit,  Chuck  Hawkins  in 
Atlanta,  and  bureau  reports 


WELLS  FARGO 


A  CALIFORNIA  BANK 
THAT  IS  ANYTHING 
BUT  LAID-BACK 


One  of  Carl  E.  Reichardt's  favor- 
ite possessions  is  a  fluffy  red 
Christmas  stocking  that  hangs 
by  his  desk.  In  it  sits  the  proverbial 
lump  of  coal  that  the  chairman  of  Wells 
Fargo  received  from  top  executives  two 
years  ago  when  he  told  them  to  pay  for 
their  own  office  Christmas  tree.  The 
story  tickles  the  gregarious  Texan, 
who  enjoys  his  Scrooge-like  reputation — 
and  with  good  reason.  In  last  year's  fi- 
nal quarter.  Wells  Fargo  &  Co.'s  ex- 
penses as  a  percentage  of  revenues 
stood  at  54% — the  lowest  of  the  45  big- 
gest U.  S.  banks,  according  to  Goldman, 
Sachs  &  Co. 

Reichardt's  stingy  ways  have  also 
helped  the  bottom  line.  Last  year,  a  com- 
bination of  tight  cost  control  and  a  prof- 
itable retail  business  boosted  the  San 
Francisco-based  bank's  return  on  equity 
to  a  handsome  24.5?f  .  That  made  Wells 
Fargo  the  second  most  profitable  U.  S. 
bank,  according  to  BUSINESS  week's  an- 
nual Bank  Scoreboard.  With  assets  of 
$48.7  billion.  Wells  Fargo  earned  $601 
million  in  1989,  a  17%  increase  over  1988. 
'NOT  CHINTZY.'  Since  Reichardt,  58,  took 
over  as  CEO  in  1983,  his  devotion  to  cut- 
ting fat  has  become  legendary.  In  1986, 
for  example,  he  swiftly  incorporated  his 
$1.1  billion  acquisition  of  Crocker  Na- 
tional Corp.  from  Britain's  Midland  Bank 
PLC,  cutting  $240  million  in  costs  and 
5,700  jobs  the  first  year. 

For  all  his  tightfisted  ways,  Reichardt 
acknowledges  that  the  vibrant  California 
retail  market  may  be  his  biggest  asset. 


REICHARDT:  THE  INDUSTRY'S  TIGHTEST  COSTS,  AND 
CONSTANT  INNOVATION  IN  CUSTOMER  SERVICE 


"You'd  have  to  be  incompetent  not  to  do 
well"  there,  he  says.  And  he  makes  no 
secret  of  his  ambition  to  be  the  state's 
leading  consumer  bank.  In  1988,  Wells 
Fargo  became  the  first  California  bank 
with  a  24-hour  hot  line  to  answer  cus- 
tomer queries.  Last  April,  Reichardt 
again  challenged  laid-back  California 
bankers  by  initiating  Saturday  hours. 

High-yield  lending  has  also  helped 
Wells  Fargo  in  recent  years.  Reichardt 
has  bet  heavily  on  construction  and  real 
estate  loans,  where  roughly  18%'  of  the 
bank's  $42  billion  lending  portfolio  re- 
sides. Loans  for  "highly  leveraged  trans- 
actions," such  as  leveraged  buyouts, 
claim  an  additional  107c.  No  doubt  the 
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loans  have  stoked  the  bottom  line,  but 
the  inherent  risk  has  drawn  criticism. 

Reichardt  shrugs  off  naysayers,  in- 
sisting that  Wells  Fargo's  portfolio  is 
solid.  Analysts  agree.  Indeed,  nonper- 
forming  loans  account  for  only  2.7%  of 
Wells  Fargo's  portfolio,  while  the  ratio 
at  its  crosstown  competitor,  Bank- 
America  Corp.,  stands  at  5.6%'.  Rei- 
chardt's  background  helps:  He  came  to 
Wells  in  1970  from  Union  Bank,  where 


he  specialized  in  construction  lending. 

Wells  Fargo's  big  weakness  is  its 
Southern  California  retail  operations, 
where  BofA  dominates.  Reichardt's 
share  of  deposits  there  is  just  8.6%,  vs.  a 
hefty  29.3%  in  northern  California.  In 
1989,  he  renewed  his  drive  south  by  ac- 
quiring three  banks  that  expanded  his 
southern  branch  network  by  42  outlets. 

Now,  he  is  itching  to  acquire  another. 
It's  no  secret  that  Reichardt  would  like 


to  get  his  hands  on  ailing  First  Inte 
state  Bancorp.  The  bulk  of  its  3^ 
branches  is  in  Southern  California.  A 
though  fib's  feisty  chairman,  Joseph 
Pinola,  has  rebuffed  Reichardt  so  fa 
some  believe  Pinola's  retirement  in  Jui 
may  rekindle  talks  between  the  tw 
banks.  If  so,  Reichardt's  desire  to  be  tl 
No.  1  California  retail  banker  may  not  I 
the  distant  dream  it  once  was. 
By  Joan  O'C.  Hamilton  in  San  Francist 
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FIRST  HAWAIIAN 

PLAYING  IT 
SAFE  IN  A 

BANKER'S  PARADISE 

Some  bankers  like  to  preach  conser- 
vative lending.  Walter  A.  Dods  Jr. 
practices  it.  While  banks  the  size 
of  his  First  Hawaiian  Inc.  typically  re- 
quire senior  executives  to  review  loans 
of  $500,000  and  up.  Chairman  Dods,  48, 
has  his  senior  staff  review  applications 
for  unsecured  loans  as  small  as  $10,000. 
It  may  seem  like  a  chore,  but  Dods  reck- 
ons it  spares  the  bank  a  lot  of  grief 
later.  "It's  an  old-fashioned  process,"  he 
concedes.  But  given  the  credit  woes  that 
have  befallen  more  aggressive  banks  on 
the  mainland,  he  believes  it's  a  useful 
exercise. 

Indeed,  at  a  time  when  banks  across 
the  nation  seem  preoccupied  with  loan 
quality.  First  Hawaiian  has  maintained 
its  enviable  reputation  for  creditworthi- 
ness. The  Honolulu-based  bank's  net 
charge-offs  as  a  percentage  of  loans  was 
0.09%  last  year,  the  lowest  ratio  among 
the  100  biggest  banks  in  BUSINESS 
week's  annual  Bank  Scoreboard.  The 
bank's  nonperformers  totaled  a  mere  $2 
million  in  1989,  less  than  one-tenth  of  1% 
of  its  loans  outstanding. 
CLOSE  TO  HOME.  Of  course.  First  Hawai- 
ian's phenomenal  safety  record  isn't  just 
a  product  of  bank  procedure.  While  re- 
gions such  as  New  England  are  in  a 
slump,  Hawaii's  economy  is  humming 
along  at  an  annual  67(  growth  rate. 
Much  of  the  boom  can  be  traced  to  the 
$1.3  billion  that  Japanese  investors  have 
been  pumping  into  the  islands  each  year, 
largely  into  real  estate.  "We  can't  take 
all  the  credit.  We're  blessed  with  a 
strong  Hawaiian  economy,"  says  Dods, 
a  native  Hawaiian  who  joined  the  bank 
in  1968  as  marketing  specialist.  He  as- 
sumed the  position  of  chairman  and  CEO 
last  September. 

Still,  the  bank's  conservatism  has  had 
a  lot  to  do  with  its  success.  With  more 
than  $5  billion  in  assets.  First  Hawaiian 
is  the  second-largest  bank  in  the  state 


after  Bancorp  Hawaii  Inc.  It  is 
well  on  its  way  to  its  26th  consecutive 
year  of  record  earnings.  Profits  jumped 
33%  last  year,  to  $57.4  million.  And  Mer- 
rill Lynch  &  Co.  analyst  Linda  L.  Strom- 
berg  projects  an  11%  gain  in  1990.  More- 
over, First  Hawaiian's  emphasis  on 
neighborhood  banking  will  continue  to 
reap  rewards.  With  46  branches 
throughout  Hawaii  and  two  on  Guam, 
the  bank  has  largely  stayed  in  its  back- 
yard. Despite  Hawaii's  strategic  Pacific 
location,  Dods  insists:  "We're  not  trying 
to  be  a  go-go  West  Coast  bank  or  a 
player  in  Asia." 

Maybe.  But  he  still  sees  room  for 
growth  at  home.  In  February,  First  Ha- 
waiian agreed  to  acquire  the  state's 


fourth-largest  bank.  First  Interstate 
Hawaii  Inc.,  from  an  investor  group  1 
by  former  Treasury  Secretary  Willia 
E.  Simon.  The  $130  million  acquisitic 
will  expand  First  Hawaiian's  share 
consumer  deposits  to  39%  from  33%'. 

Despite  such  success,  there  is  sonfim 
local  concern  that  the  flow  of  Japane 
money  will  begin  to  ebb.  Indeed,  a  so 
ening  Japanese  economy  could  hamp 
new  investment.  But  thanks  to  his  ca 
tious  lending  practices,  Dods  doubts  \ 
real  estate  portfolio  will  suffer  mu(  '^^^^ 
"If  there's  a  downturn,  we  feel  the  lo(  t' 
values  will  hold,"  he  says.  If  so.  Haw 
could  remain  a  banking  paradise  f 
some  time  to  come. 

By  Maria  Shao  in  San  Francis 


NORWEST 

'IT'S  NOT 
SEXY, 

BUT  IT'S  SURE' 


When  Norwest  Chairman  Lloyd 
P.  Johnson  brashly  predicted 
in  1986  that  his  troubled  bank 
would  rebound  roughly  at  the  same  time 
its  new  headquarters  was  completed,  he 
provoked  more  than  a  few  smiles.  Nor- 


west's  original  art  deco  home  had  be 
destroyed  in  a  spectacular  fire  fo 
years  before,  and  the  bank — itself  bac 
burned  by  shaky  Third  World  loans  a 
a  withering  farm  economy — wasn't 
much  better  shape. 

Today,  it's  Johnson  who's  smilir 
Norwest's  towering,  Cesar  Pelli-c 
signed  headquarters  dominates  the  M 
neapolis  skyline.  And,  true  to  Johnsoi 
promise,  Norwest  Corp.  now  comman 
one  of  the  nation's  most  vibrant  banki 
franchises.  Norwest's  return  on  equ 
stood  at  19.6%  last  year  as  its  net  incoi 
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:  12%,  to  $237  million.  That  caps  a 
laround  that  has  produced  a  stun- 
;  31.9%  annual  growth  rate  in  earn- 

per  share  since  1985,  making  Nor- 
t  one  of  the  strongest  earners  on 
[NESS  week's  1989  Bank  Scoreboard, 
orwest  engineered  its  comeback 
1  a  risk-averse  strategy  attuned  to 
go-slow  customs  of  its  Minnesota  en- 
ns.  "We  needed  to  get  back  to  the 
cs  of  banking,"  says  Johnson,  59.  He 

a  Security  Pacific  National  Bank 
-chairman  who  had  made  his  name  in 
il  banking  before  he  was  recruited  to 
ve  Norwest  in  1985.  Out  went  such 
y  businesses  as  lending  to  develop- 
countries.  Norwest  sold  off  much  of 
luge  mortgage-banking  business  and 
natically  curtailed  farm  lending. 
L  STRENGTH.  Management  also  decid- 
0  avoid  competing  head-on  with  mon- 
enter  banks  in  lending  to  major  cor- 
itions.  "Money  is  a  commodity,  so  I 
t  know  what  we  can  offer  a  General 
s  that  somebody  else  can't,"  explains 
west  President  Richard  M.  Kovace- 
,  who  was  a  top  retail  banker  at 
)ank  before  joining  Norwest  in  1986. 
owadays,  Norwest's  real  strength 
in  retail  banking.  Through  offices  in 

communities  across  eight  states, 
west's  local  banks  are  leaders  in 
as  from  Kalispell,  Mont.,  to  Cedar 
ids,  Iowa.  Besides  assuring  geo- 
Dhic  diversification,  that  far-flung  re- 
network  provides  a  cheap  source  of 


funds  for  Norwest.  Consumer  deposits 
account  for  two-thirds  of  the  banking 
group's  funding  needs  and  55%  of  those 
of  the  parent  company. 

Norwest's  consumer-finance  business, 
with  $3.2  billion  in  assets,  remains  its 
biggest  income  producer.  The  division, 
which  caters  to  middle-income  borrow- 
ers, has  632  offices  in  47  states.  And  it 
accounts  for  a  third  of  the  parent's  prof- 
its. Johnson's  view  of  his  consumer  ori- 


entation: "It's  not 
sexy,  but  it's  sure." 

The  bank's  consum- 
er link  is  about  to  get 
stronger.  Norwest  re- 
cently agreed  to  pur- 
chase banks  in  Wis- 
consin and  Wyoming, 
thereby  gaining  an  ad- 
ditional 42  locations. 
And  its  pending  acqui- 
sition of  First  Minne- 
sota Savings  Bank,  a 
big,  capital-strapped 
thrift  with  50  retail  of- 
fices, will  boost  Nor- 
west's retail  market 
share  to  about  25%  in 
the  Twin  Cities. 

Even  without  acqui- 
sitions, Johnson  fig- 
ures Norwest  can 
grow  at  double-digit 
rates  for  years, 
thanks  to  its  stable 
consumer  base  and  the  hefty  income  it 
gets  from  its  data  processing  and  auto- 
mated clearinghouse  businesses.  Such 
services  help  contribute  to  the  bank's 
fee  income,  which  currently  accounts  for 
35%  of  revenues.  If  Johnson  is  right, 
then  Norwest  shareholders — who  have 
seen  their  stock  double  in  price  since  his 
arrival — may  start  agitating  for  another 
new  headquarters  building. 

By  James  E.  Ellis  in  Minneapolis 


WHAT  THE  COIUMH  HEADIHGS  MEAH 


aricet  value 

asing  share  price  of  a  bank's  common  stock 
Mar.  9,  1990,  multiplied  by  the 
rporation's  latest  available  number 
common  shares  outstanding 

ssets 

tal  assets  as  of  Dec.  31,1 989 
eposifs 

tal  deposits  as  of  Dec.  31,1 989.  Interest- 
aring  deposits  and  noninterest-beoring 
posits  together  will  total  100%.  Foreign 
posits  subtracted  from  100%  will  equal 
tal  domestic  deposits 

>ans 

jgregate  face  value  of  all  outstanding  loons 
id  leases  as  of  Dec.  31,1 989,  net  of  unearned 
:ome  and  before  deduction  of  valuation 
irtion  of  loan  loss  reserves 


Charge  for  anticipated  loan  losses,  which 
appears  on  the  income  statement  as  an  operating 
expense 

Net  charge-offs  as  percent  of  loans 

Loon  charge-offs  less  recoveries  as  percent  of  net 
average  loons  outstanding.  A  minus  sign 
indicates  that  recoveries  exceed  charge-offs 
Operating  income 

Operating  income  after  minority  interests  and 
taxes  but  before  preferred  dividends,  and  gains 
and  losses  from  the  sole  of  securities 
Net  income 

Net  income  after  minority  interests  and  taxes 
Return  on  assets 

Net  income  available  for  common  shareholders 
(net  income  minus  preferred  dividends)  divided 
by  average  assets 


Average  assets  divided  by  average  common  equity 
computed  on  a  daily  average  basis  for  the  year 
ended  Dec.  31,  1989 

Return  on  equity 

Net  income  available  for  common  shareholders 
divided  by  overage  common  equity  for  the  year 
ended  Dec.  31,  1989.  Return  on  average  assets 
multiplied  by  leverage  equals  return  on  overage 
common  equity 

Net  interest  income 

Total  interest  income  adjusted  for  tax  equivalents 
minus  total  interest  expense  before  provision  for 
loan  losses 

Growth  in  earnings  per  share 

Annual  trend  in  the  growth  rote  of  primary 
earnings  per  shore  for  the  restated  five-year  period 
ended  Dec.  31,  1989 


PHABETICAL  LIST  OF  BANKS 

umber  following  each  bank's  name  is  its  asset  ranking  in  the  tables  beginning  on  the  next  page 


ust  54 

Barnelt  Banks  23 

Continental  Bunk  22 

First  Commerce  99 

Firstar  62 

Marshall  &  llsley  70 

NCNB  7 

Southeast  Banking  39 

1  Bcncorp.  63 

BoyBanks6l 

CoreStotes  Financial  38 

First  Empire  State  78 

Fleet/Norstor  16 

Mellon  Bank  18 

Northern  Trust  55 

SouthTrust  67 

ne  25 

BB&T  Financial  96 

Creslor  Financial  53 

First  Fidelity  20 

Horris  Bonkcorp  46 

Mercantile  Banc.  73 

Norwest  30 

Sovran  Financial  29 

opular  83 
Hawaii  64 
Boston  1 5 
New  England  21 
New  York  1 1 
Tokyo  Trust  65 

Boatmen's  Bancshares  42 
Central  Bancshares  100 
Central  Fidelity  Bonks  90 
Chase  Monhotton  2 
Chemical  Banking  6 
Citicorp  1 

Citizens  &  Southern  33 

Dominion  Bonkshares  59 
European-American  92 
Fifth  Third  Bancorp  71 
First  Alabama  Bone.  89 
First  American  {D.  C.)  51 
First  American  (Tenn-)  72 

First  Florida  Banks  88 

First  Hawaiian  95 

First  Interstate  9 

First  Maryland  Bancorp  69 

First  of  America  Bonk  44 

First  Security  85 

First  Tennessee  Natl.  77 

Hibernio  76 

ftuntington  Boncshores  50 
INB  Finonciol  81 
Industrial  Bonk  Japan  87 
Integra  Financial  75 
Israel  Discount  Bank  97 

Merchonts  National  86 
Meridian  Bancorp  49 
Michigan  National  52 
Midlontic  32 
MNC  Financial  27 
Morgan  (J.  P.)  4 

Old  Kent  Financial  66 
PNC  Financial  14 
Republic  New  York  28 
Riggs  Notionol  68 
Sonwa  Bank  74 
Security  Pocific  5 
Showmut  National  24 

Star  Banc  82 

State  Street  Boston  60 

SunTrust  Banks  19 

Trustcorp  91 

U.  S.  Bancorp  37 

UJB  Financial  47 

Union  Bonk  41 

>uth  93 

City  Notional  98 

First  Bank  System  36 

First  Union  17 

KeyCorp  40 

National  City  34 

Signet  Bonking  45 

United  Bonks  Colo.  80 

lerica  3 

Comerico  48 

First  Chicago  13 

First  Virginia  Bonks  94 

Monufocturers  Honover  8 

Notional  Westminster  35 

Society  56 

Valley  National  57 

Trust  10 

Commerce  Bancshares  84 

First  City  Texos  43 

First  Wochovia  31 

Manufocturers  Natl.  58 

NBD  Bancorp  26 

South  Corolina  Natl-  79 

Wells  Forgo  12 
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ASSETS 

DEPOSITS 

LOANS 

1  T  /l 1  /QO 

$  MIL. 

12/31/89 
$  MIL. 

CHANGE 
FROM 
1988 

INTEREST/ 

Kl       M  1  MT 

FOR- 
EIGN 

1  o  /o  1  /oo 
1  z/ J  1 /OV 

S  MIL. 

CHANGE 
FROM 
1 988 

LOAN- 
LOSS  C 
PROV. 
1 989 
S  MIL. 

1 

CITICORP 

New  York 

230643 

137922 

1  1 

87/13 

51 

160112c 

7 

2521.0 

2 

CHASE  MANHAHAN 

New  York 

107369 

69073 

8 

76/24 

45 

76692 

10 

1737.0 

M 

3 

BANKAMERICA 

San  Francisco 

98764 

81186 

5 

78/22 

22 

75861 

10 

770.0 

m 

4  MORGAN  (J.  P.) 

New  York 

88964 

39158 

-8 

86/14 

77 

28650 

1 

2045.0 

5 

SECURITY  PACIFIC 

Los  Angeles 

83943 

52630 

10 

77/23 

12 

61728 

1 1 

547.8 

6 

CHEMIUL  BANKING 

New  York 

71513 

50151 

5 

73/27 

1 1 

44512 

7 

1135.3 

7 

NCNB 

Charlotte,  N.  C. 

66191 

48576 

135 

83/17 

4 

34409 

82 

239.1 

8 

MANUFACTURERS  HANOVER 

New  York 

60479 

41994 

1 

84/16 

40 

39145 

-20 

1404.0 

9 

FIRST  INTERSTATE  BANCORP 

Los  Angeles 

59051 

46468 

5 

72/28 

3 

38205 

1 

1204.1 

10 

BANKERS  TRUST  NEW  YORK 

New  York 

55658 

26220 

-19 

76/24 

50 

21153c 

-12 

1877.0  : 

1 1 

BANK  OF  NEW  YORK 

New  York 

48856 

34927 

7 

77/23 

39 

35751 

8 

782.8 

12 

WELLS  FARGO 

San  Francisco 

48737 

36430 

4 

78/22 

1 

41727 

1 1 

362.0 

13 

FIRST  CHICAGO 

Chicago 

47907 

32935 

3 

81/19 

38 

29725 

7 

482.0 

w 

14 

PNC  FINANCIAL 

Pittsburgh 

45661 

30120 

4 

83/17 

1 

28107 

11 

331.7 

3it5 

15 

BANK  OF  BOSTON 

Boston 

39178 

28697 

22 

86/14 

27 

25138 

-5 

722.0 

59; 

16 

FLEET  NORHAR  FINANCIAL  GROUP 

Providence 

33441 

21677 

5 

80/20 

5 

21633 

10 

160.3 

W 

17 

FIRST  UNION 

Charlotte,  N.  C. 

32131 

21498 

7 

82/18 

3 

21838 

15 

80.6 

I 

18 

MELLON  BANK 

Pittsburgh 

31467 

21344 

0 

80/20 

15 

19398 

2 

297.0 

19 

SUNTRUST  BANKS 

Atlonto 

31044 

24962 

4 

78/22 

NA 

21 107 

5 

178.4 

20 

FIRST  FIDELITY  BANCORP. 

Newark 

30728 

22872 

6 

79/21 

3 

19362 

-1 

200.3 

7i5 

21 

BANK  OF  NEW  ENGLAND 

Boston 

29773 

25530 

4 

84/16 

12 

23809 

-5 

1613.6 

22 

CONTINENTAL  BANK 

Chicago 

29549 

17176 

1 

84/16 

29 

15571 

-7 

44.0 

23 

BARNETT  BANKS 

Jacksonville,  Flo. 

29007 

25056 

10 

86/14 

0 

22427 

15 

154.7 

24 

SHAWMUT  NATIONAL  (g) 

Hartford 

28145 

18765 

-1 

75/25 

1 

19382 

4 

192.9 

■■VS 

25 

BANC  ONE 

Columbus,  Ohio 

26552 

20952 

7 

83/17 

0 

17909 

3 

197.5 

26 

NBD  BANCORP 

Detroit 

25771 

19806 

2 

80/20 

7 

15353 

5 

55.1 

27 

MNC  FINANCIAL  (f) 

Baltimore 

25536 

16059 

1 

82/18 

6 

17384 

10 

140.9 

28 

REPUBLIC  NEW  YORK 

New  York 

25467 

16525 

1 

94/6 

50 

6580 

15 

209.0 

m 

29 

SOVRAN  FINANCIAL 

Norfolk,  Va. 

25442 

18694 

7 

81/19 

1 

16721 

9 

88.0 

30 

NORWEST 

Minneapolis 

24335 

15206 

9 

79/21 

0 

15837 

10 

159.9 

31 

FIRST  WACHOVIA 

Winston— Salem 

24050 

17387 

5 

75/25 

3 

15268 

1 1 

62.2 

32 

MIDLANTIC 

Edison,  N.  J. 

23666 

18686 

18 

80/20 

1 

18549 

20 

190.5 

33 

CITIZENS  &  SOUTHERN 

Atlanta 

23313 

18110 

13 

77/23 

0 

15229 

9 

86.5 

34 

NATIONAL  CITY 

Cleveland 

22972 

17264 

2 

80/20 

3 

15231 

6 

124.6 

35 

NATIONAL  WEHMINSTER  BANCORP. 

New  York 

21773 

18015 

15 

81/19 

10 

15112 

13 

422.4 

-■i7S 

36 

FIRST  BANK  SYSTEM 

Minneapolis 

20820 

15753 

-8 

78/22 

3 

15714 

-3 

253.5 

J' 

37 

U.  S.  BANCORP 

Portland,  Ore. 

16975 

11432 

12 

79/21 

0 

1 1409 

18 

83.8 

'-•>.< 

38 

CORESTATES  FINANCIAL 

Philadelphia 

16849 

1 1441 

3 

69/31 

9 

12092 

10 

85.1 

39 

SOUTHEAST  BANKING 

Miami 

16525 

12760 

1 1 

82/18 

5 

10980 

10 

130.8 

'■1 

40 

KEYCORP 

Albany,  N.  Y 

15461 

12453 

8 

79/21 

0 

9932 

7 

65.4 

4  1 

leylAM  BAIIIf 

San  Francisco 

15376 

1 1637 

-2 

62/38 

5 

1 1481 

4 

133.0 

■V 

42 

BOATMEN'S  BANCSHARES 

St.  Louis 

14542 

10851 

-3 

78/22 

1 

8951 

0 

69.4 

ii: 

43 

FIRST  CITY  BANCORP.  OF  TEXAS 

Houston 

14081 

10819 

10 

77/23 

5 

8224 

15 

80.2 

44 

FIRST  OF  AMERICA  BANK 

Kalamazoo,  Mich 

12793 

11366 

7 

82/18 

0 

8346 

9 

30,5 

"a 

45 

SIGNH  BANKING 

Richmond,  Va. 

12476 

7595 

1 

82/18 

3 

7215 

4 

58.5 

46 

HARRIS  BANKCORP 

Chicago 

12374 

8960 

7 

67/33 

20 

6998 

7 

301.9 

47 

UJB  FINANCIAL 

Princeton,  N.  J. 

12172 

9336 

5 

78/22 

0 

8335 

14 

52.5 

48 

COMERICA 

Detroit 

12150 

9883 

7 

82/18 

1 

7946 

15 

103.1 

49 

MERIDIAN  BANCORP 

Reading,  Pa. 

11925 

9602 

35 

88/12 

1 

7931 

29 

27.2 

50 

HUNTINGTON  BANCSHARES 

Columbus,  Ohio 

11680 

8590 

1 1 

84/16 

0 

71 15 

12 

39.9 

(a)  Yecrend  amounts,  (b)  Data  are  for  bank 
Society  on  1/5/90;  Society  is  the  surviving 

ng  operations  only,  (c)  Loons  ore  net  ot  unearned  Income  only,  (d) 
company.  Both  companies  ore  listed  on  the  survey,  (f)  MNC  Frnoncio 

ncom€  not  od' 
results  include 

usted  for  securities  gains  and  losses,  (e)  Trustcorp  merge 
Equitable  Bancorp,  (g)  Results  as  reported  prior  to  restart 
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PERFORMANCE   MARKET  VALUE 


RETURN 

RETURN 

NET 

NET 

5-YEAR 

OPER. 

NET 

CHANGE 

ON 

ON 

INTEREST 

CHANGE 

INCOME 

AVER. 

CHANGE 

INCOME 

INCOME 

FROM 

ASSETS 

LEVER- 

EQUITY 

INCOME 

FROM 

AS  %  OF 

GROV^TH 

3/9/90 

FROM 

1989 

1989 

1988 

1989 

AGE 

1989 

1989 

1988 

NET  INT 

EPS 

1989 

$  MIL. 

$  MIL. 

% 

% 

1989 

% 

$  MIL. 

% 

INCOME 

% 

$  MIL. 

% 

RANK 

376.0 

498.0 

-71 

0.17 

25.2 

4.3 

7443 

-3 

6.7 

-10.8 

8159 

-1 

1 

-676.0 

-665.0 

NM 

-0.72 

25.1 

-18.1 

3149 

-8 

-21.1 

NM 

3311 

14 

9 

820.0d 

820.0 

50 

0.79a 

23.8a 

18.7a 

4039 

9 

20.3 

NM 

6047 

55 

3 

-1275.0d 

-1275.0 

NM 

-1.29 

18.9 

-24.3 

1388 

-32 

-91.9 

NM 

6775 

6 

2 

738.6 

740.6 

16 

0.86 

21.8 

18.8 

3011 

1 1 

24.6 

-5.4 

4473 

3 

4 

-446.0 

-482.2 

NM 

-0.72 

26.2 

-19.0 

2200 

-12 

-21.9 

NM 

2136 

9 

19 

375,8 

447.1 

77 

0.70 

29.1 

20.4 

1779 

82 

25.1 

14.6 

4201 

43 

5 

-509.0 

-588.0 

NM 

-0.80 

24.3 

-19.4 

1673 

-18 

-35.1 

NM 

2465 

47 

15 

-156.1 

-151.9 

NM 

-0.32 

27.5 

-8.7 

2506 

1 

-6.1 

NM 

1818 

-13 

24 

-979.9cl 

-979.9 

NM 

-1.63 

19.4 

-31.6 

948 

-7 

NM 

NM 

3250 

4 

10 

40.6 

50.7 

-76 

0.03 

19.7 

0.6 

1328 

65 

3.8 

-33.1 

2665 

-2 

13 

602.7 

601.1 

17 

1.20 

20.4 

24.5 

2181 

9 

27.6 

18.6 

3888 

13 

7 

358.7d 

358.7 

-30 

0.68 

22.9 

15.5 

1298 

7 

27.6 

23.7 

2367 

5 

16 

354.5 

377.4 

-18 

0.89 

15.4 

13.6 

1414 

6 

26.7 

8.3 

3797 

5 

8 

59.7 

70.4 

-78 

0.15 

18.8 

2.9 

1193 

2 

5.9 

-21.2 

1 158 

-33 

33 

355.1 

3^1.3 

1 1 

1.22 

14.5 

17.7 

1342 

9 

27.7 

12.2 

2518 

-9 

14 

246.4 

256.2 

-14 

0.84 

15.2 

12.8 

1 159 

-1 

22.1 

7.6 

1983 

-13 

22 

180.0 

181.0 

NM 

0.47 

27.4 

12.9 

858 

-3 

21.1 

-12.2 

949 

20 

40 

337.0 

337.3 

9 

1.16 

14.6 

16.9 

1309 

5 

25.8 

12.6 

2704 

-1 

12 

175.5 

159.5 

370 

0.51 

20.3 

10.3 

1060 

-4 

15.1 

-23.9 

1367 

14 

30 

-1127.5 

-1 1 13.3 

NM 

-3.49 

19.5 

-68.1 

1032 

-10 

NM 

NM 

312 

-14 

85 

286.1 

286.1 

-17 

0.88 

22.0 

19.4 

553 

-13 

51.8 

28.2 

995 

-3 

38 

256.3 

256.7 

13 

0.94 

17.0 

16.0 

1150 

8 

22.3 

13.8 

2011 

-3 

21 

177.9 

201.7 

-17 

0.73 

15.9 

11.6 

997 

-1 

20.2 

3.7 

1152 

-37 

34 

365.3 

362.9 

7 

1.41 

11.9 

16.8 

1194 

5 

30.4 

13.0 

4176 

29 

6 

258.6 

258.8 

14 

1.07 

15.2 

16.2 

907 

9 

28.5 

16.9 

2267 

22 

18 

258.2 

245.1 

21 

1.00 

17.0 

17.0 

898 

3 

27.3 

20.4 

1752f 

30 

25 

22.2 

24.0 

-86 

0.00 

25.3 

0.1 

393 

-14 

6.1 

-49.5 

1473 

10 

28 

264.1 

269.2 

11 

1.14 

15.5 

17.7 

940 

10 

28.7 

12.6 

2109 

5 

20 

246.0 

237.0 

12 

1.05 

18.7 

19.6 

985 

9 

24.1 

31.9 

1823 

14 

23 

265.1 

269.0 

10 

1.19 

13.8 

16.5 

856 

6 

31.4 

8.2 

2707 

16 

1 1 

205.2 

206.3 

-7 

0.97 

14.8 

14.4 

926 

12 

22.3 

10.1 

857 

-43 

43 

231.2 

238.0 

15 

1.01 

17.4 

17.6 

885 

6 

26.9 

12.4 

1665 

1 

26 

260.7 

263.3 

13 

1.24 

15.0 

18.6 

920 

7 

28.6 

12.0 

2304 

17 

17 

-147.8 

-139.5 

NM 

-0.69 

12.9 

-8.9 

744 

9 

-18.8 

NA 

NM* 

NM 

NM 

-8.1 

2.4 

NM 

-0.08 

24.2 

-1.9 

713 

14 

0.3 

NM 

903 

-28 

42 

149.4 

150.8 

22 

1.00 

15.1 

15.1 

637 

14 

23.7 

14.7 

1458 

35 

29 

197.9 

198.7 

11 

1.22 

13.8 

16.8 

777 

8 

25.6 

13.7 

1583 

-3 

27 

73.7 

80.5 

7 

0.48 

21.0 

10.1 

545 

2 

14.8 

-1.7 

532 

-31 

69 

130.6 

136.9 

14 

0.90 

16.1 

14.5 

650 

8 

21.1 

9.2 

1077 

17 

37 

138.7 

138.9 

131 

0.87 

20.1 

17.5 

738 

97 

18.8 

18.5 

758 

-1 

50 

128.8 

129.2 

85 

0.89 

13.7 

12.2 

500 

-1 

25.8 

2.6 

1122 

2 

35 

107.4 

112.2 

NA 

0.67 

26.3 

17.7 

497 

NA 

22.6 

NA 

635 

60 

60 

122.9 

122.9 

15 

0.85 

16.9 

14.4 

548 

13 

22.4 

18.9 

826 

71 

44 

117.1 

123.3 

-19 

1.06 

16.2 

17.1 

462 

5 

26.7 

10.4 

767 

-6 

48 

52.5 

52.3 

-42 

0.45 

16.6 

7.4 

414 

5 

12.6 

6.1 

NM* 

NM 

NM 

109.8 

118.5 

2 

1.02 

14.3 

14.5 

501 

8 

23.6 

10.8 

771 

-19 

46 

77.6 

77.6 

-31 

0.66 

17.6 

11.6 

472 

12 

16.4 

12.8 

767 

4 

47 

90.6 

91.5 

6 

0.87 

15.4 

13.5 

404 

11 

22.6 

8.0 

737 

1 

53 

107.8 

108.0 

10 

1.02 

15.5 

15.8 

410 

7 

26.3 

11.0 

955 

37 

39 

showing  $129 

million  loss.  NA 

—  not  available.  NM  — 

not  meaningful. 

NR  =  not 

reported.  *  Due  to  ownership 

structure 

DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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B 

D 

A 

N 

c 

V 

E 

ASSETS 

DEPOSITS 

LOANS 

19/11 /ftp 
$  MIL. 

12/31/89 
$  MIL. 

CHANGE 
FROM 
1988 

% 

INTEREST/ 
NONINT 

% 

FOR- 
EIGN 

% 

$  MIL. 

CHANGE 
FROM 
1 988 

% 

LOAN- 
LOSS  CF 
PROV.  F 
1 989 
$  MIL. 

3Pi!. 

its? 

IMIL 

51 

FIRST  AMERICAN  BANKSHARES 

Washington,  D.  C. 

11490 

8988 

7 

78/22 

3 

6861 

5 

46.5 

^  41.7 

52 

MICHIGAN  NATIONAL 

Farmington  Hills 

1  1480 

9295 

1 

84/16 

0 

6796 

-8 

128.5  i 

m 

53 

CRESTAR  FINANCIAL 

Richmond,  Va. 

11361 

8467 

2 

80/20 

0 

7769 

1 

44.8 

m 

54 

AMERITRUST 

Cleveland 

11233 

8791 

5 

85/15 

4 

8204 

10 

44.1 

114.5 

55 

NORTHERN  TRUST 

Chicago 

10938 

7038 

4 

74/26 

14 

5660 

21 

16.0 

II3.I 

56 

SOCIETY  (e) 

Cleveland 

10903 

8424 

10 

81/19 

8 

6809 

9 

51.6 

110,0 

57 

VALLEY  NATIONAL 

Phoenix 

10519 

9369 

-2 

79/21 

0 

7295 

-7 

347.8 

-i;2j 

58 

MANUFACTURERS  NATIONAL 

Detroit 

10305 

8365 

6 

78/22 

9 

6232 

1 

36.2 

1049 

59 

DOMINION  BANKSHARES 

Roanoke,  Vo. 

10120 

7624 

8 

86/14 

1 

6948 

9 

48.3 

92.7 

60 

STATE  STREET  BOSTON 

Boston 

9983 

6178 

15 

47/53 

24 

2465 

13 

19.4 

104.3 

61 

BAYBANKS 

Boston 

9913 

8784 

11 

81/19 

1 

8013 

6 

75.0 

56.9 

62 

FIRSTAR 

Milwaukee 

8608 

6835 

6 

75/25 

0 

5350 

6 

43.6 

87.1 

63 

AMSOUTH  BANCORP. 

Birmingham,  Ala. 

8565 

6672 

2 

82/18 

0 

5628 

6 

43.3 

57.8 

64 

BANCORP  HAWAII 

Honolulu 

8317 

7024 

24 

84/16 

15 

4891 

20 

20.9 

79.5 

65 

BANK  OF  TOKYO  TRUST 

New  York 

8239 

5815 

6 

75/25 

55 

3985 

8 

75.0 

24.8 

66 

OLD  KENT  FINANCIAL 

Grand  Rapids 

8127 

6780 

4 

86/14 

1 

5070 

8 

24.1 

8i4 

67 

SOUTHTRUST 

Birmingham,  Ala. 

7763 

6046 

18 

85/15 

3 

4691 

15 

21.2 

72.7 

68 

RIGGS  NATIONAL 

Washington,  D.  C. 

7337 

5977 

8 

84/16 

35 

3809 

7 

5.6 

34.5 

69 

FIRST  MARYLAND  BANCORP 

Baltimore 

7187 

4944 

14 

75/25 

4 

5082 

15 

36.7 

71.2 

70 

MARSHALL  &  ILSLEY 

Milwaukee 

7151 

5585 

6 

77/23 

0 

4625 

13 

12.3 

B3j 

71 

FinH  THIRD 

Cincinnati 

7143 

5784 

14 

83/17 

0 

5164 

14 

36.5 

107.8 

72 

FIRST  AMERICAN 

Nashville 

7058 

5825 

0 

82/18 

0 

4637 

3 

109.7 

4.1 

73 

MERCANTILE  BANCORP. 

St.  Louis 

6942 

5448 

3 

78/22 

1 

4864 

5 

94.8 

0.4 

74 

SANWA  BANK 

San  Francisco 

6918 

5564 

8 

80/20 

14 

4731 

6 

94.9 

14,0 

75 

INTEGRA  FINANCIAL 

Titusville,  Pa. 

6768 

5804 

0 

85/15 

0 

4021 

-1 

61.2 

!9.1 

76 

HIBERNIA 

New  Orleans 

6699 

5870 

24 

85/15 

3 

4747 

12 

36.4 

m 

77 

FIRST  TENNESSEE  NATIONAL 

Memphis 

6398 

4949 

6 

79/21 

0 

3661 

2 

63.9 

28,1 

78 

FIRST  EMPIRE  STATE 

Buffalo 

6234 

4871 

-4 

89/11 

4 

4374 

10 

15.3 

50,0 

79 

SOUTH  CAROLINA  NATIONAL 

Columbia 

6216 

4667 

16 

82/18 

0 

4204 

10 

24.3 

58,4 

80 

UNITED  BANKS  OF  COLORADO 

Denver 

6080 

4754 

3 

75/25 

0 

3216 

3 

37.7 

17,4 

81 

INB  FINANCIAL 

Indianapolis 

6015 

4571 

6 

78/22 

2 

3896 

1 

39.3 

58.2 

82 

STAR  BANC 

Cincinnati 

5949 

4973 

5 

83/17 

0 

4268 

10 

35.4 

57,5 

83 

BANCO  POPULAR  DE  PUERTO  RICO 

San  Juan 

5923 

4926 

4 

77/23 

0 

3276 

7 

42.6 

54,4 

84 

COMMERCE  BANCSHARES 

Kansas  City,  Mo. 

5829 

4988 

7 

77/23 

0 

3252 

8 

15.8 

54,9 

85 

FIRST  SECURITY 

Salt  Lake  City 

5795 

4149 

6 

82/18 

1 

4053 

10 

32.8 

43,0 

86 

MERCHANTS  NATIONAL 

Indianapolis 

5577 

4122 

10 

80/20 

0 

3503 

17 

32.7 

42,2 

87 

INDUSTRIAL  BANK  OF  JAPAN  TRUST 

New  York 

5575 

3199 

4 

98/2 

85 

2389 

14 

18.7 

149 

88 

FIRST  FLORIDA  BANKS 

Tampa 

5565 

4637 

7 

79/21 

0 

3695 

4 

18.9 

395 

89 

FIRST  ALABAMA  BANCSHARES 

Montgomery 

5550 

4744 

10 

82/18 

0 

3686 

16 

15.8 

423 

90 

CENTRAL  FIDELITY  BANKS 

Richmond,  Va. 

5335 

4142 

1 1 

85/15 

0 

3529 

10 

17.2 

519 

91 

TRUSTCORP  (e) 

Toledo 

5327 

4548 

2 

87/13 

0 

3666 

-9 

1 16.4 

-99,4 

92 

EUROPEAN-AMERICAN  BANCORP 

New  York 

5293 

4608 

5 

74/26 

3 

3322 

-1 

34.1 

60,0 

93 

BANK  SOUTH 

Atlanta 

5136 

3723 

5 

78/22 

0 

3315 

2 

20.4 

4«,0 

94 

FIRST  VIRGINIA  BANKS 

Falls  Church 

5124 

4427 

5 

82/18 

0 

3336 

5 

11.0 

57,4 
57,! 

95 

FIRST  HAWAIIAN 

Honolulu 

5080 

4512 

20 

84/16 

7 

2807 

18 

9.0 

96 

BB&T  FINANCIAL 

Wilson,  N.  C. 

4808 

3899 

13 

85/15 

2 

3195 

5 

12.2 

43,9(1 

!;.5 

97 

ISRAEL  DISCOUNT  BANK  |bj 

New  York 

4777 

4404 

1 1 

97/3 

35 

1014 

-10 

22.5 

98 

CITY  NATIONAL 

Beverly  Hills,  Calif 

4699 

oooo 

]  ] 

70/30 

0 

2722 

12 

15.0 

591 

99 

FIRST  COMMERCE 

New  Orleans 

4658 

3798 

1 1 

76/24 

1 

2327 

11 

26.2 

100 

CENTRAL  BANCSHARES  OF  THE  SOUTH 

Birmingham,  Ala. 

4519 

3239 

15 

82/18 

0 

2835 

10 

18.4 

AU  INDUSTRY  COMPOSITE            (Dollar  figures  in  billions) 

2275.8 

1600.6 

7 

80/20 

18 

1461.2 

7 

24.6 

7.1 

100  BUSINESS  WEEK/APRIl  2.  1990 
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E 

mm 

B 

o 

A 

R 

D 

PERFORMANCE 

MARKET  VALUE 

OPER. 

1989 
$  MIL. 

NET 
^1989 

CHANGE 
FROM 
1988 

% 

RETURN 

ON 
ASSETS 

1989 

% 

LEVER- 
AGE 
1989 

RETURN 

ON 
EQUITY 
1989 

% 

NET 
INTEREST 
INCOME 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

NET 
INCOME 
AS  %  OF 
NET  INT. 
INCOME 

5-YEAR 
AVER. 
GROWTH 
EPS 

% 

3/9/90 
$  MIL. 

CHANGE 
FROM 
1989 

% 

RANK 

61.7 

66.7 

-11 

0.61 

13.7 

8.4 

389 

7 

17.2 

NA 

1N/V\ 

NM 

NM 

195.0 

187.3 

101 

1.69 

17.2 

29.1 

447 

10 

41.9 

42.2 

651 

-3 

59 

103.2 

103.8 

17 

0.95 

15.9 

15.1 

413 

5 

25.1 

5.5 

906 

25 

41 

1 14.5 

1 15.9 

22 

1.10 

14.6 

16.1 

440 

12 

26.4 

7.4 

784 

-7 

45 

1 13.1 

1 13.2 

4 

1.01 

23.8 

23.9 

273 

7 

41.4 

38.2 

1 107 

54 

36 

1 10.0 

1 10.0 

10 

1.09 

14.2 

15.5 

443 

17 

24.9 

11.3 

/U  1  e 

o 

— y 

57 

-152.5 

-149.2 

NM 

-1.39 

19.0 

-26.4 

473 

1 

-31.6 

NM 

277 

-49 

88 

106.9 

107.3 

11 

1.08 

16.2 

17.5 

365 

10 

29.4 

7.7 

749 

10 

51 

92.7 

94.1 

13 

1.00 

16.0 

16.0 

389 

7 

24.2 

12.7 

745 

5 

52 

106.3 

104.0 

13 

1.29 

14.6 

18.7 

232 

8 

44.8 

16.4 

1319 

34 

31 

56.9 

63. 1 

-29 

0.65 

16.5 

10.8 

403 

7 

15.7 

8.1 

Jo/ 

—47 

83 

87.1 

87.2 

-22 

1.05 

15.8 

16.6 

348 

8 

25.1 
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CBS  AND  NCAA  EXECUTIVES  WATCHING  EARLY-ROUND  1990  TOURNAMENT  GAMES:  FOR  THE  NETWORK,  A  $1  BILLION  GAMBLE 


'MARCH  MADNESS' 

IS  GETTING  EVEN  CRAZIER 


The  NCAA's  basketball  toumey  may  be  too  rich  for  its  own  good 


F: 


lor  years,  the  NCAA  Basketball 
Championship  was  played  in  the 
shadow  of  "'big  league"  sports.  As 
recently  as  1979 — the  year  Larry  Bird 
faced  Magic  Johnson  in  the  most- 
watched  college  basketball  game  in  his- 
tor\' — T\'  rights  went  for  a  mere  mil- 
lion. No  more. 

As  the  nation's  best  college  teams  bat- 
tle for  a  berth  in  the  Final  Four  begin- 
ning on  Mar.  31  in  Denver,  the  tourna- 
ment is  being  equated  with  the  Super 
Bowl  and  World  Series.  Scalpers  are 
hawking  Final  Four  tickets,  with  a  face 
value  of  $55,  for  $750  to  $2,000  apiece. 
And  last  November,  CBS  Inc.  agreed  to 
pay  Si  billion  to  broadcast  the  tourna- 
ment for  the  next  seven  years. 
OUT  OF  HAND?  Cities  now  compete  fero- 
ciously for  the  right  to  host  this  plum. 
Denver  officials  say  the  Final  Four  will 
be  the  biggest  sporting  event  in  the 
city's  history.  And  they're  planning  to 
use  it  to  promote  the  still-struggling 
Denver  economy.  To  help,  they  persuad- 
ed 108  corporate  sponsors,  led  by  US 
West  Inc.,  to  pony  up  $800,000  for  such 
uses  as  entertainment  of  visiting  CEOs. 

Still,  there  are  signs  that  March  Mad- 
ness may  be  getting  out  of  hand.  Ad- 
vertisers doubt  that  CBS  will  ever  break 
even  on  its  $1  billion  contract.  And 


there's  growing  concern  that  the  huge 
dollars  surrounding  this  supposedly  am- 
ateur tournament  are  playing  an  insid- 
ious role  in  the  wave  of  corruption  taint- 
ing college  basketball. 

There's  no  doubt  the  xcaa  basketball 
championship  is  one  of  the  most  phe- 
nomenal success  stories  in  sports.  Since 
the  NCAA  began  expanding  the  tourna- 
ment in  1975,  attendance  has  quadru- 
pled, to  613,000.  But  the  real  story  of  the 
tourney's  growth  is  television.  CBS  won 
rights  to  televise  the  1982-84  contests  for 
$16  million  a  year.  By  1988-90,  the  price 
was  $55.2  million  a  year.  Next  year,  CBS 
will  pay  $115  million  for  1991  rights,  and 
the  price  over  the  life  of  the  new  seven- 
year  contract  will  average  $143  million. 

But  success  has  brought  with  it  the 
seeds  of  trouble.  Has  CBS  overbid  for 
the  tournament?  "I  don't  think  they'll 
be  able  to  cover  their  costs,"  warns 
Paul  Isacsson,  executive  vice-president 
in  charge  of  national  broadcast  buying 
for  Young  &  Rubicam  Inc.  True,  CBS 
sold  out  this  year's  tournament,  even 
though  it  hiked  rates  about  lo7'.  But 
the  network  will  have  to  raise  prices 
a  lot  more  than  that  to  pay  for  the 
contract.  To  make  matters  worse,  the 
XCAA  is  limiting  beer,  a  critical  sponsor 
of  sporting  events,  to  about  only  two 


minutes  a  game — a  one-third  decrea: 

Then  there's  growing  worry  that  t| 
extra  millions  the  xcaa  will  reap  co 
lead  to  more  illegal  recruiting  of  hi 
school  stars  and  other  rules  violatio 
■'Some  programs  are  out  of  contro| 
concedes  Big  Ten  Commissioner  Jim 
lany,  who  heads  the  committee  t 
oversees  the  tourney. 

This  year,  the  xcaa  expects  to  cl 
about  $65  million  on  tournament  recei 
of  $72.3  million.  Next  year,  the  tour 
ment  could  easily  gross  $130  millii 
thus  exacerbating  the  problem.  Ti 
XCA.\  gets  iO'/f  of  this  year's  $65  millii 
while  the  other  60'^  goes  to  the  64 
leges  in  the  tourney.  The  32  teams  eli 
nated  in  the  first  round  go  home  w 
$286,500  apiece;  teams  that  go  to 
Final  Four  each  get  $1.4  million. 

The  XCAA,  says  Delany,  is  study 
new  ways  of  distributing  its  riches 
reduce  the  incentives  to  do  the  wro| 
thing."  Many  conferences — such  as 
Big  Ten — require  colleges  going  to 
tournament  to  divide  their  proceeds  w| 
other  conference  schools.  And  the  x 
uses  much  of  its  407^  share  to  supp^ 
less-affluent  college  sports.  Still,  t! 
$1.4  million  reward  for  making  it  all 
way  to  Denver  is  a  powerful  carrot. 

Serious  as  these  problems  may 
they  don't  seem  to  slow  the  almost  uni 
lievable  growth  of  college  basketb; 
This  year's  Super  Bowl  was  over  w 
before  halftime,  and  the  earthquake  p 
vided  the  only  real  drama  in  last  yea 
World  Series.  But  during  the  entire 
cade  of  the  Eighties,  only  two  of 
XCAA  championship  games  were  decic 
by  more  than  five  points.  No  amount 
money  can  buy  that  kind  of  exciteme 
By  William  C.  Symojids  in  De 
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M   A   G   I   N  G 


HANGING    THE    WAY    THE    WORLD  WORKS 


's  extraordinary 
as  the  introductionT^^^typewriter  in 

1867,  imaging  is  dramatically  altering  today's 
workplace  by  reducing  paper  processing, 
streamlining  workflow,  and  making  files 
instantly  accessible.  The  power  inherent  in 
information  no  longer  derives  from  mere 
possession,  but  rather  from  how  information 
is  use;^.  No  one,  from  CEO  to  retiree,  will 
remain  untouched  in  the  1990s  by  this 
burgeoning  industry. 


THE  IMAGE  1 
OF  THE  FUTURE. 

A  world  leader  in  the  information 
management  industry  is  about  to  make 
a  major  product  introduction.  It  will  not 
only  affect  how  you  will  be  managing 
your  images  tomorrow,  it  will  graphically 
improve  your  corporate  image  as  well.  ,  ^ 

Look  for  it  at  booth  1720  at  tiie 
AIIM  Show,  April  10-12,  in  McCormick 
Place,  Chicago.  Or  write  J.  Mark  Woods, 
Chief  Operating  Officer,  Executive  Vice 
President,  Anacomp,  Inc.,  One  Buckhead 
Plaza,  3060  Peachtree  Road,  N.W.,  Suite  : 
1700,  Atianta,  Georgia  30305.  Or  simply 

call  404-262-2667 

The  Image  Of  The  FuUire!"  It  will 
soon  be  in  your  hands. 

Manage  it  well. 


SPECIAL  ADVERTISING  SECTION 


MAGING^ 


GING    THE    WAV    THE    WORLD  WORKS: 


i 


HE  TECHNOLOGY  OF 
HE  NINETIES 


n  1988,  many 
people  received 
an  unexpected, 
personal  tap  on  the 
shoulder  by  a  new 
m  technology  few  knew 
asted.  The  billing  statements  from 
merican  Express  suddenly  con- 
ined  laser-printed,  reduced  facsim- 
es  of  the  original  receipts, 
icluding  signatures.  The  repro- 
iced  forms  were  not  photocopies, 
it  rather  digitized  electronic  im- 
;es  printed  on  the  billing  state- 
ents.  Somewhere  between  signing 
le  receipt  and  receiving  the  bill,  pa- 
IX  had  been  converted  to  an  elec- 
onic  image.  It  was  the  beginnmg  of 
1  era. 

Imaging  is  a  new  way  of  handling 
[formation  and  the  media  that 
mvey  it.  Currently,  nearly  95%  of 
le  information  used  by  businesses 
cists  on  paper.  The  U.S.  alone  gen- 


erates over  250,000,000  original 
documents  a  day.  Add  in  copies  and 
computer  printouts,  and  the  num- 
ber rises  to  3.2  billion  documents  a 
day.  Imaging  systems  convert  docu- 
ments— letters,  forms,  files,  draw- 
ings, maps,  records,  charts,  even 
photographs  —  to  digitized  elec- 
tronic data  that  can  be  stored  and 
retrieved  at  a  moment's  notice. 

"Workers  spend  less  time  filing 
and  retrieving,  and  customers  re- 
ceive better  service,"  explains  Sue 
Wolk,  Executive  Director  of  the 
Association  for  Information  and 
Image  Management  (AIIM),  head- 
quartered in  Silver  Spring,  Maryland. 
"Add  in  a  much  reduced  error  rate, 
and  the  image-enabled  company  to- 
day enjoys  a  distinct  and  tangible 
competitive  advantage." 

Imaging  systems  may  be  micro- 
graphic,  electronic,  or  both.  A  micro- 
graphic-based  system  consists  of  a 
camera  that  reduces  the  paper  im- 
age, a  medium  on  which  the  image  is 
stored  (roll  film,  microfilm,  or  micro- 
fiche), a  storage  medium  and  re- 
trieval device,  and  an  output  device 
to  restore  the  image  to  hard  copy.  An 
electronic-based  image  system  is 
similar,  consisting  of  a  scanner  that 
converts  the  paper  document  to  a 
digitized  form,  a  processor  that  com- 
presses the  image,  a  storage  medium 
to  hold  the  image,  a  retrieval  mecha- 
nism to  decompress  the  image  for 
viewing  on  a  workstation  or  monitor, 
and  an  output  device  to  restore  the 
image  to  hard  copy  format.  Either 
type  of  system  may  include  software 


Micjogjapbic  Imaging  System  (cour/L'sv  uf  Anucoin(}.  Inc  } 

for  manipulating  the  image,  network 
links  to  disseminate  the  image  to 
remote  locations,  and  specialized 
application  programs  to  perform 
desired  tasks  with  the  information 
the  image  contains. 

Industries  that  have  adopted 
imaging  as  essential  to  competition 
include  health  care,  insurance,  engi- 
neering, banking  and  finance,  aero- 
space, pharmaceuticals,  education, 
utilities,  law,  and  government  agen- 
cies. More  and  more  companies  are 
finding  that  to  be  without  is  to  be 
left  out.  • 


THE  WONDER 
INDUSTRY 


W! 


Electromc  Imaging  S>'i/t'in 
(Courtesy  of  Wang  Laboratories.  Inc.) 


'h\\e  imag- 
ing looks 
new,  its 
origins  are  decades 
old.  Micrographic 
technologies  have 
been  used  for  years  by  banks  and 
libraries  to  convert  large  volumes  of 
paper-based  information  to  photo- 
graphic reductions  that  can  be 
stored  in  small  spaces  and  retrieved 
easily  and  quickly.  Micrographics 
continues  to  be  an  integral  and  vital 
part  of  the  imaging  industry. 

But  the  advent  of  new  technolo- 
gies, particularly  optical  disk  and 
higher-powered  chips  and  transmis- 
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sion  techniques,  has  turned  imaging 
into  a  wonder  industry  marked  by 
unprecedented  growth.  In  1988,  the 
industry  revenue  was  at  S3. 3 5  billion 
(Figure  1).  Industry  analysts  project 
a  1993  revenue  of  $12.7  billion,  a 
staggering  30%  compound  annual 
growth  rate  over  five  years! 

Currently,  42%  of  revenue  is 
attributed  to  micrographics,  and 
24%  to  electronic  imaging  (Figure 
2).  But  that  relationship  is  expected 
to  change  considerably  by  1993, 
when  micrographics  is  expected  to 
grow  9%  compared  to  a  projected 
54%  growth  in  electronic  imaging 


(Figure  3). 

No  one  vertical  market  is  a  domi- 
nant user  of  imaging  technology, 
In  1988,  the  health  care  industry' 
had  the  greatest  share  at  18%,  but 
go\ernment,  manufacturing,  and 
wholesale  and  retail  each  had  a  com 
parable  15%  share  of  the  market 
(Figure  4).  Analysts  interpret  this  to 
mean  that  imaging  crosses  all  market 
boundaries  and  its  use  is  restricted 
only  by  the  availability  of  system 
applications  developed  to  date 
All  indications  are  that  applications 
will  continue  to  multiply  at  an 
astounding  rate. 


INFORMATION  AND  IMAGE  MANAGEMENT 

1 988  Revenue  by  Product  Segment 

' '     ■  $360M 
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{AI\M  trade  members  revenues) 
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Total  Revenue  Growth  1988-1993  by  Product  Segment 


Billions 
of 
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Total  1988  Revenues  by  Vertical  Market 
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$440M 


Source;  Temple,  Barker,  Sloon 
survey  of  AIIM  members 


ma 
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LEARNING  FROM 
THE  PC  INDUSTRY 


T 


'he  imaging 
industry  has 
learned  from 
the  sluggish  start 
made  by  the  per- 
sonal computer 
manufacturers  in  the  early  eighties. 
The  PC  market  suffered  for  several 
years  from  electronic  protectionism. 
By  contrast,  the  imaging  braintrust 
is  pursuing  a  goal  of  open  architec- 
ture, which  encourages  interconnec- 
tivity  of  machines  and  software 
among  the  numerous  competing 
manufacturers. 

What  impresses  industry  watchers 
most  is  that  this  electronic  glasnost 
is  working:  rather  than  freezing 
some  manufacturers  out,  open 
architecture  has  fostered  growth 
in  the  imaging  market.  Ease  of  con- 
nectivity means  more  choice  for 
consumers,  which  makes  the  indus- 
try more  "consumer-friendly"  and 
which  leaves  manufacturers  to  con- 
centrate on  developing  new  applica- 
tions to  meet  an  expanding  market's 
emerging  needs.  • 
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BECOMING  A 
MAJOR  PLAYER  IN 
JUST  6  MONTHS 


n  o  t  h  e  r 
"friendly" 
posture  at 
work  in  the  industry 
IS  the  prevalence  of 
strategic  alliances. 
Apparent  competitors  in  imaging 
have  forged  cooperative  agreements 
to  work  synergistically  toward  a 
common  goal.  Thus,  Digital  Equip- 
ment Corporation  is  working  with 
Eastman  Kodak  Company,  IBM 
with  TRW  Financial  Systems,  Inc., 
and  Unisys  Corporation  with 
FileNet.  • 


MEDIA  INDEPENDENCE 
MEANS  CHOICE 


A 


nother  indi- 
cation of  how 
the  industry 
IS  carving  a  unique 
niche  in  the  business 
world  is  its  resolution 
of  the  media  question.  As  noted, 
micrographics  started  the  industry. 
Some  worried  that  the  arrival  of  opti- 


cal disk  technology  would  render 
micrographics  obsolete.  But  that 
didn't  happen.  Instead,  the  market 
found  room  for  both  media,  and  add- 
ed magnetic  storage  for  extra  choice. 

Now  the  application  drives  the 
selection  of  media.  For  long-term 
record  storage  applications,  micro- 
graphic  media  offers  advantages. 
For  transactional  applications, 
optical  or  magnetic  media  tend  to 
dominate,  although  interactive 
micrographic  systems  are  also 
widely  used.  Some  systems  are  now 
combining  the  two,  such  that  the 
latest  micrographic  readers  can 
now  digitize  the  image  and  permit 
storage  on  all  media:  film,  optical, 
or  magnetic.  • 


HIGH-TECH 
CONSULTATIONS 


D 


{Courtesy  of  bMstmau  Kodi2k  Cifmpanv) 


e c  i  d  i  n  g  on 
I  which  medium 
and  what  size 
and  type  of  system, 
particularly  for  large 
installations,  can 
require  substantial  exploration  of 
application  needs.  Specialized 
consultants  can  help  enumerate  the 
options. 

According  to  Thornton  A.  May, 
Director  of  Imaging  Research  at  the 
Nolan  Norton  Institute,  there  are 
three  steps  in  implementing  a  full- 
blown imaging  system.  "You  must 
re-architect  the  workplace  to  accom- 
modate changes  imaging  will  make 
in  the  workflow.  Second,  you  must 
retool  the  human  resources  to  make 
them  comfortable  with  the  new 
technology.  And,  lastly,  but  most  im- 
portantly, you  must  fit  the  imaging 
system  into  the  existing  work  struc- 
ture. You  are  not  starting  from 
scratch,  you  are  evolving  from  where 
you  currently  are." 

Companies  like  Andersen  Con- 
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Would  you  like  to  be  able  to  manage  documents 
the  way  you  manage  data?  You  can,  if  you 
capture  the  document  and  convert  it  to  an  image, 
so  it  can  be  managed  electronically. 

Kodak  has  tools  that  make  it  easy.  You  simply 
replace  the  paper  document  with  a  picture  taken 
on  microfilm  or  electronically  scanned  onto  an 
optical  disk  or  a  magnetic  medium.  A  few 
keystrokes,  and  you  have  the  image  on-screen, 
complete  with  marginal  notes,  endorsements, 
diagrams  and  signatures.  You've  built  an 
image  base. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960A. 
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suiting  specialize  in  large  business 
conversions,  where  the  change  to 
imaging  may  involve  numerous,  di- 
verse departments,  from  personnel 
and  accounting,  to  public  relations 
and  research  and  development. 
"Larger  systems  are  becoming  more 
prevalent,"  explains  Hugh  Ryan  of 
Andersen  Consulting,  "because  the 
imaging  industry  is  looking  at  enter- 
prise-wide solutions.  That  means 
getting  everyone  involved,  from 
the  top  to  the  bottom — and  back 
again."  • 


PC-BASED  IMAGING 
IS  HERE 


a: 


o  n  g  with 
mainframe- 
kbascd  solu- 
tions, a  concurrent 
focus  has  developed: 
I  he  PC-based  imag- 
ing system. 

"The  move  toward  PC-based 
imaging  solutions  is  occurring  at  a 
faster  rate  than  the  word  processing 
transformation  of  the  early  eighties," 
says  Roger  Sullivan,  Vice  President 
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of  Image  Management  Systems  at 
BIS  CAP  International.  "The  tech- 
nology setting  IS  simply  ripe  for 
PC-based  imaging." 

The  image-enabled  PC,  especially 
as  part  of  a  network,  makes  a  small 
business  a  strong  competitor,  able  to 
hold  its  own  against  larger  compan- 
ies. And  because  such  PC  imaging 
platforms  are  applications  indepen- 
dent, the  industry  is  expecting  a 
proliferation  of  new  applications 
designed  specifically  for  the  PC. 
Analysts  are  saying,  give  the  indus- 
try a  year.  Maybe  less.  • 


WHY  BUSINESSES  NEED 
IMAGING  NOW 


s 


•  ome  companies 
do  not  want 
their  competi- 
tors to  know  that 
they  have  installed 
imaging  at  their  facil- 
ities. The  reason  is  simple:  imaging 
gives  them  a  powerful  competitive 
edge.  When  the  application  makes 
imaging  uneoncealable,  however, 
companies  seek  the  publicity  to  lure 
additional  customers. 


{Courtesy  tif  Anacomp,  Inc  } 

"High  visibility  applications  ar({ 
helping  the  industry  gain  recognij 
tion  for  what  it  can  do,"  explainii 
James  Breuer,  Director  of  CommunI 
ications  at  AIIM.  "We're  getting 
boost  from  both  sides  now.  Ever' 
without  knowing  the  technology  h], 
name,  the  consumer  perceives  the 
benefits  of  imaging  and  seeks  thosu 
companies  that  use  it.  The  compani 
ies  themselves  recognize  that  con* 
sumer  perception  is  a  means  to  ; 
competitive  advantage  becaus( 
added  value  translates  into  highe 
market  share." 

Better  and  faster  service,  more 
accurate  records,  quicker  transac 
tions,  and  fewer  accounting  error; 
ultimately  mean  more  black  ink  or 
the  bottom  line,  and  that  has  com 
panics  scrambling  to  learn  more 
about  how  their  businesses  can  ben 
efit  from  imaging  technology.  • 


{C(Hirtcsy  of  VVdMi;  I  .ahindii uit' 


what's  the  best  medium  to  file  an  image  or 
data  in  secure,  retrievable  form?  Kodak  is 
expert  in  all  of  them. 

Kodak  offers  a  complete  array  of  storage  media 
from  high  end  to  low  end.  As  you  would  expect, 
we  are  a  leader  in  microfilm  products.  We  are 
also  a  leader  in  optical  and  magnetic  storage 
products.  The  14-inch  Kodak  optical  disk,  able  to 
hold  6.8  gigabytes  of  data,  is  the  highest- 
capacity,  highest-performance  optical  disk  in  the 
world.  Verbatim  Corp.,  a  Kodak  company,  offers 
a  family  of  diskettes,  including  one  with  a  Teflon"^' 
coating  for  unprecedented  protection  against 
data  loss  due  to  accidents.  You  will  also  find  us  at 
the  forefront  of  erasable  optical  disk  technology. 
Choose  the  medium  according  to  your  applica- 
tion. Choose  us  because  we  offer  them  all,  with 
the  best  support  and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960C. 

Teflon  IS  a  uademark  of  Duf\)nt 


The  new  vision  of  Kodak 


IMAGING  UNCLE  SAM 


CHICAGO  IS  BEAUTIFUL 
IN  APRIL 


T: 


'he  best  place  to 
learn  the  latest 
developments 
in  imaging  is  at  the 
annual  AllM  Show 
and  Conference. 
This  year  the  premier  event  on 
imaging's  calendar  will  be  held  at 
McCormick  Place  in  Chicago  on 
April  9-12.  Growing  at  a  rate  of  20% 
each  year  over  the  past  six  years,  the 
four-day  showcase  features  exhibits, 
presentations,  and  seminars  on  all 
aspects  of  imaging,  including  the  in- 
troduction of  new  products  and  edu- 
cational offerings  to  bring  the  novice 
up  to  speed  on  the  fundamentals. 

Don't  be  surprised  to  find  the 
Windy  City's  newest  mayor,  the 
Honorable  Richard  M.  Daley,  walk- 
ing the  exhibit  aisles  and  checking 
out  the  latest  systems.  One  of  his 
campaign  commercials  during  the 
election  touted  his  installation  of 
imaging  systems  during  his  term  as 
State's  Attorney  General  to  clean  up 
the  backlog  of  paper  in  that  branch 
ot  Illinois  government.  • 
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ctually,  gov- 
ernment is 
ko  n  e  of  the 
largest  users  of  imag- 
ing technology.  All 
branches  of  the  mili- 
tary, the  Internal  Revenue  Service, 
the  Food  and  Drug  Administration, 
the  Environmental  Protection 
Agency,  law  enforcement  agencies, 
and  the  Census  Bureau  rely  increas- 
ingly on  imaging  to  improve  their  ef- 
ficiency. And  since  1987  the  House 
of  Representatives  has  been  using 
an  imaging  system  at  the  House  F'i- 
nance  Office  to  help  reduce  storage 
space  and  speed  up  handling  of 
thousands  of  employee  and  payroll 
files. 

The  courts,  too,  are  turning  to 
imaging  to  speed  up  their  efficiency 
and  ease  caseload  backup.  At  the  Jef- 
ferson County  District  Civil  Court 
in  Louisville,  Kentucky,  a  Kodak 
KIMS  System  uses  a  Digital  Equip- 
ment Corporation  VAX™  computer 
and  proprietary  Kodak  hardware  and 
software  for  storage  and  ready  re- 
trieval of  court  documents  dating 
back  over  15  years.  Under  the  old 
manual  system,  a  year's  worth  of 
court  filings  took  up  more  than  700 
square  feet.  The  Kodak  system 
stores  that  same  information  on 
eight  optical  disks.  Ultimately,  the 
system  is  expected  to  reduce  records 
storage  space  by  95%  and  will  be 
adopted  statewide  when  initial 
studies  are  completed.  • 


Kodak  KIMS  System  icoudesv  of  Eastman  Kodak  Company) 


MOVING  AMERICA  WITH 
IMAGING 


T! 


'he  transporta- 
tion systems; 
from  the  air-j 
lines  to  the  auto-ji 
motive  industry,  are 
benefitting  in  a  big 
way  from  imaging.  An  IBM  AS/ 
400™  ImagePlus™  system  is  speeding 
up  long  distance  rail  shipments  on 
Conrail,  where  6,000  waybills  a  day 
must  be  opened,  sorted,  distributed, 
processed  and  stored.  The  system 
consists  of  35  IBM  Personal  System 
/2™  workstations  with  landscaped 
displays,  four  scanners  and  four 
printers  connected  to  an  AS/400 
Model  B40.  Documents  are  stored 
on  an  optical  sub-system  with  two 
stand-alone  Write  Once,  Read  Many 
(WORM)  drives. 

And  Anacomp  and  BMW  of 
North  America  have  teamed  up  to 
develop  a  PC-based,  menu-driven 
CAR  (computer-assisted-retrieval) 
microfiche  system  to  update  BMW's 
technical  bulletins.  Nearly  1,200 
technical  bulletins,  detailing  every- 
thing from  EPA  regulations  to  seat 
belt  installation  instructions,  are 
microfilmed  onto  10  categorized 
microfiche.  Using  Advanced  Func- 
tion Indexing  (AFI)  for  automatic 
updating,  purging  and  reformatting, 
Anacomp  has  saved  BMW  consider- 
able annual  expense  and  eliminated 
the  backlog  of  technical  updates. 

Using  one  to  seven  different 
lookup  modes — year  of  car,  model, 
engine  type,  problem  type,  etc. — 
mechanics  can  immediately  find  the 
correct  microfiche  and  frame  num- 
ber to  locate  a  mechanical  problem 
and  its  corresponding  technical  bul- 
letin, resulting  in  complete  and  ac- 
curate data  for  any  variable.  And 
that  gives  the  car  owner  the  best  and 
most  up-to-date  service  possible.  • 
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There  are  Kodak  systems  to  let  you  create 
documents,  view,  merge,  change,  copy,  print 
and  transmit  them.  Control  them.  Safely 
stored,  they  can  be  found  and  retrieved  in 
seconds. 

Kodak  systems  can  find  a  cost-effective,  archival 
image  on  microfilm  in  seconds.  Or  a  time- 
sensitive  document  on  an  optical  disk  even  faster. 
Then  you  can  v/ew act  on  it.  Or,  vv/th  systems 
like  our  electronic  publishing  system,  you  can 
even  add  to  or  improve  on  a  document.  Equally 
important,  Kodak  software  systems  people  are 
dedicated  to  linking  any  of  these  devices  into  any 
of  yours,  from  mainframe  to  mini  to  PC. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960B. 


The  new  vision  of  Kodak 


BANKING  AND 
FINANCE,  EDUCATION, 
AND,  YES,  MUSIC 


P 


icrhaps  the  most 
application  en- 
ergy is  being  de- 
\  oted  to  banking  and 
finance.  That's  not 
surprising,  since 
these  businesses  are  highly  paper- 
intensi\e.  X'lrtualh  all  transactions 
involve  some  paper,  and  the  busi- 
nesses themsehes  are  transaction- 
oriented,  with  time  at  a  premium. 
Numerous  companies  make  bank- 
ing imaging  application  systems, 
from  signature  verification  s>  stems 
to  check  processing  equipment. 

Teachers,  as  well,  are  benefitting 
from  imaging.  An  IBM  ImagePlus 
system  at  the  .Arkansas  Teacher  Re- 
tirement Board  office  is  eliminating 
the  20-minute  to  several-day  delay 
that  the  400,000  present  and  former 
.\rkansas  teachers  used  to  experi- 
ence while  inquiries  were  processed. 
The  IBM  imaging  system  allows  the 
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office  staff  to  change  addresses  in- 
stanth,  to  alter  an  individual's  sta- 
tus, to  track  teacher  histories,  and  to 
respond  immediately  to  inquiries  on 
\  ested  rights.  The  IBM  solution  also 
pro\  ides  the  state  with  a  centralized 
approach  that  eliminates  the  frag- 
mentation that  existed  in  the  past. 

And  at  BMI  (Broadcast  Music, 
Incorporated),  the  organization 
charged  with  keeping  track  of  what 
music  is  played  when  and  where  in 
order  to  monitor  royalty  pay  ments, 
imaging  is  helping  artists  get  back 
some  of  the  dues  they  paid  o\  er  the 
years.  BMI  updated  their  basic  sys- 
tem, which  had  been  in  place  for 
decades,  in\  ol\  ing  tens  of  thousands 
of  radio  and  tele\  ision  stations,  and 
dollar  amounts  o\"er  30  million  a  year 
merely  for  performance  fees  outside 
the  U.S.,  with  a  CAR  (computer-as- 
s!sted-retne\ al)  s\stem  from  East- 
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man  Kodak  Company.  The  system 
interfaces  with  their  IBM  main- 
frame computer,  which  results  in 
greater  automation  and  accessing 
capabilities  from  all  office  locations 
outside  New  York.  The  tracking  task 
includes  licenses  for  more  than  1.5 
million  songs  on  behalf  of  almost 
100,000  composers,  writers,  and 
publishers.  • 


WHERE  DOES  IMAGING 
GO  FROM  HERE? 


T 


he  future  of  im-i 
aging  is  tricky  tc 
predict,  not  be 
tause  e\olution  is 
^  uncertain,  but  pre 
cisely  because  evolu 
tion  IS  inevitable  in  this  industry 
W  hat  seems  certain  is  that  strategic 
alliances  will  continue  to  forrr 
within  the  industry.  To  that  end,  th 
de\  elopment  of  industry  standard 
seems  inevitable.  "The  pace  o 
standards  de\elopment  is  accelerat 
ing,"  reports  Marihn  Courtot,  Di 
rector  of  Standards  and  Technolog 
at  AIIM.  "With  it  has  come  an  in 
creased  demand  for  AIIM  standard 
In  a  little  more  than  a  year,  1,80 
copies  of  the  standard  for  scan 
ner  quality-  control  ha\e  bee 
purchased." 

Related  technologies  are  alread 
giving  imaging  encouragement  t 
continue  to  evolve.  Intelligent  co 
iers  and  digital  facsimile  are  consii 
ered  by  some  to  be  a  de  facto  part  o 
the  industry  already. 

The  effect  of  all  this  merging  am 
converging  technology  is  difficult  t 
foresee  accurately.  But  imaging  ha 
started  a  mo\  ement  that  will  inevita 
bly  lead  businesses  to  improv  ed  cu 
tomer  ser\  ices,  keener  competitio 
and  a  fuller  integration  of  worl 
markets. 


This  Special  Advertising  Section 
was  sponsored  b\  the  Association  for 
Information  and  Image  Management. 
For  more  information,  please  contact: 
.\UM,  UOO  Wayne  Avenue,  Suite  1100, 
Silver  Spring,  MD  20910. 
Tel.:  501-387-8202,  Fax:  301-587-2711. 

The  text  was  written  by  Ron  Bognore  in 
conjunction  with  USA  Chicago,  Inc. 
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Information  is  only  as  good  as  your  ability  to 
share  it.  Kodak  has  ways  to  make  images  multiply, 
very  quickly,  wherever  they're  coming  from 
and  going  to. 

Whether  the  information  is  digitized  in  the  memory 
of  a  mainframe  or  PC,  stored  on  an  optical  disk, 
floppy  disk  or  on  microfilm,  Kodak  has  a  way  to  put 
it  on  paper  We  can  publish  it  electronically 
or  copy  from  paper  to  paper  And  send  the  image 
across  the  room  or  across  the  country.  With 
the  image  quality  you  expect  from  the  world's 
premier  imaging  company.  In  fact,  our 
advanced  copiers  and  non-impact  printers  will 
put  images  on  both  sides,  then  collate  and 
staple  the  pages.  In  color  when  you  need  it. 
And  all  are  backed-up  with  the  best  support 
and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960D. 


The  new  vision  of  Kodak 


While  the  industries  vary, 
their  image  systems  don't. 


Pharmaceuticals 


Airlii 


ImagePlus 


These  days,  everyone's  using  imaging. 

Hospitals,  airlines,  railroads, 
publishers,  ^u  name  it. 

And  in  increasing  numbers,  they're 
finding  that  the  image  supplier  that  meets 
their  needs  is  IBM. 

To  date,  dozens  of  companies  in 
industries  around  the  world  are  benefiting 
from  IBM  ImagePlus™  imaging  solutions. 

How  significant  is  that?  It  means  that, 
chances  are,  whatever  your  needs,  IBM  has 
an  image  system  for  you.  An  image  system 
that  will  integrate  with  your  present  data 
system  with  ease,  giving  you  a  powerful 
information  solution. 

And  just  as  we've  done  with  each  of 
our  present  customers,  we'll  work  closely 
with  you  to  design  and  implement  the 
system  that  fits  your  particular  needs. 

What's  more,  we'll  oiler  you  services. 
So  you  can  learn  how  to  get  the  most  out  of 
your  IBM  image  solution. 

But  for  starters,  just  remember  this: 
If  you're  looking  for  the  ideal  image  system, 
IBM  lias  just  what  you've  pictured. 

For  more  information,  contact  your 
IBM  representative  or  call: 

I  800  IBM-2468,  ext.  213. 


ImagePlus  is  a  trademark,  and  IBM  is  a  registered  trademark,  of  International  Business 
Mactiines  Corporation  c.  1990  IBM  Corporation 


ersonal  Business 


EDITED  BY  TROY  SEGAL 


Travel 


FOR  BARGAIN  HUNTERS, 
LIFE  BEGINS  AT  50 


America,  we  all  know,  is 
graying.  But  it's 
.trraying  with  a  differ- 
ence. Today's  senior  citizens 
are  richer  and  healthier  than 
ever  before — and  given  the 
chance,  surveys  show,  they 
would  rather  hit  the  road  than 
sit  at  home. 

Their  wanderlust  has  not 
been  lost  on  the  travel  indus- 
try, which  also  notes  that  the 
6.5-plus  group  has  grown  23'' 
since  198() — more  than  twice 
as  fast  as  the  population  as  a 
whole.  Little  surprise,  then, 
that  to  win  the  loyalty  of  this 
growing  market,  more  travel- 
related  companies  are  offer- 
ing bargains  aimed  at  an  old- 
er crowd.  In  the  overbuilt 
lodging  industry,  for  example, 
rates  have  gotten  so  competi- 
tive, "we  tell  our  readers, 
'don't  stop  at  any  place  that 
won't  give  you  at  least  10'^ 
off,"  "  says  Gene  Malott,  edi- 
tor of  The  Mature  Traveler,  a 
monthly  newsletter  based  in 
Reno.  Xev. 

JOIN  THE  CLUB.  What's  inter- 
esting is  not  only  the  extent 
of  the  discounts  but  also  the 
audience  they're  intended  for. 
A  "mature"  traveler  isn't  an 
ancient  one.  You  can  qualify 
for  many  of  these  deals  if 
you've  achieved  the  tender 
age  of  51). 

Case  in  point,  and  a  good 
place  for  a  deal-hunter  to 
start,  is  the  American  Associ- 
ation of  Retired  Persons  (202 
872-4700).  You  just  have  to  be 
50,  and  not  even  retired,  to 
join.  Membership  is  only  $5  a 
year.  The  travel  benefits  in- 
clude discounts  with 
American  Airlines  and  19 
lodging  chains,  including  Mar- 
riott and  Sheraton,  as  well  as 
varying  price  breaks  on  rental 
cars  and  recreational  vehicles. 

You  may  do  even  better 
shopping  on  your  own.  The 
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traveling  by  air,  take  ad- 
:age  of  airfare  discounts, 
t  carriers  will  shave  10% 
any  published  domestic 
— even  the  superlow  Max- 
3rs.  International  routes 
•  also  qualify.  The  airlines 
jly  require  proof  of  age  to 
)me  eligible.  But  for  a 
;ime  fee,  ranging  from  $2.5 
person  for  TWa's  Senior 
/el  Card  to  $50  for  Unit- 
Silver  Wings  Plus  pro- 
m,  travelers  get  other 
jfits,  including  discounts 
oreign  carriers  and  at  ho- 
and  rebates  on  products 
lember  catalogues, 
irlines  are  also  pushing 
m\  books  purchased  for 
rate  travel.  These  deals 
)ably  work  best  for  people 
I  flexible  schedules,  since 
e  are  restricted  to  specific 
s  (table).  For  example, 
thwest  charges  $640  for 
t  tickets,  making  the  one- 
fare  for  any  domestic 
only  $80  on  Tuesday, 
inesday,  Thursday,  and 
irday. 

<G  NOWHERE.  As  a  rule, 
se  ships  don't  single  out 
ors,  because  they  mainly 
e  that  market  already. 

cutthroat  competition  is 
iging  their  attitude.  In 
th  Florida,  cruise  lines 

operate  half-  and  full-day 


A  SAMPLING  OF  AIRLINE  SENIOR  DISCOUNT  PLANS 


Program*                     No.  of  coupons 

Price 

Description 

AMERICAN  SENIOR  CITIZEN 
COUPON  BOOKLET 

4 
8 

$420 
$704 

Limit  of  2,000  miles  one-way  per  coupon.  Good  for  49  states  and  San 
Juan.  Travel  any  day  (except  to  San  Juan  only  on  lues..  Wed.,  Thur.). 
14-day  advance  purchase  of  ticket 

NORTNWEST  SENIOR  ULTRAfARE 
DISCOUNT  COUPONS 

4 
8 

$384 
$640 

Good  for  any  domestic  destination,-  travel  Tues.,  Wed.,  Thur.,  Sat. 
14-day  advance  reservation.  Buy  ticket  up  to  departure  time 

TWA  SENIOR  TRAVELPAK 

5 

$379 

Four  coupons  good  for  any  one-way  U.S.  trip;  1  coupon  for  discount  on 
round  trip  to  Europe.  Travel  Tues.,  Wed.,  Thur.,  Sot.  (Sot.  excluded  for 
Hawaii,  Caribbean).  14-day  advance  purchase 

UNITED  FLIGHTPAC 

4 
8 

$384 
$640 

Limit  of  2,000  miles  one-way  per  coupon.  Good  for  50  states.  Travel 
Tues.,  Wed.,  Thur.,  Sot.  14-day  advance  purchase 

*  Passengers  must  be  62  or  older 

DATA:  BW 

"trips  to  nowhere"  and  to  the 
Bahamas  have  been  advertis- 
ing special  senior  rates. 
SeaEscape  knocks  $10  off  the 
regular  $107  fare  for  a  day's 
outing  from  Miami  to  Free- 
port  or  Bimini  that  includes 
meals  and  casino. 

One  of  the  best  bets  for 
cruise  shoppers  is  Grand  Cir- 
cle Travel  (800  248-3737),  a 
Boston  agency  that  special- 
izes in  the  mature  market. 
The  agency  often  obtains 
large  blocks  of  cabins  from  a 
cruise  company,  so  it  can  pass 
along  some  of  the  lowest 
rates  around.  Grand  Circle's 
Princess  Cruises  brochure 
promises  an  additional  $500 


per  couple  savings  on  top  of  a 
regular  $1,100  discount  if  res- 
ervations for  select  late  sum- 
mer and  fall  European  and 
North  American  cruises  are 
made  by  June  30.  Actually, 
travelers  of  any  age  can  avail 
themselves  of  Grand  Circle's 
rates.  But  the  trips  are  really 
geared  for  an  older  set:  In 
fact,  the  average  age  is  68. 

The  senior  discount  isn't  al- 
ways the  best  deal.  Conven- 
tion goers  may  do  better  with 
a  regular  hotel  group  rate 
than  booking  individually  at 
the  senior  rate.  Amtrak  pas- 
sengers 65  or  older  are  enti- 
tled to  257f  off  any  full-fare 
coach  ticket.  But  many  trains 


offer  a  limited  number  of 
more  deeply  discounted  pro- 
motional fares  on  reserved 
tickets,  available  to  all  cus- 
tomers regardless  of  age. 
And  senior  discounts  often  (as 
the  fine  print  says)  "are  not 
good  with  any  other  promo- 
tional offer.  " 

Remember  that  mature 
traveler  discounts  are  not  al- 
ways advertised.  So  when 
making  reservations,  it  pays 
to  ask.  And  unless  the  pro- 
gram offers  special  ID  cards, 
always  carry  proof  of  age. 
You  wouldn't  want  to  miss 
out  on  a  bargain  just  because 
you  look  younger  than  your 
years.  Ami/  Dunkin 


Fitness 


IWNHILL 
UING  IN  THE 
[C  ROOM 


rhe  maddening  thing 
about  downhill  skiing  is 
that  just  as  you're  get- 
your  ski  legs  back,  the 
;on  ends.  But  an  increas- 
y  popular  home  exercise 
;hine  called  Skier's  Edge 
help  muscles  stay  in 
pe  year  round, 
nlike  other  ski  machines 
1  as  NordicTrak,  Skier's 
;e  simulates  the  motion  of 
'nhill  rather  than  cross- 
atry  skiing.  The  five-foot- 
l  unit  consists  of  a  car- 
:e  that  runs  laterally  along 
ubular  steel  track.  Thick 
istable  rubber  bands  at- 


THE  $545  SKIER'S  EDGE:  A  WELL-ROUNDED  WORKOUT 


tached  to  the  bottom  of  the 
carriage  provide  tension.  You 
mount  the  apparatus  by  plac- 
ing your  feet  in  the  parallel 
footpads  on  top  of  the  car- 
riage and  holding  on  to  two 
long  poles  for  balance. 

By  shifting  your  weight 
from  one  foot  to  the  other  in 
a  swaying  lower-body  rhythm 


similar  to  skiing,  the  carriage 
will  move  from  side  to  side, 
and  the  footpads  will  tilt  just 
the  way  real  skis  do  when 
they  edge  into  a  slope.  Along 
with  muscle  toning,  the  ma- 
chine provides  an  aerobic 
workout,  too. 

Several  other  companies 
market  downhill-ski  machines. 


Fitter  International  in  Calga- 
ry, Alta.,  sells  a  compact  $459 
unit  that  rocks  from  side  to 
side.  It  is  harder  to  stay  bal- 
anced on  than  the  $545  Skier's 
Edge,  which  the  U.  S.  Olympic 
Ski  Team  uses  for  training. 
Skier's  Edge  is  "a  nice  piece 
of  equipment  to  add  to  an  ex- 
ercise regimen,"  says  Gary 
Miller,  a  former  men's  down- 
hill coach  for  the  team.  "You 
can  get  real  bored  lifting 
weights  and  doing  stomach 
routines." 

SIDE  BENEFITS.  Skiers  are  not 
the  only  athletes  who  can  ben- 
efit from  Skier's  Edge  (from 
Scientific  Sports  Systems,  800 
225-9669).  It  also  strengthens 
muscles  for  tennis,  golf,  and 
other  sports  that  require  lat- 
eral movement. 

One  thing  the  machine  can't 
offer  is  the  beauty  of  the 
great  outdoors.  But  at  least 
you  don't  need  a  down  parka 
and  a  face  mask.  A.  D. 
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Smart  Money 

RETAIL  STOCKS:  WHERE  SMART 
SHOPPERS  SHOULD  LOOK 


The  well-documented  trou- 
bles of  some  of  the  na- 
tion's prominent  stores  may 
prompt  investors  to  reject 
the  notion  of  shopping  for  re- 
tail stocks.  But  the  sector 
performed  suprisingly  well 
in  1989.  Partly  because  of  its 
tarnished  image,  "the  group 
generally  is  undervalued," 
says  analyst  Kurt  Winters  at 
IDS  Financial  Services. 

Last  year,  earnings  for  the 
ol  retail  stocks  in  the  Stan- 
dard &  Poor's  5()0-stock  in- 
dex shot  up  nearly  20'X.  The 
group's  share  prices  rose 
25.2'?s  just  short  of  the  S&P 
500's  rise.  A  sluggish  econo- 
my and  a  slowdown  in  con- 
sumer spending  may  prevent 
retail  stocks  from  matching 
those  results  in  1990.  But 
careful  shopping  could  turn 
up  some  good  buys. 


Penney  and  May 
stand  to  profit  from 
others'  misfortunes 


They're  apt  to  be  well- 
managed,  market-share  gain- 
ers with  strong  balance 
sheets.  That  excludes  many 
of  the  specialty  apparel 
chains,  such  as  Charming 
Shoppes  and  Ross  Stores, 
that  were  considered  hot 
prospects  several  years  back. 
The  stock-market  crash  and 
the  1987  miniskirt  flop  threw 
them  off  balance.  "When 
their  growth  curves  broke, 
they  weren't  able  to  reestab- 
lish themselves  as  growth 
businesses,"  says  Bruce  M. 
Missett,  retail  analyst  for 
Oppenheimer. 

High  atop  Wall  Street  buy 
lists  are  Wal-Mart,  Toys  'R' 
Us,  and  The  Limited."  With 
earnings  for  all  three  expect- 
ed to  soar  207o  to  25%  annu- 
ally over  the  next  few  years, 
these  chains  are  deemed  the 


growth  companies.  The  Lim- 
ited, regarded  as  the  premier 
women's  apparel  merchant, 
is  cheapest  in  terms  of  pro- 
jected earnings.  At  41,  it  is 
trading  at  about  17  times 
1990  estimated  earnings — a 
slight  premium  to  the  mar- 
ket, but  still  less  than  dis- 
counter Wal-Mart  at  a  multi- 
ple of  20,  and  Toys  'R'  Us 
at  19.5. 

FALLOUT.  Edginess  prevails 
among  department  stores  as 
a  result  of  the  Chapter  11 
filings  of  Campeau's  Feder- 
ated and  Allied  chains,  B. 
Altman's  liciuidation,  and 
debt-laden  Macy's  struggle 
to  stay  healthy.  As  a  result, 
companies  that  stand  to  prof- 
it from  the  fallout — such  as 
May  Department  Stores  and 
J.  C.  Penney — have  become 
attractive  choices.  May,  now 
trading  around  49,  has 
shown  consistent  gains  in 
sales,  earnings,  and  market 
share.  Penney,  which  com- 
petes with  many  of  the  trou- 
bled stores  in  regional  malls, 
has  seen  the  financial  re- 
wards of  a  decade-long  ma- 
keover: Its  stock  is  up  35% 
from  its  1989  low,  to  70. 

Investors  willing  to  take  a 
gamble  may  consider  Sears. 
Until  recently,  serious  prob- 
lems in  its  retail  division  kept 
the  company  off  most  ana- 
lysts' lists.  But  with  a  mer- 
chandising overhaul  showing 
promise  and  its  stock  selling 
at  less  than  nine  times  esti- 
mated 1990  earnings,  ana- 
lysts are  viewing  it  as  a  turn- 
around play.  "Sears  is  very 
compelling"  at  42,  says  Deb- 
orah Wheeler,  portfolio  man- 
ager for  Fidelity  Invest- 
ments' Select  Retail  Fund. 

For  the  most  part,  though, 
the  weakening  economy  is 
reason  enough  to  avoid  risk- 
taking  in  retail  stocks.  In  to- 
day's investment  environ- 
ment, shopping  retail  means 
buying  the  tried-and-true 
performers.  A.  D. 


YANKEE  LIQUEUR, 
BRANDY,  AND  PORT 


Potables 


DELECTABLE  DIGESTIFS 
FROM  THE  GOOD  OLD  U.S.A. 


France's  Cognac  region  is 
the  home  of  the  world's 
best  brandy.  Portugal's 
Upper  Douro  has  supplied 
vintage  port  for  generations. 
But  nowadays,  many  of  the 
after-dinner  libations  on  res- 
taurant menus  bear  made-in- 
the-U.  S.  A.  labels. 

The  sudden  interest  in 
home-grown  digestifs  stems 
partly  from  the  growing  pop- 
ularity of  New  American  cui- 
sine— native  foods  innovative- 
ly  prepared  by  U.  S.-trained 
chefs.  And  Americans,  even 
though  they  are  drinking  less, 
"are  looking  for  better-quality 
spirits,"  says  Kurt  Lorenzi, 
brandy-maker  for  California's 
Jepson  Vineyards. 
COUGH  SYRUP?  Although  Cali- 
fornia has  made  port  since  the 
1940s,  the  cheaper  versions 
had  a  reputation  for  tasting 
more  like  cough  syrup  than 
wine.  But  now,  some  varieties 
of  vintage  port  are  coming  of 
age.  Quady's  1981  vintage  has 
a  good  prune-raspberry  bou- 
quet, while  Berringer's  1981 
cabernet  port  is  light  but  fra- 
grant. Ficklin's  1980,  made 
with  Portuguese  tint  a 
grapes,  is  robust — though  a 
tad  sweet.  Burgess  1982  is 
also  powerful,  but  its  grassy 
aroma  is  off-putting. 

Using  French  oak  barrels, 


Colombard  grapes,  and  tra 
tional  pot  stills,  a  few  Calif( 
nians  are  also  producing  no 
worthy  cognac-style  branc 
(Only  the  French  product  c 
be  labeled  "cognac")  The  bt 
is  turned  out  by  Germain-R( 
in,  a  tiny  Mendocino  Cour 
distillery  founded  by  t\ 
young  cognac  fanatics.  Th' 
Special  Selection,  bursti 
with  fruit  and  vanilla  OV' 
tones,  compares  favorat 
with  a  12-year-old  Napole 
cognac.  Another  up-and-co 
er:  Jepson,  whose  hand 
tilled  brandy  is  light  a 
spicy.  But  RMS,  produced  \ 
der  the  auspices  of  Ren 
Martin,  tastes  soapy.  Cooki 
brandy,  anyone? 

Maiiy  of"  these  West  Cos 
wonders  still  don't  quite  m( 
sure  up  to  their  venerable  I 
ropean  brethren.  But  tha 
hardly  surprising  when  y 
consider  that  cognac  was 
ing  made  as  early  as  the  1( 
century,  and  port  was  bei 
shipped  to  England  a  centu 
later.  What  the  U.S.  bran 
and  port  lack  in  finesse,  th 
make  up  in  the  engagi 
fruitiness  that  has  become 
hallmark  of  all  Americ 
wines.  Liqueur  lovers 
search  of  a  new  experier 
should  definitely  seek 
these  elixirs.        Lee  Wales 


e 


120  BUSINESS  WEEK/APRIL  2.  1990 


PERSONAL  BUSIf 


Al  "Cappy"  Coleman  spends  a  lot  of  his  free 
time  going  around  in  circles — at  some  of  the  most 


challenging  race  tracks  across  the  country. 

"Out  there,  you've  got  to  be  alert," 
says  Cappy.  "Because  racing  is  a  high-risk 
business.  That's  why  I  choose  a  risk-free 
investment  hke  U.S.  Savings  Bonds." 


Along  with  being  a  "sure  thing,"  Bonds  can  be 
completely  tax  free  for  qualified  individuals  when 


U.S.  SAVINGS  BONDS 


THE  GPEAT  AMERICAN  INVESTMENT 


used  for  college  tuition.  Plus,  you  can 
buy  them  where  you  work  or  bank.  For 
more  information,  call  us  or  write  U.S. 
Savings  Bonds,  Dept.  894-M,  Washington, 
D.C.  20226. 


1-800-US-BONDS 

A  public  service  of  this  publication 


FOR  AD  RATES 
AND  INFORMATION 

PHONE: 

(312)  337-3090 
OR  WRITE: 


mmBUSINESSnWEEK 


Corporate  Gifts 


EMBROIDERED 
CAP  SALE 

FROM 
S425 


The 

Corporate 
Choicd"  ^ 

America's  top  companies  can't  attord 
to  look  second-rate  Ttiat's  why  ttiey 
ctioose  our  distinctive  corporate  image 
products  Amencan  made  caps,  sfilrts, 
lackets  and  more  and  now  finely 
crafted  gift  items,  too  eacti  witfi  your 
name,  logo  or  custom  design  Discover 
tfie  quality  difference 


YOUR 
IMPRIKT 
HERE 


CALL  FOR  FREE  CATALOG 
800-792-2277 
IN  CA  800-826-8585 

^"'wrnmi''    395^  ^0'^^  EDEN  WAY 
T^ltSSJt  ^  HAYWARD,  CA  94545 
'♦f/n,,,  FAX  (415)  786-1111 


Health/Fitness 


~"Cikc-...  The  Leading  Edge  In  Treadmill 
Technology 


770 


PROGRAMMABLE 
TRAINER 


Working  out  on  a  TRUE 
PROGRAMMABLE  TRAINER  m  the 
comfort  of  your  own  home  or  office  means 
you'll  work  out  more  consistently  and  be 
more  likely  lo  adhere  to  your  aerobic 
program  despite  weather  conditions 


CALL  NOW  FOR  A 
DEALER  NEAR  YOU! 
(800)426-6570 
TRUE  FITNESS 
TECHNOLOGY,  INC 
865  HOFFRD 
OFALLON.MO 
63366 
ANDSTART 
BURNING  MORE 
CALORIES! 


Computers/Office  Equipment 


ASCOM  BUSINESS  SUCCESS 386PC 


'An  incredible  vahie... 
a  powerful  system." 

A  complete  386 
system  with  hard  disk, 
monitor  and  software. 


$199500 


80386-15SX  32-bit  processor  I6IVIH2 

5  25"  1  2MB  or  3.5"  1  44IV1B  floppy  drive 

1024KB  RAfvl  expands  to  16IVIB 

40  Ivlegabyte  formatted  fast  tiard  disk 

VGA  color  monitor 

VGA  color  graptiics  adaptor 

2  serial  ports  &  1  paralled  port 


100%  IBIV1  compatible 
Realtime  clock  &  calendar 
Eigfit  software  included 
IvtS-DOS  4  01  loaded 
One  year  warranty 
IVIade  in  USA 


NASCOM 

75  Kingsland  Ave. 
Clitton,N  J  07014 


order 

(201)  614-7030 

caH   FAX:  (201)  472-8059 


Business  Services 


—  We'll  be  your — 
Export  Department. 

International  import/export 
company  with  100  years 
experience  in  foreign  trade 
will  become  your 

EXPORT  AGENT/MANAGER 

•  Represented  Worldwide 

•  Financing  Available 

•  Simplified  Transactions 

•  Language  Expertise 

Pfione  Heinz  Gorski  or  Mike  Simond 
(201)  568-4920  or  FAX  (201)  568-0971 

 ^  RUDOLPH-DESCO  COMPANY,  INC. 

IDf  S(  Aj^SI^  Sylvan  Auenue 

Englewood  Clilts,  New  Jersey  07632 


INCORPORATE  IN  DELAWARE 

S225  for  Complete 
Incorporation 

WHiniNGTON  &  AULGUR,  Law 

Offices.  For  free  information 
Write  P.O.  60x5550. 
Wilm.,  DE  19808  or  Call 
1-800-441-9459 


Health/Fitness 


THE  ULTIMATE  CHAIR 

for  back  relief 
and  relaxation! 


.and  25  other  products 
for  a  healthy  back! 


Business  Service 


TELEPHONE  "DOCTOR"® 

Customer  Service  Training  Videos 


Corporate  America's  Best  Selling 
Video  Series  on  customer  service 
and  telephone  skills. 

FREE  CATALOG 
1-800-882-9911 

12119  St.  Charles  Rock  Rd.,  St.  Louis, 
MO  63044 


/6eT  your  PRODUCT  0N\ 
TV/RADIO  TALK  SHOWS 

The  perfect  addition  to  your  promo 
tional  mix  for  product  breakthroughs, 
new  products,  line  extensions  and  serv- 
ices. Newspapers  and  magazines,  too 

The  Frank  Promotion  Corp. 

60  East  42nd  Street,  Suite  2119 
New  York,  NY  10165 
V         (212)  687-3383  > 


Business  Opportunities 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


INPEX  VI 

NEW  PRODUCT  IDEAS  FOR  SALE, 
LICENSE,  DISTRIBUTION. 

500  Inventions/new  products  expected  at  infl 
trade  stiow  May  3-5,  1990,  Pgti  INPEX  ■  BW, 
701  Smiltifleld  Street,  Pittsburgti,  PA  15222, 
(412)  288-1343,  FAX  #  (412)  288-1354 


All  New  1990  FRANCHISE 
Annual  Directory. 

Fully  describes  over  5,600  Franchisors  In- 
cludes Handbook  section  concerning  what 
you  should  know  before  entering  Franchise 
agreement  (Our  21st  Year)  344  pages 
$34  95  +  $5  00  postage  &  handling  Money 
back  guarantee  INFO  FRANCHISE  NEWS 
728  B  Center  Street,  Lewiston,  NY  14092 


Business  Services 


 =1 

INCORPORATING?^!  <^ 

It's  easy  in  Delaware  or  any  j 
state  witti  our  last,  reliable, 
inexpensive  sen/ice  For  free 
inlormation  call  toll  free 
(800)441-4303.  or  write: 

r  ■»>  CORPORATE  AGENTS,  IN#*'"F 
[WiWi  Department  WS,  Box  1281 
yTllTll  Wilmington,  DE  19899 


FOR  THE  BEST  IN  CORPORATE 

CANDIDS 
CALL  TOLL  FREE:  1-800-666-4056 
•  Corporate  Gatherings 

•  P/R  Events 

•  Trade  .Associations 

•  Conventions 
Robert  Knowles/ 

KnoHles  Photographic  Services 
525  EMendale  Avenue/ 
Rye  Brook/NY  10573 


is"  am 

.Ji!.»l 
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a  iiiK 
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Financial  Services 


Competitive   Rales   and  Terms 


Debt  re-structuring.  Merger,  Expansion 
Acquisition,  Retire  Debt,  Cut  Debt  Sei 
vice.  Leasing,  Chapter  7  or  11.  Wespe< 
ialize  in  mid-marl^et  corporations 
Protessionai   Retarrals  invited 


Corporate  Financial  Resources, 

400  £.  Beverly  Dr.,  Suite  214 

Beverly  Hills.  CA  9021? 
Ph.  i-BOO-USA-IDAY    FX  1-617-337-164 


Focus  Your  Trading  With  .  .  . 

STOCKVISIONSM 

THE  PROFESSIONAL  INFORMATION 
NETWORK  FOR 
PRICING  BIG  BOARD  STOCKS 

CALL  1-900-VISIONS 


hi 


SI  mr, 


11:300 
2:30  p  r 


n  ond 
EST 


STOCK  TRADING  SITUATIONS  DIRECT  FRI 
NEW  YORK  EXCHANGE  FLOORS  AND  MAJ< 
DESKS 

Touchtone  Dial  $1 .75  Toll  Per  Minute 


Employment  Opportunity 


ALASKA 
SUMMER  EMPLOYMEN' 

$5.000-(-/month!  8,000  openings 
Free  transportation!  Room  &  Boa 
No  exper.  necessary.  Male/Femi 
Send  $6.95  to  M&L  Research. 
Box  84008-W,  Seattle.  WA  9812- 
30  Day  Money  Back  Guarant 


Business  Opportunities 


rriK 


1  900  MILLION  DOLLAR 
OPPORTUNITIES 
Learn  how  you  can  jump  In  on  tl 
exploding  900  telecommunlcatioi 
business  from  the  nation's  leadii 
authority.  Call  1-900-USA-INF( 
(872-4636).  Only  $2  1st  minute,  1 
each  additional  minute. 


Education/lnstmction 


ELIMINATE  NEGATIVE 
DEVELOP  POSITIVES 

Rapid  World  Changes  Create  Challengi 
A  Step  By  Step  Guide  To  Achieving  B( 
Personal  &  Business  Success  $19.95 
$2  50  Shpg  &  Hndig  Ca  Tax  .06'. 
Success  Guides,  21115  Devonshire  £ 
Suite  450,  Chatsworth,  Ca  9131 1 . 


'  "nif 


BackSaver  S^^^!^ 

Sa.Jeflresi  Ave..  Dept.  BW-25,  Hollislon,  MA  01746 
V  ;,  ■  In  MA  508-429-5940 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mmBUSINESSn^^^K 

niARKETrm 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Business  Software 


Four  billion  new  ways 
to  manage  your  business 

V'our  contacts  are  your  business.  When  you  manage  them  efficiently  with 
I  regular  correspondence,  tight  follow-up  and  fast  response  time,  your  busi- 
ss  will  profit  and  grow  rapidly.  The  Maximizer  is  InfoWorld's  "Best-In- 
lass"  contact  management  software.  Using  the  blazing  speed  of  Novell's 
rieve",  it  controls  your  phone  calls,  appointments,  mailouts  and  personal 
:ords.  With  over  four  billion  definable  categories.  The  Maximizer  allows  you 

classify  and  sort  unlimited  contacts.  At  a  keystroke,  it  automatically  enters 
ch  category  for  you.  Available  for  LANs. 

See  your  local  dealer  today.  Or        _  ^The       ■  ■ 
der  directly  for  only  $295.00       llyf y|  *yt|  ** 
)m  Richmond  Technologies  &       IwiGJkl  1 1  Mi^^i 
.ftware,  420-6400  Roberts  St.,      Contact  Management  Software 
imaby.  BC  V5G  4C9.  Tel:  (604)  299-2121  Fax:(604)  299-6743 


Executive  Gifts 


GUARANTEED 

•  LOW  PRICES 

■  ON-TIME  OELIVEBV 

■  SERVICE  &  SATISFACTIOI 

FREE  Catalog 
ealuring  hundreds  ot 
:ount  od-speclalty  Hems 
:an  1-800-722-5203 

In  WI  (414)  236-7272 


liHelsan 
\  i  Marketing 


.G)RPORATE 

(150  PC,  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Ree  literature  upon  request. 


Barnard  Maine  ltd. 

35  Mead  Ave.  •  Cos  Cob 
CT  06807. U.S.A. 

pt.  BW  (203)  869 


Computers/  Equipment 


niimfiRYmflC 


NDUSTRIESINC 


Our  14th  ^  ear  of  DISCOLINTS 
Computers  and  Cellular  Pliones 
Frelglit  Prepaid— Save  Tax 
Toll  Free  800-231-3680 


TANDY-Radie/haek 


22511  Kaly  Fwy  .  Kaiy  (Houston)  TX  77450 
I-.7I3-392-0747  Fax  (713)  574-4567 


Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  ^ 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or  9) 
—  including  some  very  \ 
famous  names  - 
which  1  believe  could 
"take a  bath."  I'll  rush  ^.^tiw  jwcir 
you  the  Performance  MARTIN  ZWEIG 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  is  crucial. 

Three-Month  Trial  $50.  One  Year 
$245  Visa  or  MC  1-800-633-2252 
Ext.  9024. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  N.Y,  11710 


Computers/Office  Equipment 


RENTALS 


Also  Available: 

•  IBM  PS/2  •  Compaq 

•  Macintosh  •  Laser  Printers 

•  Laptops    •  Portables 

And  a  host  of  other  peripherals! 


Next  Day  Delivery 
Anywhere  in  the  U.  S.  A. 


Call  Toll-Free 


a  Computer  Hen.all  800765-4727 


Wine  Cellars 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 


Vis3/MC/AmExfDiscover 


Handmade  Wood  Cellars 

Your  Ct>sf 

296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

Not  Hiiiuinuitit' 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

FurVault  holds  about 

8  Furs  $3495 

$  1895 

Custom  Cellars  &  Racking  Systems  -  Call  For  Caralog 
134  W  131ST  St.  Los  Angeles  •  800/777/yiNO  (777-8466)  or  in  CA  213/719-9500 


 Financial  Services  

Frank  Cappiello's  Closed-End  Fund  Digest 


'89  Model  Portfolio 
Results 


Bal. 

29% 

Foreign       ioi%  | 

Growth 

42% 

Past  performance  is  no 
guarantee  of  future  results 


Your  best  source  on  Closed-End  Funds 

•  Management  interviews  •Complete  charts 

•  Model  portfolios    •Trader's  hotline 

3-month  trial,  $60,  includes  encyclopedic 
(Complete  Guide  to  Closed-End  Funds 

1  -year,  $200.  also  includes  institutional 
report  on  global  investing 


800  Garden  St,,  Suite  G-1,  Santa  Barbara,  CA  93101  •  (805)  962-0943 

Computers/Office  Equipment 


mmMBK 


HUGE  SAVINGS! 


MM^y^iwMJs^nM,^         ORDER  TODAY! 
"The  •Great  Deal'  Catalog !"      /  -800- 729-9000 


XEROX 


635  DIABLO  WIDE  CARRIAGE  DAISYWHEEL 
PRINTER  WITH  DUAL-BIN  AUTO  SHEET  FEEDER 

•  Print  speed  55  CPS 

•  255  typestyles  and  15  foreign 
language  daisywheels  with  10,  12. 
15  pitch  &  proportional  spacing 

•  100%  IBM  compatible 
■  Auto  paper  loading 

•  Full  word  processing  capabilities, 
underlining,  bold,  shadow  printing, 
super/subscripting 

•  Letter  quality  printer 

•  Max  print  line  width  13  2"  and 
paper  width  16  5" 

•  Prints  up  to  132  columns 
at  10  CPI 

•  158  columns  at  12  CPI. 

•  197  columns  at  15  CPI 

•  Snap  in  IBM/Centronics  interface  cartridge 
(with  cable)  for  instant  compatibility  with  most 
microcomputer  systems 

•  Quiet  operation,  noise  level  only  56  dBa 

•  Can  operate  on  1 10/220  VAC  50/60  Hz 

•  Printer  weight  30  lbs 
Dual  Bin  Sheet  Feeder: 

•  Diablo  F52  dual  bin  sheet  feeder  with 
240  sheet  capacity  •  Model  #  635, 

•  90  Day  Warranty!  •  Factory  New  &  Perfect! 


Mtr.  Sugg.  Retail: 
$1,890.00 


DAMARK  PRICE: 


$399 


99 


Item  No  B-1 981 -135350 
Insured  Ship/Hand  $40  00 


FOR  FASTEST 
SERVICE  CALL 
TOLL  FREE 

□  Check/MO 


□  VISA 

□  Master  Card 

□  Discover 

Customer  Service 
612-566-4940 


1-800-729-9000 

Please  send  me  Xerox  Diablo  Daisywheel 

Prinler{s)  @  $399.99  each,  plus  $40  00  s/h  each. 
Item  No  B-1 981  -135350  MN  res.  add  6%  sales  tax. 

Name  


Address   

Cily.Slate.Zip  . 

Card  No   

E<p  Dale  

Signature  _ 


Ph  »  (  )_ 


DAMARK  INTERNATIONAL.  INC.  6707  Shingle  Creek  Parkway,  Minneapolis,  IVIN  55430 


ersonai  Business 


Finances 


IF  YOU'RE  GETTING  BURNED 
BY  'CHURNING' . . . 


Your  stock  broker  has 
always  seemed  like  an 
honest  sort.  And  busy 
as  you  are,  you've  given  him 
or  her  discretionary  power  to 
buy  and  sell  without  consult- 
ing you  on  every  transaction. 
But  lately,  you've  noticed  that 
the  commissions  seem 
to  exceed  your  profits. 
Is  it  possible  the  broker 
is  "churning"  your  ac- 
count— trading  exces- 
sively to  generate  more 
commissions? 

Could  be.  The  prob- 
lem is,  churning  is  diffi- 
cult to  prove.  "There 
are  no  specific  stan- 
dards to  measure  the 
excessiveness  of  activi- 
ty in  a  customer's  ac- 
count," says  Frances 
Monblatt,  assistant  di 
rector  of  the  Office  n 
Consumer  Affairs  at 
the  SEC  But  there  are 
certain  signals  that  in- 
dicate that  something 
is  amiss. 

The  Chicago-based  Ameri- 
can Association  of  Individual 
Investors  (AMI)  suggests  cal- 
culating your  turnover  ratio — 
the  total  cost  of  the  securities 
bought  for  your  account  over 
the  course  of  one  year  divided 
by  the  total  size  of  the  ac- 
count— and  multiplying  that 
number  by  100.  For  example, 
if  a  liroker  bought  stocks 
worth  $120,000  for  a  $100,000 
portfolio,  the  ratio  would  be 
1.2,  which  means  1207'  of  that 
portfolio  has  been  replaced 
that  year. 

BAD  SIGNS.  Some  experts  rec- 
ommend using  a  2-4-6  turn- 
over-ratio rule  as  an  indicator 
of  excessive  trading.  If  your 
annual  turnover  ratio  exceeds 
2,  churning  is  possible;  if  the 
ratio  exceeds  4,  it's  probable; 
and  if  the  ratio  exceeds  6,  call 
the  broker's  branch  manager. 

One  caveat.  The  2-4-6  rule 
applies  to  relatively  conserva- 
tive, growth-plus-income  port- 
folios, not  to  portfolios  con- 
taining volatile  instruments, 


such  as  commodities  futures, 
which  require  active  trading. 

Another  possible  sign  of 
churning:  Your  broker  fre- 
quently urges  you  to  finance 
the  purchase  of  one  security 
by  selling  another.  He  or  she 
may  be  trying  to  generate  an 


extra  transaction — and  an  ex- 
tra commission.  If  your  bro- 
ker does  this  more  than  two 
or  three  times  over  six 
months,  get  a  new  broker, 
says  Robert  Dyer,  an  Orlando 
lawyer  who  says  he  'makes  his 
living  suing  brokers. 
PAPER  TRAIL  The  National  As- 
sociation of  Securities  Dealers 
and  the  stock  exchanges  keep 
track  of  settled  disciplinary 
actions  taken  against  brokers. 
For  instance,  if  your  broker  is 
registered  with  the  New  York 
Stock  Exchange,  check  to  see 


if  any  RES  or  U5  reports  ha| 
been  filed.  An  RE3  is  gener 
ed  after  a  broker  has  settlecj 
dispute  with  a  customer. 
U5  is  filed  after  a  broker 
dismissed  from  a  firm,  and 
lists  the  cause  of  dismissal 
The  AMI  is  advocating  tl 
brokers  be  forced  to  record 
conversations  with  clien 
Until  that  happens,  keep  yc 
own  records:  the  date  a 
time  of  conversations,  the  s: 
and  cost  of  transactions,  a 
the  agreed-upon  transact] 
dates.  Laura  Zi 


The  Law 


. . .  HERE'S  A 
WAY  TO  CHILL 
YOUR  BROKER 


ost  investors  with 
complaints  of  broker 
misconduct  have  lit- 
tle choice  when  seeking  re- 
dress. Almost  all  brokerage 
contracts  have  an  arbitration 
clause  that  bars  the  client 
from  bringing  suit  in  court. 
But  investors  can  do  a  lot  to 
boost  the  chances  of  winning. 

First,  read  the  fine  print  on 
the  brokerage  contract.  Some 
firms  require  customers  to 
put  their  gripes  in  writing  be- 
fore taking  any  action.  Fail- 
ure to  follow  the  rules  could 
trigger  arguments  that  the 
claim  was  improperly  filed. 

It's  preferable  to  retain  le- 
gal counsel.  Unfortunately, 
disputes  involving  $25,000  or 


less  i)robably  will  be  too  small 
to  attract  an  experienced  law- 
yer— or  any  lawyer.  But  for 
investors  whose  claims  justi- 
fy the  legal  expense,  one 
resource  is  the  monthly  Secu- 
rities Arbitration  Commen- 
tator (P.  0.  Box  112,  Maple- 
wood,  N.  J.  07040). 

Building  a  case  is  next. 
That  means  gathering  all  the 
signed  agreements,  trading 
records,  statements,  and  oth- 
er documents.  Investors  may 
also  request  to  question  em- 
ployees of  the  brokerage. 
SLEUTHING.  Investors  would 
be  well-advised  to  probe  their 
broker's  past.  The  National 
Association  of  Securities 
Dealers  and  state  securities 
commissioners  will  disclose 
the  broker's  disciplinary  rec- 
ord, and  public  court  records 
will  show  any  previous  law- 
suits. Investors  then  can  men- 
tion such  juicy  tidbits  during 
arbitrations  and  can  even  call 
other  disgruntled  customers 
as  witnesses. 

Typically,  investors  have  lit- 


tle choice  about  where  to  1 
the  complaint:  Most  agr 
ments  stipulate  that  they 
sent  to  an  industry-run  par 
usually  at  the  New  Yo 
Stock  Exchange  or  the  na; 
But  if  given  the  option,  inv 
tors  should  pick  the  Americ 
Arbitration  Assn.  The  AAA 
not  funded  by  the  securit 
industry.  And  while  all  pan 
require  a  mix  of  industry- 
filiated  and  outside  arbit 
tors,  the  AAA  gives  investc 
more  say:  They  get  to  p 
the  arbitrators  and  may  eh 
lenge  the  listings  indefinite 
In  industry-run  panels,  ai 
trators  are  selected  by  the 
changes;  investors  have  oi 
the  right  to  challenge  then 

Arbitration  hearings 
tend  to  be  quicker  and  che; 
er  than  lawsuits.  But  desp 
the  informality,  you  shoi 
prepare  as  if  you  were  goi 
to  trial.  "Winging  it,"  SJ 
Theodore  Eppenstein,  a  N 
York  lawyer  who  represei 
investors,  "is  the  worst  thi 
you  can  do."      Michele  Ga 
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k  have  a  history  of  innovation, 
id  I'm  proud  of  the  way  it's  helping  shape 
le  history  of  mankind! 


99 

Malcolm  R.  Currie 
Chairman  of  the  Board  &  CEO 
Hughes  Aircraft  Company 


For  over  40  years,  Hughes 
:raft  Company  has  been  a  world 
ler  in  defense  and  space  elec- 
lics,  systems  engineering, 
■  satellite  communications, 
ligning,  building,  and  deliver- 
advanced  technology  for 
Qestic  and  foreign  govern- 
its,  the  military  and  com- 
•cial  customers. 

A  WORLD  LEADER 
We've  been  a  leader  in  space 
imunications  and  space  vehi- 
1.  We  developed  and  built  the 
t  spacecraft  to  soft-land  on 
moon,  and  the  first  satellite 
geosynchronous  orbit.  We 
)  pioneered  satellite  commun- 
ions for  private  business,  and 
e  built  more  than  half  the 
imunications  satellites  used 
he  United  States  and  other 
;  World  countries. 


Hughes  is  a  leader  in  pulse 
Doppler  radar.  We  developed  the 
first  look-dov^n  shoot-down  radar 
system,  the  first  track-while-scan 
radar  for  a  tactical  aircraft,  and 
the  first  radar  system  with  multi- 
shot,  air-to-air  capability. 

We  revolutionized  the  air- 
intercept  missile  business  in  the 
1950s  with  the  first  radar-guided 
air-to-air  missile.  And  we  devel- 
oped and  built  the  first  air- 
launched  anti-tank  missile,  as 
well  as  the  first  launch-and-leave 
imaging  infrared  homing  air-to- 
surface  missile. 

In  Large-scale,  Real-time 
Command  and  Control  Systems, 
Hughes  air  defense  systems  pro- 
tect over  one  billion  people  in  the 
United  States  and  22  other  Free 
World  nations.  And  we  develop 
and  build  air  traffic  control 


systems,  plus  ground-based 
command  and  control  informa- 
tion systems. 

Hughes  also  excels  in  laser 
and  electro-optical  systems.  We 
built  the  first  working  laser,  the 
first  high  performance  thermal 
imaging  system  for  nighttime 
vision,  and  the  first  k)ng  wave- 
length infrared  sensor  flown 
in  space. 

EXPANDING  OUR  VISION 

At  Hughes,  were  continually 
expanding  the  frontiers  of  tech- 
nology. And  I'm  proud  to  say, 
whether  it's  to  keep  our  nation 
strong,  extend  the  freedom  of 
thought  through  telecommuni- 
catk)ns,  or  expand  industrial 
horizons,  all  of  us  who  work  at 
Hughes  will  continue  to  expand 
our  vision — to  meet  tomorrow's 
needs  today. 


idiary  of  GM  Hughes  Electronics 

)  Hughes  Aircraft  Company 


HUGHES 


Exploring  new 
worlds  through  technology. 
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StayAtA 

Hotel  Where 
Everyone 
Shares  The 
Same  Room. 

Donl  be  alarmed.  The  room  \"0u 
share  is  the  laxurious  Compri  Club. 
A  5.000  sq.  ft.  living  room,  where  \"0u 
can  socialize  with  other  guests,  watch 
tele\"ision.  enjoy  casual  dining.  e\"en 
do  a  little  work. 

Of  course,  you'll  also  enjoy  a  spa- 
cious guest  room.  As  well  as  our  extra 
attention  to  detail.  .\nd  included  in  our 
surprisingly  reasonable  rate  is  a  full, 
cooked-to-order  breakfast,  late  night 
snacks  and  ev  ening  reception. 

Plus,  you  11  earn  frequent  flyer 
awards  on  seleaed  airlines  for  e\'en'  sta\: 
For  reser\'ations.  call  vour  tra\'el  profes- 
sional, or  1-8O0-4-COMPRI. 

(Compri)  Hotels 


B  V 


DOUBLETREE 


1-800-4-COMPRI 


enpy  a  pool  or  spa  andJuU 
exercise facilities 


"ipri  H'jie^  in  utr,  aiies 
from  Florida,  to 
California,  to 
Caiiada. 


'exert 
ceio 
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Charione      Raleigh  Imrhani  ■  PLNSmVAMA  •  Hamsburg'Herebey,  Philadelphia.  Vt  •  TL\.AS  •  Nfc.Alkn  •  MRGINLA  •  .Ale: 
Cn-slal  Cily  •  Or  sta>-  wiih  anoiher  fine  MeiLife*  Compam'.  Doubletree  Hoieli  Call  KS00->28-Cvwi 
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Mailing  Lists  •  Reports 

National /Regional/Custom 
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FREE. 
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The  Romac  Report  —  1990 
Edition  focuses  on  salary  informa- 
tion for  accounting,  finance,  bank- 
ing and  data  processing  profes- 
sionals. 

To  receive  your  FREE  copy, 
call  the  ROMAC  office  nearest 
you  [see  the  white  pages  of  your 
phone  directory]. 

^ROMAC 


Pnme  franchise  locations  available.  For  mformation, 
call  Jerry  Giguere  at  I  -800-34 1  -0263. 
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HOW  LONG  IS  LONG  TERM? 


The  answer  is  another  question:  how 
long  do  you  need  us  for?  Because,  unlike 
other  banks,  The  Long-Term  Credit  Bank  of 
Japan  will  follow  your  business  through 
from  startto finish,  until  all  your  plans  are 
successfully  realized. 

That's  a  policy  that  has  helped  us 


become  one  of  the  worldstop  20  wholesale 
banks  with  over  60  offices  around  the  globe. 

We  were  originally  established  in  1952 
to  ensure  a  steady  flow  of  long-term  funds 
for  industrial  growth. 

Now  we've  expanded  to  operate  in 
Long-Term  Corporate  Financing,  Merchant 


Banking  Services  such  as  Project  Finance, 
Mergers  and  Acquisitions.  Leasing,  and 
Investment  Advisory  Services,  as  well 
as  a  full  range  of  additional  Banking 
Services. 

Why  not  get  in  touch  with  LTCB  and  find 
out  what  lengths  we'll  go  to  for  you? 


ITCB 


The  Long-Term  Credit  Bank  of  Japan,  Limited 


Branches  and  Agency:  New  York  (212)  335-4400.  Chicago  (312)  704-1700.  Los  Angeles  (213)  629-5777 
Representative  OHice:  Toronto  (416)  865-0711.  Atlanta  (404)  659-7210.  Dallas  (214)  969-5352 
Subsidiaries:  LTCB  Trust  Company  (212)  335-4900.  Greenwich  Capital  Markets.  Inc.  (203)  625-2700 


ivestment  Figures  of  the  Wee 


lENTARY 

irs  once  again  shrugged  off 
5p  in  the  Tokyo  stock  mor- 
propel  U.  S.  stocks  higher, 
ar.  19,  the  Nikkei  index 
id  4.1  %,  its  third-worst  fall 
o  prop  up  the  faltering 
16  Bank  of  Japan  raised  the 
It  rate  for  the  fourth  time  in 
.  Still,  on  Mar.  21,  the  dol- 
ched  its  highest  level 
t  the  yen  in  three  years.  As 
t,  the  global  mutual  funds 
ing  hit  hard,  with  some 
g  double-digit  declines  over 
St  month. 


STOCKS 

Mar.  Sept. 


Mar.  15-21 


BONDS 

Mar.      Sept.  Mar 


Mar.  15-21 


Shearson  Lehman 
Treasury  Index 


1330  no 


THE  DOLLAR 

Mar,      Sept.      Mar.     Mar.  15-21 


1300  100 


1210  70 


4  4 


i.  p.  Morgan 
Index 


52-week  change 
+  17.0% 

1  -week  change 
+  0.8% 

52  week  change              1 -week  change 

t6.0%  +1.0% 

52-week  cF 
1-1.3% 

ange             1  week  change 
+  0.3% 

LRKET  ANALYSIS 

STOCKS 

latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

iONES  INDUSTRIALS 
}MPANIES  (Russell  1000) 

COMPANIES  (Russell  2000) 
)MPANIES  (Russell  3000) 

2727.9 
177.4 
164.2 
189.3 

1.5 
0.7 
1.0 
0.7 

20.5 
15.4 
5.3 
14.6 

90-DAY  TREASURY  BILL  YIELD 
"tn-VFAR  TRFA^IIRV  ROND  YIFID 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.2% 
8.5% 
3.3% 
14.8 

8.2% 
8.6% 
3.3% 
14.7 

9.3% 
9.2% 

Q  AO/ 
J.O  /o 

1 1.7 

% 

change  (local  currency) 

IBUnNlw«L  lnDIU«TOK9 

Latest 

Week  ago 

Reading 

GN  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment;  Vickers  sel!/buy  ratio 

341.4 

34.6% 
0.33 
0.79 

341.6 

31.7% 
0.35 
0.79 

Neutral 
Neutral 
Positive 

IN  (FINANCIAL  TIMES  100) 

(NIKKEI  INDEX) 
ITO  (TSE  COMPOSITE) 

2250.3 
30,807.2 
3735.8 

1.1 

-4.8 
0.0 

9.8 
-2.0 
5.0 

lUSTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC, 

-WEEK  LEADERS 

% 

4-week 

change 

52-week 

strongest  sto<k  in  group 

% 

4-week 

change 

52 -week 

Price 

MSPORTATION  SERVICES 

18.0 

0.6 

FEDERAL  EXPRESS 

23.2 

18.1 

57 

INES 

16.5 

14.0 

AMR 

20.1 

14.5 

67% 

ICONDUCTORS 

14.4 

51.3 

NATIONAL  SEMICONDUCTOR 

41.7 

7.9 

8V2 

ES 

14.4 

44.8 

NIKE 

19.8 

106.3 

65 

IPUTER  SOFTWARE  AND  SERVICES 

12.8 

34.3 

LOTUS 

25.4 

72.1 

37 

-WEEK  LAGGARDS 

% 

4- week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

ELS  AND  MOTELS 

-10.9 

-6.6 

HILTON  HOTELS 

-19.0 

-6.0 

5  PA 

IRANCE  BROKERS 

-6.5 

15.6 

MARSH  &  McLENNAN 

-8.4 

18.4 

70% 

AND  GAS  DRILLING 

-5.6 

66.7 

HELMERICH  &  PAYNE 

-7.7 

40.1 

34V2 

D  MINING 

-4.4 

32.6 

HOMESTAKE  MINING 

-9.7 

36.2 

193/4 

m  CENTER  BANKS 

-3.8 

-14.1 

FIRST  CHICAGO 

-10.5 

-17.7 

31% 

ITUAL  FUNDS 


MORNINGSTAR  INC. 


ERS 

eek  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

ATEGIC  GOLD/MINERALS 
ELITY  SELECT  COMPUTERS 
RRILL  LYNCH  RETIREMENT  EQUITY  A 

19.6 
1 1.4 
9.8 

G.  T.  JAPAN  GROW/TH 
KEYSTONE  INTERNATIONAL 
JAPAN 

-11.0 
-1 1.0 
-10.9 

ek  total  return 

% 

S2-week  total  return 

% 

ELITY  SELECT  ENERGY  SERVICE 
ROWE  PRICE  SCIENCE  &  TECHNOLOGY 
;ER  small  CAPITALIZATION 

52.5 
45.1 
44.5 

PRUDENT  SPECULATOR  LEVERAGED 
DFA  UK  SMALL  COMPANY 
NATIONAL  REAL  ESTATE  INCOME 

-20.4 
-18.1 
-12.2 

■  S&P  500 

el<  lotol  returt 


^  Average  fund 
52  weel  lotal  return 


LATIVE  PORTFOLIOS 


'  amounts 
sent  the  present 
of  $10,000 
led  one  year 
n  each  portfolio 

itages  indicote 
ay  total  returns 


Treasury  bonds 
$11,805 

+  2.86% 
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Mor.  20.  Mutual  fund  returns  are  as  of  Mor.  16.  Relative  portfolios  are  valued  os  of  Mar.  20.  A  more 
detailed  explanotion  of  this  poge  is  ovoilable  on  request. 
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WANTED:  A  NEW  ROLE 
FOR  THE  U.S.  IN  EUROPE 


E 


I  ast  German  parliamentary  elections  have  put  the  drive 
for  German  unification  into  high  gear.  With  Lothar  de 
iMaiziere's  conservative  Alliance  for  Germany  coalition 
holding  the  biggest  bloc  of  seats,  the  future  united  Germany 
figures  to  be  strongly  linked  to  the  West.  Voters  were 
mainly  concerned  about  the  economic  impact  of  reunifica- 
tion. The  rebuff  to  the  Social  Democratic  Party  dims  the 
SDP's  hopes  for  a  comeback  in  West  Germany  under  such 
party  leaders  as  Oskar  Lafontaine,  who  advocates  a  neutral 
Germany. 

Europe's  peace  and  stability  will  be  better  assured  if  a 
unified  Germany  wields  its  growing  power  through  Western 
institutions  such  as  the  European  Community  and  NATO,  not 
as  a  neutral  country  pursuing  strictly  national  goals.  Cer- 
tainly the  Poles,  Czechs,  and  other  East  Europeans  agree. 
Even  the  Soviet  Union  is  likely  to  accept  this  outcome  even- 
tually. With  the  Soviet-led  Warsaw  Pact  already  in  tatters  as 
a  military  force,  Moscow's  veto  power  over  German  reunifi- 
cation is  waning. 

The  U.  S.  role  in  Europe  must  change.  The  Continent's  40- 
year  split  into  rival  blocs  is  ending.  In  the  years  ahead, 
Western  Europe's  need  for  a  U.  S.  military  presence  will 
diminish — as  will  the  U.  S.'s  clout  as  NATO's  key  member. 
Secretary  of  State  James  A.  Baker  III  hopes  to  create  new 
Atlantic  links,  but  he  is  likely  to  be  disappointed  in  his 
proposal  to  convert  NATO  to  a  more  purely  political  organiza- 
tion. Few  Europeans  are  interested. 

Instead,  the  U.  S.  should  expand  its  links  to  the  European 
Community — Europe's  most  important  institution  in  the 
post-cold  war  era — with  a  united  Germany  effectively  its 
leader.  The  U.  S.  should  also  join  with  Western  European 
countries  in  other  institutions,  particularly  the  new  Europe- 
an Bank  for  Reconstruction  &  Development,  to  help  build 
market  economies  in  Eastern  Europe.  And  the  U.  S.  should 
take  an  active  part  in  the  planned  35-nation  Conference  on 
Security  &  Cooperation  in  Europe  (Helsinki  2)  aimed  at 
strengthening  democracy  and  human  rights.  Even  though 
American  influence  in  Europe  must  decline,  the  U.  S.  will 
still  benefit  if  values  that  it  shares  with  Western  Europe  are 
strengthened  throughout  the  Continent. 


THE  S&L  RESCUE 

NEEDS  A  DOSE  OF  REALISM 


When  he  was  mad  at  someone,  Harold  Ickes  used 
to  say,  "He  has  no  head,  his  neck  just  haired 
over."  One  wonders  what  F.  D.  R.'s  Interior  Sec- 
retary and  favorite  administrator  of  the  New  Deal's  public 
programs  would  say  about  the  people  who  put  together  the 
thrift  bailout.  Judged  by  their  performance  so  far,  they  are 
making  the  record  of  exiting  thrift  czar  M.  Danny  Wall  look 
good. 


It's  only  eight  months  since  Congress  passed  the  Bu«|a 
Administration's  $167  billion  plan  to  clean  up  the  thrift 
dustry,  and  the  rescue  already  has  lost  its  way  in  a  tanglj 
bureaucracy  enclosed  by  a  thicket  of  rules. 

Sales  of  up  to  800  insolvent  savings  and  loan  associatioB| 
and  $300  billion  in  assets  are  stalled.  A  task  of  this  scoj 
inevitably  faces  difficulties,  but  the  s&L  law  aggravates  m| 
ters.  To  ensure  honest  spending.  Congress  and  the  Admir 
tration  established  three  overseers  of  the  rescue.  The  Off! 
of  Thrift  Supervision  supervises  the  industry,  the  Resolutij 
Trust  Corp.  shutters  ailing  s&Ls,  and  the  Resolution  Tn; 
Corp.  Oversight  Board  keeps  tabs  on  the  RTC.  The  thr| 
mess  doesn't  need  more  supervisors.  It  needs  realism. 

The  truth  is  that  Resolution  Trust  has  to  liquidate  maj 
of  the  600  ailing  thrifts  as  quickly  as  possible.  The  lon| 
sick  thrifts  operate,  the  greater  the  ultimate  cost  to 
taxpayer.  But  the  current,  cumbersome  structure  mak 
fast  action  all  but  impossible.  What's  needed  is  the  creatil 
of  a  thrift  regulatory  kingpin  who  can  move  quickly  to  del 
up  the  mess.  Shrinking  the  industry  will  reduce  wastef 
competition  and  reward  the  efficient  operators.  The  fasl| 
Congress  acts,  the  less  the  bailout  will  end  up  costing. 


EXXON  SHOULD  LIVE  UP 
TO  ITS  WORLD  STATURE 


It's  amazing  how  slowly  time  passes  when  you're  havi: 
a  bad  time.  Although  only  a  year  has  passed  since 
notorious  Valdez  oil  spill  fouled  the  shore  of  Alaska,] 
seems  much  longer  ago.  The  hullaballoo  that  folio 
turned  into  a  public-relations  disaster  for  Exxon  Co: 
which  took  some  well-deserved  knocks  for  its  lead-foo 
response  to  the  accident. 

The  complaints  about  Exxon's  handling  of  the  Valdez  s 
became  so  heated  that  you  would  have  thought  its  cri 
were  talking  about  the  company's  progenitor,  John 
Rockefeller's  Standard  Oil  Co.  of  New  Jersey,  rather  tha 
publicly  owned,  integrated  oil  company  run  by  engineers 
the  time  the  company  was  indicted  in  February  on  f 
misdemeanor  and  felony  counts  involving  the  Alaskan  s 
the  celebrated  tiger  in  Exxon's  tank  was  looking  more  liki 
scalded  cat. 

Unfortunately,  the  company's  environmental  proble 
may  reflect  a  more  parochial,  short-term  corporate  stra 
that  Exxon  has  been  pursuing  (page  72).  In  our  view,  it 
strategy  unworthy  of  Exxon's  stature  and  history. 

While  other  major  oil  companies,  such  as  Royal  Du 
Shell  Group,  are  stepping  up  international  exploration 
reserve-acquisition  activities,  Exxon  has  been  cutting  baj 
Other  oil  companies  are  expanding  their  efforts  to  b 
relationships  with  major  producing  countries,  which  incn 
ingly  dominate  oil  production,  but  Exxon  greatly  redm 
the  management  staff  that  helped  maintain  such  relati 
ships.  The  company  continues  to  pursue  a  strategy  tl 
stresses  short-term  financial  maneuvers  to  bolster  its  six 
price. 

Modern  multinationals  need  to  take  the  long-term  vie 
That's  the  lesson  we  draw  from  Exxon's  off  year. 
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HERE  COMES 


The  perfect  accident? 


The  front  left  corner  of  the 
northbound  car  has  abruptly 
met  the  front  left  corner  of 
the  southbound  car  in  an 
offset  frontal  impact. 

If  two  cars  had  to  meet 
this  way,  how  fortunate  that 
they  were  both  Mercedes. 
Because  every  new  Mercedes- 
Benz  has  been  designed  from 
the  drawing  board  up  with 
this  specific  type  of  crash  in 
mind. 

Mercedes  -  Benz  studies 
show  that  serious  accidents  far 


more  often  involve  offset  than 
direct  head-on  impacts.  So  the 
forward  chassis  and  body 
structure  of  a  Mercedes-Benz 
is  ingeniously  configured  to 
absorb,  channel  and  distribute 
impact  forces  in  both  offset 
and  head-on  collisions.  Aiming 
to  blunt  the  thrust  of  kinetic 
energy  before  it  reaches  the 
passenger    area.    Aiming  to 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


reduce  the  occupants'  risk  of 
serious  injury. 

Even    with    this  defense 
against  offset  impacts,  the 
absolutely  no-risk,  no-damage, 
no-injury   accident    is,  and 
probably  always  will  be,  un- 
attainable. 

But    that    has    never  dis- 
couraged  the   engineers  of 
Mercedes-Benz  from  trying. 
And  never  will. 

For  further  information 
on  Mercedes-Benz  safety,  call 
1-800-243-9292  anytime. 
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'ALMOST  LIKE  A  CULT':  AT  SATURN,  WORKERS  START  WITH  FIVE  DAYS  OF  TRAINING— AND  THEN  MAY  GET  IOC  TO  750  HOURS  MORE 


Cover  Story 


56  HERE  COMES  SATURN 

It  was  conceived  as  an  all-out  effort 
to  beat  the  Japanese  in  the  small-car 
market.  Starting  from  scratch,  GM's 
Saturn  unit  would  slash  costs  and 
boost  quality  by  using  the  best  tools 
it  could  muster.  In  the  process,  it 
would  serve  as  GM's  model  for  a  21st 
century  carmaker.  Now,  eight  years 
later,  D  day  is  around  the  corner  as 
Saturn  prepares  to  begin  production 

61  THEY  DON'T  BUY  AMERICAN 

But  they're  the  customers  GM  needs 

62  OM'S  STAR  PERFORMERS 

Can  it  apply  their  lessons? 
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country  Or  we  can  keep  your  customers  informed  with  a 
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MQ  Card. 
Or  take  your 
chances. 


All  across  America,  business  is  calling  on 
MCI.  You  should,  too. 

Unlike  the  AT&T  Card,  with  the  MCI  Card'^ 
there's  never  a  chance  of  hidden  charges,  whether 
you  dial  direct  or  use  an  operator.  And  you  never 
have  to  read  payphone  labels,  listen  for  special 
recordings,  or  dial  differently  from  different 
phones. 

What's  more,  you  can  use  your  MCI  Card 
from  any  phone  in  the  U.S.  to  virtually  any  phone 
in  the  world.  And  when  you're  traveling,  you  can 
use  your  MCI  Card  with  MCI  CALL  USA'"  from 
a  growing  number  of  countries  all  over  the  worid 
to  get  back  home.  You'll  always  get  an  English- 
speaking  operator,  and  save  money,  too. 

Of  course,  using  the  MCI  Card  assures  you 
of  unsurpassed  call  quality  As  well  as  savings 
over  AT&T's  standard  rates  month  after  month. 

So  if  you're  not  calling  with  the  MCI  Card, 
call  us  at  1-800-888-0800. 
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A  VERY  GOOD  YEAR  FOR  BUSINESS  WEEK 


THE 
PENNY  S1XKK 
SCAM 


CAN 
CORNFLAKES 
CURE  CANCER? 


THE  ISSUES  THAT  LED  TO  A  NOMIHATION  FOR  GENERAL  EXCEUENQ 


H /.l\"\voo<l  has  its  Oscars,  and  news- 
papers have  their  Pulitzer  Prizes. 
In  the  world  of  magazines,  the  most 
prestigious  honors  are  the  National 
Magazine  Awards.  Like  the  Puhtzers. 
the  National  Magazine  Awards  are  pre- 
sented under  the  auspices  of  the  Colum- 
bia University."  Graduate  School  of  Jour- 
nalism, and  more  than  1.000  m-agazines 
routinely  enter  the  competition. 

This  year.  Fm  proud  to  —7^ — ] — 77 
report.  BUSES'ESS  WEEK  has 
been  nominated  as  a  final- 


ist m  two  separate  catego- 
ries. Our  bonus  issue.  "In- 
novation in  America." 
published  last  June,  was 
chosen  as  one  of  sis  final- 
ists for  best  single-topic  is- 
sue. It  was  the  biggest  indi- 
vidual project  evcr 
undertaken  by  the  staff  0: 
BUSINESS  WEEK.  In  all.  two 
dozen  New  York  editors, 
art  directors,  photo  editors, 
and  production  specialists  worked  vv  ith  a 
mountain  of  material  filed  by  every  one 
of  oui-  16  domestic  bureaus  and  several 
foreign  correspondents  as  well.  The  re 
suit  was  a  series  of  stories  documenting 
that  the  kind  of  innovation  that  made 
America  a  world  leader  is  still  very 
much  alive. 

BUSINESS  WEEK  is  a  finalist,  too,  in  the 
general-excellence  categorj"  for  maga- 
zines with  circulation  over  1  million.  We 


FOR  BEST  SINGLE  TOPIC 


are  represented  in  general  excellence 
the  three  issues  shown  above. 

One  of  these,  a  Special  Repon 
"The  New  America,''  has  also  been  : 
lected  as  a  finalist  for  one  of  the  Dei 
line  Club's  1990  excellence  awards  spd 
sored  by  the  New  York  C\vy  Chapter! 
the  Society-  of  Professional  JoumalisI 
Sigma  Delta  Cha.  In  "The  New  Ame 
ca."  we  explored  the  impact  of  changi] 
^  ^  ^  demograpWcs  on  the  U. 

and  predicted  that  "a  ma 
manageable  national  del 
new  technologies,  and  gl< 
al  perestroika  may  maj 
for  the  most  prosperous 
cade  of  the  centurj"." 

The  vrinners  of  both  ■ 
National  Magazine  AwaJ 
and  the  Deadline  Cll 
Awards  will  be  annound 
on  Apr.  26. 

We  are  honored  to 
one  of  the  finalists  in  tha 
important  competitioi 
Yes.  tne  selections  are  a  nice  pat  on  1 
back  for  our  talented  staff  around  j 
world.  But  more  than  that,  they  are  fj 
ther  e\idence  of  BUSINESS  week's  ccj 
mitment  to  qualitj"  journalism.  The  r| 
winner  is  you.  the  reader. 
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TAKING  CUSTOMER  SERVICE 
BEYOND  LIP  SERVKE  

Too  oftci"..  iTiar-iigeiv.er-t  beconjes  so 
infaruaied  with  the  process,  pro- 
gram, or  slogan  it  is  using  that  its  objec- 
tive is  forgotteri  ("King  Customer."  Cov- 
er Stor.-.  Mar.  12  j.  Getting  improved 
results,  vrhether  in  qualit\".  producti^it^^ 
or  customer  senice  is  often  a  matter  of 
beuer  manageinent  and  beuer  leader- 
ship. The  key  is  undersTa.nding  m.ore 
about  what  motivates  the  people  in  your 
organization  and  creating  the  eri\iron- 
m.ent  that  brings  out  the  best  in  them. 

Ross  C.  Feltz 
Pittsburgh 

Approximately  rvvo-trirds  of  the  com- 
panies I  have  consulted  -sith  over 
the  past  few  years  have  undertaken  for- 
m.al  programs  to  improve  customer  ser- 
\ice  and  qualit;*".  Unfortunately,  only  a 
small  fraction  of  this  group  has  acmally 
seen  its  efforts  pay  off.  What  distin- 
guished those  that  succeeded  was  the 
level  of  substantive  investments  they 
made  m  actually  tackling  piroduct  and 
senice  problems,  rather  tlian  simply 


Slogans,  ii'^ispirataonaj  speeches,  com;- 
mittees.  and  5ur\"eys  can  only  be  effec- 
tive when  they  are.  accompanied  by  the 
concrete  resources  necessarj"  to  satisfy 
the  customer,  'tt'hen  the  real  problem  is 
outdated  equipment,  understaffing, 
poorly  paid  employees,  shoddy  materials, 
or  inadequate  training,  symbols  and 
management  exhortations  alone  will  ac- 
comjolish  little  or  nothing. 

Bruce  X.  Pfau.  PhD 
Regional  Director 
Hay  Management  Consultants 
New  York 

-MADE  IN  THE  U.S.A' 

MAKES  A  COMEBACK  

Y,  articlr  ■'Xov,-  Japan  is  gerdng 
jun'jpy  about  quality"""  (International 
Business.  Mar.  -5t  asks  the  rhetorical 
question,  "Could  Japan  be  losing  its 
much-vaunted  quality  edge?"  Your  an- 
swer "Not  yet."  My  response:  It's  sure 
starting  to  look  that  way. 

.\s  an  industry"  executive  who  has  de 
voied  a  career  to  American  tele%is3on 
desig3i.  manufacturing,  and  sales.  I  can 
tell  you  that  the  perceived  qualit>"  gap 
between  Japanese  and  U.  S.  products  is 
definitelv  narrowintr— an  opinion  shared. 


incidentally,  "by  many  c-ons'anier  electro*  3iS  2 
ies  dealers  who  Ihre  and  die  on  a  mam  i  ^ 
facturers  reputation  and  quality  perfo  ii& 
mance  in  the  marketplace. 

Joseph  P.  Clayto 
\lce-Presidei 
Tele%ision  Dir..  Americj 
Thomson  Consumer  Electronics  In 

Indianapol  nt^ 


VALDU:  THERE'S  PLENTY 
OF  BLAME  TO  GO  AROUND 


*:.<:  L^xiK'y:.  •  a.ari  spu  v^"as  a  c 
saster  of  mammoth  proportio: 


("The  legal  reef  ahead  for  Exxon."  Tc  ; 
of  the  News.  Mar.  12).  And  granted,  hi 
man  malfunction  was  the  cause. 

No  one  can  say  th^at  Exxon  has  nAi3?: 
mounted  a  valiant  effort  to  help  mal  ede: 
right  their  blunder.  To  hear  now  ihs  tsK: 
Attorney  General  Richard  L.  Thon 
burgh  promdses  to  extract  from  the  coi 
pany  "the  maximum  amount  the  la 
permits"  is  unbelievable.  What  goc^d  w; 
monetan*  ].">enalties  be? 
One  possible  alternative  to  promoC_ 


management  awareness  of  slojipy  ope  c^tl 
ating  practices  is  to  pro%ide  jail  se 
tences  for  those  senior  executives  wt 
should  have  Iniowr.  0:  :he  iisasier  p 


ICSQil! 

I!  im 


ial  but  did  nothing  to  correct  it.  Man- 
Tient  should  be  warned  in  advance 
fines  are  no  longer  the  way  to  satis- 
;he  system  for  a  careless  disaster, 
aorate  funds  should  be  spent  to  pre- 
;  disasters,  not  pay  for  their  cleanup. 

Peter  H.  Toennies 
Great  Falls,  Va. 

Dmmon  sense  dictates  that  Valdez- 
type  accidents  will  occur — so  will  air- 
crashes.  It  also  dictates  that  Ex- 
s  and  others'  contingency  plans  for 
;pills  be  reviewed  for  adequateness. 
vhy  not  roll  the  heads  of  the  adminis- 
Drs  of  the  federal  and  Alaskan  envi- 
nental  agencies  and  the  Coast  Guard 
mandant  for  their  obvious  failure  to 
heir  jobs? 

Iso,  members  of  Congress  who 
?d  the  chance  to  make  political  hay 
;utting  up  their  Exxon  credit  cards 
d  have  better  utilized  their  time. 

Rollins  C.  Snelling 
Fernandina  Beach,  Fla. 

DRMATION  MAHAGERS 

P  A  DIRECT  LINE  TO  THE  CEO 

legarding  your  story  on  the  perilous 
■position  of  the  chief  information  of- 
'  in  Corporate  America:  Yes,  the  per- 
ion  may  be  that  the  glorious  future 


CORRECTIONS  &  CLARIFICATIONS 

In  "Is  Federal  Express  an  innocent 
abroad?"  (Top  of  the  News,  Apr.  2), 
BUSINESS  WEEK  incorrectly  identified 
Emery  Worldwide,  a  unit  of  Consoli- 
dated Freightways  Inc.,  as  Emery/Pur- 
olator,  and  incorrectly  said  that  Emery 
is  bowing  out  of  the  domestic  air- 
freight industry.  The  company  contin- 
ues to  carry  overnight  letters,  small 
packages,  and  heavyweight  freight  for 
business  customers  in  the  U.  S. 


of  the  CIO  position  is  quickly  fading 
("CIO  is  starting  to  stand  for  'Career  Is 
Over,' "  Information  Processing,  Feb. 
26).  Nonetheless,  it's  more  accurate  to 
say  that  the  position  is  still  evolving — 
slowly  but  steadily.  In  the  1990s,  manu- 
facturing companies  will  be  increasingly 
dependent  on  automated  information 
systems. 

More  and  more,  U.  S.  industrials  will 
recognize  that  in  the  international  arena, 
the  game  will  be  won  by  shortening  the 
decision  time  of  management  with  better 
decision-making  systems.  That  means 
not  only  superior  technology  but  also 
placing  information-systems  managers 
in  a  direct  line  to  the  chief  executive 
officer.  Ten  years  ago,  the  ciO  was  a 


good  idea.  For  U.  S.  manufacturers  in 
the  1990s,  the  emergence  of  the  CIO  has 
become  a  necessity. 

Roy  A.  Finney,  Chief  Executive  Officer 
Liant  Software  Corp. 
Framingham,  Mass. 

DOES  JUNK  BASHING  CREATE 

A  HRE-SALE  MENTALITY?  

■ was  disappointed  by  "So  long,  sorcery. 
Hello,  sanity"  (Commentary,  Feb.  26). 
The  reference  to  a  "famous  network  of 
junk  buyer-cronies"  is  unnecessary.  It 
furthers  the  notion  that  anything  to  do 
with  junk  bonds  is  duplicitous. 

The  article  conveys  a  sense  of  disgust 
and  urgency  to  financial  outsiders  who 
then  increase  public  pressure  for  prohi- 
bitions against  using  high-yield  securi- 
ties as  an  important  tool  in  capital  for- 
mation. This  pressure  can  lead  to  "fire 
sales"  and  calamity  in  the  market. 

Kevin  T.  Burke 
Vice-President 
Marine  Midland  Capital  Markets  Corp. 

New  York 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y,  10020,  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  nght  to  edit  letters 
for  clarity  and  space. 


Introducing  Master  RoadAssist™ 

Only  one  Gold  Card  picks  you  up  when 
^our  car  breaks  down.  Gda  MasterCard! 


bw  help  is  just  a  phone  call  away.  24  hours  a  day. 

Any  time  of  the  day  or  night,  nationwide.  Gold  MasterCard 
comes  to  your  rescue  with  emergency  roadside  assistance.  Call 
1-800-MC  ASSIST  and  towing  arrangements  will  be  made 
tunediately.  Not  only  is  the  towing  charge  generally  below  market 
rates,  it's  billed  directly  to  your  account.  So  there's  no  need  to 
worry  about  cash.  Master  RoadAssist  only  from  Gold  MasterCard. 

Gold  MasterCard. 
The  Best  Gold  Card  To  Master  The  Moment. 

Certain  conditions  and  lirnitatloris  apply.  Response  time  may  vary  depen#g  uport  wearttier  conditions,  time  and  loca^^ 

Gold  MasterCard  cardholders  may  call  1-800-MC  AS9fST  for  full  terms  and  conditions  or  other  details. 


BOOMTOWN  BLUES:  COLORADO  OIL  SHALE,  1 885-1 985 
By  Andrew  Gulliford 

University  Press  of  Colorado  •  302pp  •  $19.95 


HOW  SHALE-OIL  FEVER 
BURNED  COLORADO 


The    energy    crisis.  Remember? 
Through-the-roof  oil  prices.  Lines 
at  the  gas  pump.  Smug  sultans. 
Perplexed  politicians. 

In  Washington,  it  generated  an  almost 
hysterical  atmosphere,  which  peaked  in 
1979  when  President  Carter  called  for 
the  "moral  equivalent  of  war"  to  achieve 
energy  independence.  Carter  proposed 
an  $88  billion  crash  program  centered  on 
producing  synthetic  fuels  from  oil  shale 
and  coal. 

But  just  as  the  war 
effort  was  getting  mo- 
bilized— and  Synthetic 
Fuels  Corp.,  set  up  by 
the  government,  had  en- 
ticed most  major  oil 
companies  to  launch 
huge  shale  projects — oil 
prices  softened  and  in- 
terest evaporated.  All 
that  remains  of  an  ef 
fort  that  was  supposeil 
to  produce  2  million  bar- 
rels of  synthetic  fuels  a 
day  by  1992  is  a  Unocal 
Corp.  plant  churning 
out  about  6,000  barrels 
a  day. 

The  havoc  that  shale 
hysteria  wreaked  on  the 
small  towns  that  dot 
the  expanses  of  western 
Colorado — places  such  as  Rifle  and 
Parachute — is  the  subject  of  Boomtoivn 
Blues.  Historian  Andrew  Gulliford  had  a 
front-row  seat  for  the  recent  events  he 
relates.  From  1976  to  1983,  Gulliford 
lived  in  Silt,  on  the  edge  of  the  Piceance 
Creek  Basin,  which  contains  a  stagger- 
ing 500  billion  barrels  of  supposedly  re- 
coverable oil  in  shale. 

As  OPEC  tightened  its  stranglehold  in 
the  '70s,  U.  S.  policymakers  began  to 
view  this  shale  as  a  key  to  energy  inde- 
pendence. Ranchers  and  farmers  who 
had  scraped  together  modest  livings 
were  suddenly  overrun  by  "funny  guys 
in  dark  glasses"  who  "started  drifting 
[into  town]  in  Cadillacs,"  as  one  resident 
told  Gulliford,  adding:  "It  was  like  [we 
were]  on  a  train  to  Prosperity  Junction." 

Gulliford  frames  the  tale  as  a  morality 
play  in  which  the  villain's  role  is  played 
by — yes,  Exxon.  Ironically,  the  world's 
biggest  oil  company  had  stayed  on  the 
sidelines  as  most  of  the  majors  set  up 


big  U.  S.  shale  projects.  But  in  1980, 
shortly  after  buying  out  Atlantic  Rich- 
field Co.'s  interest  in  the  huge  Colony 
oil-shale  project  near  Parachute,  Exxon 
Corp.  issued  a  stunning  white  paper  on 
shale's  future. 

U.  S.  production  of  synthetic  fuels 
could  reach  600,000  barrels  a  day  by 
1990  and  8  million  barrels  a  day  by  2010, 
Exxon  predicted.  Reaching  those  goals 
would  require  investing  more  than  $500 
billion,  moving  more  than  1  million  peo- 


REELING  IN  RIFLE:  FIRE  SALES  AND  FORECLOSURES  FOLLOWED  EXXON'S  PULL-OUT 


pie  to  western  Colorado,  and  digging  six 
huge  strip  mines,  each  larger  than  any 
then  in  existence.  Exxon  even  proposed 
diverting  water  from  the  Missouri  Riv- 
er— some  700  miles  away.  To  jump-start 
the  industry,  Exxon  said  it  would  sink  $5 
billion  into  the  Colony  project  and  build 
a  town  for  25,000  workers. 

Job-seekers  flooded  the  region.  Prop- 
erty values  skyrocketed,  and  many  new- 
comers had  to  live  in  tents  and  even 
tepees.  Parachute's  huge  saloon  doubled 
as  a  Catholic  church.  Gulliford  figures 
that  some  80  years"  worth  of  municipal 


A  ballyhooed  and  then 
abandoned  push  for  energy 
independence  wreaked  havoc 
on  the  State's  western  towns 


improvements  such  as  schools  and  se\ 
ers  were  finished  in  just  three  years. 

Then,  Exxon  pulled  the  plug.  On  Ma 
2,  1982 — "Black  Sunday,"  in  local  pa 
lance — it  announced  the  end  of  the  Col 
ny  project.  In  one  stroke,  2,100  jobs  wei 
eliminated.  Eventually,  every  oil  comp: 
ny  except  Unocal  followed  suit.  Gullifoi 
poignantly  describes  the  resulting  deva 
tation:  double-digit  unemployment,  hui 
dreds  of  home  foreclosures,  and  an  ef 
demic  of  small-business  bankruptcies. 

Gulliford  is  no  dispassionate  observe 
He  excoriates  Exxon  for  "unpreceden 
corporate  schizophrenia"  and  conten 
that  "no  nineteen  managers  on  a 
board  of  directors  should  have  the  po 
er  to  cause  so  much  economic  disast 
and  dislocation  .  .  .  ."  And,  while  t 
book  is  extensively  researched,  Gullifo 
doesn't  give  Exxon  a  chance  to  respon 
Exxon's  behavior  is  certainly  open 
criticism,  though  t 
company  seems  to  ha 
been  inept  and  callo 
rather  than  maliciou 
Its  white  paper's  proj 
tions  show  how  asto 
ishingly  far  off  cour 
an   enormous  corpor 
tion  can  go  in  its  pla 

ning.   (BUSINESS  WE 

championed  a  massi 
shale  effort,  too.) 

In  fairness,  Gullifo 
assigns  too  little  bla 
to  Washington  polic 
makers,  who  ignited  t 
oil-shale  boom  with  t 
enthusiasm  of  wildc 
ters,  then  backed  off 
though  they  had  dug 
dry  hole.  The  ener 
crisis  was  never  solve 
after  all;  it  was  forgotten.  Reliance 
imported  oil,  which  supplies  about  h 
of  the  country's  needs,  is  again  risi 
even  as  U.  S.  reserves  fall. 

Without  question,  technological  ar 
environmental  obstacles  hinder  the  e 
ploitation  of  shale.  But  it  remains  a  m 
jor  alternative  to  oil  for  liquid  fuels,  ai 
some  companies,  including  Occident 
Petroleum  Corp.,  are  arguing  that  tl 
government  shouldn't  have  abandom 
it.  They're  pushing  for  a  modest 
search  program  to  eliminate  producti( 
snags  and  address  the  environment 
problems.  Facing  those  issues  now  cou 
help  avoid  a  replay  of  the  kind  of  mi 
takes  so  vividly  chronicled  in  Boomtou 
Blues.  The  book,  then,  is  more  than  c( 
orful  history.  It  is  a  warning  we  wou 
do  well  to  heed. 

BY  WILLIAM  C.  SYMONC 
Senior  Correspondent  Si/monds  reporti 
on  the  shale  boom  from  Washington  at 
watches  what's  left  of  it  from  Denver. 
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The  flood  has  arrived. 
May  we  mterestyou  m  an  ark? 


You  are  currently  the  target  of 
thousands  of  pieces  of  information  a 
day.  So  we'll  get  straight  to  the  point. 

You  can  sit  by  and  find  yourself 
inundated  by  all  that.  Or  you  can 
choose  the  perfect  vessel  to  navigate 
it:  Dowjones  News/Retrieval." 

We  Ye  the  only  computer-based 
information  service  specifically  de- 
signed to  meet  the  needs  of  people 
in  business  and  finance. 

And  given  the  business  world's 
obsession  with  wanting  everything 
yesterday  we  attach  special  urgency 
to  speed.  Within  seconds,  we  bring 
developments  from  across  the  coun- 
tryand  around  the  world  toyourcom- 
puter.Thoroughly  researched  news 

©  \990  Dowjones  &  Company.  Inc  All  rights  reserved 


of  companies,  industries.government 
actions. and  markets — including  de- 
tailed data  and  current  stock  quotes 
on  thousands  of  companies. 

We're  also  the  only  information 
service  that  offers  the  full  text  of  The 
Wall  Street Journaran6  Dowjones' 
News  Services — which  can't  get  you 
what  you  need  yesterday  but  certainly 
gives  you  a  head  start  on  tomorrow. 

But  business  decisions  often 
require  a  perspective  broader  than 
the  present  alone.  So  we  also  provide 
hundreds  of  other  rich  information 
sources:  periodicals,  surveys,  statisti- 
cal abstracts — information  on  practi- 
cally everything  from  acquisitions 
to  Zurich  gold  fixings. 


The  result  is  an  entire,  up-to-the- 
second  business  reference  library 
shrunk  to  the  size  of  a  personal  com- 
puter One  that  gives  you  in  seconds 
what  might  otherwise  take  months 
to  acquire.  And  lets  you  manage  that 
information  instead  of  having  the  in- 
formation manage  you.  All  for  a  start- 
up cost  of  only  $29.95. 

So  the  next  time  you  feel  yourself 
drowning,  reach  for  that  life  preserver 
on  your  desk  with  all  the  buttons  on 
It. And  call  Dowjones  News/Retrieval 
at  1-800-225-3170,  Ext. 682. 

Dowjones 
News/Retrie\^r 

The  lifebloodof  busint',s:" 
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IT'S  TIME  TO 
SCRAP  AMERICA'S 
POSTWAR 
GAME  PLAN 

BY  PAUL  CRAIG  ROBERTS 


The  U.S.  no  longer  needs  to 
contain  communism  by 
restoring  the  economic 
vitality  of  Europe  and  Japan. 
Now  we  must  devise  ways 
to  ensure  Corporate 
America's  health 


PAUL  CRAIG  ROBERTS  HOLDS  THE 
WILLIAM  E  SIMON  CHAIR  OF  POLITICAL  ECONOMY 
AT  THE  CENTER  FOR  STRATEGIC 
&  INTERNATIONAL  STUDIES  IN  WASHINGTON 


The  1980s  taught  us  that  our  finan- 
cial markets  are  more  mature  than 
our  pundits.  Despite  hysterics 
fanned  by  the  "twin  deficits"  and  "impe- 
rial overreach,"  the  markets  shrugged 
off  predictions  of  debt  crash,  depression, 
high  interest  rates,  and  loss  of  confi- 
dence in  the  dollar.  During  the  decade 
when  some  economists  and  journalists 
predicted  our  demise,  investors  in  stocks 
and  bonds  enjoyed  above-average  re- 
turns, and  capital  flowed  to  the  U.  S. 

West  Germany,  with  its  trade  surplus, 
has  higher  long-term  interest  rates  than 
the  U.  S.  The  Japanese  yen  has  declined 
despite  Japan's  trade  surplus  and  rising 
interest  rates  and  concerted  central-bank 
intervention  against  the  dollar. 

Perhaps  now  we  can  discover  our  real 
problems.  The  U.  S.  is  still  acting  out  the 
game  plan  of  1948.  This  plan  was  de- 
signed to  contain  communism  by  restor- 
ing the  economic  vitality  of  Europe  and 
Japan  while  fostering  economic  develop- 
ment in  other  regions  through  foreign 
aid  and  multilateral  lending  institutions 
such  as  the  World  Bank.  In  effect,  it 
was  a  plan  to  protect  our  interests  by 
advancing  the  interests  of  others. 

Now  that  communism  has  collapsed 
from  its  own  failure  and  our  World  War 
II  adversaries,  Japan  and  Germany, 
have  strong  economic  positions,  it  is 
time  for  the  U.S.  to  devise  a  new  strate- 
gy for  protecting  its  interests. 

This  will  be  harder  than  it  seems,  be- 
cause our  postwar  emphasis  on  building 
up  others  permitted  an  indifference, 
even  an  adversarial  attitude,  toward  our 
own  businesses  on  the  part  of  the  U.  S. 
government.  For  example,  American  ex- 
ecutives routinely  report  that  they  are 
handicapped  in  their  negotiations  with 
their  Japanese  counterparts  because  the 
Japanese  government  backs  up  the  in- 
terests of  Japanese  companies  while  the 
U.  S.  government  sees  itself  as  a  media- 
tor between  two  different  interests.  Of- 
ten, U.  S.  foreign  policy  concerns  take 
precedence  over  the  interests  of  Ameri- 
can businesses. 

UNINSURABLE.  It  remains  to  be  seen 
whether  the  U.  S.  government  can  cast 
off  the  practices  and  attitudes  of  40 
years  and  learn  to  defend  U.  S.  business 
interests  as  successfully  as  Japan  and 
West  Germany  defend  their  own.  The 
size  of  our  markets  makes  them  a  valu- 
able target  and  justifies  strategic  ap- 
proaches on  the  part  of  competitors.  As 
long  as  our  goal  was  to  spread  economic 
prosperity  as  a  bulwark  against  commu- 
nism, this  was  not  perceived  as  a  prob- 
lem. Today,  however,  we  will  have  to 
discover  how  to  deal  with  people  who 
compete  for  keeps  while  we  maintain 
our  open  economy. 

Foreign  competitors  backed  by  their 


governments  are  not  the  greatest  threat. 
As  Pogo  says,  "We  have  seen  the  ene- 
my, and  he  is  us."  The  U.S.  legal  sys- 
tem is  rapidly  developing  in  directions 
unfavorable  to  a  successful  business  en- 
vironment. In  his  book.  Liability,  Peter 
W.  Huber  describes  what  he  calls  the; 
revolution  in  tort  liability  that  is  crowd-' 
ing  out  contract  law,  creating  uninsur-i 
able  obligations,  and  making  the  U.  S.  an 
unsafe  place  to  do  business.  Since 
"Made  in  America"  generally  conveys 
the  right  to  sue  in  America,  our  unique 
"tort  tax"  gives  foreign  manufacturers 
a  competitive  advantage  as  they  do  not 
shoulder  U.  S.  liability  costs. 

Legal  developments  unique  to  the 
U.  S.  are  hurting  us  in  other  ways.  Prob- 
ably no  other  country,  and  certainly  not 
Japan,  would  have  used  a  racketeering 
statute  to  destroy  its  most  innovative 
financial  institution.  The  Justice  Dept.'s 
use  of  the  Racketeer-Influenced  &  Cor- 
rupt Organizations  (RICO)  club  to  force 
Drexel  Burnham  Lambert  Inc.  into  a 
plea  bargain  that  drained  its  capital  base 
is  an  unprecedented  action. 

Similarly,  the  Justice  Dept.'s  recent 
criminalization  of  an  accident  in  its  in- 
dictment of  Exxon  Corp.  for  the  Valdez 
oil  spill  bodes  ill  for  U.  S.  business.  The 
government's  indictment  treats  the  acci- 
dental spill  of  $150  million  worth  of  valu- 
able oil  in  Prince  William  Sound  as  "re-  i 
fuse  matter  . . .  thrown,  discharged,  and  I 
deposited"  by  Exxon  without  a  permit. 
MISPLACED  CONCERN.  Not  content  withj. 
this  absurdity,  Justice  charges  the  oit; 
company  under  the  Migratory  Bird  Trea-j, 
ty  Act  for  killing  migratory  birds  with- 
out a  license  and  for  "willfully  and 
knowingly"  employing  people  incapable 
of  steering  an  oil  tanker. 

No  other  country  would  file  such 
trumped-up  charges  against  one  of  its 
major  companies.  Those  concerned  about 
foreign  takeover  of  America  had  better 
start  worrying  about  the  courts  instead 
of  the  deficit.  Across  the  spectrum  of 
law,  U.  S.  companies  are  being  given 
powerful  incentives  to  move  offshore 
and  to  seek  foreign  ownership,  in  whole 
or  part,  for  political  protection  against 
the  U  .  S.  government.  One  day  in  the 
future,  when  the  Justice  Dept.  decides 
"to  RICO"  a  reputable  financial  institu- 
tion or  criminalize  an  accident,  it  is  go- 
ing to  find  itself  dealing  with  Japanese 
Foreign  and  Finance  Ministers  deter- 
mined to  protect  the  legitimate  interest 
of  Japanese  shareholders. 

The  globalization  of  capital  markets 
means  that  domestically  owned  compa- 
nies are  no  longer  essential  to  investors. 
If  U.  S.  law  continues  on  its  antibusiness 
track,  some  publicly  owned  companies 
will  have  the  incentive  to  move  offshore 
to  protect  their  shareholders.  S 
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Number  two  in  a  series  from  Savin  Corporation. 


All  the  affordable  plain  paper  copy/fax  machines  currently  available* 


1 


Let's  talk  about  them  all  at  once. 

The  Savin  SX-1600  is  the  least  expensive  plain  paper  copy/fax  machine  you  can  buy.*  No  one 
:lse  even  comes  close. 

It  can  be  used  as  a  plain  paper  fax.  A  telephone.  And  a  plain  paper  copier.  It  can  copy  or  fax 
iSht  out  of  books  and  magazines. 
And  it's  virtually  maintenance  free. 

The  SX-1600  is  among  the  most  dependable  on  the  market.  With  projected  failures  averaging 
5ne  every  five  years. 


sai/m 


To  see  it,  just  call  1-800-52-SAVIN  for  the  dealer  nearest 
^ou.  We'll  be  glad  to  show  you  our  Savin  SX-1600.  And 

III  the  other  affordable  plain  paper  copy/fax  machines.    Ask  US  what's 


'm  interested  in  learning  more  about  the  SX-1600.  Send  to  the  Savin  Corporation,  335  Bishop  Hollow  Road,  Newrtovim  Square,  PA  19073. 

■^ame  Title  Company  Address  

:ity  state  Zip  Telephone  
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Cost  comparison  based  on  manufacturers'  sugsested  retail  prices. 
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FIRST,  A  SURGE 
IN  IMPORTS 
CLOBBERED  THE  YEN 


. . .  THEN,  JAPANESE 
INVESTMENT  ABROAD 
CLOBBERED  IT  AGAIN 

While  ir.iiting  trade  patterns  have 
undermined  the  yen.  economist 
William  P.  Sterling  at  Merrill  LjTich 
Capital  Markets  believes  the  real  cause 
of  the  yen's  fall  from  grace  is  Japan's 
enormous  and  growing  capital  outflow. 
Inspiring  that  outflow,  he  says,  is  "the 
huge  gap  benveen  Japanese  land  and 
stock  prices  and  those  in  other  nations." 


The  simplest  e.xpianation  of  the  yen's 
recent  sharp  slide  is  that  the  Bank  of 
Japan's  delays  in  raising  interest  rates 
in  the  face  of  inflationar\"  pressures 
have  reinforced  the  perception  that  even 
greater  monetary"  stringency  is  needed. 
A  closer  look,  however,  suggests  that 
more  fundamental  trends  are  at  work. 

The  most  ob\ious  is  the  sharp  turn- 
around in  Japan's  trade  position.  \Miile 
Japan's  trade  sui-plus  \is  a  ns  the  U.  S. 
remains  stubbornly  high,  the  nation's 
overall  merchandise  trade  sui-plus  has 
been  shrinking  rapidly  over  the  past 
year.  From  a  monthly  high  of  SIO  billion 
in  early  1989.  it  fell  to  just  S3.8  billion  in 
December.  Behind  the  decline,  says 
economist  Robert  S.  Gay  at  Morgan 
Stanley  &  Co.,  "is  a  huge  stu*ge  in  Japa- 
nese imports,  especially  consumer  goods, 
whose  value  has  trebled  since  1986." 

The  turnaround  is  even  more  impres- 
sive if  one  looks  at  Japan's  current-ac- 
count surplus,  which  counts  ti*ade  in  ser- 
\ices  as  well  as  goods,  .\ided  by  hea\">" 
spending  by  Japanese  tourists  overseas, 
this  broader  trade  surplus  shrank  to  -§57 
billion  in  1989  from  S87  bilhon  in  1987. 
and  it  was  down  to  a  S39  bilhon  annual 
rate  in  last  year's  fourth  quarter. 

\Miat's  more.  Japan's  cuiTent  account 
surplus  is  shr:  '  -'ust  as  America's 
current-accou;.:  :e  is  impro\"ing. 

Deborah  Allen  oi  tne  Claremont  Eco- 
nomics Institute  notes  that  the  U.  S.  cur- 
rent-account deficit  and  Japan's  surplus 
fell  by  .<21  billion  and  .<22  billion,  respec- 
tively, last  year.  "The  vinual  identity"  in 
these  numbers."  she  .says,  "suggests 
that  America's  need  for  Japanese  capital 
is  falling  at  close  to  the  same  rate  as 
then-  abilit}"  to  supply  it.  Thus,  we  be 
lieve  that  the  dollar  can  and  will  remain 
firm  against  the  yen." 


The  amazing  runup  in  Japanese  stock 
prices,  with  price-earnings  ratios  that 
seem  absurd  by  global  standards,  and 
the  enormous  rise  in  Japanese  real  es- 
tate prices  are  an  old  storA\  Bolstered  by 
easy  money  in  the  1985-88  period  and  by 
the  behef  in  Japan  that  government  in- 
tervention and  institutional  factors 
shielded  Japanese  markets  from  the  kind 
of  con-ections  that  occun*ed  in  other 
counti-ies.  asset  prices  continued  to  spi- 
ral higher.  At  recent  prices,  notes  Ster- 
ling. Japan's  land  mass  was  worth  near- 
ly four  times  the  total  value  of  the  U.  S. 
land  mass,  which  is  25  times  as  large. 

Now,  as  Japan's  recent  stock  market 
crash  demonstrates,  the  process  has 
shifted  into  reverse.  Japanese  investors 
operating  in  a  global  marketplace  have 


JAPAN'S  INVESTMENT  OUTFLOW 
DWARFS  ITS  TRADE  SURPLUS 

200  , 


'83  84  85 
▲  BILUOKSOF  DOLURS 


86       87        88  89 
fWBGII  SKOtmB  nUS  DItEa  MVEDIBir 

-■eooDSMssamcB 
DAijk  uiH  OF  JJUM,  HBoua  DfiKH  onoL  wnns 


bargains  available  to  them  in  asset  m.ar- 
kets  ovei-seas.  Since  1987.  capital  out- 
flows have  accelerated  rapidly,  just  as 
Japan's  abilitj^  to  finance  foreign-asset 
purchases  with  trade  earnings  has  fallen 
(chait).  In  fact,  outflows  representing 
rising  investment  in  foreign  securities  as 
well  as  direct  investor  -:  *  land  and 
production  facilities  eeded  the 

nation's  net  expoits  >ji  ^'-"ja^  and  ser- 
\ices  by  a  ratio  of  more  than  5  to  1  in 
recent  months. 

All  of  this  leaves  Japanese  authorities 
facing  a  painful  dilemma.  .\s  they  raise 
interest  rates  to  strengthen  the  yen, 
they  risk  touching  off  further  dec-lines  in 
Japan's  already  shaky  stock  market  that 
.'  could  damage  theii"  economy.  But  if  they 
!  fail  to  act  decisively,  a  weak  yen  would 
I  foster  a  pickup  in  inflation  and  make  it 
I  difficult  to  reduce  Japan's  S49  bilhon 
I  trade  sui-plus  with  the  U.  S. 

"It's  a  no-win  situation."  says  Ster- 
I  ling.  "But  until  the  Japanese  find  a  way 
j  to  bring  their  asset  prices  closer  in  line 
!  with  values  overseas,  the  yen  is  likely  to 
remain  under  pressui-e." 


WHERE  LEAN  PAYROLLS 

ARE  MAKING 

fOR  FATTER  MARGINS 
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With  unit  labor  costs  up  about  on 
percentage  point  more  tha 
prices  last  year,  profit  margins  in  th 
private  economy  have  compressed  sharj 
ly.  But  the  problem  Ues  entirely  in  th 
nonmanufactuiing  sector,  says  econ<  igpi 
mist  Susan  C.  Lakatos  at  Kidder,  Pes 
body  &  Co.  Slowing  demand  combine 
with  strong  emplojTnent  growth  in  th 
sector  have  wiped  out  productivit 
gains,  she  explains,  while  compensatio 
increases  i-unning  close  to  6"^^  a  year  ar 
far  outpacing  price  hikes. 

By  contrast,  margins  actually  in 
proved  in  the  factor}"  sector  last  year  a 
manufacturers  not  only  shed  workers  a 
demand  fell  but  also  kept  a  lid  on  wag 
hikes.  As  a  result,  productinty  still  ros 
a  healthy  2.6^f  last  year,  and  unit  labc 
costs  came  in  significantly  below 
3.3''  price  gain  for  manufactured  gooi 
Lakatos  concludes  that  "manufac 
ei-s  are  positioned  for  significant  ea: 
ings  improvement  if  business  pic 
up  moderately."  as  she  expects.  B 
the  margin  erosion  outside  of  manuf; 
turing  suggests  that  nonmanufacttirioKJ 
profits  are  Ukely  to  remain  depress 
unless  economic  growth  quickens  sul 
stantially.  Indeed,  continued  marg: 
pressures,  she  says,  may  finally  spilR 
nonmanufacturing  companies  to  cui  i 
their  inclination  to  hire  more  workers 


MONEY  GROWTH 
SOUNDS 

A  RECESSION  ALARM 


Economi.-i  Nancy  R.  L.azar  at  C. 
Lawrence,  Morgan  Grenfell  Inc.  h< 
been  watching  yii.  one  of  the  broade: 
definitions  of  the  money  supply.  She  r 
ports  that  M4  (which  adds  Treasuip 
bills,  commercial  paper,  bankers'  acce 
tances.  and  sa\ings  bonds  to  narrow(|f: 
meastires  of  money)  showed  absolute 
no  growth  in  January-  and  was  up  on 
3.9''<  over  its  year-earlier  level.  That 
the  lowest  12-month  growth  rate  it  hs 
posted  in  two  decades. 

Moreover,  M4  adjusted  for  inflatic 
has  actually  declined  on  a  year-to-yei 
basis — a  development  that  Lazar  noti 
has  always  heralded  a  recession  in  tl 
past.  At  the  veiy  least,  she  says,  "th 
startling  decline  in  money  gi-owth  su, 
gests  that  inflation  and  the  economy  a: 
likelv  to  slow  further." 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


UST  WHAT  THE  DOCTOR  DIDN'T  ORDER: 
CREDIT  CRUNCH 


rhe  economic  expansion  is  nearly  IV2  years  old — a 
senior  citizen  by  historical  standards.  But  if  it's  to 
see  its  eighth  birthday,  it  will  have  to  meet  severe 
llenges — some  old  and  one  new.  It  won't  be  easy, 
'he  expansion  is  losing  some  of  its  ability  to  fight  off 
able,  not  so  much  because  it's  old,  but  because  de- 
nd  is  sluggish.  One  ongoing  struggle  is  profits — not 
:  their  sharp  decline  but  the  erosion  of  margins, 
ch  could  mean  job  losses.  Another  is  the  moribund 
nufacturing  sector,  which  threatens  the  rest  of  the 
nomy.  The  newest  problem  may  be  the  toughest  of 
the  shrinking  availability  of  credit. 

Banks  are  tightening  up  lend- 
ing standards  in  response  to 
pressure  from  federal  regula- 
tors just  when  many  small-  to 
medium-size  companies  are 
struggling  with  weak  sales  and 
poor  earnings.  The  long  list  of 
problem  real  estate  loans  pre- 
cipitated the  stricter  rules,  but 
all  borrowers  may  feel  the 
pinch. 

That  undercuts  one  of  the 
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:iue  features  that  has  kept  this  expansion  going, 
iking  deregulation  in  the  1980s  removed  interest-rate 
s  that  banks  could  pay  for  deposits,  thus  making 
iit  always  freely  available,  rationed  only  by  what 
rowers  were  willing  to  pay.  But  tighter  lending  rules 
shut  off  the  spigot  for  many — at  any  interest  rate, 
tricter  standards  also  complicate  the  Federal  Re- 
ne's job  of  keeping  the  expansion  going.  Lower  inter- 
rates  will  not  provide  as  much  stimulus  to  the  econo- 
,  if  banks  begin  turning  away  customers. 

UILDERS  It  will  take  weeks  before  the  impact  of 
this  on  the  economy  can  be  measured,  but 
INGING  there  are  already  some  disturbing  signs. 
WE  BLUES  Although  lending  in  the  commercial-paper 
rket  remained  strong  in  early  March,  business  loans 
ill  commercial  banks  fell  in  December,  January,  and 
)ruary — the  first  three-month  drop  in  14  years. 
I-eal  estate  developers  may  be  feeling  the  crunch. 
AT  construction  fell  to  a  four-year  low  in  February 
irt).  Contract  values,  an  indicator  of  future  construc- 
1  spending,  fell  5%  in  the  month,  to  $233.3  billion, 
ording  to  the  F.  W.  Dodge  Group  of  McGraw-Hill  Inc. 
5iness  construction  declined  by  7%,  residential  build- 
dipped  1%,  and  public-works  contracts  dropped  8%. 
)odge  economist  George  A.  Christie  notes  that  the 


trend  is  becoming  ominous,  particularly  since  the  weak- 
ness is  no  longer  confined  to  the  Northeast.  In  February, 
all  four  major  regions  of  the  country  posted  declines. 

Residential  builders  already  face  soft  demand.  Al- 
though sales  of  new  single-family  homes  rose  3.1%  in 
February,  to  an  annual  rate  of  607,000,  they  had  dropped 
6.8%  in  January  and  8%'  in  December. 

It's  too  early  to  tell  how  much  of  the  recent  weaken- 
ing in  construction  reflects  stingier  banks  and  how  much 
is  simply  shaky  fundamentals,  such  as  past  overbuilding 
and  rising  mortgage  rates.  But  a  credit  crunch  at  this 
critical  time  in  the  expansion's  life  just  makes  it  harder 
to  cope  with  all  the  economy's  other  problems. 


I WHY  One  of  the  most  glaring  problems  is  sag- 

PROFITS  ging  profits.  When  earnings  turn  down, 
ARE  SO  many  companies  must  borrow  to  finance 
PEAKED  their  operations.  According  to  the  Com- 
merce Dept.'s  latest  report,  fourth-quarter  profits  were 
better  than  expected,  but  still  disappointingly  weak. 

A  sluggish  economy  was  one  reason.  Commerce's  revi- 
sion of  the  quarter's  gross  national  product  showed  a 
1.1%  gain  in  real  GNP,  previously  reported  at  0.9%.  But  it 
was  still  the  smallest  rise  in  three  years. 

Pretax  book  profits  fell  $1.5  billion  in  the  fourth  quar- 
ter, to  an  annual  rate  of  $273.5  billion.  Aftertax  earnings 
posted  a  small  gain.  However,  after  adjusting  for  depre- 
ciation and  inventory  values,  operating  profits  from  cur- 
rent production  fell  $9.5  billion,  to  $285.7  billion. 

Operating  earnings,  a  key 
measure  because  it  is  closely  re- 
lated to  a  company's  cash  flow, 
have  fallen  for  four  consecutive 
quarters,  and  they  are  down 
16%  from  the  fourth  quarter  of 
1988 — the  largest  yearly  decline 
since  the  1982  recession.  This 
poor  performance  is  unusual  be- 
cause it  occurred  while  the 
economy  was  growing  at  a  re- 
spectable 2.6%  clip. 
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AS  PROFITS  FALL 
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The  problem:  Falling  profits  are  not  just  the  result  of 
weak  demand.  Since  costs  have  been  rising  faster  than 
prices,  margins  are  shrinking.  Operating  profits  as  a 
percentage  of  corporate  output  fell  to  7.2%'  in  the  fourth 
quarter — a  level  only  plumbed  in  past  recessions. 

One  of  the  fastest-rising  costs  is  debt  service — the 
result  of  the  credit  explosion  in  the  1980s.  In  the  fourth 
quarter,  interest  payments  of  nonfinancial  corporations 
exceeded  aftertax  profits  by  $40.2  billion  (chart).  And 
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interest  expense  soaked  up  a  record  25.7%  of  cash  flow. 

Rising  labor  costs,  without  much  in  the  way  of  offset- 
ting productivity  gains,  are  the  most  visible  squeeze  on 
margins.  Unit  labor  costs  in  the  nonfarm  economy 
jumped  4.9%  last  year,  while  prices  rose  only  about  3.5%. 

Profit  margins  in  manufacturing  have  held  up  better 
than  in  services,  because  factories  have  scored  enough 
producti\nt\"  gains  to  hold  growth  in  unit  labor  costs 
under  the  pace  of  prices.  But  in  nonmanufacturing — 
mostly  services — unit  labor  costs  grew  5.8%  last  year, 
outstripping  the  4.6%  pace  of  prices. 

Since  labor  markets  in  services  remain  tight,  pressure 
on  profit  margins  in  services  is  likely  to  continue  this 
year.  Industries  where  demand  is  strong,  such  as  health 
care,  will  cope  by  raising  prices.  But  where  demand  is 
weak,  such  as  in  retail  trade  and  finance,  companies  will 
cut  costs  by  shedding  workers. 

I ORDER  Although  profit  margins  in  manufactur- 

BOOKS  ARE  ing  are  holding  their  own,  the  level  of 
GETTING  factory  earnings  is  still  suffering  from 
DUSTY  ^j^g  depressing  effect  of  weak  demand. 

Februan,''s  3.3%  rise  in  new  durable-goods  orders  wasn't 
nearly  enough  to  offset  the  plunge  posted  in  Janu- 
ary'. Bookings  for  transportation  equipment  caused  much 
of  the  swing.  Excluding  that  industry,  orders  were  up 
just  1%,  after  falling  3^^  in  January. 

Monthly  order  data  tend  to  be  volatile  because  single 
items  such  as  airplanes  or  ships  can-y  such  large  price 
tags.  But  demand  for  durable  goods  is  clearly  slipping 
(chart),  indicating  that  factor}'  payrolls  and  production 
schedules  are  likely  to  remain  weak  in  coming  months. 

The  backlog  of  hardgoods  orders  still  looks  healthy: 
It's  8.2%  above  its  year-ago  level.  But  the  booming  air- 
craft industrv'  accounts  for  all  of  the  growth.  Exclude 
transportation  equipment,  and  unfilled  orders  are  shrink- 
ing. They  slid  0.3%  in  January  and  0.6%  in  Februar\%  and 
are  now  3.1%  below  their  pace  in  Februan\  1989. 


SLACK  DEMAND 
FOR  DURABLE  GOOD 
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The  auto  industrv-  is  in  a  morass.  New  orders  for  ca 
rebounded  in  Februarv-  after  dropping  in  Januan.-.  B 
dealer  ordering  likely  fell  again  in  March  because  ■ 
weak  sales.  For  the  first  20  days  in  March,  new  domes 
cally  made  cars  sold  at  a  6.3  million  annual  rate,  dow| 
from  a  6.8  million  pace  in  Februarv'  and  a  7.5  million  c 
in  Januan,'. 

The  March  sales  numbers  are  disturbing  because  au' 
makers  were  tr\ing  to  boost  sales  with  rebates  and  c 
rate  financing,  even  though  these  have  become  a  signi 
cant  drain  on  profits.  But  buyers  aren't  responding 
incentives  as  readily  as  they  once  did. 

Other  durable-goods  manu- 
facturers had  a  better  first 
quarter  than  Detroit.  Shipments 
of  capital  goods  in  the  first  two 
months  of  the  year  were  run- 
ning at  an  18.9%  annual  rate 
above  the  fourth  quarter.  That 
indicates  that  investment  in  pro- 
ducers' durable  equipment  add- 
ed strongly  to  GXP  growth  in 
the  first  quarter. 

But  the  slowing  economy  and 
faltering  profits  may  be  forcing  companies  to  cut  th 
capital  budgets.  New  orders  for  capital  goods  fell  5.7%= 
Februaiy.  following  a  13.7%  plunge  in  January-.  Aire: 
and  nonelectrical  machinery  led  the  drop  in  February- 
Manufacturers  seem  particularly  skittish  about  inve; 
ing  in  new  equipment.  In  Februarv',  orders  for  mach 
tools  declined  31%  from  their  year-ago  levels.  The  decli: 
was  all  domestic.  Foreign  orders  for  U.  S.  machine  toi 
rose  11.3%  from  a  year  earlier. 

With  manufacturing  hostage  to  sluggish  demand,  f; 
tor\'  profits  seem  likely  to  decline  further  in  1990 
many  service  companies  face  continued  pressure  on  m 
gins.  Under  those  conditions,  a  credit  crunch  could 
the  straw  that  breaks  the  expansion's  back. 
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CONSTRUCTION  SPENDING 


Monday,  Apr.  2,  10  a.ni. 
Construction  spending  probably  rose  a 
further  strong  ¥"<  in  Februan.".  after  a 
robust  1.8%  gain  in  January.  The  first 
quarter's  strong  showing  in  the  building 
sector  so  far  is  a  result  of  unusually 
warm  weather,  not  underlying  strength 
in  housing  or  nonresidential  building  de- 
mand. Construction  activity  should  slip 
in  the  second  quarter. 


NAPM  SURVEY 


Monday.  Apr.  2,  10  a.m. 
Most  economists  expect  the  business  ac- 
tivity inde.x  compiled  by  the  National  As- 
sociation of  Purchasing  Management  to 
slip  lower  for  March,  probably  to  about 


46'"<^  from  Februarv''s  48.3^^.  The  expect- 
ed poor  showing  of  the  index  would  indi- 
cate that  the  manufacturing  sector  con- 
tinued to  decline  throughout  the  first 
quarter. 

LEADING  INDICATORS  

Tuesday.  Apr.  S,  8:30  a.m. 
The  consensus  is  that  the  composite  in- 
dex of  leading  indicators  fell  by  about 
0.6%  in  Februarv',  after  no  change  in 
January.  Declining  building  permits, 
lower  stock  prices,  and  a  fall  in  consum- 
er expectations  should  lead  the  drop. 

EMPLOYMENT  

Friday.  Apr.  6.  8:30  a.m. 

Nonfarm  payrolls  probably  increased  by 

about  275,000  in  March,  following  a 


372,000  gain  in  February.  As  ha 
in  Januarv"  and  Februarv",  the  wa 
weather  in  early  March  boosted  ci 
struction  employment.  But  that  sec 
should  pare  jobs  later  on.  Newly  hin 
census  workers  will  add  to  govemme: 
totals.  The  March  jobless  rate  should  1 
little  changed  from  Februarv^'s  5.3%. 

INSTALLMENT  CREDIT 


Friday.  Apr.  6 
Consumers  likely  added  about  $3  billi( 
to  their  debt  in  Februarv'.  Althou^ 
weak  car  sales  suggest  that  auto  loai 
grew  at  a  slow  rate,  gains  in  nonau 
retail  sales  and  personal  loans  at  cor 
mercial  banks  indicate  that  other  bo 
rowings  increased.  In  Januarv',  insta 
ment  credit  rose  by  $3.5  billion. 
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When  You  Can't 
Put  Gratitude  Into  Words, 
Put  It  Into  a  Box. 


Tiffany's  Corporate  Division  has  an  innate 
advantage  in  developing  your  incentive  and  service 
recognition  programs.  Because  nestled  inside  every  Tiffany 
blue  box  is  a  gift  of  exquisite  craftsmanship  and  exclusive 
design.  A  gift  from  Tiffany  &  Co.  works  harder  at  motivating 
and  rewarding  dedicated  employees  for  many  of  the  world's 
most  prestigious  companies. 

You  can  rely  on  Tiffany's  Account  Managers  to 
create  a  unique  program  to  match  your  company's  specific 
needs  and  budget.  We  will  also  implement  and  maintain  the 
program  in  partnership  with  you  to  ensure  its  maximum 
efficiency. 

You  may  choose  from  our  selection  of  classic  Tiffany 
merchandise  including  our  new  collection  of  corporate  jewelry. 
If  you  wish,  we  can  personalize  items  with  your  company  logo. 
Whether  you're  celebrating  a  sales  achievement  or  applauding 
a  lifetime  of  service,  put  the  Tiffany  advantage  to  work  for  your 
company.  To  order  a  corporate  catalogue,  open  an  account,  or 
place  an  order,  call  The  Corporate  Division  at  1-800-423-2394. 


TiFFANY&CO. 

NEW  YORK  BEVERLY  HILLS  CHICAGcl  DALLAS  Hc^L'STON  PHILALYELI'HIA 
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BAIL, 

BAIL 
BLUB 


BLUB 


THE  S&L  PLAN  IS  SINKING 


Wiien  Elisabeth  Spector  glances 
outside  her  office  window,  she 
sees  a  nearly  demolished 
building  a  few  feet  away,  its  wiring  ex- 
posed and  doors  swinging  open  into 
rooms  without  walls.  It's  an  apt  view  for 
the  finance  du-ector  of  the  Resolution 
Trust  Corp..  the  government  agency 
that  is  supposed  to  sell  thrift  assets 
worth  billions  seized  by  regulators.  For 
with  each  passing  day.  it"s  becoming 
painfully  clear  that  the  thrift  industiy 
and  the  government's  attempt  to  rescue 
it  are  crumbling,  too.  And  that,  concedes 
Spector.  has  the  RTC  "taking  a  totally 
fresh  look  at  the  problem  overall." 

The  latest  alarm  sounded  on  Mar.  26. 
when  the  Office  of  Thrift  Supervision 
announced  that  the  industry  lost  a  rec- 
ord S19.2  billion  last  year  (chart I.  Only 
five  days  earlier,  a  federal  judge  threw 
the  thrift  bailout  into  disarray  by  ruling 
that  OTS  chiefs  were  improperly  appoint- 
ed. Plans  to  shutter  sick  thrifts  were  put 
on  hold  until  the  confirmation — expected 
soon — of  T.  Timothy  Ryan  Jr..  a  former 
Labor  Dept.  lawyer.  But  the  legal  snafu 
is  just  the  latest  problem  confounding 
the  bailout. 

Indeed,  the  political 
triumph  of  last  August, 
in  which  Congress  and 
the  President  agreed  to 
pump  SIBT  billion  into 
an  .S&L  industry  clean- 
up, is  fast  becoming  a 
financial  Vietnam — a 
longer,  more  costly,  and 
more  agonizing  quag- 
mire than  anyone  had 
imagined.  'T  am  hard- 
pressed  to  see  where 
we  are  going."  says  a 
worried  Kenneth  H. 
Thorn,  president  of 
Houston's  United  Sav- 


S&LS:  THE  NUMBERS 
JUST  GET  WORSE 
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as  FSB.  "There  doesn't 
seem  to  be  an  end." 

It  may  be  time  to  bail 
out  the  bailout.  But 
Congress  and  the  White 
House  are  loath  to  ac- 
knowledge in  an  elec- 
tion year  that  the  mas- 
sive sums  they  agreed 
to  pour  into  the  cleanup 
are  inadequate.  Instead, 
they're  praying  the  ex- 
isting plan  will  work  af- 
ter the  initial  kinks  are 
straightened  out.  "We 
might  be  better  off  try- 
ing to  make  the  system 
responsive  under  the 
current  rules."  says  a 
senior  Administration 
official. 

Such  a  strategy-  is 
fraught  with  peril,  how-  i 
ever.  Thrifts  under  the  government's 
control  have  lost  nearly  S40  million  a  day 
since  Januaiy,  1989.  This  will  significant- 
ly raise  the  cost  of  the  bailout.  More 
over,  senior  Treasuiy  Dept.  officials  are 
privately  worried  that  the  industry's 

 ■  problems,  which  have 

festered  for  years, 
could  worsen  on  their 
watch.  Republicans  on 
Capitol  Hill  share  that 
concern.  "It  may  not  be 
red-alert  time,  but  it's 
caution  time."  says  Sen- 
ate Minority  Leader 
Robert  Dole  (R-Kan.). 
"This  thing  can  be  an 
albatross  in  1992." 

For  now.  the  task  of 
rescuing  the  S&Ls  is 
falling  to  the  regula- 
tor, led  by  L.  William 
Seidman.  chaii-man  of 
the  RTC  and  the  Federal 


Deposit  Insurance  Corp.  The  RTC  u 
mately  will  bring  600  insolvent  thri 
and  S300  billion  in  assets  under  its  wi: 
But  so  far.  the  RTC  has  found  buyers 
only  50  thrifts  and  some  S30  billion 
assets.  And  those  were  the  best  insti 
tions  and  most  marketable  securities 
DELICATE  PATH.  Seidman  is  tn,-ing 
hasten  the  cleanup.  But  he  must  waU 
fine  line.  Congress  is  still  smarting  o 
revelations  of  members'  ha\ing  coz 
up  to  the  thrift  industry,  and  lawmak 
don't  want  to  look  lenient.  To  avoid  ci 
cism  from  Capitol  Hill.  Seidman  m' 
move  faster  without  appearing  to  of 
buyers  sweet  deals.  On  Mar.  21.  he  t( 
the  fu-st  steps  down  this  delicate  path 
announcing  plans  to  accelerate  dealm 
ing  by  the  RTC.  which  has  grown  lar} 
than  Citibank  in  less  than  a  year.  1 
RTC  chief  set  the  ambitious  goal  of  s 
ing  or  closing  140  thrifts  and  auctiori; 
off  S200  million  in  real  estate  by  the  i 
of  the  summer. 
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'^^^^S^M^-i- •  MEET  UNCLE  SAM, 

THRIFT  OWNER 

THRIFT  ASSETS  UNDER  RTC 
MANAGEMENT 

BILLIONS  OF  DOLLARS 


MORTGAGES 


$76.3 


WHEN  THE  U.S.  TRIED  TO 
SELL  SEIZED  S&LS: 


►  7,668  parties  showed 
interest  in  bidding 

►  2,429  attended 
bidders'  briefings 

►  259  actually  inspected 
S&Ls  on  the  block 

►  192  finally  bid 

DATA:  RESOLUTION  TRUST  CORP. 


Inloadiiig  all  of  that  will  require  ma- 
changes  in  the  way  the  RTC  does 
;iness.  Under  a  new  money-back 
irantee,  the  RTC  has  agreed  to  allow 
'ers  one  year  to  return  assets  they 
ide  they  don't  want  to  the  govern- 
it.  Another  possibility  is  to  offer  at- 
;tive  discounts  on  bad  loans  and  trou- 
1  real  estate,  according  to  Executive 
ector  David  C.  Cooke.  And  the  agen- 
is  reducing  the  required  downpay- 
it  to  qualify  for  government  financ- 
to  15%  from  257o.  "We  have  to  keep 
nging  our  strategies  and  efforts  to 
i  the  best  way  to  sell,"  Seidman  says, 
retting  rid  of  the  RTC's  vast  inventory 
iunk  bonds  is  another  challenge.  The 
;  now  holds  nearly  $4  billion  in  high- 
d  bonds  and  expects  that  number  to 
ible  as  more  thrifts  are  shut.  RTC  Fi- 
ice  Director  Spector  wants  to  set  up  a 
tral  sales  desk  in  Washington  to 
ir  deals  quickly.  Until  now,  securities 
*e  sold  locally,  but  only  after  the  nec- 


essary bureaucratic  approvals.  That  took 
days  and  often  meant  a  lower  price. 
Now,  says  Spector,  who  came  to  the  RTC 
from  Merrill  Lynch  &  Co.,  "we  can  act 
like  a  conventional  seller." 
'THE  ECHO.'  All  of  these  initiatives  may 
sputter,  though,  if  buyers  don't  show 
up.  Many  of  the  junk  bonds  are  unrated, 
so  investors  may  be  unwilling  to  pur- 
chase them  except  at  rock-bottom  prices. 
Sales  of  sick  thrifts  may  also  prove  diffi- 
cult (table).  "When  we  go  out  to  kick  the 
tires,  we  don't  like  the  sound  of  the  echo 
we  hear  back,"  says  George  A.  Snelling, 
executive  vice-president  of  SunTrust 
Banks  Inc.,  an  Atlanta-based  bank  hold- 
ing company  that  has  been  actively 
searching  for  thrift  acquisitions. 

The  bailout  legislation  itself  is  partly 
to  blame  for  the  dearth  of  interest. 
Higher  capital  standards  and  rules  re- 
quiring S&LS  to  put  70%  of  their  assets 
in  low-yielding  home  loans  mean  that 
returns  on  equity  will  be  puny.  What's 


more,  the  quality  of  as- 
sets such  as  138,000  lay- 
ing hens,  6.5  million 
s&H  Green  stamps,  and 
nearly  $16  billion  in  real 
estate  make  potential 
buyers  skittish.  "They 
call  them  assets,"  says 
Salomon  Brothers  Inc. 
investment  banker  Ge- 
rard Smith,  referring  to 
the  RTC's  assortment  of 
real  estate.  "I  call  them 
liabilities." 

Industry  experts  say 
that  to  make  any  pro- 
gress, the  RTC  will  have 
to  ease  substantially 
the  restrictions  built 
into  the  rescue  law.  The 
statute  was  deliberately 
designed  to  avoid  repe- 
tition of  what  some  crit- 
ics considered  give- 
aways in  1988 — guar- 
antees against  losses 
and  protection  against 
interest-rate  swings.  In- 
vestors are  willing  to 
wait  it  out  until  the  gov- 
ernment changes  the 
rules. 

The  easier  terms 
Seidman  is  mulling  sug- 
gest that  that's  already 
starting  to  happen.  An- 
other sign:  the  decision 
to  sell  San  Antonio  Sav- 
ings Assn.  for  $10.1  mil- 
lion to  Ronald  0.  Perel- 
man,  who  won  almost 
$1  billion  in  tax  breaks 
on  his  1988  purchase  of 
Dallas-based  First  Gi- 
braltar Bank  FSB.  The  RTC  also  is  consid- 
ering pumping  money  into  technically  in- 
solvent thrifts  that  it  thinks  may 
survive.  Such  assistance  in  the  past  of- 
ten meant  throwing  good  money  after 
bad,  but  the  RTC  feels  it  has  little  choice. 
"I  think  we're  already  seeing  the  pendu- 
lum beginning  to  swing  back,"  says 
Thomas  J.  Kelley,  a  partner  in  the  Irvine 
(Calif.)  office  of  Arthur  Andersen  &  Co. 

Will  the  policies  of  the  past  be  the 
rescue's  salvation?  That  depends  on 
whether  investors  find  deals  lucrative 
enough.  What  is  clear  is  that  the  thrift 
industry  will  continue  to  hemorrhage 
red  ink  and  that  taxpayers  will  continue 
to  pick  up  the  tab  until  the  property  is 
unloaded.  With  investors  biding  their 
time,  the  government  has  only  two 
choices:  Pay  now  or  pay  later. 

By  Catherine  Yang  in  Washington,  with 
Chuck  Hawkins  in  Atlanta,  John  Meehan 
in  New  York,  Deborah  Foivler  in  Houston, 
and  bureau  reports 
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PRYING  A  FEW  BRICKS 

OUT  OF  TOKYO'S  TRADE  WALL 


Stepped-up  pressure  has  yielded  significant  breaks,  but  it's  slow  going 


It  was  hardly  your  stylized  Japanese 
tea  ceremony.  At  a  recent  dinner  in 
Palm  Springs,  Calif.,  Japanese  Prime 
Minister  Toshiki  Kaifu  found  himself 
sandwiched  between  President  Bush  and 
U.  S.  Trade  Representative  Carla  A. 
Hills.  Instead  of  the  usual  diplomatic 
small  talk,  the  Japanese  leader  was  bar- 
raged  by  demands  to  speed  trade  liberal- 
ization— or  face  U.  S.  retaliation.  After 
the  summit.  Bush  crowed:  "The  taxpay- 
ers really  got  their  money's  worth." 

Overstatement?  Sure.  But  the  Presi- 
dent has  a  point.  Feeling  heat  from 
Washington,  the  Kaifu  government  is 
beginning  to  cough  up  small  but  poten- 
tially significant  concessions. 
FULL-COURT  PRESS.  Washington's  shift 
in  style  may  have  put  the  Japanese  off 
balance.  While  the  Reagan  Administi'a- 
tion  was  i-eluctant  to  apply  concerted 
pressure  on  Japan,  the  Bush  team  is 
I'unning  a  full-court  press.  In  recent 
weeks,  Tokyo  relented  in  the  key  areas 
of  supercomputers  and  finished  wood 
products.  Up  against  an  April  deadline 
for  a  progress  report  to  Congress,  Japa- 
nese negotiators  are  showing  willing- 
ness to  remove  structural  barriers  to 
U.  S.  goods  and  services.  And  a  new  Jap- 
anese initiative  may  get  stalled  talks 
over  satellite  exports  rolling  again.  But 
ultimately,  the  results  will  depend  on  the 
Administration's  stamina. 

The  first  breakthrough  came  on  Mar. 
23  when  Japan  agreed  to  eliminate  some 
barriers  to  government  purchases  of 
U.  S.  supercomputers.  Cray  Research 


Inc.  and  other  U.  S.  makers  of  the  ultra- 
fast  machines  were  particularly  irked  by 
Japanese  computer  makers'  unsubstanti- 
ated claims  of  superior  performance. 

Under  new  rules,  both  Japanese  com- 
panies and  would-be  U.  S.  exporters 
must  test  their  claims  against  standard 
benchmarks.  The  Japanese  also  agreed 
to  discourage  deep  discounting — up  to 
807'  off  posted  prices — by  domestic  com- 
puter manufacturers  willing  to  take 
losses  to  seize  market  share.  "We  feel 
rather  encouraged  by  it,"  says  Cray 
spokesman  Dennis  McGrath.  "But  the 
real  test  is  going  to  be  when  we  see  this 
resolution  translated  into  sales  and  mar- 
ket-share increases." 

The  Administration  has  made  it  hard 
for  Japanese  officials  to  ignore  its  com- 
plaints. Commerce  Secretary  Robert  A. 
Mosbacher  took  the  U.  S.  case  to  Tokyo. 
In  March,  following  the  hastily  called 
Kaifu  summit,  the  ruling  Liberal  Demo- 
cratic Party's  principal  power  broker, 
former  Prime  Minister  Noboru  Take- 
shita,  visited  Washington  and  got  an 
earful  from  Bush,  Treasury  Secretary 
Nicholas  F.  Brady,  Secretary  of  State 
James  A.  Baker  III,  Mosbacher,  and 
Hills.  So  familiar  was  Takeshita  with  the 
litany  that  he  interrupted  Hills's  lecture 
on  the  need  for  a  "downpayment"  on 
trade.  "Yes,  I  know,"  he  said.  "A  down- 
payment  on  a  blueprint"  for  change. 

The  Kaifu  government  responded  by 
taking  control  of  the  so-called  Super  301 
talks  on  supercomputers,  wood,  and  sat- 
ellites away  from  hard-nosed  bureau- 


m 


crats  and  asking  a  Japanese  Cabinet-lej|[  ■ 
el  council  to  resolve  the  disputes. 

Still,  Washington — and  U.S.  indu 
try — remain  skeptical.  Neither  the  Jap 
nese  government  nor  its  affiliated 
search  institutions  have  purchased 
single  U.  S.-made  machine  since  signir 
an  agreement  in  1987.  "We  have  a  hist 
ry  of  U.  S.  officials  being  satisfied  wii 
too  little,  too  late,"  says  John  Stern, 
Tokyo-based  vice-president  of  the  Ame 
can  Electronics  Assn. 

The  trick,  U.  S.  officials  now  say,  is 
applying  follow-through  to  the  initi| 
concessions — a  step  that  the  Reag; 
White  House  often  neglected.  0th 
wise,  says  one  top  U.  S.  trade  offici 
"in  the  next  episode,  the  Japanese  ma' 
a  few  concessions.  Then  the  old  tra^ 
hands  [at  the  State,  Treasury,  and 
fense  Depts.]  come  out  and  say: 
need  to  show  some  appreciation,  so  let 
not  push  them  too  far.'  " 
SHAKY  HOLD.  Right  now,  Bush  is  in 
gooii  position  to  press  his  advantag 
Kaifu  is  seeking  U.  S.  help  in  fightir 
the  rapid  depreciation  of  the  yen.  Kai 
would  also  like  a  quiet  summer,  free 
noisy  disputes  with  the  U.  S.,  to  conso 
date  his  shaky  hold  on  the  LDP. 

To  placate  both  Capitol  Hill  and  U 
industry,  the  President  will  need  fir 
commitments  from  Tokyo.  The  Japane: 
must  agree  to  buy  a  U.  S.  satellite  ai 
stop  spurning  U.  S.  finished  wood  pro 
ucts  in  favor  of  raw  logs.  To  satis 
U.  S.  demands  on  structural  reforms,  Tj^'i'Si 
kyo  has  to  enfoi'ce  antitrust  laws,  rai 
public-works  spending,  and  stop  alio 
ing  mom-and-pop  stores  to  block  larj 
chain  stores  tliat  carry  U.  S.  imports 

There  is  still  a  lot  of  ground  to  cov 
before  an  agreement  can  be  reachi 
that  will  please  Congress.  But  now  th 
the  Administration  has  raised  the  ani 
it  doesn't  have  much  room  to  back  dow 

By  Paul  Magnusson  in  Washington  m 
Robert  Neff  in  Tokyo 
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ATEGIESI 


r&T  CRASHES 

HE  CREDIT-CARD  PARTY 


th  a  huge  consumer  base  and  sweet  extras,  Universal  could  romp 


f  AT&T  were  a  movie,  its  new  Univer- 
sal credit  card  might  be  up  for  an 
Oscar  for  Best  Plastic  in  a  Support- 
Role.  Universal  debuted  in  television 
;  during  the  Mar.  26  Academy 
ards  show,  immediately  furrowing 
brows  of  such  big  credit-card  issuers 
Citibank.  Would  the  phone  giant 
itch  away  millions  of  customers? 
iT  hopes  to  do  just  that,  but  it  mostly 
tits  the  card  to  strengthen  its  relation- 
p  with  nonbusiness  long-distance  call- 
,  who  last  year  accounted  for  roughly 
billion  in  gross  revenues, 
i^merican  Telephone  &  Telegraph  Co. 
;ired  of  seeing  its  customers  blithely 
ect  to  long-distance  rivals  MCI  Com- 
nications  Corp.  and  U.  S.  Sprint  Com- 
nications  Co.  So,  to  get  closer  to  its 
nts,  AT&T  is  aiming  to  become  even 
re  involved  in  their  daily  lives.  While 


a  giant  like  AT&T  doesn't  get  into  a  busi- 
ness intending  to  lose  money.  AT&T 
won't  say  how  much  it  has  sunk  into  the 
Universal  card  so  far,  but  it  hopes  to 
turn  a  profit  in  two  to  five  years,  sug- 
gests Paul  Kahn,  whom  AT&T  hired 
away  from  First  Chicago  Corp.  to  head 
AT&T  Universal  Card  Services  Corp.  Not- 
ing that  existing  big-card  issuers  have 
from  2  million  to  more  than  25  million 
accounts,  he  says:  "We  expect  to  be 
within  that  range  and  hopefully  on  the 
high  end." 

To  start  fast,  AT&T  is  offering  to 
waive  permanently  the  traditional  annu- 
al fee  for  customers  who  sign  up  in  1990 
and  use  the  card  for  a  purchase  at  least 
once  a  year.  Other  selling  points:  a  10% 
discount  on  calls  made  with  the  card  and 
such  premium-card  features  as  90-day 
insurance  coverage  for  retail  purchases. 


VERSAL'S  KAHN:  DISCOUNTS  ON  CALLS,  90-DAY  INSURANCE  ON  PURCHASES,  AND  NO  ANNUAL 


vill  be  possible  to  charge,  say,  a  res- 
irant  bill  on  a  Universal  card  without 
0  using  AT&T  long-distance  service, 
&T  is  hoping  customers  will  prefer  to 
y  on  a  single  company  for  both.  "If 
&T  can  reduce  customer  churn,  and 
Tefore  the  cost  of  customer  reten- 
ti,"  says  First  Boston  Corp.  analyst 
ink  J.  Governali,  "then  the  card 
■ves  multiple  purposes." 
Supporting  role  notwithstanding,  even 


It  comes  in  MasterCard  and  Visa  ver- 
sions, with  a  variable  rate  starting  at 
18.9%,  a  mite  below  average.  The  actual 
card  issuer,  in  a  joint  venture  with  AT&T, 
is  Universal  Bank,  a  new  unit  of  Syno- 
vus  Financial  Corp.  in  Columbus,  Ga. 

For  the  most  part,  those  in  the  credit- 
card  industry  give  AT&T  a  good  chance 
for  success.  Here's  why:  The  company 
has  a  well-known  name,  a  huge  base  of 
consumers — 70  million  households — and 


knows  how  to  market  to  the  general 
public.  "They  could  be  a  very  credible 
competitor,"  says  a  Citibank  spokesman. 

John  F.  Love,  publisher  of  Chicago- 
based  Credit  Card  News,  thinks  AT&T's 
entry  will  challenge  banks  to  match 
their  incentives.  "They  can't  send  out  a 
marketing  salvo  like  that  without  some 
response,"  he  says.  If  so,  profit  margins 
could  get  pinched  across  the  board.  Citi- 
bank is  AT&T's  leading  target,  with  27 
million  cards  in  customers'  wallets  and  a 
profit  from  its  credit-card  business  that 
Oppenheimer  &  Co.  analyst  Cheryl 
Swaim  estimates  at  $500  million  a  year. 
American  Express  Co.  claims  its  card 
isn't  threatened,  since  it  appeals  to  a 
more  upscale  clientele.  The  biggest  los- 
ers could  be  regional  banks  with  portfo- 
lios ranging  from  $500  million  to  $2  bil- 
lion. Their  card  operations  are  too  small 
to  afford  the  kinds  of  incentives  that 
AT&T  and  Citibank  will  offer. 
HEAVY  HAND.  Universal,  three  years  in 
gestation,  isn't  the  only  new  player. 
Sprint  introduced  a  Visa  card  last  No- 
vember through  Boston's  State  Street 
Bank  &  Trust  Co.  But  AT&T  is  promoting 
its  Universal  card  much  more  heavily 
and  starts  from  a  bigger  base.  MCI,  the 
second-largest  long-distance  company  af- 
ter AT&T,  doesn't  have  its  own 
credit  card,  but  it's  in  the  pilot 
phase  of  a  program  that  makes 
existing  Visa  cards  double  as  MCI 
calling  cards. 

While  a  profit  on  the  card  oper- 
ations would  be  nice,  the  big  pay- 
off that  AT&T  is  counting  on  is 
closer  ties  with  its  prime  custom- 
ers. Since  the  Bell  breakup,  local 
telephone  companies  have  been 
handling  AT&T's  billing.  That  put 
a  layer  of  insulation  between  the 
company  and  its  customers.  But 
now,  an  AT&T  bill  will  be  mailed 
directly  to  Universal  card  custom- 
ers, affording  lots  of  chances  to 
stuff  in  promos  and  informational 
l»rochures.  The  AT&T  bill  for  call- 
ing from  home  will  still  piggyback 
on  the  local  phone  bill  for  now. 

A  separate  relationship  could 
give  AT&T  a  way  to  hang  on  to 
customers  without  lowering  rates. 
Each  penny  cut  from  its  per-min- 
ute  rate  costs  $1  billion  in  reve- 
nue. "The  last  thing  these  compa- 
nies want  to  do  is  compete  on 


price  alone,"  says  First  Boston  analyst 
Governali.  "This  is  another  indication 
that  the  long-distance  business  is  becom- 
ing a  marketing-oriented  business." 

If  the  Universal  card  helps  AT&T  re- 
tain customers  without  cutting  rates,  the 
critics  will  rave.  And  if  it  makes  a 
healthy  profit  to  boot,  it'll  really  be  an 
Oscar-winning  performance. 

By  Peter  Coy  and  John  Meehan  in  Neiv 
York,  with  Mark  Lewyn  in  Washington 
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COMPUTERS  I 


'THE  JAPANESE  THREAT  IN 
MAINFRAMES  HAS  FINALLY  ARRIVED' 


Hitachi's  HDS  has  a  faster  machine  that  will  challenge  IBM  and  Amdalil 


MOORE:  HDS'  NEWCOMER  WON'T  BE  READY  TILL  YEAREND— AND  RIVALS  AREN'T  SITTING  STILL 


A year  ago,  National  Advanced 
Systems  looked  like  just  another 
failed  attempt  to  take  on  IBM  in 
mainframe  computers.  Under  the  owner- 
ship of  National  Semiconductor  Corp., 
struggling  itself,  XAS  languished.  Then, 
as  National  tried  to  peddle  N.-^S,  IB.M  and 
No.  2  Amdahl  Corp.  introduced  ever 
more  powerful  machines.  NAS's  share  of 
the  $14  billion  worldwide  market  for  big 
IBM-compatible  mainframes  fell  from  an 
already  paltry  3/'  to  2r/(  (chart). 

Suddenly,  NAS  is  looking  like  a  player 
again.  This  spring,  it's  likely  to  introduce 
new  machines  that  can  crunch  data  fast- 
er than  anything  IBM  or  Amdahl  has  yet. 
It's  the  first  tangible  result  of  National's 
sale  of  XAS  last  May — 80?'  to  Japan's 
Hitachi  Ltd.  and  20'^  to  General  Motors 
Corp.'s  Electronic  Data  Systems  Corp. 
(EDS).  The  newly  christened  Hitachi  Data 
Sys  tems  IHDS)  has  big  plans.  Says  ana- 
lyst Brian  Jefferv'  of  Los  Altos  (Calif.) 
market  researcher  International  Tech- 
nology Group:  "The  Japanese  threat  in 
mainframes  has  finally  arrived." 
BIG  GUN.  Of  course,  the  threat  has  been 
lurking  for  a  long  time.  And  even  the 
moves  being  planned  by  Hitachi,  based 
in  Santa  Clara,  Calif.,  don't  guarantee 
success.  Amdahl,  4o''<:-owned  by  Fujitsu 
Ltd.  since  1984,  already  sells  computers 
that  outperform  IBM's  biggest.  And  NAS 
was  selling  modified  Hitachi  machines. 


But  Hitachi's  new  products  strike  at 
the  very  heart  of  IBM's  franchise.  IBM  is 
at  work  on  products  to  head  off  Hitachi, 
but  its  big  gun,  the  mainframe  it  calls 
Summit,  won't  be  ready  until  late  1991. 
Meanwhile,  still  smarting  from  the 
comeuppance  it  received  in  1988  from 
Amdahl's  speedier  machines,  IBM  may 
again  lose  face. 

Credit  that  partly  to  Hitachi  Ltd.'s 
pouring  more  of  its  $3  billion  research 
budget  into  computer  development. 
Moreover,  HDS  Chief  Executive  Gary  B. 
Moore,  formerly  at  EDS,  has  spent  the 
past  year  rebuilding  the  administrative 
side,  including  hiring  24-year  IBM  veter- 
an James  W.  Balassone  to  beef  up  mar- 
keting. Balassone  created  a  new  group 
to  push  midrange  systems,  quadrupled 
the  staff  seeking  new  customers,  and 
began  focusing  on  such  industries  as 
mechanical  design. 

So  far,  results  look  im- 
pressive: HDS  has  signed 
up  at  least  150  new  cus- 
tomers. Moore  won't  say 
how  profitable  HDS  is,  but 
he  expects  sales  to  grow 
from  $870  million  in  the 
fiscal  year  ended  last 
May  to  $1  billion  in  the 
new  fiscal  year  ended 
Mar.  31.  That  doesn't 
count  Hitachi  Ltd.'s  over- 
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seas  sales  through  other  distributor 
Hitachi's  apparent  commitment  h 
made  all  the  difference  to  customers 
and  faster  than  expected,  says  Moore 
But  the  most  critical  ingredient  froi 
now  on  is  a  bigger,  better  machin 
"Some  accounts  won't  buy  my  produi 
because  it's  not  big  enough,"  saj 
Moore.  He  won't  talk  about  the  new  m; 
chine,  code-named  Andromeda  or  Sa^ 
Andreas — depending  on  who's  talkinfl 
But  analysts  say  that  by  using  new  ch 
technology,  the  top-of-the-line  model  w. 
run  140  million  instructions  per  secon  -^^^^ 
(MlPSi.  That's  at  least  20%  faster  tha  '•^■i-' 
IBM's  top  mainframe.  And  at  what  an;  -■■'^ 
lysts  predict  will  be  a  $12  million  pri( 
tag,  its  cost  per  mips  would  be  less  tha 
Summit's  is  expected  to  be 

Potential  customers  now  may  be  moil---'''^ 
ready  to  listen  to  Hitachi.  For  all  i1 
problems  selling  computers, 
such  as  James  C.  Franklin,  vice-pre 
dent  for  information  services  at  Crowlel'-^- 
Maritime  Corp.  in  San  Francisco,  sa 
that  Hitachi's  disk  drives  are  even  moit-i'f 
reliable  than  IBM's.  For  that  reason,  pi 
tential  customers  may  be  more  likely  t  ■  f«p 
take  a  look  at  its  computers.  Mooi 's 
boasts  he  can  maintain  a  growth  rate  c 
at  least  20%- — far  better  than  last  year  ^'■■i^'^i 
12%  growth  in  the  overall  market 
IN  THE  RACE.  Still,  while  Andromeda-Sa 
Andreas  at  least  puts  Hitachi  in  the  rac 
with  its  rivals,  one  fast  machine  isn 
nearly  enough.  It  won't  be  shipped  unt 
the  end  of  the  year,  and  rivals  aren; 
sitting  still.  Amdahl  marketing  chief 
Ted  Springstead  vows  the  Sunny^'alf':;n 
(Calif.)  company  will  keep  pace.  And  IB 
also  is  likely  to  take  steps  to  help  cuft^aie 
tomers  upgrade  easily.  That  could  sta|>:>over 
HDS's  drive  for  new  customers. 

So,  too,  could  the  slowing  growth  c 
the  mainframe  market,  to  an  expecte 
&/(  this  year.  Customers  have  little  tim  iiS^hic 
for  a  third  vendor.  "HDS  will  have  t  aiorce 
have  a  really  good  price  to  get  us  inte  'dii.  ? 
ested,"  says  Richard  L.  Kelly,  directf  ?  ! 
of  computer  operations  support  for  I  EStor 
West  Communications  Group,  an  An 
dahl  and  IBM  client. 

Hitachi's  intentions  clearly  don't  en 
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with  just  gaining  a  couple  of  percentagjcjiiliji 
points  in  the  mainframe  market.  Moor 
says:  "We'll  be  the  veh 
cle  for  bringing  other  H 
tachi  products  into  th 
U.  S.,"  which  is  an  amb 
tious  goal  for  a  compan 
that's  still  in  the  mail 
frame  cellar.  But  at  leas 
Hitachi's  vehicle  ha 
more  horsepower  th 
time  around. 

By  Robert  D.  Ho/in  Sm 
ta  Clara,  Calif.,  with  Joh 
W.  Verity  in  New  York 
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HE  LIABILITY  BATTLE: 

USINESS  BECOMES  A  ROAD  WARRIOR 


iving  had  no  luck  in  Congress,  companies  are  fighting  at  state  levels 


t's  a  familiar  complaint:  State  prod- 
uct liability  laws  vary  wildly.  In  a  bid 

to  make  order  out  of  legislative  cha- 

-and  gain  new  legal  advantages  for 

?lf — business  is  once  again  pressing 

igress  to  enact  a  uniform  federal 

tute.  By  fall,  the  at- 

ipt  will  almost  eer- 
ily have  failed. 

^his  time,  though, 

'porations  are  not 

iking  on  Washington 
relief.  They're  also 

hting  the  reform  bat- 
in  the  states.  Their 

get:  the  multimillion- 

lar  jury  verdicts  and 

litive  awards  that 

siness  claims  crip- 
companies,  halt 

v-product  marketing, 

I  threaten  American 

ripetitiveness. 

^he  latest  test  is  in 

rmsylvania,  where 

makers  are  getting 

earful  from  a  coali- 

1  of  giant  manufac- 

■ers.  In  pushing  a 

eeping  revision  of 

iduct  liability  laws, 

■porations  hope  to 

ilicate  business  vie- 


again  pleading  their  case  in  Congress. 
The  only  bill  to  reach  the  floor  of  either 
chamber,  in  1986,  was  defeated.  "De- 
spite all  the  time,  effort,  and  money 
they've  put  into  this,  it  isn't  any  further 
along  than  it's  ever  been,"  says  Alan 


ies  over  the  past  three  years  in  Ohio, 
w  Jersey,  and  Utah.  "We  can't  afford 
wait  and  see  whether  Congress  is  go- 
to do  anything,"  says  Michael  C. 
Laughlin,  president  of  a  business 
k  force  on  product  liability  in  Penn- 
vania,  where  the  House  has  set  an 
r.  3  vote  on  a  crucial  bill.  Other  at- 
ipts  to  revise  state  statutes  are  under 
y  in  Texas  and  New  York. 
,LlON-OOLLAR  MISTAKES.  Business  is 
11  armed.  Recent  studies  show  that 
iduct  liability  suits  are  on  the  rise — 
h  devastating  results,  companies  say. 
L986  federal  task  force  found  that  the 
Tiber  of  $1  million-plus  verdicts  rose 
o  from  1975  to  1986.  The  average 
ard  quadrupled  to  $1.8  million.  While 
ges  often  cut  these  awards  signifi- 
itly,  the  trend  is  clear. 
Phis  isn't  the  first  time  industry  has 
;  its  faith  in  the  states.  When  liability 
urance  was  scarce  in  the  mid-1970s, 
jiness  persuaded  a  White  House  task 
ce  to  draft  a  model  law  for  the  states, 
t  that  effort  came  to  nothing,  and  by 
!  early  1980s,  manufacturers  were 


Parker,  deputy  executive  director  of  the 
Association  of  Trial  Lawyers,  one  of 
business'  chief  opponents. 

State  legislatures  now  appear  more  re- 
ceptive to  industry's  pleas.  Since  1985, 
more  than  two  dozen  states  have 


scrapped  or  limited  joint  and  several  li- 
ability, which  allows  victorious  plaintiffs 
to  collect  from  more  than  one  defendant. 
And  many  states  limit  damage  awards. 

The  Pennsylvania  fight  is  typical.  To- 
bacco giants  Philip  Morris  Cos.  and  Ba- 
tus  Inc.  have  joined  the  drug  industry  to 
back  a  bill  that  would  put  a  15-year  limit 
on  lawsuits  and  allow  companies  to  de- 
fend themselves  by  arguing  that  their 
products  met  government  standards  in 
force  when  the  goods  were  made. 

Pennsylvania  businesses  figure  they 
have  grounds  for  complaint.  "We're  get- 
ting our  pockets  picked,"  says  Peter 
Hickock,  the  fifth-generation  owner  of  a 
Harrisburg  printing- 
machinery  maker.  "If 
someone  is  hurt,  the 
manufacturer  is  guil- 
ty regardless  of  the 
circumstances." 

The  opposition  con- 
sists of  a  powerful  alli- 
ance of  trial  lawyers, 
environmentalists,  con- 
sumer advocates,  and 
union  representatives 
who  argue  that  con- 
sumers need  legal  pro- 
tection from  makers  of 
unsafe  products.  But 
the  manufacturers, 
flush  with  lobbying 
funds  from  the  tobacco 
industry,  hold  the  edge. 

Even  as  legislatures 
wrestle  with  the  issue, 
courts  are  changing  the 
practical  application  of 
liability  law.  A  new 
study  of  cases  since  t^he 
mid-1980s  by  two  Cor- 


nell University  law  professors  found 
that  verdicts  increasingly  favor  defen- 
dants. That's  a  relief  for  business — but 
such  victories  aren't  likely  to  stop  its 
drive  for  friendlier  state  laws. 

By  Tim  Smart  in  Washington 


MONEY  MANAGERS! 


CAN  MAGELLAN'S  NEW  CAPTAIN 
KEEP  THE  FUND  ON 


Morris  Smith's  first  hurdle:  Competing  with  the  Peter  Lynch  legend 


I 


t's  the  end  of  an  era  at  Fidelity  In- 
vestments: On  May  31,  Peter  Lynch, 
the  legendary  manager  of  the  $13.1 
billion  Magellan  Fund,  will  turn  in  his 
Quotron  and  retire  from  the  mutual- 
fund  firm.  Lynch,  46,  notes  that  his  fa- 
ther died  at  46.  That  has  been  weighing 
on  his  mind,  as  have  the  maniacal  hours 
of  his  job.  "I  came  here  in  1969,  and  it 
wasn't  until  1982  that  I  came  in  on  Sat- 


urdays," he  says.  "The  last  18  months 
was  the  first  time  in  my  life  I  started 
working  Sunday  mornings."  Now,  he 
plans  to  spend  more  time  with  his  family 
and  pursue  nonprofit  activities. 

So  where  does  Lynch's  departure 
leave  the  fund's  more  than  1  million 
shareholders?  Lynch  says  he  will  stay 
involved  as  a  member  of  the  fund  com- 
pany's board.  But  day-to-day  manage- 
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ment  of  Magellan  will  be  turned  over  to 
Morris  J.  Smith,  the  33-year-old  manager 
of  the  $700  million  Fidelity  OTC  Fund. 

Smith,  who  earned  an  MBA  from  the 
University  of  Pennsylvania's  Wharton 
School  in  1982,  joined  Boston-based  Fi- 
delity the  same  year.  Ever  since,  he  has 
been  a  student  of  Lynch's  school  of  in- 
vesting. He  has  run  the  over-the-counter 
fund  since  1986  and  has  tried  to  mirror 
Magellan's  route.  "We  have  very  much 
the  same  philosophy  of  staying  in  touch 
with  companies,"  says  Smith,  who  fig- 
ures he  visited  managers  of  more  than 
1,000  companies  last  year.  He  hastens  to 
add  that  even  though  he's  the  guy  on 
the  hot  seat,  he  won't  be  without  help: 
Other  Fidelity  managers  will  contribute 
investment  ideas,  just  as  they  did  for 
Lynch  in  his  years  running  Magellan. 
JUGGERNAUT.  Still,  it's  one  tough  act  to 
follow.  "We're  starting  over,"  observes 
G.  Kenneth  Heebner,  a  rival  Boston 
money  runner  and  a  general  partner  at 
Capital  Growth  Management.  "Magel- 
lan's historical  growth  record  is  irrele- 
vant." And  what  a  record  that  is:  $1,000 
invested  in  Magellan  when  Lynch  took 
over  in  May,  1977,  would  have  grown  to 
about  $25,000  by  the  end  of  February. 
Smith's  record  is  hardly  as  stellar.  While 
the  OTC  fund's  total  return  is  29.327' 
since  he  took  charge,  compared  with 
5.02'>  for  the  laggard  universe  of  small 
stocks.  Smith  has  beaten  the  overall 
market  just  once. 

But  the  biggest  immediate  hurdle,  no 
doubt,  will  be  competing  with  Peter 
Lynch's  phenomenal  image.  Public 
speaking  and  last  year's  publication  of 
his  book,  One  Up  on  Wall  Street,  have 
drawn  many  unsophisticated  investors  to 
the  juggernaut.  But  these  investors  may 
not  continue  to  place  bets  on  a  Lynch- 
less  Magellan,  notes  Eric  Kobren,  pub- 
lisher of  Fidelity  Insight,  a  newsletter 
for  fund  shareholders. 

That  could  pose  a  problem  for  Fideli- 
ty. Even  though  Magellan  accounts  for 
only  12' V  of  the  company's  $112  billion  in 
assets  under  management,  it  represents 
more  than  a  third  of  its  $37.4  billion  in 
equity  holding.s — a  proportion  that  has 
been  growing  as  investors  switch  from 
stocks  to  money-market  funds.  Kobren 
thinks  redemptions  could  drain  as  much 
as  20''f  of  Magellan's  assets. 

Several  sources  indicate  that  the 
fund's  recent  cash  position  has  been  un- 
usually high,  nearing  $2  billion.  That 
could  mean  Fidelity  is  preparing  to  pay 
out  a  slew  of  redemptions.  It  could  also 
mean  that  even  Lvnch  has  been  finding 
it  harder  to  spot  promising  growth 
stocks  these  days,  "hich  might  just  be 
Peter  the  Great's  fin  ■,!  investment  tip. 

By  Laura  Jereski  i  /(/  Keith  H.  Ham- 
monds in  Boston 


Commentary/by  Mark  Lewyn 

THE  NETWORKS  VS.  HOLLYWOOD: 
IT'S  PRIME  TIME  FOR  A  TRUCE 


J 


lobert  C.  Wright  was  furious. 
'The  NBC  president's  old  foe, 
Jack  Valenti,  president  of  the 
Motion  Picture  Association  of  America, 
was  at  it  again.  On  Mar.  23,  Valenti 
held  a  news  conference  to  denounce  a 
Mar.  21  NBC  News  special  report  that 
grimly  portrayed  the  chilling  power  of 
Hollywood's  megastudios.  His  beef: 
NBC  failed  even  to  mention  that  the 
networks  and  the  studios  are  at  war 
over  programming.  Wright  promptly 
fired  off  a  letter  telling  Valenti  to  quit 
"making  up  scurrilous  accusations." 

Valenti  is  using  all  his  well-honed 
lobbying  skill  to  preserve  20-year-old 
rules  that  keep  the  networks  largely 
out  of  the  $4  billion-a-year  business  of 
producing  and  syndicating  prime-time 
shows.  One  Federal  Communications 
Commission  regulation  bars  ABC,  CBS, 
and  NBC  from  having  a  financial  inter- 
est in  most  programs  that  they  license 
for  broadcast  over  the 
air.  Another  prohibits 
network  production 
arms  from  selling,  dis- 
tributing, or  syndicat- 
ing their  shows  to  non- 
network  stations. 

But  the  movie  indus- 
try may  be  forced  to 
loosen  its  grip  on  this 
lucrative  business — 
which  could  only  bene- 
fit competition  and  the 
viewers.  On  Mar.  14, 
the  FCC  declared  that 
if  the  networks  and 


SHRINKING  AUDIENCES 
FOR  TV'S  BIG  THREE 
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the  studios  don't  agree  on  revising  the 
regulations  by  mid-June,  the  agency 
will  move  on  its  own.  A  negotiating 
session  is  scheduled  for  Apr.  11  in 
Los  Angeles,  but  past  acrimony  sug- 
gests this  clash  between  the  haves  and 
have-lots  won't  produce  a  voluntary 
agreement. 

ATROPHY.  Years  ago,  it  made  sense  to 
keep  the  major  networks  at  bay.  They 
once  wielded  so  much  power  that  they 
made  their  own  shows  and  froze  out 
producers,  effectively  barring  them 
from  getting  their  programs  on  the  air. 
It  took  FCC  rules  and  a  Justice  Dept. 
consent  decree  to  give  Hollywood  an 
entree  to  television.  Valenti  maintains 
that  the  networks  are  still  tyrants  with 
the  clout  to  squeeze  independent  Holly- 


wood studios  and  producers.  "This  bat- 
tle is  all  about  three  giant  companies 
and  their  total  dominion  over  televi- 
sion," he  declares. 

But  the  networks  aren't  nearly  as 
powerful  as  Valenti  portrays  them. 
The  rise  of  cable  and  stronger  indepen- 
dent stations  has  caused  the  networks' 
share  of  the  prime-time  viewing  audi- 
ence to  dwinclle  from  91%  in  1979  to 
67'^  in  1989  (chart). 

Twenty  years  ago,  Hollywood  was 
also  a  different  place.  The  studios  had 
nowhere  else  to  sell  their  product.  To- 
day, there  are  cable  and  VCRs,  not  to 
mention  profitable  foreign  markets. 
What's  more,  mergers  such  as  the  one 
that  produced  Time  Warner  allow  the 
networks'  cable-T\'  competitors  to  own 
studios,  and  they  want  the  same  right. 
BREAKING  RANKS.  Both  sides  are  dis- 
pensing rhetoric  about  competition  and 
freedom  of  choice.  But  the  real  fight  is 
about  money.  Syndica- 
tion rights  for  The 
Cosby  Show,  for  in- 
stance, have  netted 
Viacom  International 
Inc.  more  than  $600 
million  since  1986. 

Through  most  of  the 
1980s,  Hollyw'ood  had 
a  strong  ally  in  its 
struggle  to  hold  on  to 
that  jackpot:  Actor-in- 
Chief  Ronald  Reagan 
himself.  In  1983,  when 
the  FCC  deemed  tho; 
syndication  rules  a| 
failure  and  was  set  to  kill  them,  the 
President  pressured  Congress  to  get 
the  agency  to  back  off. 

Now,  the  tide  seems  to  be  turning, 
against  Hollywood.  The  consent  decree: 
with  the  Justice  Dept.,  limiting  the  net- 
works to  ownership  of  five  hours  ofi 
prime-time  programming,  expires  ini 
November.  More  important,  Twentieth 
Century-Fo.x  Film  Corp.  broke  ranks 
with  the  MPAA  in  January.  Fox,  which 
has  dubbed  itself  the  fourth  network, 
called  for  revising  the  rules  so  that  it 
could  syndicate  its  programs. 

Fox  is  just  recognizing  the  realities 
of  the  TV  business.  The  FCC  regulations 
made  sense  when  they  were  adopted 
years  ago.  But  times  have  changed, 
and  so  should  the  rules. 
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Y  FIGHTS  I 


IRS  AT  ONE  OF  DEL  WEBB'S  THREE  RETIREMENT  COMMUNITIES:  SALES  ARE  MIXED 


ICE  A  BARBARIAN  AT  THE  GATE, 
W  A  WHITE  KNIGHT? 


t  spumed,  Ron  Brierley  is  being  wooed  by  Del  Webb 


you  don't  think  timing  is  every- 
ling,  just  ask  Philip  J.  Dion.  Ten 
iOnths  ago,  the  chairman  of  Del 
)  Corp.  fought  off  efforts  by  his 
id-largest  shareholder  to  buy  a  35'/^ 
:  in  the  Phoenix-based  real  estate 
any.  His  reasons  were  clear:  The 
tor,  New  Zealand  financier  Ronald 
rierley's  Industrial  Equity  (Pacific) 
had  a  history  of  muscling  its  way 
Tianagement.  Now,  Dion  is  welcom- 
Jrierley  with  open  arms, 
a  move  calculated  to  bring  Brierley 
an  ally,  Dion  asked  the  New  Jersey 
no  Control  Commission  to  lift 
)'s  casino  license — left  over  from 
ompany's  days  as  a  casino  operator, 
till  handy  as  a  takeover  defense.  On 
28,  the  commission  did  just  that, 
expects  that  lEP  now  will  be  able  to 
its  9.7%  stake  in  Webb  and  buy 
shares — both  of  which  regulators 
)anned.  "lEP  is  a  major  shareholder, 
this  has  been  troublesome  to  them 
mg  enough,"  Dion  says, 
ly  the  sudden  change  of  heart? 
IS  J.  Cotter.  The  Los  Angeles  inves- 
vho  has  waged  takeover  battles  for 
iry-store  chains  and  savings  banks, 
thering  support  for  a  proxy  fight  at 
Webb's  May  16  annual  shareholder 
ing.  Cotter,  who  holds  9.7%  of 
b,  wants  to  win  three  board  seats 
out  the  company  on  the  block.  Dion 
s  an  ally,  and  he's  hoping  Brierley  is 


his  man.  Will  lEP  cooperate?  "We  intend 
to  support  management,"  says  Bruce 
Hancox,  chairman  of  Brierley  Invest- 
ments Ltd.,  lEP's  parent. 

For  how  long  may  be  another  matter. 
lEP,  with  far-flung  holdings  in  real  es- 
tate and  manufacturing  companies,  is  no 
stranger  to  inside  power  plays.  Just  last 
year,  it  tried  to  buy  all  the  outstanding 
shares  of  Smith  International  Inc.,  a 
troubled  oil-services  company  in  which 
lEP  had  acquired  a  32%  stake.  When  that 
failed  to  put  the  company  in  play,  lEP 
reversed  its  course  and  now  says  it 
wants  to  unload  all  of  its 
Smith  shares. 
BREATHING  ROOM.  lEP  ini- 
tially pledged  alliance 
with  Smith  management. 
"They  make  a  great  part- 
ner to  a  certain  point," 
says  a  former  senior  ex- 
ecutive of  Smith  Interna- 
tional. "But  you  can't  de- 
pend on  them  for  the 
long  term." 

Dion,  a  onetime  ac- 
countant who  has  just 
completed  a  two-year  re- 
structuring effort  at  Webb,  is  counting 
on  lEP's  support  for  some  much-needed 
breathing  room.  The  company  earned 
$7.6  million  on  $189.5  million  in  sales  but 
had  lost  $111  million  during  its  previous 
two  years  (chart).  Webb  still  has  a  long 
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way  to  go.  Sales  are  brisk  at  its  Las 
Vegas  Sun  City  retirement  community 
but  sluggish  in  Phoenix  and  Tucson. 
And  it  has  just  paid  dearly  for"  1,600 
acres  of  prime  property  near  Palm 
Springs,  Calif.,  that  won't  be  available 
for  sales  until  late  1991. 

Dion  is  oi)timistic  about  future  opera- 
tions, but  the  stock  market  has  only  be- 
gun to  take  note.  Webb's  stock  trades 
near  11,  up  a  couple  of  points  since  early 
this  year  but  a  far  cry  from  its  1986  high 
of  28.  Cotter  has  a  paper  loss  of  $9  mil- 
lion on  his  stock.  He  forced  his  way  onto 
the  board  last  year  and  has  been  a  vocal 
critic  of  Dion  ever  since.  One  bone  of 
contention  has  been  the  New  Jersey 
gaming  license,  which  Cotter  contends 
has  blocked  takeover  bids  for  the  compa- 
ny, since  any  acquirer  would  have  had  to 
pass  muster  with  the  notoriously  picky 
casino  authority. 

'CREEPS.'  Getting  rid  of  the  license  may 
silence  Cotter.  But  is  lEP  likely  to  be  any 
more  cooperative?  To  date,  it,  too,  has 
lost  money  on  Webb  stock.  But  it's  also 
a  big  landowner  in  Hawaii  and  has  been 
looking  for  more  real  estate,  a  point 
Dion  says  bolsters  his  hope  that  lEP  will 
remain  passive  as  Webb's  land  values 
are  steadily  realized.  Dion  says  he  hasn't 
talked  to  lEP  but  hopes  it  will  take  "a 
longer-term  view  of  things."  Maybe.  But 
lEP's  long-term  view  has  been  quickly 
compressed  when  Brierley  thought  he 
could  reap  rich  profits  by  selling  out. 
Since  1985,  lEP  has  sold  back  its  stakes 
in  several  companies,  including  Ameron 
Inc.  and  Handschy  Industries. 

That's  a  risk  Dion  has  to  take.  Cotter 
has  lined  up  su{)port  from  some  stock- 
holders who  are  also  frustrated  with  the 
reduced  value  of  their  stakes.  They 
charge  that  Dion  delayed  after  setting 
out  in  1987  to  sell  Webb's  three  remain- 
ing casinos  and  that  he  steadfastly  re- 
fused to  consider  bona  fide  offers  for 
the  company.  "Phil  Dion  is  not  fit  to  run 
this  company,"  fumes  Los  Angeles  in- 
vestor Robert  A.  Blake, 
who  controls  17'  of  Webb 
and  in  1988  launched  his 
own  bid  for  the  company. 
Blake  says  he's  prepared 
to  vote  with  Cotter  this 
time.  Cotter  didn't  return 
phone  calls. 

Dion  dismisses  his  crit- 
ics as  "creeps"  and  says 
he's  looking  forward  to 
running  his  company  un- 
hampered by  potshots. 
As  for  lEP  muscling  in, 
Dion  betrays  no  worries. 
But  he  admits:  "It  would  be  pocket 
change  for  them  to  buy  this  company." 
It  could  turn  out  that  Phil  Dion  will  turn 
away  one  takeover  threat  by  greeting 
another. 

By  Eric  Sckine  in  Phoenix 
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PUBLISHING  I 


A  NEW  DAWN 
rOR  SUNSET 


Time  Warner  has  big  plans  for  tlie 
venerable  lifestvle  monthly 


i  I 
s 


ecades  ago.  it  insu-ucted  its  read- 
I  ei-s  on  how  to  build  their  own  hot 
tubs  and  has  since  explored  ev- 
en" variation  on  the  theme.  Chock-full  of 
fajita  and  jicama  salad  recipes.  Sunset 
Magazine  is  the  crown  jewel  of  Lane 
Publishing  Co..  the  Menlo  Park  (Calif.) 
outfit  that  Time  Warner  Inc.  agreed  to 
buy  on  Mar.  27  for  S225  million.  ""Like  a 
lot  of  people,  we've  been  couiting  the 
Lanes  for  years."  says  Reginald  K. 
Brack  -Jr..  head  of  Time  Warner's  maga- 
zine group.  Brothers  and  Co-chairmen 
Meh-in  B.  Lane  and  L.  W.  -Bill"  Lane  Jr. 
have  controlled  the  magazine  since  192S. 

Brack  has  big  plans  for  Simset.  He 
wants  to  boost  circulation  and  ad  sales, 
which  have  been  flat  or  down  in  recent 
years.  The  lifestyle  monthly's  circulation 
fell  S^'r  last  year,  to  L4  million,  and  ad 
sales  were  off  b'c.  to  S-i4  million.  Despite 
its  stodgy-  looks  and  old-fashioned  for- 
mula— it  shuns  liquor  ads.  for  instance — 
it  has  loyal  readei-s  and  adveitisei-s.  "Ev- 
eiy  client  on  the  West  Coast  loves  the 
book."  says  Michael  Gross,  associate  me 
dia  director  at  ad  agency  J.  Walter 
Thompson  Co.  in  New  York. 
MASTER  PLAN.  Goosing  sales  may  not  be 
too  difficult.  "Sunset  has  been  so  under- 
managed. "  says  magazine  consultant 
Martin  Walker.  "It  offers  no  discounts 
and  isn't  aggressive  with  marketing  pro- 
motions." Time's  master  plan:  The  com- 
pany will  offer  advertisei"s  packages  of 
space  in  Sunset  along  with  Time's 
Southern  Living,  the  magazine  it  got 
when  it  acquired  Southern  Progress 
Coi-p.  five  yeai-s  ago.  Brack  also  expects 
to  spin  off  new  magazines — ^just  as  Time 
did  in  the  South  with  startups  Cooking 
Light  and  Southpoint. 

Investors,  of  course,  are  watching 
closely.  Since  Time  Wamer  heaped  on 
SIO.S  billion  in  debt  to  finance  its  recent 
merger,  analysts  would  be  concerned 
about  any  deals  that  would  dilute  earn- 
ings. Company  officials  insist,  however, 
that  the  deal  won't  have  that  effect.  The 
company  will  pay  ■'SSO  million  in  cash  and 
S14-5  million  in  preferred  stock  for  Lane, 
vs-hich  also  includes  Sunset  Books.  The 
question  now  is  how  well  the  magazine 
that  glorifies  West  Coast  lifestjies  will 
take  to  East  Coast  management. 

By  Sumn  Duffy  in  Xeir  York,  uith  Bar- 
bara Buell  in  San  Francisco 


RETAILING! 


GET  THEE 

FROM  THE  TOWER 


It  could  be  spliis\'ille  for  Tnimp 
and  his  old  tenant  Bonwit 

onald  Ti-ump  is  shrugging  off  old 
Ities  these  days,  and  Ivana  isn't 
the  only  casualty.  The  real  estate 
developer  long  ago  lost  his  affection  for 
Bonwit  Teller,  the  92-year-old  retailer 
whose  flagship  store  occupies  sLx  flooi-s 
in  Xew  York's  Ti-ump  Tower.  Says 
Trump:  "The  Bonwit  Teller  name  is  no 
longer  what  it  was.  It  has  been  so  dese- 
crated by  poor  management  that  I  don't 
want  them  in  Trump  Tower." 

It's  true  that  the  oncefashionable  la- 
dies' apparel  chain  has  plentj'  of  prob- 
lems. Bought  by  L.  J.  Hooker  Corp.  in 
1987.  Bonwit  got  entangled  in  the  Chap- 
ter 11  filing  of  Hooker  last  August.  So 
far.  it  has  not  been  liquidated,  as  was 
another  Hooker  propem^.  B.  Altman  & 
Co.  But  court  papers  say  that  the  16- 
store  chain,  which  has  annual  revenues 
of  around  SloO  million,  has  been  suffer- 
ing "substantial  operating  losses." 
'DISASTER.'  Despite  the  problems.  P\Ta- 
mid  Cos..  an  aggressive  shopping-mall 
developer  based  in  Syracuse.  X.  Y..  has 
offered  §16.5  miUion  for  five  prime  Bon- 
wit stores  in  Manhattan.  Boston.  Buffa- 
lo. Manhasset.  N.  Y..  and  Shoit  Hills. 
X.J.  P\i*amid.  which  owns  15  malls, 
would  also  get  the  still-prestigious  Bon- 
wit name  to  use  on  future  stores. 

But  P\Tamid  first  has  to  deal  with 
Trump,  who  built  his  tower  on  the  site 
of  Bonwit's  Art  Deco  building.  Trump 
agi-eed  to  take  on  Bonwit  as  a  prime 
tenant,  but  in  keeping  with  his  plan  to 


build  a  mecca  of  luxury  shopping,  t 
lease  required  Bonwit  to  maintain  a 
tain  standards  in  its  upkeep  and  mi 
chandise.  Xow.  Trump  thinks  Bonwi 
quality-  has  eroded  to  the  point  w-he 
it's  no  longer  a  fitting  neighbor  f 
Trump  Tower's  tony  boutiques.  "Ther 
a  disaster  as  a  tenant,"  says  Trun 
adding  that  he  won't  stop  until  he  ge 
rid  of  the  store. 

Timmp  could  tr\-  to  persuade  the  f( 
eral  bankruptcy  court  in  Manhattan  th 
Bonwit  has  breached  its  lease  terms  a 
that  as  a  result  he  has  the  right  to  oi; 
the  retailer.  (Hooker  denies  it  is  in  %io 
tion.)  He  could  also  ir\  to  buy  the  Me 
hattan  store.  Either  way.  Ti-ump  wot 
then  lease  Bonwit's  space  to  more  i 
scale  merchants.  He  denies  rumors  th 
he  has  lined  up  Tiffany  &  Co..  wh 
Tiffany  won't  comment. 
KEY  ASSET.  If  Trump  manages  to  clo 
Bonwit's  flagship  location,  retailing  ar 
lysts  say.  Pyramid's  deal  would  be  jec 
ardized.  The  Manhattan  store  accour 
for  about  25'"<-  of  Bonwit's  sales  a; 
what  remains  of  its  cachet.  "WTiat 
Bonwit  Teller  without  Fifth  Avenue 
asks  A.  Boyd  Simpson,  an  Atlanta  inv( 
tor  and  former  Hooker  executive, 
and  other  retail  obser\ers  say  Bonv 
would  have  trouble  suniving  without 
Manhattan  store. 

Through  a  spokesman.  Pyramid  wou 
not  comment  on  Trump.  But  the  comf 
ny  did  acknow  ledge  the  Manhattan  sto 
was  a  key  asset.  PjTamid  says,  howev* 
that  it  would  not  tr\-  to  outbid  a  bett 
offer  from  other  potential  suitors, 
include  Trump,  a  California-based  liqi 
dator.  and  Ralph  Hibbard.  a  Canadi: 
real  estate  man.  Any  bidders  must  su 
mit  their  offers  by  a  scheduled  Apr. 
court  hearing.  The  deal  that  gets  c 
could  re\ive  Bonwit.  or  augur  the  end 
another  grande  dame  of  retailing. 

By  Mark  handler  in  Xeic  Yo 
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JUST  ANOTHER 
FRIENDLY  TAKEOVER 


The  last  thing  a  company  making  a  strategic  acquisition  needs  is  a 
battle.  And  at  Salomon  Brothers  we  understand  this. 

In  fact,  we've  made  a  specialty  of  finding  the  perfect  fit  for  our 
clients,  anywhere  in  the  world. 

On  top  of  that,  we  make  sure  that  an  acquisition  that  starts 
friendly,  stays  friendly. 

After  all,  we  believe  that  businesses  should  make  money.  Not  war. 


Salomon  Brothers 


Salomon  Brothers  Inc  -  Member  ol  SIPC 


PAN    AM  1990 
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NO  3 


I 


WE  ARE  REBUILDING  THIS  AIRLINE 

ON  THE  FUNDAMENTAL  BELIEF 
THAT  YOU,  THE  BUSINESS  TR^^LERJ 
ARE  THE  KEY  TO  OUR  FUTURE, 


GET' 


XX'lien  this  management  took 
over  the  stewardship  of  Pan  Am 
early  in  1988,  it  was  with  full 
knowledge  that  if  we  didn't  succeed 
with  the  business  traveler,  we 
wouldn't  succeed  at  all. 

Fortunateh;  u  e  had  a  great  deal 
going  for  us. 

Through  years  of  problems,  a 
significant  body  of  loyal,  seasoned 
travelers  continued  to  recognize  and 
benefit  from  Pan  Anis  inherent 
strengths,  e\  en  though  we  too  many 
times  sorely  tested  their  loyalties. 

And  then,  as  improvements 
began  to  show,  many  business 
travelers  who  had  once  given  up  in 
frustration  began  returning  to 
Pan  .Am. 

And  now,  a  new  generation  of 
business  travelers  is  discovering 
Pan  .Am.  And  they  are  not  being 
disappointed. 

By  heritage,  this  is  a  long  distance 
airhne. 

We  have  drawn  on  that  heritage 
to  redefine  Pan  Am  and  once  again 
pro\  ide  the  long  distance  tra\  eler 
with  his  or  her  "own"  airline. 

Follow  ing  are  some  considera- 
tions you  ma\  wish  to  take  into 
account  when  booking  vour  next 
flight. 


E\TRY  TIME  ZONE  CROSSED 
WILL  EX.ACT  ITS  TOLL. 

Add  to  that,  seemingly  endless 
hours  of  sitting  in  tight  spaces,  and 
you  have  one  wrung-out  business  tra\- 
eler  heading  off  the  plane  into  the  fray. 

Which  is  preciseh'  why  this 
airline  does  not  skimp  on  such  a  big 
thing  as  a  few  little  inches. 

In  Business  Class  (our  Clipper 
Class),  the  seat  width  is  ever\-  bit  the 
equal  of  those  in  First  Class  on  most 
domestic  airlines. 

And  at  21-22  inches  wide, 
surpasses  the  Business  Class  seats  of 
such  international  carriers  as  British 
Airways,  Swissair,  and  .Air  France, 
who  provide  18-20  inch  seats. 

Also  critical  to  long  flight 
comfort  is  elbow  room. 

In  Pan  .Am  Clipper  Class,  you'll 
never  be  seated  in  the  middle, 
because  there  is  no  middle. 

It's  two-by-two  seating  (six 
across)  exclusively  and  everybod\' 
has  an  aisle  or  window  seat. 

.Again,  for  comparison,  British 
.Airways  and  Lufthansa  crowd  in  as 
many  as  seven  and  eight  across, 
respectively 

We  cannot,  in  this  space,  do 


justice  to  our  First  Class  service 

But  Pan  .Am  First  Class  (historic- 
ally the  industry  standard-bearer)  has 
been  so  improved  and  refined  that 
we  truly  hope  you  will  one  day  have 
the  good  fortune  to  experience  it. 


m 


"LFVING  SRACE"  AND  THE 
LONG  DISTANCE  TR.A\-ELER, 


Ciife: 


No  matter  how  wide  and 
comfortable  the  seat,  its  going  to 
"shrink"  on  a  long  flight  if  it  isn't 
surrounded  by  adequate  space. 

Which  is  why  Pan  Am  flies  only 
wide-body  aircraft  on  long  distance 
flights. 

Our  fleet  of  Boeing '"4'^'s  (which 
Pan  .Am  helped  design,  and  then 
introduced)  is  one  of  the  largest  in 
the  air. 

As  part  of  our  ongoing  renewal 
program,  33  of  our"47's  have  been 
completeK'  refurbished  with  new 
interiors  and  the  latest  m  electronic 
equipment. 

The  remaining  two  will  be 
completed  this  spring. 

The  only  aircraft  to  rival  the  747 
in  popularity  is  the  spacious  wide- 
body  Airbus. 

\X'e  now  operate  nineteen  new, 
technoloeicallv  advanced  .Airbus 


HI' 


lO's.The  largest  fleet  across  the 
antic. 

Significantly,  our  fleet  is  growing 
inger,  rather  than  older. 


NOT  ALL 
BUSINESS  TRAVELERS 
GET  TO  SIT  UP  FRONT 


In  fact,  most  don't.  We  not  only 
ognize  this,  we  have  developed 
Economy  Class  program  that 
;s  far  beyond  the  ordinary. 
It  starts  with  an  Economy  Class 
tion  that  can  actually  handle  more 
ts  than  we're  willing  to  put  in. 
With  enrollment  in  Pan  Am 
)rldPass,you  receive  all  the  time- 
i  hassle-saving  advantages  of 
vileged  check-in  and  priority 
5gage  handling. 
WorldPass  also  gives  you  the 
asure  of  ordering  your  meals  in 
/ance  from  an  extensive  and 
:lusive  menu. 

Of  even  greater  importance  to 
1  Am  Economy  Class  passengers 
lO  fly  with  us  very  frequently  is 
r  special  way  of  saying  thank  you. 
And  that  isWorldPass  Platinum, 
lich  provides  free  upgrades  to 
pper  Class.  (And  if  you're  already 
ng  Clipper  Class,  free  upgrades 
First  Class.) 

By  being  aWorldPass  member, 
j'll  benefit  from  the  richest 
quent  traveler  program  in  the 


THE  MOST  THOROUGH 
JRCRAFT  MAINTENANCE 
IN  THE  INDUSTRY. 


Through  thick  and  thin, 

ough  every  management  change, 


one  area  of  Pan  Am  service  has 
remained  sacrosanct— the  service 
we  perform  on  our  aircraft. 

The  Pan  Am  maintenance 
program  always  has  and  will 
continue  to  set  industry  standards. 

Our  standards  are  so  high  that 
we  spend  more  on  maintenance  per 
aircraft  operating  hour  than  any 
other  U.S.  airline. 

They  are  so  high  that  thirty  of 
the  world's  airlines  bring  aircraft  to 
us  for  maintenance,  as  does  the  U.S. 
Air  Force. 

And  our  flight  training  stan- 
dards are  equally  high. 

We  are  currently  training  pilots 
for  twelve  major  airlines,  the  Royal 
Canadian  Air  Force,  and  the  most 
important  air  force  of  all— Air  Force 
One. 


IF  YOU'RE  GOING  THERE, 
WE  PROBABLY  ARE  TOO. 


We  fly  to  more  European  cities 
than  all  other  U.S.  airlines  combined. 

We  are  the  only  U.S.  airline 
serving  the  Soviet  Union  and  the 
only  U.S.  carrier  that  serves  virtually 
every  emerging  country  in  Eastern 
Europe. 

Out  of  Miami  we  now  fly  to  68 
international  destinations  and  27 
U.S.  cities. 

The  response  to  the  quality  of 
service  on  our  Pan  Am  Shuttle  has 
been  so  overwhelming  that  we 
carry  over  50%  of  the  Boston-New 
York-Washington  market. 

Domestically,  we  now  serve  40 
U.S.  cities  with  feeder  flights 
connecting  to  5  Pan  Am  interna- 
tional gateways. 

Systemwide,  Pan  Am  continues 


to  be  the  number  one  U.S.  airline  to 
the  world — flying  to 75  cities  in  47 
countries  on  four  continents. 


ONE  GOAL  MISSED, 
TWO  GOALS  SURPASSED. 


Due  to  setbacks,  we  didn't  come 
close  to  achieving  our  financial  goal 
in  1989,  which  you  probably  already 
know. 

However,  through  the  hard 
work  and  superlative  cooperation  of 
our  people,  we  surpassed  our 
growth  and  operating  goals;  and 
are  surpassing  them  again  in  1990. 

In  passenger  traffic,  January, 
1990  was  up  23%  over  January,  1989, 
and  February  was  up  26%. 

Clipper  Class  increased  by26% 
and  First  Class  was  up  40%. 

Injanuaryand  February,  we 
recorded  the  best  on-time  perform- 
ance in  the  history  of  the  company, 
placing  us  among  the  top  three 
airlines  in  the  industry. 

In  baggage  handling,  a  very  crit- 
ical measure  for  most  travelers,  we 
have  now  led  the  industry  in  effi- 
ciency (fewest  mishandlings  per 
thousand  customers)  for  three  years 
in  a  row.  Which  is  an  industry  record. 

If  you've  been  flying  with  us,  we 
thank  you. 

If  you  haven't  been,  we  look 
forward  to  proving  ourselves  to  you. 

Again  and  again. 

Thomas  G.  Plaskett 

Chairman  and  Chief  Executive  Officer 
Pan  American  World  Airways,  Inc. 
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JET  ENGINE  MAKERS 
ZOOM  TOWARD  EUROPE 


►  Europe,  especially  Eastern 
Europe,  is  the  next  battle- 
t^round  for  U.  S.  jet  engine 
nnakers.  On  Mar.  27,  United 
Technologies  said  it  would 
swap  undetermined  amounts 
of  equity  with  Daimler  Benz 
and  jointly  develop  and  sell  ci- 
vilian engines.  Their  target: 
all  of  Europe.  And  on  Mar.  28, 
General  Electric  said  it  had 
snared  a  $150  million  order  to 
outfit  a  bevy  of  planes  that 
the  Soviet  Union  has  ordered 
from  Airbus  Industrie. 

With  $131  million  worth  of 
orders  in  hand,  GE  is  trumpet- 
ing its  dominance  in  Eastern 
Europe,  which  is  a  key  mar- 
ket for  both  GE  and  UTC.  The 
Soviets'  Aeroflot  fleet  of  ap- 
proximately 3,400  planes 
could  produce  orders  for  more 
than  1,000  engines  over  the 
next  10  years.  And  East  Bloc 
countries  could  try  to  pull  in 
hard  currency  with  increased 
air  service. 


BURGER  KING 

IS  COOKING  WITH  GAS 


►  Is  Burger  King  serving  up 
a  turnaround?  The  fast-food 
chain,  bought  last  year  by 
Britain's  Grand  Metropolitan, 
says  total  U.  S.  sales  will  rise 
in  the  period  ending  Mar. 
31,  the  best  quarter  for  Bur- 
ger King  sales  in  three  years. 
And  it  appears  that  Ronald 
McDonald  has  real  competi- 
tion for  the  loyalties  of  the 
kiddie  crowd:  Burger  King's 
Kids  Club  has  attracted  1.2 
million  members  since  it  be- 
gan in  January. 


THE  ILL  WIND  PROBE 
BAGS  A  BIG  QUARRY 


►  The  government's  probe  of 
information-buying  at  the 
Pentagon,  code-named  III 
Wind,  has  snagged  another 
key  target.  On  Mar.  28,  con- 
sultant William  Galvin  plead- 
ed guilty  to  bribery  and  tax 
evasion  stemming  from  his 


role  as  a  conduit  of  confiden- 
tial Pentagon  information  on 
pending  Navy  and  Air  Force 
contracts.  He  agreed  to  pay 
nearly  $650,000  in  back  taxes 
and  faces  a  maximum  sen- 
tence of  40  years  in  jail  and  $1 
million  in  fines. 

In  his  plea,  Galvin  said  he 
arranged  with  former  Navy 
official  Melvyn  Paisley  to 
steer  contracts  to  Mazlat,  an 
Israeli  company.  Galvin  also 
admitted  conspiring  with  a  se- 
nior Loral  executive  and  with 
Air  Force  official  Victor  Co- 
hen to  award  a  radar  contract 
to  Loral.  That  company  plead- 
ed guilty  to  the  conspiracy  in 
December.  Paisley  and  Cohen 
have  not  been  charged  and 
deny  wrongdoing. 


HAYDEN  TAKES  THE 
WHEEL  AT  JAGUAR 


►  Just  three  months  after 
paying  $2.5  billion  for  Jaguar, 
Ford  is  taking  firm  control  of 
the  luxury  carmaker.  Sliding 
into  the  seat  of  chairman  and 
chief  executive  is  William 
Hayden,  a  40-year  Ford  veter- 
an and  head  of  its  European 
manufacturing  operations.  He 
replaces  Sir  John  Egan,  .who 
in  his  10  years  at  the  top  of 
Jaguar  had  engineered  a 
strong  comeback  until  recent- 
ly, when  faltering  sales  and 
high  costs  depressed  profits. 

Hayden's  appointment  sig- 
nals that  Ford  is  moving 
quickly  to  improve  manufac- 
turing efficiency  and  product 


AN  EXTRA  HOUR  FOR  LUNCH?  NO  PROBLEM 


There  aren't  enough  hours  in 
the  day,  right'?  Now,  you  can 
stretch  your  day — soi*t  of — with 
the  25-hour  XtraOur  clock.  The 
$60  timepiece  makes  you  4.167'?'< 
more  productive,  claims  inventor 
Morton  Rachofsky,  president  of 
Dallas-based  Circadian  Clock 
and  a  sculptor  and  real  estate 
salesman  in  his  spare  time. 

The  clock  face  displays  an  ex- 
tra hour,  with  the  number  25  in 
the  12  position  and  the  number  12  in  the  6  position.  A  patente 
gear  mechanism  moves  the  minute  hand  faster,  the  secon 
hand  slower,  and  the  hour  hand  at  the  same  speed  as  a  normti 
clock.  The  result  is  a  day  composed  of  25  60-minute  hours.  Bu 
each  minute  is  57.6  seconds  long.  Set  the  XtraOur  to  tell  th 
right  time  at  noon,  and  you'll  never  be  more  than  10  minute 
ahead  or  behind  during  the  work  day.  Rachofsky  says  on 
executive  has  already  had  his  secretary  call  to  order  one.  Th 
problem  is,  he  says,  "I  haven't  had  time  to  call  her  back." 


quality.  Its  major  goal  is  to 
introduce  a  smaller,  less  ex- 
pensive model  that  will  help 
boost  annual  Jaguar  output  in 
the  next  decade  from  50,000 
to  at  least  180,000. 


IT'S  WAIT  AND  SEE 
ON  'LOOK  AND  FEEL' 


►  The  computer  industry  will 
have  to  wait  a  little  longer  for 
answers  in  the  growing  de- 
bate over  whether  a  company 
owns  the  "look  and  feel"  of 
the  visual  prompts  that  ap- 
pear on  its  computer  screens. 
On  Mar.  23,  a  federal  judge  in 
San  Francisco  threw  out  five 
of  six  copyright  claims  that 


>? 


"  IJELL.THl&WRAP&UPONE  HECKUVAYEAR..,." 


Xerox  brought  against  Appl 
Computer  last  December.  X( 
rox,  which  was  seeking  $15 
million  in  lost  royalties 
sought  to  prove  that  Apple' 
Macintosh  computer  copiel 
the  look  and  feel  of  promptj 
that  Xerox  had  designed  int 
its  Star  computer. 

The  judge's  decision  faile 
to  address  the  murky  look 
and-feel  issue.  Now,  the  con 
puter  industry  will  have  t 
wait  until  summer,  when  ai 
guments  continue  in  a  simila 
case  that  Apple  brought  i: 
1988  against  Microsoft  an^ 
Hewlett-Packard. 


AMERICAN  GENERAL 
HASAN  ARDENT  SUITOI 


►  Torchmark,  a  Birminghar 
(Ala.)  life  and  health  insure 
with  $1.7  billion  in  annua 
sales,  unveiled  a  bid  on  Mai 
28  for  a  much  larger  riva 
$4.2  billion  American  General 
which  is  based  in  Houstor 
Torchmark  is  offering  $50 
share,  or  $6  billion,  for  Amer 
can  General,  and  says  it's  wil 
ing  to  consider  paying  it  er 
tirely  in  cash.  Althoug) 
Torchmark  didn't  say  how 
would  finance  the  takeovei 
the  stock  market  seemed  t 
find  the  bid  fairly  credibk 
American  General  stock  o: 
Mar.  28  closed  at  401/8,  up  SVs 
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Robert  was  sold  on  Hewdett-Packaid 
PCs  while  he  was  still  in  college. 


He  was  studying  engineering  and 
contends  an  HP  calculator  was  the 
secret  to  his  success.  Since  then, 
HP  LaserJet  printers  have  been  a 
big  help  to  his  growing  company. 
So  when  he  found  he  could  get 
Hewlett-Packard  reliability  in  a 
network  of  personal  computers, 
Robert  decided  to  stay  with  a 
sure  thing. 

With  Intel  286, 386,  and  486™- 
based  models,  HP's  line  of  Vectra 


personal  computers  suits  a  range  of 
business  needs.  Expansion  is 
easily  accormnodated  with  up  to 
8  accessory  slots,  1.3  gigabytes  of 
hard  disk  storage,  and  64  Mbytes 
of  RAM. 

Beyond  this,  HPs  adherence  to 
industry  standards  ensures  com- 
patibility. Now,  and  into  the  future. 

But  the  most  important  feature 
is  Hewlett-Packard  quality.  This, 


along  with  HP's  network  of 
authorized  dealers,  gives  you 
all  the  assurance  you  need.  For 
the  dealer  nearest  you,  call 
1-800-752-0900,  Ext  604K. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


Gtuality  IS  Jo b  1 


Profile  in  Quality  #13: 
Recognition. 

For  the  4th  time  in  the  last  5  years,  a  Ford  Motor 
Company  car  has  won  the  prestigious  Car  of  the 
Year  award  from  Motor  Trend  magazine.  The 
1990  Lincoln  Town  Car— the  first  luxury 
sedan  in  38  years  to  receive  this  award— joins 
the  Ford  Thunderbird  Super  Coupe  in  1989,  the 
Thunderbird  in  1987  and  Ford  Taurus  in  1986. 
Receiving  this  award  isfiirther  evidence  that 
Ford^s  total  commitment  to  quality  is  producing 
results.  When  your  goal  is  to  build  the  highest 
quality  cars  and  trucks  in  the  world— you  don't 
do  it  any  other  way.  a 


t 
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ENATE  DEMOCRATS  WILL  HAVE  TO  RUN  HARD 
0  STAY  IN  PLACE  IN  1990 


rhe  mounting  woes  of  Democratic  senatorial  candidates 
could  make  1990  a  painful  year  for  the  beleaguered 
party.  It's  unlikely  that  the  Democrats  will  lose  control 
the  Senate,  which  they  hold  by  a  55-45  margin.  But  Republi- 
is  have  a  good  chance  to  pick  up  one  or  two  seats,  and  that 
uld  set  the  stage  for  a  GOP  takeover  of  the  Senate  in  1992. 
rhe  34  seats  up  this  fall  are  split  nearly  evenly,  with  the 
mocrats  defending  16.  But  the  numbers  don't  tell  the  whole 
ry.  Virtually  all  of  the  GOP  senators  seeking  reelection  are 
jarded  as  safe,  while  Democratic  incumbents  in  Rhode  Is- 
d,  Illinois,  Iowa,  and  Michigan  are  struggling.  And  a  second 
'  of  Democratic  senators  in  Montana,  Nebraska,  Alabama, 
iiisiana,  and  Massachusetts  could  face  stiff  challenges. 
Nhi\e  the  party  in  power  typically  loses  ground  in  midterm 
ctions,  George  Bush's  continuing  popularity  should  help  the 
P.  And  Bush's  handling  of  the  economy  and  foreign  policy 
;  left  the  Democrats  with  few  issues. 

0  MUCH  TO  LOSE.'  Many  analysts  believe  the  formidable 
publican  position  makes  it  hard  for  the  Democrats  to  recruit 
ong  candidates.  In  Minnesota,  former  Vice-President  Walter 
Mondale  declined  to  take  on  GOP  Senator  Rudy  Boschwitz. 
North  Carolina,  former  Democratic  Governor  James  B. 
nt,  who  nearly  beat  Senator  Jesse  Helms  in  a  bitter  1984 
itest,  lacked  the  stomach  for  a  rematch.  In  Idaho,  New 
mpshire,  and  Colorado,  where  the  retirement  of  GOP  incum- 
its  is  leaving  seats  open,  no  solid  Democratic  candidates 
re  emerged.  "Most  good  Democrats  took  a  look  at  the  races 

1  decided  they  had  too  much  to  lose,"  says  Charles  E.  Cook 
editor  of  Cook  Political  Report. 

lepublicans,  by  contrast,  have  recruited  a  terrific  roster, 
presentatives  Claudine  Schneider  (R-R.  I.),  Lynn  Martin  (R- 
),  and  Thomas  J.  Tauke  (R-Iowa)  pose  strong  threats  to 
umbent  Democrats.  In  Michigan,  GOP  Representative  Bill 
luette  could  beat  Senator  Carl  M.  Levin — but  only  if  he 
isn't  get  too  badly  chewed  up  in  a  primary  fight  with  W. 
irk  Durant,  a  former  Reagan  Administration  official. 
^11  is  not  lost  for  the  Democrats — yet.  Pollster  Geoffrey 
rin  says  the  party  could  exploit  voter  unease  about  the 


economy.  "There  is  this  perception  that  the  Republicans  and 
Bush  don't  understand  what  the  middle  class  is  going  through, 
much  less  have  a  plan  to  deal  with  it,"  says  Garin. 

Perhaps.  But  the  Democrats  will  find  it  hard  to  capitalize  on 
vague  queasiness  about  the  future  if  the  economy  stays 
strong.  As  long  as  the  GOP  can  offer  peace,  prosperity,  and 
better  candidates,  the  Democrats  are  in  trouble. 

By  Paula  Dwycr  and  Douglas  Harbrecht 


WILL  DICK  CHENEY  RISK 
DRAWING  FRIENDLY  FIRE? 


efense  Secretary  Richard  B.  Cheney's  position  as 
)  Washington's  odd  man  out  could  be  getting  lonelier. 
While  the  rest  of  the  Administration  has  embraced 
Soviet  President  Mikhail  Gorbachev  and  his  reforms,  Cheney 
has  become  increasingly  isolated  in  his  insistence  that  the 
Soviet  threat  remains  potent.  And  now  the  Pentagon  chief 
must  make  a  decision  that  is  sure  to  make  him  some  enemies 
he  doesn't  need. 

By  early  April,  Cheney  is  expected  to  rule  on  the  fate  of  five 
aircraft  projects  that  would  cost  a  total  of  $250  billion — the  Air 
Force's  B-2  bomber,  C-17  transport,  and  Advanced  Tactical 
Fighter;  the  Navy's  A-12  attack  plane;  and  the  Army's  LH 
helicopter.  The  services  have  completed  their  own  reviews  of 
the  projects  and,  not  surprisingly,  found  them  all  indispens- 
able. If  Cheney  goes  along  with  the  brass,  he'll  infuriate 
congressional  Democrats.  But  killing  any  of  the  projects  will 
force  the  Secretary  into  a  confrontation  with  his  own  military. 

Cheney  may  seek  to  finesse  the  issue  by  stretching  out 
procurement  of  some  aircraft  and  keeping  others  alive  purely 
as  research  projects.  That,  however,  would  make  him  vulnera- 
ble to  a  charge  the  Pentagon  has  frequently  hurled  at  Con- 
gress: Refusing  to  make  hard  choices  only  drives  up  the 
ultimate  cost  of  whatever  the  military  finally  buys. 

'By  Dave  Griffiths 


PITAL  WRAPUPI 


HE  BUDGET 


Mouse  Ways  &  Means  Committee 
Chairman  Dan  Rostenkowski's 
)lleagues  haven't  been  rushing  to  sup- 
)rt  his  $511  billion  deficit-reduction 
an.  But  the  Illinois  Democrat's  tax- 
nd-spending  proposal  is  attracting 
)nsiderable  attention  in  the  business 
orld.  The  Business  Roundtable  and 
le  National  Association  of  Manufac- 
irers  have  given  it  favorable  notices, 
5  have  such  individual  companies  as 
ewlett-Packard  Co.  and  American 
elephone  &  Telegraph  Co.  Rosten- 
owski  hopes  business  support  for  his 
Ian  will  put  pressure  on  Congress  to 
ickle  the  deficit.  But  many  Democrats 


dislike  Rosty's  proposal  for  the  same 
reasons  that  business  backs  it:  The 
plan  hits  the  middle  class  hard  with 
taxes  and  spending  cuts,  while  taking 
only  a  nip  from  corporations. 

ANTITRUST  

The  decline  in  mergers  and  acquisi- 
tions has  not  only  slowed  business 
at  the  Justice  Dept.'s  Antitrust  Div.,  it 
has  cut  into  the  funding.  Congress  last 
year  trimmed  the  division's  budget  by 
$15  million,  expecting  the  shortfall  to 
be  more  than  made  up  by  $20  million  in 
new  filing  fees  to  be  paid  by  compa- 
nies. But  the  slowdown  in  M&A  activity 
has  led  to  a  funding  shortfall,  imperil- 
ing Antitrust  Div.  expansion  plans. 


REGULATORS 


Securities  &  Exchange  Commission 
Chairman  Richard  C.  Breeden  is 
learning  there  are  limits  to  the  remark- 
able freedom  the  White  House  has  giv- 
en him  to  make  appointments.  Breeden 
was  allowed  to  fill  the  first  SEC  vacan- 
cy with  former  Time  Inc.  general  coun- 
sel Philip  Lochner.  But  now,  with  an- 
other seat  open,  the  White  House  is 
insisting  on  its  own  choice.  New  York 
securities  lawyer  Erskine  Henderson  is 
likely  to  get  the  seat  vacated  by  Joseph 
A.  Grundfest.  The  appointment  of  Hen- 
derson would  leave  the  SEC  without  an 
economist  among  its  members  for  the 
first  time  in  six  years. 


HINGTON  OUTLOOK 
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WINDOW-SHOPPING  IN  TOKYO:  PRICES  ON  IMPORTED  CARS  AND  JEWELRY  ARE  UP  AS  A  RESULT  OF  A  1 6%  DROP  IN  THE  YEN  AGAINST  THE  DOLLAR 
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JAPAN'S  CONSUMERS 
ARE  FEELING  THE  BIG  CHILL 


Ili'iC 

iple,  Ni 


Inflation,  the  market  plunge,  and  the  falling  yen  have  many  customers  and  companies  cutting  back 


woe 
^"ie  for 


Shiro  Wakabayashi  doesn't  dabble 
much  in  stocks.  But  the  director  of 
corporate  planning  at  Seibu  De- 
partment Stores  Ltd.  was  not  pleased  to 
see  Japan's  stock  market  tumble  20% 
from  last  December's  high.  He  thinks 
that  the  plunge  will  chill  sales  of  the 
high-priced  jewelry  and  watches  that 
have  been  big  sellers  of  late  at  Seibu. 
"People  felt  rich  when  stock  prices  were 
going  up,"  says  Wakabayashi.  "Now, 
the  reverse  effect  will  be  felt." 

For  years,  Japan's  economy  has  been 
running  on  a  high-octane  mixture  of  sen- 
sationally low  interest  rates,  surging 
stock  prices,  and  an  ever-stronger  cur- 
rency. Now,  rates  are  soaring,  while 
stocks  and  the  yen  have  taken  a  nose- 
dive. So  executives  and  economists  are 
warning  that  demand  for  consumer  and 
capiUil  goods  is  likely  to  weaken  as  well. 
This  is  bound  to  drag  down  the  econo- 
my. The  question  is,  how  much? 

Both  companies  and  consumers  are 
seeing  big  changes.  With  long-term 


rates  up  to  7.47<,  Japanese  borrowers 
must  pay  almost  50%  more  for  capital 
than  they  did  a  year  ago.  After  enjoying 
years  of  almost  zero  inflation,  shoppers 
are  getting  a  dose  of  sticker  shock. 
Prices  on  imported  cars,  jewelry,  and 
commodities  are  all  up  as  a  result  of  a 
16%  drop  in  the  value  of  the  yen  against 
the  dollar  over  the  past  year.  By  one 
estimate,  every  10%  drop  in  the  yen 
pushes  up  wholesale  prices  by  2%^  be- 
cause of  rising  import  costs. 
'TURNING  POINT.'  Some  observers  think 
there  is  more  bad  eco- 
nomic news  to  come.  For 
example,  the  continuing 
flood  of  yen  into  overseas 
investments  may  force 
the  Bank  of  Japan  to 
push  rates  even  higher  to 
shore  up  the  currency. 
"The  mood  has  changed," 
says  Yuji  Shimanaka,  se- 
nior economist  at  Sanwa 
Research  Institute.  "We 
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SLOWER  GROWTH 
FOR  JAPAN'S  GNP 


are  now  at  a  turning  point."  SRI  predicts 
that  economic  growth  will  dip  to  3. 
for  the  fiscal  year  ending  Mar.  31,  1991  i> 
compared  with  4.9%  this  year  (chart). 

The  slowdown  comes  at  a  sensitiv( 
time  in  U.  S.-Japan  trade  relations.  Un 
der  intense  pressure  from  the  Bush  Ad 
ministration,  Japan  cut  its  merchandise 
trade  surplus  with  the  U.  S.  by  5.4%)  ir 
1989,  to  $49  billion.  Purchases  of  U.  S 
imports  have  helped  in  this  adjustment 
but  now  the  gap  may  widen  again  as 
demand  for  imports  falls.  Manufacturers 
may  also  parlay  a  mucl 
weaker  yen  into  a  new 
export  boom.  "The  com 
petitiveness  of  Japanese 
manufacturers  has  beer 
greatly  enhanced,"  say^ 
Masaru  Yoshitomi,  direc 
tor  general  of  the  Eco 
nomic  Planning  Agency 
"This  will  result  in  mor( 
exports." 
The  slowdown  begar 


▲  PERCENT  INCREASE 

DATA  8W,  SANWA  RESEARCH  INSinUTE 
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in  officials  boosted  Japan's  discount 
'  last  December  in  response  to  signs 
economy  was  overheating.  Wage- 
en  inflation  has  pushed  up  taxi  fares 
and  the  price  of  a  beer  7%.  Soaring 
I  prices  have  put  home  ownership  out 
•each  for  most  Japanese  and  made 
ernment  projects  prohibitively  expen- 
.  But  a  sharper  downturn  than  in- 
led  may  be  coming.  The  govern- 
it's  leading  economic  index  has  been 
n  for  three  months  in  a  row. 
he  effects  of  the  slow-up  will  be  un- 
1,  with  weaker  companies  and  mak- 
and  marketers  of  big-ticket  consum- 
items  feeling  most  of  the  pinch, 
ause  of  the  collapse  of  stock  prices, 
;da  Motor  Corp.  recently  slashed  by 
lird  its  sales  forecast  for  the  new, 
of-the-line  Eunos  Cosmo  sports 
36  it  plans  to  launch  in  April.  Al- 
igh  consumers  are  still  able  to  bor- 
against  their  high-priced  real  estate, 
new  economic  uncertainty  may 
?lch  their  purchases  of  fancy  imports 
1  as  BMWs,  Mercedes-Benzes,  and 
uars,  which  cost  $20,200  to  $94,900. 
3me  companies  may  cut  capital 
iding.  In  March,  worries  about  soft- 
g  steel  demand  led  medium-size  To- 
Steel  Manufacturing  Co.  to  scrap 
is  to  build  one  of  two  blast  furnaces, 
wth  in  capital  spending  this  year  is 
ly  to  be  roughly  half  last  year's  17%. 
E  TO  SQUEEZE.'  Japanese  companies 
'  find  the  era  of  cheap,  easy  money  is 
•.  Japan's  major  securities  firms 
i  temporarily  suspended  all  efforts 
•aise  new  capital  in  Tokyo,  where 
IS  have  stiffened.  Last  October,  for 
uple,  Nissan  Motor  Co.  borrowed 
billion  at  3%%  by  issuing  warrant 
is,  which  offered  investors  rich  re- 
is  as  long  as  Nissan's  stock  rose  on 
Tokyo  exchange.  Now,  "we'd  have 
ettle  for  a  coupon  between  57o  and 
'  says  Nissan  finance  manager  Akira 
enaka.  Japanese  companies  raised 
[  billion  during  1989 — an  amount 
al  to  the  entire  gross  national  prod- 
of  Sweden.  "This  year,  they  will  not 
IS  active,"  says  SRl's  Shimanaka. 
ut  Japan's  big,  cash-rich  companies 
not  change  investment  plans  so 
;kly.  Nissan  still  plans  to  boost  out- 
by  52%,  to  $1.6  billion,  in  1990.  "The 
;ess  can't  stop  as  long  as  there's  a 
ir  shortage  and  the  need  to  further 
)mate,"  Hasenaka  says.  Some  of 
;e  companies  even  think  the  high 
s  give  them  a  chance  to  increase 
■ket  share  against  their  less  wealthy 
ipetitors.  "Major  Japanese  companies 
saying,  'This  is  our  chance.  It's  time 
queeze  our  competitors,'  "  says  Paul 
Summerville,  an  economist  with  Jar- 
I  Fleming  Securities  Ltd  in  Tokyo.  If 
f  do,  Japan  may  emerge  from  this 
'nturn  stronger  than  ever. 

By  Ted  Holden  in  Tokyo 


CANADA  I 


Vim  QUEBEC  UBRC 
HAS  A  FIGHTING  CHANCE 


The  province  has  the  funds  it  needs  for  more  political  separatism 


In  1970,  the  people  of  Quebec  grandly 
prepared  to  declare  independence 
from  English-speaking  Canadians 
who  denied  them  their  language  and  cul- 
ture. But  on  the  eve  of  a  key  election, 
the  Toronto  business  community  staged 
a  demonstration  of  Quebec's  economic 
vulnerability.  Eight  Brink's  armored 
cars  backed  up  to  the  Royal  Trustee  Ltd. 
office  in  Montreal  and  carted  away  mil- 
lions of  dollars  worth  of  currency  to  To- 
ronto. The  message  was  clear.  If  Quebe- 
cois  persisted  in  their  freedom  bid,  they 
would  be  flat  broke  in  a  matter  of  days. 

Today,  separatism  is  again  building  in 
La  Belle  Province.  But  this  time,  the 
threat  has  deeper  pockets.  Since  that  hu- 
miliation 20  years  ago,  Quebec  has  been 


Montreal,  now  supplies  New  York,  Lon- 
don, and  Mexico  City.  Quebecor  Inc.,  a 
big  publishing  company,  recently  pur- 
chased Rupert  Murdoch's  printing  inter- 
ests in  the  U.  S.,  making  it  the  second- 
largest  printer  in  North  America. 
Lavalin  Inc.  and  SNC  Group  rank  among 
the  world's  top  10  construction  engineer- 
ing companies. 

SPECIAL  CAISSE.  Quebec  scored  these 
gains  with  a  French-Canadian  version  of 
corporate  nationalism.  Quebecois  devel- 
oped their  own  training  camp,  Hydro 
Quebec,  a  provincial-owned  management 
school  that  has  taught  a  generation  of 
French-Canadian  executives  and  govern- 
ment ministers,  including  Quebec  Pre- 
mier Robert  Bourassa.  Graduate  man- 


quietly  laying  the  groundwork  for  great- 
er economic  independence.  Its  trade  and 
investment  links  with  the  U.  S.  and  Eu- 
rope are  expanding  fast,  and  it  now  ac- 
counts for  a  25%  share  of  Canada's  econ- 
omy. Muses  Claude  Beland,  a  leading 
Quebec  banker:  "It's  easier  for 
us  to  do  business  North-South  than 
East-West." 

Indeed,  many  Quebec  companies  see 
success  in  the  U.  S.  as  pivotal  to  the 
province's  economic  independence.  Fi- 
nanced by  provincial  venture  funds,  Que- 
bec entrepreneurs  are  selling  furniture, 
fashion,  and  printing  services  across  the 
border,  creating  60%  of  the  new  manu- 
facturing jobs  in  all  Canada.  Bombardier 
Inc.,  which  first  built  subway  cars  for 


agement  schools  in  Montreal  and  Quebec 
City  are  packed  with  students  who  see 
businessmen  as  pop  heroes. 

There's  also  a  provincial  nest  egg,  the 
Caisse  de  Depot  et  Placement,  a  pension 
fund  split  off  from  Ottawa  in  1966.  Now 
worth  $29  billion,  the  Caisse  is  the  foun- 
dation for  much  of  Quebec's  surprising 
financial  strength.  Last  summer,  it 
bankrolled  a  local  buyout  of  Steinberg 
Inc.,  a  grocery  chain,  to  keep  it  out  of 
the  hands  of  "Toronto  interests.  "Quebec 
nationalism  is  a  big  factor,"  explains  Be- 
land, whose  $34  billion  confederation  of 
credit  unions  used  provincial  regulations 
to  corner  367c  of  Quebec  bank  deposits 
and  38%  of  mortgage  business.  "People 
really  understand  they  have  to  work 
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together.  Individualism 
here  is  not  very  popular." 
Quebec  is  also  pressuring 
Ottawa  to  tackle  insur- 
ance industry  deregula- 
tion this  year,  which  will 
allow  the  Quebecois  to 
have  greater  control  over 
their  insurance  needs. 

MORE  POLLUTION.  Such 

newfound  vigor  has 
made  Quebec  far  less  de- 
pendent on  Ottawa.  But 
should  the  separatists 
prevail,  Quebecois  will 
face  complicated  prob- 
lems. The  province's  dy- 
namic exporting  sector 
has  been  grafted  onto  a 
much  weaker  domestic 
economy.  Quebec  still  col- 
lects $2.5  billion  more  in 
benefits  from  Ottawa 
than  it  pays  in  taxes.  William  Watson, 
an  economist  at  McGill  University  in 
Montreal,  estimates  that  the  net  loss 
would  lower  real  incomes  of  Quebecois 
by  5%  to  10%  if  Quebec  separated.  But 
Watson  adds:  "It's  a  survivable  loss." 

It's  unlikely  that  Quebec  will  proclaim 
full  independence.  An  independent  Que- 
bec would  face  some  massive  obstacles. 
World  financial  markets  would  punish 
both  Quebec  and  Canadian  securities  if 


OUEBEC  FASHIONS:  EXPORTS  ARE  BOOSTING  BUSINESS 


the  two  couldn't  agree  on  how  much  of 
the  $300  billion  national  debt  should  be 
borne  by  Quebec.  The  province  would  be 
forced  to  squeeze  more  revenues  from 
certain  profitable,  export-oriented  sec- 
tors, such  as  pulp  and  paper,  and  endure 
more  pollution.  Since  its  trade  with  the 
rest  of  Canada  is  still  slightly  larger 
than  its  exports,  Quebec  can't  afford  to 
be  too  cocky.  Says  Guy  D.  D.  Stanley,  a 
Canadian  scholar  with  Pace  University's 


Institute  for  U.  S. -Canada  Busines 
Studies:  "Quebec  benefits  enormousl 
from  its  relationship  with  Canada." 

But  Quebec  is  likely  to  flex  its  ne^ 
muscle  and  distance  itself  from  Englisl 
speaking  Canada  on  such  controversi? 
goals  as  curbing  the  use  of  English  an 
discriminating  in  favor  of  local  comp; 
nies.  An  intense  national  debate  is  unde 
way  on  defining  Canadian  federalisn 
The  1987  Meech  Lake  Accord,  a  murk 
document  calling  for  the  recognition 
Quebec  as  a  distinct  society,  may  not  b 
ratified  by  a  June  23  deadline. 

Already,  Quebecois  are  studying  goi 
ernmental  alternatives.  While  tourin 
West  Germany  on  a  four-nation  trip  t 
drum  up  trade.  Premier  Bourassa  o 
fered  up  a  vague  new  concept  of  a  Cans 
dian  "sovereignty-association."  He  i 
likely  to  favor  a  system  like  the  Con 
mon  Market,  in  which  Quebec  would  b 
politically  sovereign  but  linked  econom 
cally  with  the  rest  of  Canada. 

Now  that  the  Quebec  business  con 
munity  is  finding  that  nationalism  pay 
off,  local  proponents  of  Canadian  fede: 
alism  are  growing  scarcer.  And  with  i1 
new  economic  power,  the  Quebec  of  th 
future  could  be  more  like  a  France 
Belgium  instead  of  just  one  of  Canada 
10  provinces. 

By  Todd  Mason  in  Montreal,  unth  Wi 
Ham  J.  Holstein  in  New  York 


MEXICO  I 


A  SALINAS  SERENADE: 
FREE  TRADE  WITH  THE  U.S. 


Mexico  may  follow  in  Canada's  footsteps,  but  it'll  take  years 


wi 


'hen  Mexican  President  Carlos 
Salinas  de  Gortari  saw  East- 
ern Europe  becoming  a  rival 
to  Mexico  for  foreign  investment,  he 
knew  he  had  to  do  something  drastic.  So, 
following  a  European  tour  in  February, 
Salinas  sent  top  aides  to  Washington  to 
propose  free-trade  talks  with  the  United 
States — a  move  he  had  long  resisted. 

Salinas'  overture  was  welcome  news 
to  the  Bush  Administration,  which  wants 
a  free-trade  agreement.  Says  one  U.  S. 
trade  official:  "We  look  at  Mexico  as  our 
Eastern  Europe" — a  place  where  the 
U.  S.  can  pour  in  manufactured  goods 
and  invesiment.  Washington  wants  U.  S. 
companies  to  get  the  jump  on  the  Japa- 
nese, who  are  buying  increasingly  into 
Mexico's  economy.  Administration  offi- 
cials also  think  that  investments  that 
boost  economic  growth  could  stanch  ille- 
gal immigration  from  Mexico. 
But  despite  Mexico's  eagerness  to 


talk,  a  North  American  common  market 
of  360  million  consumers  is  probably 
years  off.  Formal  negotiations  aren't 
likely  to  start  until  fall,  although  that 
may  allow  some  progress  before  Presi- 
dent George  Bush  hosts  world  leaders  at 
an  economic  summit  in  Houston  in  July. 

Labor  and  industry  groups  in  both 
countries  have  vastly  different  expecta- 
tions about  the  rewards  of  free  trade. 
U.  S.  trade  unions  fear  the 
further  loss  of  jobs  to 
Mexico,  and  Mexican  in- 
dustrialists don't  want  to 
be  swamped  by  big  U.  S. 
companies.  U.  S.  bankers 
want  free  access  to  Mexi- 
co's nationalized  banking 
system.  Mexico  wants  to 
send  more  workers  north 
of  the  border.  Canadians 
are  also  concerned:  After 
negotiating  an  exclusive 
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deal  with  the  U.  S.,  they  don't  want  th 
U.  S.  and  Canadian  economies  ove 
whelmed  by  a  flood  of  cheap  Mexica 
goods.  "We'll  be  watching  and  monito 
ing  closely,"  says  Derek  Burney,  Cam 
da's  ambassador  to  the  U.  S. 
FALLING  SHORT.  Salinas  has  already  bu' 
his  recovery  plan  around  closer  ties 
the  U.  S.,  and  he's  trying  to  drum 
foreign  investment.  The  promise  of  a 
cess  to  a  huge  U.  S.-Canadian-Mexic 
market  would  make  Mexico  attract! 
not  only  to  U.  S.  manufacturers  but  al 
to  Japanese  and  European  companies. 

Even  without  a  common  market,  t 
Mexican  and  U.  S.  economies  have  be. 
drawing  closer.  Mexico  is  Americ; 
third-largest  trading  partner  after  Can; 
da  and  Japan,  and  U.  S.  industry  has  s( 
up  more  than  1,300  border  assemb' 
plants,  or  maquiladora 
to  take  advantage  of  lo 
Mexican  labor  costs.  Bi 
that  is  far  short  of  bro; 
economic  integration.  Tl 
U.  S.  and  Mexican  econ 
mies  are  still  so  differei 
that  working  out  a  wid 
reaching  free-trade  pact 
a  task  for  the  decade. 

By  Stephen  Baker  in  Me 
ICO  City  and  Paul  Magnu 
son  in  Washington 
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Hotels  8^  Resorts 


In  praise  of  simple 
comforts. 

On  the  road,  comfort  is  not  a  luxury.  It  is  a  necessity. 
One  that  demands  the  most  careful  planning  and 
meticulous  attention  to  detail.  Acknowledging  these 

facts,  the  people  of  Westin, 
worldwide,  take  pride... 
not  merely  to  satisfy,  but 
to  anticipate  each  guest's 
individual  needs.  And 
guests  rest  assured  of  find- 
ing that  special  atmosphere 
Dreyia  Alexander, 
Director  of  Housekeeping      which  is  at  once  caring. 
The  Westin  Galleria  and 

The  Westin  Oaks,  HousUm      comfortable,  civilized. 


ACAPULCO  •  ATLANTA  •  BOSTON  •  CAl.GARY  •  CANCUN  •  CHICAGO 
-IICAGO  (O'HARE)  •  CINCINNATI  •  DALLAS  •  DENVER  •  DETROIT  •  EDMONTON 
.L  PASO  .  FORT  LAUDERDALE  •  GUADALAJARA  •  GUATEMALA  CITY  •  HILTON 
H^P  ISLAND  •  HON<;  KONG  •  HOUSTON  •  INDIANAPOLIS  •  IXTAPA  •  KANSAS 
(TPY  .  KAUAI  •  KYOTO  •  LOS  ANGELES  •  MANILA  •  MANZANILLO  •  MAUI 
M.\ZATLAN  •  MEXICO  CITY  •  MONTERREY  •  NAPLES,  FL  •  NEW  ORLEANS 
W  YORK  •  ORANGE  COUNTY  •  ORLANDO  •  OTTAWA  •  PHOENIX  •  PITTSBURGH 

PL'ERTO  VALLARTA  •  PUSAN  •  RANCHO  MIRAGE  (PALM  SPRINGS  AREA) 
U.LO  .  SAN  FRANCISCO  •  SAN  FRANCISCO  AIRPORT  •  SAN  SALVADOR  •  SEATTLE 
SEOUL  .  SHANGHAI  •  SINCJAPORE  •  TOKYO  •  TORON  lO  •  TUCSON  •  TULSA 
VAIL  ■  VANCOUVER  •  WASHINGTON,  D.C.  •  WINNIPEG 


■m  points  toward  exciting  Westin  vacations  by  joining  Westin  Premier,  our  frequent 
guest  program.  United  Airlines  Mileage  Plus,  Air  CMnada  Aeroplan,  Northwest 
Airlines  WORLDPERKS,  and  USAir  Frequent  Traveler  members  earn  miles 
participating  Westin  Hotels  (jf  Resorts. 


Call  your  travel  consiUtant  or  800-228-3000. 


"Let's  face  it. 

Jobs  don't  epme 

with  a  lifetime 
guarantee 
anymorer 


So  how  can  you  protect  yourself  financially? 
Life  Insurance  For  Livingr  from  us.  We've  ranked  first 
in  dividend  performance  more  times  than  any  other 
company  over  the  last  50  years. 

With  superior  dividend  performance,  the  dollar 
value  of  life  insurance  can  build  up  faster.  This  can  put 
greater  assets  at  your  disposal,  and  could  give  you  the 
financial  freedom  you  need  to  control  your  future. 

Suppose  you  get  swept  out  of  your  job  by  a  merger. 
Kids  in  college,  a  mortgage  on  a  house  with  a  sweeping 
view. .  .with  the  help  of  Life  Insurance  For  Living^  you 
could  make  it  through. 

Or  say  you  spend  years  climbing  the  corporate  ladder,  and 
decide  youVe  had  enough.  You  could  say  "enough"  and  start 
your  own  business. 
Whatever  the  situa- 
tion. Life  Insurance  For  Living"""  could 
put  you  in  a  better  situation  to  deal  with  it. 

So  do  your  future  a  favor.  Talk  to  a 
Northwestern  Mutual  Life  agent  about 
Life  Insurance  For  Living!"" 

Life  Insurance 
For  Livingr 


TIMES  RANKED  #1  LAST  50  YEARS 

Nprthwestern 
Mutual  Life' 
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Flitcraft  Compend  and  Best  s  Fhtcratt  Compend  for  the  years 
1940-1989  Dividends  are  not  an  estimate  or  guarantee  of 
tuiure  results  Policy  value  increases  by  applying  dividends 
ti  ward  additional  paid-up  insurance 
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EDITED  BY  JOHN  PEARSON 


HE  SOVIET  SOLDIER'S  NEXT  ENEMY 
lAY  BE  UNEMPIOYMENT 


^  fter  40  years  of  superpower  rivalry,  the  U.  S.-Soviet 
arms  race  is  suddenly  turning  into  a  downward  spiral 
^^of  disarmament  and  demobilization.  That  prospect  is 
sing  heartburn  in  the  Pentagon,  where  Defense  Secretary 
lard  B.  Cheney  and  armed  services  chiefs  are  agonizing 
^-  proposals  to  abandon  weapons  projects  and  shut  down 
?s.  But  Soviet  military  leaders  face  even  harsher  cutbacks, 
resident  Mikhail  Gorbachev  is  shrinking  the  symbol  of 
iet  pride  and  power,  the  Red  Army,  and  other  Soviet 
es.  And  despite  his  military  muscle-flexing  in  Lithuania, 
bachev  is  drastically  scaling  down  the  basic 
sion  of  Soviet  armed  forces.  Starting  with  last 
r's  withdrawal  from  Afghanistan,  Gorbachev 
ulling  back  troops  and  evacuating  bases  from 
t«m  Europe  to  Vietnam's  Cam  Ranh  Bay.  He 
also  pushed  through  a  fundamental  shift  in 
iet  military  doctrine  from  its  former  emphasis 
affense  to  a  more  modest  goal  of  defensive 
fficiency."  The  result  is  a  mood  of  self-doubt 
>ng  Soviet  soldiers  somewhat  like  the  "Viet- 
i  syndrome"  suffered  by  American  troops  re- 
ling  from  that  war.  The  Soviets  "have  got  the 
han  syndrome  doubled  in  spades  with  their 
d  withdrawal  and  the  questioning  of  their 
jion  there,"  says  William  J.  Taylor,  director  of 
tical-military  studies  at  Washington's  Center 
Strategic  &  International  Studies. 
D  WELCOME.  The  military  downsizing  began  with  Gorba- 
^'s  December,  1988,  pledge  to  cut  500,000  troops.  Total 
iet  military  manpower  declined  by  265,000  in  1989,  the 
mlin  says,  to  about  4  million  now.  Another  reduction  of 
000  is  planned  for  this  year.  U.  S.  military  strength,  by 
parison,  is  currently  2.1  million  and  is  likely  to  fall  more 
dually  under  budget  constraints.  Troop  strength  won't  be 
^cted  much  on  either  side  by  the  pact  to  curb  nuclear  arms 
;  Gorbachev  and  President  Bush  aim  to  sign  at  their  June 
imit.  But  Western  diplomats  in  Moscow  expect  a  further 
000  shrinkage  in  Soviet  forces  resulting  from  a  troop  pull- 


back  from  Mongolia  and  from  negotiations  on  German  reunifi- 
cation. By  the  mid-1990s,  it  seems  likely  that  Soviet  military 
personnel  will  fall  below  3  million  and  that  all  of  the  565,000 
Soviet  occupying  troops  will  be  out  of  Eastern  Europe. 

But  coming  home  is  a  hardship.  Among  the  120,000  troops 
already  heading  back  from  Hungary  and  Czechoslovakia,  offi- 
cers with  families  face  a  severe  housing  shortage  and  over- 
crowded schools  for  their  children.  Moreover,  says  a  Western 
diplomat  in  Moscow,  Soviet  military  personnel  "are  feeling 
exposed  because  they  are  getting  no  political  support."  More 
open  public  discussion  has  unleashed  popular  crit- 
icism of  the  army  and  even  personal  assaults  in 
some  regions,  officers  complain.  Growing  social 
and  ethnic  ferment  are  also  spurring  increased 
draft  dodging  and  desertions,  along  with  contro- 
versy over  the  use  of  army  troops  to  quell  rioting, 
as  in  Azerbaijan  this  year.  In  a  recent  meeting  of 
the  All-Army  Officers  Assembly,  a  military  fo- 
rum. Chief  of  the  General  Staff  Mikhail  Moiseyev 
defended  a  rule  allowing  25%  of  non-Russian  sol- 
diers to  serve  in  their  home  districts.  Without 
such  a  concession,  Moiseyev  warned,  resistance  to 
military  service  would  be  even  more  widespread. 

Besides  personnel  cutbacks,  perestroika  calls 
for  converting  many  military  plants  to  production 
of  civilian  goods.  So  far,  officials  say,  only  29 
factories  have  switched.  But  Gorbachev's  new 
economic  adviser,  Nikolai  Petrakov,  argues  that  many  such 
conversions  are  uneconomical,  anyway.  If  his  view  prevails,  in 
the  fast-track  shift  to  a  market  economy  that  Gorbachev  is 
now  planning,  military  and  civilian  plants  alike  will  have  to 
find  products  they  can  make  competitively  or  shut  down. 

In  the  past,  the  huge  armed  forces  and  military-industrial 
complex  braked  the  Soviet  economy  by  draining  off  resources 
and  scarce  manpower.  Now,  under  perestroika,  there  may  be 
a  scarcity  of  jobs  and  rising  unemployment  when  Ivan  comes 
marching  home. 

Bi/  Rose  Brady  in  Moscow  and  Dare  Griffiths  in  Wa^ttington 
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racked  by  100%  monthly  inflation 
and  a  brutal  guerrilla  war,  Peru  is 
ely  to  be  the  next  Latin  American 
antry  to  try  free-market  policies  to 
ad  off  economic  collapse.  Novelist 
d  political  newcomer  Mario  Vargas 
3sa,  an  advocate  of  market  econom- 
i  who  heads  a  three-party  coalition,  is 
pected  to  win  a  plurality  on  Apr.  8, 
the  first  round  of  Peru's  presidential 
ictions.  That  should  make  him  the 
vorite  to  win  a  June  3  runoff. 
Vargas  Llosa's  promise  of  tough  re- 
rms  to  reduce  government  bureau- 
icy  and  check  inflation  have  won 
ddle-class  support  for  his  conserva- 


tive Democratic  Front.  But  the  country 
is  deeply  polarized.  The  runner-up, 
polls  suggest,  could  be  either  former 
Finance  Minister  Luis  Alva  Castro,  the 
candidate  of  the  center-left  apra  Par- 
ty, or  Marxist  former  Lima  Mayor  Al- 
fonso Barrantes  Lingan. 

ISRAH  

The  growing  support  of  small  reli- 
gious parties  for  peace  initiatives  is 
reshaping  Israeli  politics.  On  Mar.  26, 
tiny  Torah  Flag,  with  just  two  seats  in 
the  Knesset,  blocked  the  Labor  Party's 
chances  of  forming  a  new  government 
by  refusing  to  join  it.  Although  the 
decision  was  based  on  religious  issues, 
Torah's  leader.  Rabbi  Eliezer  Mena- 


chem  Schach,  nevertheless  has  made  it 
clear  that  he  backs  peace  approaches 
such  as  Labor's  that  are  based  on  giv- 
ing up  occupied  lands. 

The  shift  toward  such  dovish  views 
among  religious  leaders,  who  tradition- 
ally have  allied  themselves  with  the 
conservative  Likud  bloc,  is  likely  to  in- 
fluence future  governments.  Rabbi 
Ovadiah  Yosef ,  leader  of  the  Shas  Par- 
ty, with  six  Knesset  seats,  brought 
down  Prime  Minister  Yitzhak  Shamir's 
Likud  government  by  insisting  that  it 
accept  U.  S.  proposals  for  Israeli-Pales- 
tinian talks.  And  legislators  from  the 
Agudat  Israel  Party,  with  five  seats, 
say  they  would  be  willing  to  join  with 
leftists  to  advance  the  peace  process. 
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Power  seats  and  power  door  locks 
are  convenient  touches. 

But  engineering  that  offers 
you  a  warranty  that's  even  better 
than  Rolls  or  Mercedes 
is  a  real  advantage. 


Available  Mark  Cross  leather, 
an  eight-way  power  seat  with 
memory  and  Infinity  II  stereo. 
Automatic  speed-sensitive  door 
locks.  More  legroom  than  the  big- 
gest Cadillac. 

All  thoughtful  and  convenient 
touches  that  belong  in  a  luxury 
car.  But  hardly  more  thoughtful 
than  the  reliability  of  Fifth  Ave- 
nue's engineering.  Or  more  im- 
portant than  engineering  that  has 
the  full  confidence  of  the  carmaker 
Warranty. . .  better  than  Rolls 
or  Mercedes. 

Fifth  Avenue  comes  with  the 


Chrysler's  Crystal  Key  Program 

BASK  CAR 
WARRANTr 

Covefs  entire 
car  except 
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PROTECTION 

CHRYSLfR 
NEW  YORKER 
RFTH  AVENUE 
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50,000 
MILES 

5  YEARS/ 
50,000 
MILES 

NONE 

7  YEARS/ 
70,000 
MILES 

7  YEARS/ 
100,000 
MILES 

CADILLAC 
DEVLLE 

4  YEARS/ 
50.000MI 

4  YEARS/ 
50,000  Ml 

$100  AFTER 
1YR  /U  OOOMi 

4  YEARS/ 
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6  YEARS/ 
lOOOOOMi 

LMCOUt 
CONTWBnAL 

1  YEAR/ 
12,000Mi 

6  YEARS/ 
6O,OO0Mi 

$100  AFTER 
1YR  /12,000Mi 

6  YEARS/ 
60.000ML 

6  YEARS/ 
100000  Ml 

LiXUS 

4  YEARS' 
50,OOOMi 

4  YEARS/ 
5O,OO0Mi 

NONE 

6  YEARS' 
70.000  Ml 

6  YEARS/ 
UNLIMITED 

ROLLS  ROYCE 
CORNICHE 

3  YEARS/ 
UNLIMITED 

3  YEARS/ 
UNLIMITED 

NONE 

3  YEARS/ 
UNLIMITED 

3  YEARS/ 
UNLIMITED 
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560  sa 

4  YEARS/ 
M.OOOMi 

4  YEARS/ 
SO,OO0Mi 

NONE 

4  YEARS/ 
50,000  Ml 

4  YEARS/ 
5O,OO0Mi 

most  comprehensive  protection 
of  any  luxury  sedan.  Crystal  Key 
Owner  Care  provides  coverage! 
from  bumper  to  bumper  for  51 
years  or  50,000  milesr  It  covers] 
engine,  powertrain,  air  condition- 
ing, steering,  suspension,  elec- 
trical and  electronic  components. 
Not  even  Rolls  or  Mercedes  can| 
match  it. 

The  Chrysler  Fifth  Avenue. 
Luxury  with  bumper  to  bumper  j 
confidence. 

T/wO 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  al  your  Chrysler-Plymouth  Dealer 


Aclvantage:Chrysler 

'See  limited  warranties  at  dealer.  Restrictions  apply.  Excludes  normal  maintenance,  a(justments  and  wear  items.  Deductible  on  powertrain 
after  5/50.  Based  on  competitive  warranty  information  at  time  of  printing.  Legroom  vs.  Cadillac  Brougham. 
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;  KEITH  McCANTS 
UMBLING  HIS  FUTURE? 


estions  about  his  agent  may  cost  him  his  spot  as  No.  1  draft  pick 


ust  weeks  ago,  Keith  McCants  had 
the  world  in  his  lociter.  Believing 
the  prediction  of  sportswriters  that 
A'ould  be  the  top  pick  in  this  year's 
ional  Football  League  draft,  the  21- 
r-old  star  linebacker  from  Mobile  de- 
d  to  forgo  his  final  season  at  the 
versity  of  Alabama  and  turn  pro. 
suddenly,  his  game  plan  is  coming 
rt,  and  the  $6  million-plus  contract 
expected  could  slip  through  his  fin- 
5.  The  Atlanta  Falcons,  which  has 
t  pick  in  the  NFL  draft,  slated  to  take 
e  on  Apr.  22-23,  is  hinting  that 
fiay  straight-arm  McCants,  who  is 
sly  lauded  as  the  next  Lawrence 
lor,  the  all-pro  linebacker  of  the 
V  York  Giants. 

Tiy  the  reversal?  McCants  may  have 


I'M  THE  ONE  WHO  HAS  TO  PERFORM  ON  THE  FIELD 


hurt  himself  by  breaking  an  unwritten 
NFL  rule:  Don't  hire  an  agent  who  is 
viewed  as  an  outcast  by  the  clubby  NFL 
Establishment.  "He's  no  longer  a  lock 
for  No.  1,"  says  Fred  Edelstein,  publish- 
er of  Edelstein's  Pro  Football  Letter. 
"There's  talk  of  payments  under  the  ta- 
ble, and  that  raises  questions  about  his 
character." 

McCants  and  his  agent,  San  Antonio 
attorney  Lance  J.  Luchnick,  both  deny 
rumors  of  illegal  payments  to  a  member 
of  McCants'  family  as  an  inducement 
for  the  player  to  sign  with 
the  agent.  But  the  Atlanta  Journal- 
Constitution  quoted  an  unidentified 
member  of  McCants'  family  on  Mar.  20 
as  saying  the  money  was  paid.  Fami- 
ly members  did  not  return  BUSINESS 
week's  calls. 

According  to  a  vari- 
ety of  sources,  Luch- 
nick's  background  is  be- 
ing widely  discussed  by 
NFL  general  managers. 
Luchnick  declared  per- 
sonal bankruptcy  in 
April,  1989,  after  a  tor- 
rent of  court  accusa- 
tions against  him.  In 
Dallas,  a  jury  entered  a 
judgment  against  him 
for  not  properly  aiding 
a  former  client.  Cliff 
Levingston,  now  play- 
ing with  the  Atlanta 
Hawks  of  the  National 
Basketball  Assn.,  in 
preparing  his  taxes. 
Luchnick  also  has  been 
accused  in  lawsuits  of 
mismanaging  the  fi- 
nances of  former  cli- 
ents Charles  Barkley  of 
the  Philadelphia  76ers, 
Robert  Reid  of  the 
Charlotte  Hornets,  and 
Vinnie  Johnson  of  the 
Detroit  Pistons.  Luch- 
nick denies  any  wrong- 
doing. "Anything  I've 
done  in  life  has 
been  honest  and  by  the 
law,"  he  says. 
No  one  would  proba- 


Chr)«ier 

presents 

/the 
luxiuycar 

lease 
advanage. 

$^^^  month. 
Chr)'sler  New  Yorker  Fifth  Avenue 


Now  you  can  get  the  Chrysler  advantage 
of  a  luxury  car  lease  without  the  luxury  car 
price.  Chrysler's  Special  Gold  Key  Lease. 
This  exclusive  program  offers  you  the 
advantage  of  unusually  low  financing  rates. 
The  results  are  exceptionally  affordable 
monthly  payments  on  one  of  the  most 
lux-urious  Chiyslers  ever  built.  New  Yorker 
Fifth  Avenue. 

It  comes  with  luxury  amenities  standard, 
such  as  climate-controlled  air  conditioning, 
a  power  driver's  seat  and  a  multi-speaker 
sound  system.  You  also  get  Chrysler's 
Crystal  Key  owner  carel  The  best  luxury 
sedan  warranty  in  the  industry.  It's  even  bet- 
ter than  Lexus,  Rolls  Royce  or  Mercedes. 

There  may  never  be  an  easier  way  to 
enter  the  world  of  Chrysler  luxury  than  with 
this  Special  Gold  Key  Lease  program.  Don't 
delay.  See  your  Chrysler-Plymouth  dealer 
for  all  the  details. 

Advantage:  Chrysler. 

■  M'  mthiy  It- ase  paymeni  example  based  on  sticker  pnce  of  this  vehj- 
i.  le.  including  Iaixur>-  Equipment  Package  and  destinaUon  charges. 
-Ml  taxes,  title  and  reKi^tration  fees  not  included  Monthly  payment 
example  based  on  $4,594.60  down  payment,  with  a  refundable 
security  deposit  of  $35(J  plus  first  month's  payment  of  S339.42  re- 
quired in  advance.  48  monthly  payments  of  $339.42  to  total 
$16,292.16.  \ou  may  have  the  option  to  purchase  the  vehicle  at  lease 
end  at  a  pnce  negotiated  with  the  dealer  at  lease  inception.  Lessee 
IS  responsible  forexcess  wear  and  tear  and  mileage  over  60.(X)0  at 
H  cents/mile.  I^ase  rate/residual  subject  to  change.  "''See  limited 
warranty  at  dealer.  Restrictions  apply.  Exclud*es  normal 
maintenance,  adjustments,  wear  items. 
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1  Exxon 
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General  Motors 
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Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 
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E  1  du  Pont 

8                   Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 
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General  Electric 

1 1                                Gulf  Oil 

12 

Atlantic  Ricfifield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 
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27 
million 
Americans 
can't  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


Coalition  for  Literacy 
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bly  give  a  pig's  skin  whom  McCants  has 
as  an  agent  were  he  not  the  possible 
No.  1  draft  choice— and  a  pioneer.  Ex- 
cept in  rare  cases,  the  NFL  has  stuck  to 
a  poHcy  of  not  drafting  players  until 
their  eligibility  to  play  collegiate  foot- 
ball has  expired.  But  this  year,  under 
the  threat  of  antitrust  action,  the  field  is 
clear  for  college  juniors.  There  are  al- 
most two  dozen  prospects  such  as 
McCants,  Jeff  George  of  Illinois,  Andre 
Ware  of  Houston,  and  Emmitt  Smith  of 
Florida  who  want  to  leave  college  early 
and  make  a  run  for  the  megabucks  in 
the  NFL.  If  they  earn  the  kind  of  money 
they're  expecting,  next  year's  departure 
of  college  juniors  for  the  pros  could  be- 
come a  stampede. 

But  McCants'  experience  so  far  shows 
that  the  tactic  is  not  risk-free.  Both  col- 
leges and  the  NFL  are  concerned  that 
naive  underclassmen,  free  to  quit  col- 
lege and  join  the  NFL, 
might  be  seduced  by 
agents  promising  them 
dream  contracts  they 
might  not  be  able  to  de- 
liver. That  is  why  Dick 
Schultz,  executive  direc- 
tor of  the  National  Col- 
legiate Athletic  Assn., 
is  proposing  that  ju- 
niors be  allowed  to  see 
how  they  rank  in  the 
draft  before  making  a 
decision:  If  they  dislike 
their  position,  they 
could  return  to  school.  But  once  they 
hire  an  agent,  he  believes,  their  option 
to  return  to  college  would  be  foreclosed. 
CENSURE?  Not  surprisingly,  McCants  is 
confused  by  the  brouhaha.  "I'm  the  one 
who  has  to  perform  on  the  field,"  he 
says.  "The  agent  I  pick  has  nothing  to 
do  with  that."  Referring  to  complaints 
from  NBA  players  that  Luchnick  used 
power-of-attorney  agreements  to  invest 
their  money  fraudulently,  McCants  says 
he  would  never  sign  such  a  pact.  He 
adds  matter-of-factly:  "The  man  can't 
steal  what  he  can't  touch." 

McCants  says  he  chose  Luchnick  be- 
cause he  admired  the  agent's  skill  at 
negotiating  big-buck  contracts  for  NBA 
players.  The  Brooklyn  native,  who  has 
been  a  sports  agent  for  13  years,  scored 
his  biggest  coup  in  January  when  he 
obtained  a  $9.5  million,  six-year  contract 
for  client  Terry  Catledge  of  the  Orlando 
Magic  basketball  team. 

The  questions  now  being  asked  by 
NFL  general  managers  center  on  a  long 
list  of  former  Luchnick  clients.  For  ex- 
ample, the  Hawks'  Levingston  was 
awarded  $52,000  primarily  because  his 
taxes  were  mishandled.  But  separate  ev- 
idence at  the  trial  exposed  an  underside 
of  the  athlete-agent  business  that  the 


FOOTBALL'S 
ROAD  TO  RICHES 


AVERAGE  SALARY  Of 
FIRST-ROUND  PICKS 
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NFL  and  other  professional  sport 
leagues  abhor.  Court  records  showei 
that  Luchnick  made  payments  to  Lev 
ingston's  high  school  coach  in  Califomi:| 
as  part  of  the  agent's  successful  can-.i 
paign  to  recruit  the  player  while  he  wa 
attending  college.  Typically,  the  higl| 
school  coach  remained  a  father  figure  t' 
Levingston,  who  grew  up  in  a  singki^ 
parent  home.  j 
Other  former  clients  accused  Luchj 
nick  of  mismanagement.  Records  a 
Bankruptcy  Court  in  San  Antonio  shov 
that  the  Hornets'  Robert  Reid  is  df 
manding  $450,000  from  Luchnick.  Th 
player  accuses  Luchnick  of  convertini 
Reid's  funds  to  his  own  use  as  well  a 
investing  money  in  several  real  estat 
tax-shelter  deals  without  Reid's  knowj 
edge.  Worse,  because  Luchnick  allegec 
ly  did  not  maintain  adequate  records 
Reid's  complaint  says  that  tax  deduc 
tions  have  been  disa. 
lowed  by  the  Interna 
Revenue  Service. 

Luchnick  declines  t 
discuss  his  personal  f 
nances  other  than 
say  Reid's  claim  is  clos 
to  being  settled.  Luch 
nick  likely  will  pledg 
that  once  his  debts  ar 
extinguished,  he  wii 
turn  over  a  portion  o 
his  future  income  t 
Reid  and  other  athletes 
There  could  be  trou 
ble  on  that  score,  however.  Charle 
Grantham,  executive  director  of  the  N? 
tional  Basketball  Players  Assn.,  says  a: 
adverse  ruling  on  an  investigation  nov 
under  way  could  lead  to  decertifyini 
Luchnick  as  an  agent  eligible  to  repn 
sent  NBA  players. 

Still,  even  if  Luchnick  is  censurec 
competing  agents  think  at  least  one  NF 
team  will  pick  McCants.  But  a  fall  fror 
being  first  choice  this  year  could  cos 
him  dearly.  There  usually  is  a  large  ga 
between  the  dollars  going  to  the  to 
pick  and  other  first-rounders.  And  thi 
year,  that  disparity  could  widen  becaus 
NFL  teams  will  be  flush  with  cash.  Th 
league  just  signed  new  television  cor 
tracts,  and  that  has  boosted  per-team  T 
income  from  last  season's  $17  million  t 
$26  million  this  year. 

Luchnick  knows  that,  although  he  wi 
not  disclose  what  he  will  ask  fo 
McCants.  Another  agent  says  if  he  wer 
handling  McCants,  he  would  ask  for  a 
least  $6  million  over  five  years,  incluc 
ing  a  $2  million  signing  bonus.  But  thai 
he  says,  would  be  possible  only  i 
McCants  were  the  No.  1  pick.  With  th 
Luchnick  controversy  intensifying,  th 
linebacker  could  wind  up  eating  dirt. 

By  Chuck  Hawkins  in  Mobile,  Ah 
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SPORTS  BUSINE 


There's  only  one  word 
processor  thaf  s  as  easy  to 
pick  up  as  ours. 


Forget  everything  you've  heard  about 
word  processing  software. 

That  the  software  takes  too  much 
time  to  learn. That  they  have  all  sorts  of 
features  you'll  never  use.  That  it's  a  lot 
easier  to  pick  up  a  pen  and  start  writing. 

Professional  Write*  from  Software 
Publishing  Corporation  can  do  every- 
thing from  a  simple  memo  to  a  com- 
plex report.  Yet  all  you  do  to  start 
using  Professional  Write  is  to  turn  it  on. 


Professional 
Write 


You  don't  need  to  spend  hours  por- 
ing over  manuals  or  sitting  in  classes. 
And,  there  are  simple  on-screen 
menus  to  take  you  from  start  to  finish. 

Professional  Write  wasn't  just 
named  for  professionals,  it  was  de- 
signed for  professionals.  No  wonder 
it's  the  best-rated,  best-selling  executive 
word  processing  software.  ^  ,  ^  ^.t-t WA  T? 
Want  proof?  Put  down    ^J|[;^    C»       1  W A K C 


your  pen  and  call. 


X^PUBLISHING 


FOR  A  FREE  TRIAL  DISK  CALL  1-800-345-2888,  OPERATOR  60 


In  Canada  call  1-416-566-0566.  Runs  on  IBM  PC  and  MS  DOS  compatibles.  Professional  Write  is  a  registered  trademark  of  Software  Publishing  Corporation 
O1990  Software  Publishing  Corporation.  1901  Landings  Dr.,  Mountain  View,  CA  94039-7210. 


AGRICULTURE  I 


A  TEMPEST  IN  A 
COTTONFIELD 


Are  Calgene's  herbicide-resistant  seeds  a  boon  or  a  biohazard? 


c 


|algene  Inc.  Chairman  Roger  H. 
Salquist  anticipated  a  big  success. 
IHis  biotech  company  had  just 
proved  it  could  make  cotton  plants  that 
are  resistant  to  bromoxynil,  a  herbicide 
produced  by  French  chemical  maker 
Rhone-Poulenc.  Bromoxynil  is  safer  and 
degrades  faster  than  some  herbicides 
used  on  cotton,  so  a  farmer  using  Cal- 
gene's seeds  could  spray  for  weeds  with 
less  damage  to  the  environment. 

Instead  of  laurels,  however,  Salquist 
reaped  protests,  including  one  on  Mar. 
19  at  his  Davis  (Calif.)  headquarters. 
Representatives  from  the  Environmental 
Defense  Fund  and  the  National  Toxics 
Campaign,  among  other  groups,  accused 
Calgene  and  its  fellow  chemicals  makers 
of  a  conspiracy  to  keep  farmers  wedded 
to  herbicides — and  keep 
them  from  turning  to 
alternative  farming 
methods.  Salquist,  who 
calls  himself  a  "commit- 
ted environmentalist," 
was  livid.  "The  environ- 
mental movement  has 
been  preempted  by  irre- 
sponsible sensational- 
ism," he  fumes. 
NEW  SKILLS.  Even  if 
he's  right,  he  had  better 
get  used  to  it.  The  brief 
detente  between  bio- 
technology and  environ- 
mentalism  is  once  more 
tilting  toward  conflict. 
A  few  years  ago,  the 
two  camps  clashed  over 
setting  loose  new,  possi- 
bly dangerous  forms  of 
life,  such  as  microor- 
ganisms that  keep  frost 
from  forming.  Now,  en- 
vironmentalists favor 
"sustainable"  agricul- 
ture, practices  that  cur- 
tail the  use  of  chemicals 
and  pricey  technology. 

The  Biotechnology 
Working  Group,  a  coali- 
tion of  IS  environmen- 
tal, farm,  consumer, 
and  church  concerns,  is- 
sued a  blistering  report 


last  month  on  the  use  of  biotechnology 
to  make  crops  herbicide-resistant.  Called 
Biotechnology's  Bitter  Harvest,  it  cites 
safety  and  pollution  concerns — and  the 
challenge  to  sustainable  agriculture, 
which  uses  creative  planting  regimens 
and  improved  cultivation  techniques, 
among  other  strategies,  to  make  chemi- 
cals unnecessary.  "We're  developing 
farming  systems  that  pursue  efficiency 
through  people's  skills  and  time  instead 
of  buying  new  products,"  says  a  farm 
group  representative. 

The  report's  findings  have  been  wide- 
ly challenged  by  academics  and  industry. 
"Bitter  Harvest  is  full  of  misconcep- 
tions," declares  Will  D.  Carpenter,  vice- 
president  for  technology  at  Monsanto 
Agricultural  Co.,  which  is  engineering 


WHO'S  GROWING  HERBICIDE-RESISTANT  CROPS 


Herbicide 

Company 

Crops 

BROMOXYNIl 

Calgene,  Rhone-Poulenc 

Cotton,  soybeans,  tobacco, 
tomatoes 

GLYPHOSATE 

Monsanto,  Rhone-Poulenc, 
Hoechst,  four  others 

Alfalfa,  canolo,  cereals,  corn, 
cotton,  forest  trees,  soybeans, 
sugar  beets,  tobacco,  tomatoes 

IMIDAZOLINONES 

Allelix,  American  Cyanamid, 
Molecular  Genetics 

Corn,  canola 

PHOSPHINOTHRICIN 

Plant  Genetic  Systems 

Potatoes,  sugar  beets,  tobacco, 
tomatoes 

SULFONYLUREAS 

Du  Pont,  Sandoz, 
Advanced  Genetic  Sciences 

Soybeans,  tobacco 

DATA  BIOTECHNOLOGY  WORKING  GROUP 
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tolerance  of  its  own  herbicide,  Round- 
up, into  such  crops  as  cotton,  soybeans, 
and  canola.  Still,  sustainable  agriculture 
is  catching  on.  On  Mar.  26,  the  chairman 
of  the  Senate  Agriculture  Committee, 
Patrick  J.  Leahy  (D-Vt.)  introduced  a  bill 
that  would  outlaw  using  federal  money 
for  herbicide-resistance  research.  "Let's 
help  farmers  grow  more  with  less  pesti- 
cides, instead  of  helping  chemical  compa- 
nies sell  more  herbicides,"  says  Leahy, 
He  favors  a  tenfold  increase  in  federa 
funding  for  research  aiding  sustainable 
agriculture,  to  $50  million  a  year. 

All  this  could  spell  trouble  for  compa- 
nies such  as  Calgene.  Activists  say  pro- 
tests aimed  at  Calgene,  the  University  oi 
Minnesota,  and  others  involved  in  herbi- 
cide research  are  just  the  start.  They 
also  hint  at  legal  action  to  keep  products 
off  the  market.  "The  regulatory  struc- 
ture is  a  mess  and  legally  vulnerable," 
says  Jack  Doyle  of  the  Environmental 
Policy  Institute. 
BETRAYED  PROMISE.  Not  all  environmen- 
talists want  biotechnologists  to  pack  up 
their  test  tubes.  The  preferred  role  foi 
biotechnology,  argues  Jane  Rissler  oi 
the  National  Wildlife  Federation  and 
co-author  of  Bitter  Harvest,  is  to  engi- 
neer into  plants  such  qualities  as  resi& 
tance  to  disease  and 
pests.  Right  now,  "thai 
promise  is  being  be^ 
trayed,"  she  says.  It's 
true  that  Monsanto, 
Ciba-Geigy,  Calgene 
Du  Pont,  and  others  arc 
working  on  such  proj 
ects.  But  they  are  diffi- 
cult and  time-consum- 
ing. Salquist,  for  one. 
believes  that  wholesale 
conversion  to  sustain' 
able  agriculture  is  s 
"pipe  dream."  He  in^ 
sists  that  products  such 
as  Calgene's  represeni 
a  shift  to  safer  cheml 
cals,  not  to  wider  use  o\ 
them. 

He's  no  doubt  partlj 
right,  and  the  environ 
mentalists  may  be,  too 
Says  Jerry  D.  Caulder 
president  of  agro-bio 
tech  company  Mycogen 
"This  is  like  the  stor] 
of  a  divorce,  with  his 
story,  her  story — am 
the  one  in  the  middk 
that  nobody  wants  t( 
talk  about." 

By  Joan  O'C.  Hamil 
ton  in  San  Francisco 
with  Vicky  Cahan  it 
Washington 


SCIENCE  &  TECHNOLOl 


There  are  two 

kinds  of  imcMons 
in  the  computer 

^  business. 
The  onesyou  just 

talkabout 
Andthe  onesyou 
actuallyuse 
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Hardly  a  week  goes  b\'  that  you  don't 
read  a  dramatic  announcement 
touting  one  personal  computer  in- 
no\'ation  or  another 

It  all  sounds  impressi\'e. 
Until  you  actuiiUy  sit  down  at 
a  keyboard  and  tr\^  to  convert  all 
tliat  h\pe  into  something  practical. 

this  is  what  the  remarkable 
new  Maciiitosh'  n&  is  -all  about. 
It  is.  b\'  an\'  measure,  one  of  the  most  powerful  personal  computers  ever 
built.  Incorporating  53  major  innovations,  too  many 
to  list  here.  But  a  few  merit  special  mention: 

It  is  the  first  personal  computer  to  offer  a  Motorola 
68O3O  microprocessor  Rinning  at  4()  megahertz.  In 
information  processing  terms,  tills  Is  akin  to  a  red 
Ferrari  saeaming  down  the  autobcilin  witli  Ride  of 
the  Valkyries ccmVtd.  all  the  way  up  on  the  stereo. 

Its  also  the  first  personal  computer  to  have  two  additional  pro- 
cessors to  manage  the  flow  of  infomiation  inside.  So  that  tliat 
screaming  68030  cliip  isn't  slowed  down  by  the  more  mundane 
tiisks  of  computer  housekeeping.  .And  so  that  you  iiren't  slow^ed 

down.  Ever 

It  comes 
standard  with  4 
megabytes  of 
memor\'  and  up 
to  160  megabytes 
of  storage  ca- 


\ 


A  fiair  ojneu  I  tOvo  curds  turns  IS 
neu  ■  ideas  from  .■pple  labs  into 
16. 776.960  more  colors  you  can 
actualh'  see  Bui  cmh  oti  a  Manntosh 


SeuA  iX  2  0  letsymrun  i'MX  XWinduu  Systfr 
arid SliKinltish persotuil pnKiuctmt}- progranis  at  the  sitmc  time 
32  mnin  atmv:fi/r.^)ple  hundreds  more  choices  for  yvu 


pacit\:  Plus  six  NuBus"  slots  to  let  you  expand  its 
capabilities  e\"en  more. 

But  wtiat  makes  tlie  nix  trul\-  powerful      .  ^jXiii 
is  that  you  can  appk  all  of  its  53  inno\'ations  to 
solving  the  problems  you  have  today 

Because  it  is,  above  all  else,  a  \lacintosh. 

It  runs  thousands  of  Macintosh  programs  that  all 


The  new  Macintosh  IIfx.f 


•ifl 


ihmgi  t'/u  ruirmath  ilij  m  bicuness  In  lix  same  lesli  the  Up  uus  also than  D>t'0jmpaq}li6  }}  Thefidl^STLIeslreportsareaalablemmfmsi  .^le  ihe.^le  togitA  lyiandMaaniashareregiaentttraimark  and  ThepoufrtDbewurhest  isatrailei»%^-'''J^ 


)  of  the  latter: 


The  onlv  rneamngfui  u>uy  to  measure  the  power  of  any 
amipiuer  is  hy  the  perfonmme  of the  people  who  use 
It  Rut  just  far  the  record,  the  Ufa  blew  the  windows  off 
the  hottest  •i86PCinm  mill  performance  tests' 


i    J  I 


work  in  the  same  consistent,  intuitive  way. 
So  you  don't  have  to  wait  years  for 
someone  to  write  software  for  it.  Or  waste 
months  figuring  out  how  it  works. 

Still,  the  beauty  of  owning  any 
Macintosh  is  how  easily  you  can  take  ad- 
vantage of  the  latest  Apple  ideas. 

You  can  appreciate  the  new  Apple"'  24- 
bit  color  card  without  knowing  anything 
of  its  5  innovations.  Just  pop  it  into  any  modular  Macintosh  and  you'll  have 
the  ability  in  any  program,  to  work  with  as  many  as  16.8  million  colors  (rough- 
ly 16,776,960  more  than  you'll  see  on  any  other  personal  computer). 

Apple's  newgrapliics  accelerator  card  features  a  total  of  13  innovations. 
But  one  glance  at  a  Macintosh  screen  tells  you  all  you  need  to  know.  It's  incred- 
bly  fast.  Even  when  redrawing  tlie  most  complex  CAD  graphics. 

Our  latest  version  of  the  UNIX®  operating  s>5tem — A/UX®  2.0 — represents 
32  innovations  from  Apple.  And  hundreds 
of  new  choices  for  you.  Because  it  not 
only  makes  the  notoriously  com- 
plex LINK  easier  to  use.  It  also 
lets  you  run  LMX  programs, 
UNIXXWindow  System 
programs  and  off-the- 
shelf  Macintosh  personal 

productivity  software  at  Ih'  Ufa  miK  thmsands  oj  Mciantosh  business 

,1  ,.  and  education  prof^rams  S(JV(JUCmii^)plY  all  lb iHnver 

W6  SafH6 111716.  to  soiling  the  pnjhlenviycM  have  today 

Of  course,  the  ultimate  test  of  any  innovation  comes 
when  you  actually  get  your  hands  on  it.  Something  your  autho- 
rized Apple  reseller  will  gladly  ^irrange. 

Then  you'll  know  why  MaciiUosh  has  the  power  to 
change  die  way  you  think  about  computers. 

The  power  you  buy  a  computer  for  in  the  first  place. 


The  power  to  be  your  best? 


Lewis  Automotive  Inc. 


Lewis  Automotive  Inc. 


ORDER  FORM 


ts  power  by  your  results. 


mUfrlnc  .\kihe  lUustralfjr  a  n^i^Jend  trockviark  oJ  Mjbk-  Oir^)  Fa^eriiakt^iiartf^iiskrtdtriuitmarkofAldmCorp  (^peui  is  a  roistered  trcuiemark  of  Compaq  Compui^^  /BMisaregi^emitrademin^of/nterTuUujrujIBmriesMac^  Inc  UNIX  is  a 
^ademarkojAT&TCorfj  .\1<)Umjb  is  a  registered  tradeTnark  of MoU.miaOjrp  .^liavsojt  Ex'^i  is  a  re^i^ered  trademark  o/M^^        t'vuBus  is  a  trademari  of  Taas  In^rumerUs.  /w  /WRidefjflheValkvnes  is  a  terrific  piece  of mwnc  ©  IW)  Apple  O/minderJnc 


fnirn  ibe  most  affordable  MaarUosh  Plus  Ujtheau  esome  neu .  Maaniosh  lip.  MaarUosh  gtt.es  wu  mart  pou  ertodo  mure  things  more  eaun 
thariam  <'j(herpermiaJamputers\-siemintheurrrU  The mh  questum  is.  hm  muchpouerdo\muanl'' 


What  a  \TOnderiil  time  to  be  a  hunian  being. 

First,  they  tear  down  tlie  Berlin  Wall. 

Then,  Macintosh^  becomes  one  of  the  most  power- 
Hil  jierson^il  computer  s\5tems  in  tlie  whole  world. 

What  a  great  w'a\-  to  stiirt  a  decade.  Humcmit^■  Ls  in 
vogue.  Ghmost  is  in  the  papers.  .And  the  computer  for 
the  rest  of  us  h-as  become  the  computer  for  all  of  us. 

Scientists,  engineers,  teachers  and  students.  CFOs. 
CEOs  and  CPAs.The  sales  force  andtlie  secretaridpool. 

Mwhere  you  find  people  who  prefer  actii'all\'  get- 
ting things  done  instead  of  figuring  out  rigid,  intimidat- 
ing computers.  Which  is  to  say  almost  everywhere. 

Why  even  other  personal  computer  companies  are 
finally  starting  to  see  things  our  way 

But  just  as  you  can't  expea  the  KGB  to  start  picking 
up  Nobel  Peiice  Prizes.  \ou  can't  expect  am'  otlier  com- 
puter to  work  like  a  Macintosh. 

Oi  .!\'  a  Macintosh  lets  you  learn  the  basics  of  thou- 
sands of  diiferent  programs  simpK'  b\'  learning  one.  So 
you  spend  a  lot  more  time  actually  using  \Dur  computer 
Md  a  lot  less  time  figuring  it  out. 

Only  a  Macintosh  offers  a  whole  famil\'  of  comput- 


ers that  -all  run  the  same  software  with  the  same  point- 
and-click  simplicit\:  So  you  can  buy  any  xMacintosh  today 
:md  \DU  wDn't  have  to  bu\'  new^  software  if  you  want  to 
mo\'e  up  to  a  more  powerfiil  .\Lacintosh  tomorrow. 

Onl\"a  Macintosh  gi\'es  you  so  much  power  to  do  so 
many  things  so  quickl}'  cind  so  e-asil): 

Of  course,  just  as  different  economic  s\'stems  can 
work  together  to  the  benefit  of  both,  so  too  can  Macintosh 
work  with  the  computer  s\5tems  you  ha\'e  now:  IBM 
mainframes.  Digital  \'AX  computers,  token-ring  net\\'orks. 
otlier  personal  computers.  \'ou  name  it. 

.And  witli  an\'  Macmtosh  equipped  witli  an  .Apple' 
SuperDrive'disk  dri\'e.  \'ou  c:in  even  mo\'e  infomiation 
between  a  Macintosh  and  cin  MS-DOS,  OS/2  or  .Apple  n 
computer  on  a  st:indard  3^ --inch  floppy  disk. 

Of  course,  tlie  best  way  to  understiind  the  power  of 
.\kicintosh  is  to  sit  down  and  use  one. 

Then  \"ou'll  know  why  .Macintosh  has  the  powder  to 
change  the  way  you  think  about  computers. 

Tlie  powder  ever\'one  in  the  world  can  appreciate. 

The  power  to  be  your  best"  '•l^® 


t  V//}AppkOjmpuSetirj^  &je. Affile kj^j and Siatjnueht^Vfi:^^  arki)>uperimivand  J}x pauer Uj  k ^Mur be3  are traderruiHsc^Af^  Orr^JkrirtC  IK^i arui Os  2  an  rvgi^ered ovtioTiarKi  ln:er^^ 

\t<  IXjti  s  a  rfgisier&i  ffadermtHi  o/\fi(rr£^^  DrplaJaruiVViarert^tseredtnuiemarksofD^^ 


evelopments  to  Watc 


ED  BY  NAOMI  FREUNDLICH 


PAIRING  FRAYED  NERVES: 
lENCE  FINDS  ANOTHER  CLUE 


s 


erve  growth  factors  are 
Hke  food  for  the  nervous 
system.  Found  in  the  brain 
and  peripheral  organs,  these 
proteins  keep  nerve  cells  func- 
tioning properly  and  can  help 
them  regrow  after  damage. 
Until  recently,  three  nerve 
growth  factors  had  been  iso- 
lated, and  now,  scientists  at 
Regeneron  Pharmaceuticals 
Inc.  in  Tarrytown,  N.  Y.,  have 
isolated  and  cloned  a  fourth, 
ed  NT-3,  this  growth  factor  is  important,  researchers  say, 
luse  unlike  others,  it  is  abundant  in  the  peripheral  nervous 
em.  Peripheral  nerves  are  responsible  for  sensations  such 
ouch  and  pain  and  for  muscle  and  eye  movement, 
ccording  to  Roi;ald  M.  Lindsay,  program  director  of  neuro- 
)gy  at  Regeneron,  NT-3  may  be  important  in  treating  the 
Iness,  loss  of  muscle  control,  and  impotence  that  are  side- 
cts  of  diabetes,  cancer  chemotherapy,  and  AIDS.  It  may 
offer  help  in  regenerating  nerves  damaged  by  frostbite  or 
ients — severe  cuts  that  lead  to  impaired  hand  movement, 
example.  "We  believe  that  one  of  the  things  these  factors 
do  is  speed  up  the  regrowth  of  nerve  fibers,"  says  Lind- 
The  next  step  for  Regeneron:  finding  a  corporate  partner 
elp  begin  animal  tests  of  the  recombinant  NT-3  product. 


OK  WHO'S  STOLEN  A  LONG  MARCH 
TV  PRODUCTION 


'now  which  country  makes  the  most  TV  sets?  Nope,  not 
k  Japan.  Not  Taiwan,  either.  China  takes  the  prize.  The 
e  Statistics  Bureau  in  Beijing  reports  that  Chinese  TV 
ories  last  year  churned  out  27  million  sets,  almost  8%  more 
1  in  1988.  That  includes  some  9.4  million  color  TVs — putting 
la  not  far  behind  Japan  even  in  those.  Last  year,  Japan's 
estic  color-TV  output  dipped  7.5%,  to  12.4  million  sets.  And 
expected  to  slide  further  this  year,  to  less  than  12  million, 
t's  because  the  overall  market  isn't  growing,  and  produc- 
is  moving  offshore.  So  far,  Chinese  TVs  have  barely 
;ed  world  markets.  Only  3.9  million  were  exported  last 
•.  But  with  China's  domestic  market  now  in  a  slump, 
;sure  is  mounting  to  develop  improved  sets  that  will  sell 
er  beyond  the  country's  vast  borders. 


CHIP  THAT'S  NOT  AFRAID 
LEARN  FROM  ITS  MISTAKES 


3r  a  new  breed  of  microprocessors,  experience  may  be  the 
aest  teacher.  The  new  chips,  developed  by  Valery  Popescu 

three  engineers  at  Metaflow  Technologies  Inc.  in  San 
10,  promise  to  be  faster  than  even  speedy  RISC  (reduced 
ruction-set  computing)  chips.  The  goal  of  RISC  is  to  execute 

instruction  with  each  tick  of  a  microprocessor's  internal 
k.  But  the  Metaflow  chip  can  zip  through  as  many  as  four 
ructions  per  tick,  and  it  averages  two. 
he  key  is  a  new  approach  to  parallel  processing.  Most 
ware  has  to  be  modified  to  run  on  gangs  of  microproces- 
;,  a  major  stumbling  block  for  parallel-processing  comput- 


ers. But  the  new  chip  from  Metaflow  applies  parallel  process- 
ing even  to  the  nonparallel  parts  of  programs.  It  proceeds  in 
parallel  fashion  even  if  it  doesn't  know  for  sure  that  it's  doing 
the  right  thing.  If  it  makes  a  mistake,  the  chip  has  to  retrace 
its  steps.  But  it  learns  from  the  experience,  so  the  longer  a 
program  is,  the  better  the  chip  gets  at  predicting  the  right 
way  to  proceed. 

South  Korea's  Hyundai  Electronics  Industries  Co.  is  bank- 
ing on  Metaflow's  chip  to  enter  the  workstation  market.  By 
mid-1991,  Hyundai  plans  to  unveil  a  system  compatible  with 
Sun  Microsystems  Inc.  workstations — but  delivering  twice  the 
performance:  80  million  instructions  per  second.  That's  in  the 
range  of  IBM's  3090  mainframes. 


COLD  FUSION  GETS 
THE  COLD  SHOULDER 


The  irony  couldn't  have  been  more  delicious.  Just  as  cold- 
fusion pioneer  Stanley  Pons  of  the  University  of  Utah  and 
a  group  of  like-minded  scientists  gathered  in  Salt  Lake  City  on 
Mar.  29  for  the  first  annual  cold  fusion  conference,  the  British 
science  magazine  Nature  published  a  paper  dumping  on  the 
whole  idea  of  fusion  in  a  bottle.  And  as  if  that  wasn't  embar- 
rassing enough,  the  work  was  done  in  Pons's  own  lab  by  a 
University  of  Utah  colleague,  physicist  Michael  H.  Salamon. 

Salamon  monitored  Pons's  cold  fusion  experiments  for  five 
weeks  with  sensitive  neutron  detecting  equipment.  If  fusion 
did  occur,  Salamon  reasoned,  the  detectors  would  spot  the 
resulting  neutrons.  But  nothing  happened.  "We  didn't  see  the 
tiniest  peep  of  any  known  fusion  reaction,"  says  the  physicist. 
Pons  claimed  that  the  experiment  only  produced  lots  of  fusion- 
powered  heat  during  a  two-day  period  when  the  detection 
equipment  had  been  knocked  out  by  a  power  failure.  But 
Salamon  points  out  that  neutrons  emitted  during  that  time 
would  have  been  stored — and  subsequently  noted — by  the  de- 
tector. His  conclusion:  "I  think  cold  fusion  is  dead." 


BACTERIA  THAT  SPIN  SILK 
—AND  MAYBE,  ARTIFICIAL  SKIN 


Pity  the  lowly  silk- 
worm. It  may  be  re- 
placed by  the  even  lowlier 
bacterium.  Protein  Poly- 
mer Technologies  Inc.  in 
San  Diego  is  designing 
synthetic  genes  that,  when 
inserted  into  the  genetic 
code  of  bacteria,  cause 
them  to  produce  silk-like 
polymers  or  other  natural 
substances  such  as  colla- 
gen and  elastin,  which  give  skin  its  flexibility.  And  by  rear- 
ranging the  code  in  the  man-made  genes,  the  company  can  mix 
and  match  those  properties  to  create  new  classes  of  materials. 

Don't  expect  to  throw  out  your  polyester  wardrobe  anytime 
soon,  however.  The  production  process — which  requires  big 
fermentation  vats  filled  with  bacteria — is  still  so  expensive 
that  the  first  commercial  products  will  be  molecule-thin  coat- 
ings for  other  materials.  Within  a  couple  of  years,  the  San 
Diego  researchers  expect  to  have  a  coating  that  would  give 
rough  wool,  for  example,  the  feel  of  silk.  And  they're  working 
with  a  major  maker  of  personal-care  products  to  design  poly- 
mers that  bind  to  hair  shafts  to  repair  damage  from  perma- 
nent wave  treatments.  Further  off  are  collagen  materials  that 
speed  healing  and  reduce  scarring  in  burn  victims. 
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THE  UNIVERSITY  Or  CHICACO  HOSPITALS  GIVE  MOTHERS  FREE  SIMILAC  OR  ENFAMIL  ON  REQUEST 


THE  FUROR  OYER  FORMULA 
IS  COMING  TO  A  BOIL 


Companies  ai'e  taking  heat  for  theii"  hai"d-driving  mai'keting  tactics 


When  Marcia  Ryles,  a  pension 
fund  consultant  in  Los  Ange- 
les, gave  birth  to  her  first 
child  in  November,  her  hospital  gave  her 
a  survival  kit  before  she  left  for  home. 
With  the  blanket  and  toy  bear  came  a 
large  tin  of  Abbott  Laboratories'  pow- 
dered Similac,  the  leading  infant  formu- 
la. When  her  son,  Alex,  didn't  take  to 
breast-feeding,  Ryles  turned  to  Similac. 
She  didn't  try  other  brands.  Says  Ryles: 
"I  just  didn't  want  to  risk  upsetting  him 
by  switching  formulas." 

Abbott  and  its  main  rivals  in  infant 
formula,  Bristol-Myers  Squibb  Co.  and 
American  Home  Products  Corp.,  thrive 
on  such  customer  loyalty  (chart).  To  be 
the  first  to  reach  new  mothers  with  their 
product,  Abbott,  Bristol,  and  AHP  court 
doctors  relentlessly  and  give  hospital 
nurseries  free  formula.  And  since  Ab- 
bott and  the  others  don't  spend  millions 
on  consumer  advertising,  margins  in  this 
$1.6  billion  business  run  up  to  25'/'. 

But  now,  the  three  companies  have  a 
problem.  Their  marketing  targets,  the 
nation's  pediatricians,  are  seriously 
questioning  the  way  these  companies 
sell  their  products  in  the  U.  S.  And  part- 
ly responsible  for  stirring  up  these  con- 
cerns is  Nestle's  Carnation  Co. 


In  1988,  to  expand  the  infant  formula 
business  of  its  Swiss  parent,  Carnation 
started  selling  formula  in  the  U.  S.  It 
ran  into  trouble  almost  immediately.  Ab- 
bott and  Bristol  played  up  Carnation's 
connection  with  Nestle,  which  had  been 
widely  criticized  for  its  methods  of  sell- 
ing infant  formula  in  the  Third  World. 
And  while  the  company's  salespeople 
marketed  the  formula  to  doctors.  Carna- 
tion came  under  attack  because  it  also 
advertised  directly 
to  mothers — 


a  practice  physicians  fear  discourag< 
lireast- feeding.  Then,  after  the  Food 
Drug  Administration  looked  into  Cam 
tion's  claim  that  its  formula  for  ne\ 
boms  did  not  trigger  allergic  reaction 
the  company  decided  to  drop  the  clain 
Last  fall,  Carnation  executives  reta 
ated.  President  Timm  F.  Crull  urged  o 
ficials  of  the  American  Academy  of  Pec 
atrics  to  "examine  all  marketing  pra 
tices  that  might  hinder  breast-feeding 
he  says.  Carnation  also  suggested  ths 
the  .A.AP  take  a  hard  look  to  see  if  trn^^. 


iff,  Jon 
Siitnt 


i  new 


well-established  marketers  were  impro  f 
erly  influencing  hospitals.  Already,  som  ^\ 
doctors  were  saying  that  too  many  ho 
pitals  promoted  infant  formula  ov( 
breast-feeding  because  of  the  money  an 
services  they  received  from  manufactu 
ers.  Gerber,  which  has  recently  starte 
celling  infant  formula  directly  to  mot 
ers,  approached  the  aap  on  the  sam 
subject, 

'DESPICABLE.'  In  response,  the  aap  off 
cially  spoke  out  in  a  letter  to  its  29,00 
members.  It  urged  them  to  pressure  hoi 
pitals  to  stop  accepting  the  infant  formi 
la  makers'  education  and  researc' 
grants  in  exchange  for  the  exclusiv 
right  to  supply  formula.  The  letter  als 
slammed  the  practice  of  sending  a' 
mothers  home  with  free  formula,  mak 
ing  it  too  easy  for  them  to  switch  fron 
breast-feeding.  "The  manufacturers  ol 
fer  financial  incentives  to  hospitals  i: 
they  use  one  brand  of  formula  and  giv#* 
away  that  brand,"  says  Dr.  Birt  Harvey  *si 
head  of  the  aap. 

The  letter  from  the  AAP,  which  histor: 
cally  has  had  close  ties  to  the  manufacJtH 
turers,  boosted  the  credibility  of  the  doc  «ik 
tors  who  already  were  worried  by  thes(  *ar 
practices.  "The  whole  practice  is  despica 
ble,"  says  longtime  critic  Dr.  Paul  M 
Fleiss,  a  pediatrician  and  instructor  a 
UCLA's  School  of  Public  Health.  Fleisi 
and  others  argue  that  using  formula  ir  apaip 
the  hospital  implicitly  endorses  formulal'^s  tli; 
over  breast-feeding. 

Formula  makers  also  offer  periodic 
conferences  to  update  doctors  on  infani 
nutrition.   Dr.   Lawrence  M 
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INFANT  FORMULA: 
A  CROWDED  MARKET 
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diatrics  department  at  University  of 
licaj^o  Hospitals,  says  that,  like  other 
tendees,  he  has  all  his  expenses  paid 
Abbott  when  he  attends  Abbott-spon- 
red  conferences.  Abbott  gives  the  Uni- 
rsity  of  Chicago  free  formula,  as  well 

baby  bottles — which  Gartner  esti- 
ites  saves  the  hospital  $100,000  a  year, 
istol  also  donates  its  formula  Enfamil. 

return,  Gartner's  department  gives 
Tiilac  or  Enfamil  to  mothers  who  don't 
ow  which  formula  to  use.  "What  we 
/e  away  has  a  direct  influence  on  what 
)thers  buy,"  says  Dr.  Gartner.  "The 
lies  of  this  are  troubling." 
Abbott  calls  its  marketing  practices 
nign.  "We  view  ourselves  as  the  phy- 
ian's  helpful  ally,"  says  Richard  W. 
LSt,  the  recently  retired  president  of 
(ss  Laboratories,  the  Abbott  division 
it  markets  infant  formula.  Cast's  suc- 
5sor,  John  C.  Kane,  says  Abbott's  sup- 
rt  of  pediatric  research  and  education 
courages  breast-feeding.  Mead  John- 
n  Nutritionals,  Bristol's  infant  formu- 
division,  also  awards  cash  prizes  for 
5  best  pediatrics  research.  But  Mead 
esident  Donald  C.  Harris  resents  the 
P's  new  activism.  "As  long  as  doctors 
d  hospitals  want  free  formula,  we're 
ing  to  make  it  available,"  he  says. 
iCTOR'S  ORDERS.  Some  hospitals  are  al- 
idy  heeding  the  AAP.  Yale  New  Haven 
)spital,  which  delivers  6,000  babies  a 
ar,  just  stopped  giving  free  formula  to 
)thers  who  intend  to  breast-feed.  The 
P  also  would  like  hospitals  to  stock  all 
[•mula  brands,  not  just  one  or  two,  and 
wants  formula  dispensed  only  under  a 
ctor's  orders.  Should  many  hospitals 
How  this  advice,  both  Carnation  and 
Tber — which  have  only  slender  market 
ares — might  benefit.  "If  they  could 
eak  the  traditional  practices,  it  could 
jate  an  opportunity,"  says  James  E. 
ist,  a  management  professor  at  Boston 
liversity  who  has  studied  the  market. 
Carnation  and  Gerber  still  have  prob- 
ns.  The  AAP  has  been  leading  another 
mpaign  against  makers  of  infant  for- 
ila  that  market  directly  to  mothers. 
1  a  result,  doctors  such  as  pediatrician 
irk  Holt  of  Lewisville,  near  Dallas, 
w  boycott  the  products  of  Carnation, 
;rber,  and  Bristol,  which  provides 
!rber  with  formula  to  sell  directly  to 
nsumers. 

Carnation  has  tried  to  get  back  into 
e  AAP's  good  graces  by  cutting  back 

its  consumer  advertising.  Despite 
hese  efforts.  Carnation's  success  in 

the  market  is  by  no  means  sure.  But 
there  is  no  doubt  it  has  helped 

I spark  a  serious  debate  among  phy- 
sicians over  their  traditional  rela- 
tionship with  the  formula  makers. 
The  result  could  be  a  dramatic 
change  in  a  lucrative  oligopoly. 

By  Jidia  Flynn  Siler  in  Chicago, 
vith  David  Woodruff  in  Detroit 


You're  ready  to  run  a 
major  Japanese  corporation. 

But  your  company  wants  you 
to  wait  ten  years,  or  more. 

Grade  Japan  is  ready  for  you  now. 

Our  entrepreneurial  spirit  and  drive  have  made  us  the  world's  fastest 
growing  software  company  and  largest  supplier  of  database  software. 
As  we  continue  our  worldwide  expansion,  we're  seeking  a  dedicated 
top-level  professional  to  serve  as  President  of  Oracle  Japan.  We  expect 
sales  in  Japan  to  contribute  10%  to  Oracle's  worldwide  revenues 
within  5  years.  As  President,  you  will  maximize  that  success  by 
leading  the  development  of  our  Japanese  market  business  strategies. 

Serving  in  a  high-level  management  capacity  at  a  top  manufacturing  or 
computer  company  with  a  major  presence  in  the  Japanese  market,  you 
have  proven  abilities  in  sales  management  and  the  development  of 
sales  strategies  in  new  marketplaces.  You  also  have  the  energy  and 
motivation  required  to  develop  strong  contacts  and  build  an  expanding 
revenue  base.  Of  paramount  importance  is  your  ability  to  operate 
effectively  in  the  Japanese  culture  and  read,  write  and  speak  its 
language  fluently. 

Qualified  individuals  should  submit  resume  with  salary  history  to;  David 
Law,  Corporate  Executive  Recruiter,  Oracle  Corporation,  500  Oracle 
Parkway,  Redwood  City,  CA  94065.  Principals  only  please. 

ORACLG " 

Make  your  vision  tomorrovk/'s  technology"'" 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL  mM.  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

-  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg.l70(e)(3).  Scholarships  cU'e 
given  in  the  donating  corporation's  name. 


P  O  BOX  3021  •  GLEN  ELLYN.  ILLINOIS  60138 


For  More  Details 
Call  708-690-0010 
Peter  Roskam 
Executive  Director 


KETING 


BUSINESS  WEEK/APRIL  9,  1990  53 


9 


9 


If  you  think  only  one  office  typewriter  company  h; 

all  the  marbles! 


50  [ 

•aeisto 


ink  again. 


Think  Canon.  In  just  a  few  short  years,  Canon  has  become  a  leader  in  the  field  of  office 
writers.  How  do  we  measure  our  success? 

Well,  in  a  recent  survey  by  The  Office  Products  Analyst*  fully  100%  of  those  using  Canon 
writers  said  they  would  recommend  Canon  to  others.  No  other  office  typewriter  company  can 
e  that  claim.  That's  why  Canon  belongs  in  your  circle  of  consideration. 

Canon  Custom  Series  typewriters  are  sturdy  and  reliable,  with  superb  electronic 

ires  that  make  corrections  and  text  editing  a  snap.  Plus,  they're  exceptionally      .  ^  

t.  And  Canon  provides  a  comprehensive  service  and  support  system 
a  network  of  over  700  fully  trained  dealers. 

So  before  you  make  up  your  mind  about  which  office 
writers  to  buy,  think  again.  Think  Canon. 

After  all,  you  want  to  be  sure  you're  taking  your  best  shot 
more  information,  call  1-800-453-1900.  Or  check  the  yellow 
es  for  the  Canon  dealer  nearest  you.  a;xs^^?i'?,Sra:i'°'"*' 

^  ^^^^m  ArtilaWe  onN  m  U  S     5  1990  Canon  US*  Int 

Canon  US  A  Inc  One  Canon  Pbza  Lake  Success  NY  11042 


Canon 

THINK  AGAIN.  THINK  CANON 
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HERE  COMES 
GM'S  SATURN 

MORE  THAN  A  CAR,  IT  IS  GM'S  HOPE  FOR  REINVENTING  ITSELF 
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It  was  a  young  car  buyer  in  Southern 
California  wiio  best  summed  up  the 
challenge  facing  General  Motors 
Corp.  Halfway  through  a  focus-group  dis- 
cussion about  three  years  ago,  he  was 
told  that  the  proposed  import  car  he 
was  critiquing  wasn't  an  import  at  all.  It 
was  a  Saturn,  G.M's  long-awaited  import- 
fighter.  The  Californian  thought  for  a 
minute  and  finally  said:  "0.  K.,  I'll  give 
you  guys  one  more  chance."  Says  Rich- 
ard G.  LeFauve,  president  of  Saturn 
Corp.:  "That  'give  you  one  more  chance' 
burned  into  my  brain.  This  is  really  what 
it's  all  about." 
When  Saturn  was  conceived  nearly 


eight  years  ago,  it  was  to  be  an  all-out, 
all-American  effort  to  beat  the  Japanese 
in  the  small-car  market.  Starting  from 
scratch,  Saturn  would  find  ways  to  slash 
costs  and  boost  quality  by  using  the  best 
technology  and  organization  that  GM 
could  muster.  In  the  process,  it  would  do 
nothing  less  than  show  GM  how  a  car  com- 
pany should  be  run  in  the  21st  century. 
GM  Chairman  Roger  B.  Smith  set  the 
stakes  when  he  formed  Saturn  as  an  inde- 
pendent subsidiary,  proclaiming  it  "the 
key  to  gm's  long-term  competitiveness, 
survival,  and  success." 

The  stakes  are  even  higher  now,  as  Sat- 
urn prepares  to  begin  production  this 


summer.  In  the  five  years  since  Saturn 
formal  startup,  GM's  share  of  the  U 
passenger-car  market  skidded  11  point 
to  337',  while  the  Japanese  carmaker 
share  climbed  seven  points,  to  26%,  Ti 
lost  sales  are  one  reason  analysts  belies 
GM  barely  broke  even  on  its  North  Amei 
can  auto  operations  last  year.  It  relied  c 
profits  from  European  car  sales  and  sul 
sidiaries  such  as  General  Motors  Acce; 
tance  Corp.  and  Electronic  Data  Systen 
to  produce  net  income  of  $4.2  billion  c 
revenues  of  $126.9  billion  in  1989. 

The  market  share  numbers  only  hint  i 
how  entrenched  the  competition  has  b 
come  in  GM's  home  market.  According 
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;tudy  by  J.  D.  Power  &  Associates,  42% 
all  new-car  shoppers  don't  even  consid- 
a  GM  car.  That's  why  J.  D.  Power  pre- 
;ts  that  GM's  share  won't  climb  above 

10  by  1995.  Says  megadealer  John  B.  T. 
mpbell  III  of  Irvine,  Calif.,  who  carries 
rs  ranging  from  Nissans  and  Fords  to 
rsches:  "Certain  buyers  wouldn't  buy  a 
evy  if  it  were  the  best  car  in  the 
irld."  Saturn's  mission  is  to  change  all 
it.  Its  fundamental  goal  is  to  sell  80% 
its  cars  to  drivers  who  otherwise  would 
t  have  bought  a  GM  car. 

)  HOLDS  BARRED.'  Resurrecting  GM's 
•tunes  is  a  mighty  burden  to  place  on  a 
iple  of  compacts.  It's  clear  that  GM 
nks  Saturn  will  be  a  pretty  spiffy  set 
wheels,  with  the  high  quality,  nimble 
ndling,  and  low  vibration  of  the  best 
ports  in  its  class.  The  company  is  so 
ifident  of  Saturn's  competitiveness 
it  one  marketing  strategy  under  con- 
eration  would  have  dealers  place  a 
inda  Civic,  Toyota  Corolla,  and  Acura 
;egra  on  the  showroom  floor  so  shop- 
rs  can  make  their  own  comparisons. 
Fo  achieve  all  that  Smith  hopes,  howev- 
Saturn  has  to  do  more  than  just  ap- 

11  to  import  buyers.  It  must  become  the 
iniple  that  will  teach  the  rest  of  GM 
w  to  reform  its  own  ponderous  and 
lebound  culture.  Saturn's  leaders  have 
3nt  years  creating  a  new  company,  us- 
\  a  blend  of  enlightened,  pace-setting 


labor  relations,  participa- 
tory management,  new 
technology,  and  the  latest 
manufacturing  methods. 
"They've  had  an  opportu- 
nity to  look  at  the  entire 
manufacturing  process 
with  no  holds  barred," 
says  a  Ford  executive. 
"They  may  learn  a  lot 
about  making  cars  that 
will  have  a  profound  effect 
on  the  way  GM  makes  cars 
in  the  future." 

Even  if  Saturn  is  a  soar- 
ing success,  it  will  only  be 
a  start  at  turning  GM 
around.  Originally  con- 
ceived as  a  $5  billion,  500,000-car-a-year 
venture,  Saturn  has  been  scaled  back. 
Now  a  $3  billion  project,  Saturn  will  begin 
building  at  a  rate  of  just  120,000  cars  a 
year  on  a  single  shift.  At  that  level,  ar- 
gues Maryann  N.  Keller,  a  managing  di- 
rector at  Furman  Selz  Mager  Dietz  &  Bir- 
ney  Inc.,  Saturn  won't  even  cover  its 
investment.  "The  car  will  be  a  marketing 
success  but  a  financial  flop,"  she  says. 

Nor  will  Saturns  be  the  60-miles-per- 
gallon,  $6,000,  subcompact  econoboxes 
that  Smith  displayed  back  in  1983.  They 
will  debut  as  a  two-door  coupe  and  a  four- 
door  sedan,  and  their  size  has  crept  up 
nearly  to  that  of  a  compact.  The  sedan 


CM  IS  SO  CONFIDENT 
IT  IS  CONSIDERING 
PUTTING  A 
CIVIC,  COROLLA, 
AND  INTEGRA  IN 
SATURN 
SHOWROOMS  FOR 
SIDE-BY-SIDE 
COMPARISONS 


will  have  a  wheelbase  of 
102.5  inches,  up  from  99.5. 
The  price  has  risen,  too: 
Most  Saturns  will  be  sold 
in  the  $10,000-to-$12,000 
range  (table,  page  59). 
That's  about  the  same  as 
for  the  Honda  Civic  and 
Toyota  Corolla  sedans,  two 
of  Saturn's  prime  competi- 
tors, which  have  also 
grown  in  size  and  price  in 
the  last  few  years. 

Saturn  officials  knew 
that  the  Honda  and  Toyota 
drivers  they  want  to  lure 
back  would  be  leery  of  get- 
ting into  a  domestic  car 
again  (page  61).  So  they  aimed  to  make 
the  adjustment  as  painless  as  possible. 
More  than  four  years  ago,  the  company 
bought  70  various  import  cars  and  told 
the  engineers  and  product  planners  to 
drive  them.  Designers  focused  special  at- 
tention on  creating  an  import-like  interi- 
or. Buick's  trademark  long,  flat  instru- 
ment panel  was  banished  in  favor  of  a 
rounded,  cockpit-style  one.  Controls  for 
the  windshield  wipers,  heater,  headlamps, 
and  turn  signals  were  designed  to  feel 
like  those  in  a  Japanese  car.  Many  of 
them  are  located  on  stubby  "pods"  that 
extend  from  the  steering  column. 
The  cars  will  be  powered  bv  four-cvlin- 


JULY,  1985  • 

GM  and  the  UAW  draft  a  historic 
labor  pact  guaranteeing  job  secu- 
rity at  Saturn.  Saturn  chooses 
Spring  Hill,  Tenn.,  for  its  plant 
site 


FiBRUARY,1988 

Saturn  begins  recruiting  the  first 
of  3,000  workers  from  existing 
GM  plants 


1986 


,  19871 


DATA:  IW«D  '5  AUTOMOTIVE  RCPOHTS,  J.D.  POWER  &  ASSOCIATES 


1988 


1989 


1990 
EST. 
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der  aluminum  engines.  The  sedan  is  ex- 
pected to  come  with  a  single  overhead- 
cam  engine,  and  the  sporty  coupe  with  a 
twin-cam,  multivalve  engine.  The  vertical 
side-panels  will  be  made  of  plastic,  to 
eliminate  annoying  parking-lot  dents  and 
dings.  The  plastic  molds  can  also  be 
switched  quickly,  making  for  faster  styl- 
ing changes  in  the  future.  Steel  will  be 
used  for  the  horizontal  panels— the  hood, 
roof,  and  trunk  lid.  The  sedan  is  e.xpected 
to  accelerate  from  0  to  60  miles  per  hour 
in  under  eight  seconds — good  for  its 
class — and  it  should  get  about  35  to  40 
highway  miles  per  gallon. 

Dealers  were  allowed  to 
drive  protot^-pes  at  GM's  Mesa 
(Ariz.)  proving  grounds  and 
came  away  enthusiastic  about 
the  car's  power  train  and  han- 
dling. "We  went  100  miles  per 
hour,  and  it  was  still  going 
strong,"  says  Louis  J.  Fusz  Jr., 
a  St.  Lx)uis  Saturn  dealer  who 
sells  cars  ranging  from  Mazdas 
to  Rolls-Royces.  "It  was  going 
through  curves  at  75  to  80  that 
imports  couldn't."  John  McEl- 
roy,  editor-in-chief  of  Automo- 
tive Itidustries,  a  trade  maga- 
zine, drove  the  car  and  called  it 
"right  on  target." 

All  in  all,  says  Donald  L.  Lu- 
cas, Saturn's  dealer  for  San 
Francisco,  San  Jose,  Calif.,  and 
Hawaii,  the  carmaker  has  final- 
ly done  what  GM,  Ford,  and 
Chrysler  have  been  unable  to 
do  for  15  years — "produce  a  car 
that  drives  and  feels  like  a 
Honda."  Besides  having  the 
quickness  and  nimbleness  of  a 
Honda,  Saturn  "doesn't  have 
the  vibrations  that  the  current 
domestic  models  have,"  says 
Lucas,  who  also  sells  Hondas, 
among  other  cars. 
DEALER  DOUBTS.  When  Smith 
launches  the  first  car  off  the 
line  in  Spring  Hill,  Tenn.,  this 
June,  however,  he'll  be  steering 
straight  into  a  slumping  mar- 
ket crowded  with  hot  compacts. 
And  Smith,  Saturn's  most  ar- 
dent booster,  will  retire  on  Aug.  1.  Ru- 
mors have  persisted  for  years  that  with- 
out Smith's  backing,  Saturn's  operations 
and  cars  could  be  folded  into  another  GM 
division.  Not  so,  says  GM  President  Rob- 
ert C.  Stempel,  the  clear  front-runner  to 
succeed  Smith.  He  vows  that  he's  behind 
Saturn,  too.  "I'll  be  in  the  second  car"  off 
the  line,  he  says. 

That  line  will  be  moving  cautiously  for 
a  while.  Six  to  eight  months  after  produc- 
tion starts,  GM  will  add  a  second  shift, 
doubling  output  to  240,000  cars  a  year. 
"We  really  need  500,000  to  be  a  viable 


company,"  admits  Thomas  G.  Manoff, 
Saturn's  vice-president  for  finance.  But  to 
build  those  500,000  cars,  the  company 
would  have  to  expand  its  physical  facili- 
ties. And  a  big  expansion  would  raise  eye- 
brows at  a  time  when  GM  has  other  plants 
that  are  idled  or  working  on  only  one 
shift,  all  of  which  made  building  the 
Spring  Hill  facility  itself  controversial 
enough.  "They  need  that  car  like  they 
need  a  hole  in  the  head,"  storms  retired 
United  Auto  Workers  President  Douglas 
A.  Fraser. 

Already,  East  Hanover  (N.J.)  dealer 


Saturn  within  GM.  "At  the  plant  level 
they  say,  'Screw  Saturn.  We  could  d(  i 
that,  too,  if  we  had  $5  billion,' "  says  ; 
manufacturing  consultant  to  other  arm 
of  the  giant  carmaker.  If  the  cars  are  no 
a  sales  success,  the  change-resistant  GJ 
bureaucracy  will  have  the  excuse  it  nee^ 
not  to  embrace  the  advances  Saturn  re 
resents  (page  62) 

Critics  also  say  GM  might  well  havi 
learned  Saturn's  lessons  without  the  timi 
and  expense  of  creating  a  new  compan; 
Neither  GM  nor  the  rest  of  the  world  hav( 
stood  still  during  the  eight  years  it  h; 

taken  to  form  Saturn.  Many  o| 
the  techniques  it  is  testing  an 
already  well  established  at  otl 
er  GM  plants  and  competing  fa( 
tories.  The  intensive  employe 
training  and  elimination  of  bai 
riers  between  management  am 
labor  that  characterize  Satui 
for  example,  are  a  hallmark  o| 

the  Japanese  transplants  am  

of  scattered  plants  in  other  div; 

sions  such  as  GMC  Truck.  "I  cai   

point  to  some  other  plants  ii  Ktmoi 
the  system  where  you  can  a!  is%i 

w. 
riop 
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most  think  you're  at  Saturn,' 
says  Stempel. 

FEWER  ROBOTS.  Nor  are  Sal 

urn's  advances  the  technolog  m 


TECHNOLOGY  GM's  hard  lessons  taught  Saturn  w 
advanced  robotics  pays  diminishing  returns 


Donald  W.  Warnock  was  nervous  enough 
that  on  Feb.  8  he  canceled  an  agreement 
to  open  a  Saturn  dealership.  The  first 
time  something  goes  wrong  after  Smith's 
departure,  he  worried,  Saturn's  innova- 
tive marketing  plans  could  revert  to  the 
GM  mold.  Saturn  dealers,  who'  now  enjoy 
an  unusual  degree  of  regional  exclusivity, 
could  find  GM  awarding  more  franchises 
on  their  turf.  Worse  yet,  the  entire  Sat- 
urn franchise  could  be  merged  into  the 
GM  lineup.  Asks  Warnock:  "Which  is  easi- 
er to  change— SLx  divisions  or  one?" 
There's  also  widespread  resentment  of 


cal  wonders  envisioned  whe 
the  project  was  originally  ur 
veiled  as  a  high-tech  factor 
with  automated  guided  vehicle 
carrying  car  chassis  from  robe 
to  robot  in  the  dark.  In  the 
tervening  years,  GM  has  had  to 
many  painful  lessons  that  rc 
bots  and  automated  guided  ve  ^j,], 
hides  don't  always  perform  a 
promised.  GM's  joint  ventur 
with  Toyota  Motor  Corp. 
Fremont,  Calif.,  proved  that 
change   in  labor-managemen 
relations  could  do  more  for  pre 
ductivity  and  quality.  Todaj 
technology'  takes  a  back  seat  t 
labor-management  issues  a 
Saturn.  Says  LeFauve:  "Whei 
people  come  and  say,  'How  dii 
you  do  that?'  we'll  say  we  did 
through  people." 
LeFauve,  a  former  Navy  pilot  v/h 
goes  by  his  childhood  nickname,  Skij 
was  convinced  that  factory-floor  worker 
make  a  difference  well  before  h 


here 


can  make  a 
joined  Saturn  in  Februar}-,  1986.  When  h 
was  head  of  GM's  Rochester  Product 
Div.  in  the  early  1980s,  the  giant  Japs 
nese  parts  maker  Nippondenso  Co.  oi 
fered  to  supply  GM  with  a  key  fuel-pum; 
component  at  $10  apiece.  Rochester  Proc 
ucts'  manufacturing  cost  for  the  sam 
part  was  $70.  LeFauve  went  to  the  worP 
ers  for  help.  He  shared  the  manufactui 
ing  cost  data,  led  them  in  studying  th 
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ABOR  RELATIONS  From  President  LeFauve  (black  sweater)  down,  all  employees  are  salaried  and  eat  in  the  same  cafeterias 


mpetition,  and  asked  them  to  help  find 
way  to  keep  the  business.  They  did.  At 
e  point,  workers  chose  to  automate  a 
mual  operation,  even  though  it  meant 
Tiporary  layoffs,  because  they  were 
nfident  they  would  be  called  back  when 
les  grew.  Rochester  Products  met  the 
ppondenso  price,  and  kept  the  business. 
The  leadership  of  General  Motors  and 
e  United  Auto  Workers  joined  hands  al- 
)st  from  the  very  beginning  to  create 
turn.  By  1985,  they  had  hammered  out 
agreement  that  launched  Saturn  into  a 
w  era  of  industrial  relations.  It  is  an 
lazing  document,  bearing  little  in  com- 
)n  with  the  usual  UAW  contract,  full  of 
ievance  procedures  and  safety  nets  in 
se  of  layoffs.  In  a  unique  partnership, 
inagement  and  labor  will  work,  decide, 
d  benefit  or  lose  together  at  Saturn.  All 
cisions  must  be  reached  by  consensus. 
>T  FOR  EVERYONE.  UAW  members,  for 
ample,  helped  choose  Saturn's  suppli- 
s,  ad  agency,  and  dealers.  All  Saturn 
iployees  are  salaried  and  eat  in  the 
me  cafeterias.  Workers  start  at  80%  of 
e  UAW-GM  pay,  with  the  balance  contin- 
:nt  upon  meeting  productivity  and  other 
rgets.  If  they  exceed  those  targets, 
ey  can  earn  more.  The  compensation 
in  for  managers  hasn't  been  decided 
t,  but  it  may  divorce  Saturn  bonuses 
Dm  executive  bonuses  elsewhere  at  GM. 
le  UAW  has  blasted  cm  in  recent  years 
hen  U.  S.  executives  received  hefty  bo- 
ises  because  of  strong  profits  overseas 
id  at  such  subsidiaries  as  GMAC  while 
jrkers  received  nothing  in  profit-shar- 
g  because  of  skimpy  or  nonexistent 
ofits  on  U.  S.  automotive  operations. 
In  1988,  Saturn  began  visiting  GM 
ants  and  UAW  halls  in  search  of  work- 


ers. The  recruiters  told  current  and  laid- 
off  workers  to  be  prepared  to  shed  their 
old  habits  and  work  as  a  team.  Technical 
skills  were  less  important  than  interper- 
sonal ones.  "Not  everyone  can  work  in 
this  kind  of  environment,"  says  John  T. 
"Jack"  O'Toole,  vice-president  of  UAW  Lo- 
cal 1853.  All  blue-  and  white-collar  appli- 
cants had  to  be  approved  by  a  Saturn 
panel  drawn  from  both  union  members 
and  management. 

For  most  managers,  it  was  the  first 
time  UAW  employees  had  any  say  over 
their  fate.  It  was  a  similar  departure  for 


many  workers.  Eric  Smith  came  to  Sat- 
urn from  an  Oldsmobile  plant  in  Lansing, 
Mich.  "I  like  the  idea  of  working  with  my 
brains,  not  just  my  hands,"  says  the  line 
worker.  For  Delbert  Arkin,  Saturn  of- 
fered a  chance  to  put  some  old  frustra- 
tions behind  him.  As  a  machine  repair- 
man, he  knew  how  production  workers 
resented  the  way  work  could  grind  to  a 
halt  while  waiting,  say,  for  an  electrician 
to  reconnect  a  simple  wire  on  a  piece  of 
machinery.  Saturn  was  a  way  of  escaping 
those  restrictive  work  rules — and  more. 
On  a  visit  to  his  former  plant  in  Milwau- 


'  '    .     *  GM'S  SATURN:  ' 
.  THE  PROMISE...       ...AND  THE  REALITY 


1983 


SUBCOMPAa 


1990 

COMPACT 


$6,000  ^  • 

45  MPG  CITY/60  HIGHWAY 

4-DOOR  SEDAN,  2-DOOR  COUPE, 
OFF-ROAD 

99.5  IN.  WHEELBASE  (SEDAN) 


10  *•  --^^^ 


$10,000  TO  $12,000 


25  MPG  CITY/35  HIGHWAY 

4-DOOR  SEDAN,  2-DOOR  SPORTY  COUPE, 
POSSIBLE  HATCHBACK 


102.5  IN.  WHEELBASE  (SEDAN) 


FOUR-CYLINDER,  ALUMINUM  ENGINE        FOUR-CYLINDER,  ALUMlfslUM  ENGINE 


VIRTUALLY  ALL  ASSEMBLY 
PERFORMED  BY  ROBOTS 

500,000  CARS  A  YEAR 

6,000  WORKERS 

$5  BILLION  INVESTMENT 


.4^ 


STANDARD  COMMMENT  OF  WORKERS, 
HEAVY  EMPHASIS  dN  TEAMWORK 


240,000  CARS  A  YEAR 
3;000  WORKERS 


$3  BILLION  TO  $3.5  BILLION  INVESTMENT 
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TRAINING  New  hires  get  five  days  of  lessons,  and  may  face  750  hours  more 


kee,  he  found  his  foreman  and  shop  com- 
mitteeman nose  to  nose,  yelHng  at  each 
other.  "That's  why  I  left,"  he  says. 

Still,  it  wasn't  an  easy  choice.  UAW 
members  transferring  to  Saturn's  Spring 
Hill  plant  had  to  quit  their  current  union 
locals  and  give  up  all  seniority  rights. 
There  would  be  no  going  back.  On  the 
other  hand,  Saturn's  labor  agreement 
also  stipulated  that  workers  could  be  laid 
off  only  in  the  event  of  "unforeseen  or 
catastrophic  events  or  severe  economic 
conditions."  Managers  could  more  easily 
return  to  other  posts  in  GM,  but  with  the 
corporation  in  the  midst  of  a  downsizing, 
most  white-collar  staff  knew  that  they 
would  be  at  Saturn  at  least  until  the  first 
car  was  built.  Few  have  objected. 
"There's  a  real  cause  here,"  says  James 
L.  Lewandowski,  vice-president  of  human 
resources.  "It's  been  described  as  almost 
like  a  cult." 

DREAM  PLANT.  As  in  any  good  cult,  there's 
plenty  of  indoctrination.  New  arrivals 
face  five  days  of  "awareness  training," 
designed  to  teach  them  how  to  work  in 
teams  and  build  consensus.  After  that, 
workers  get  from  100  to  750  hours  of 
training,  including  time  spent  learning  to 
read  a  balance  sheet.  Saturn  opens  its 
books  internally  and  expects  employees 
to  know  how  much  their  operations  are 
adding  to  the  cost  of  the  car.  Even  after 
Saturn  begins  building  cars,  5%  of  each 
employee's  time  will  be  spent  in  training. 

Saturn  is  convinced  the  cost-conscious- 
ness will  pay  off.  In  February,  a  UAW 
worker  called  Manoff,  the  finance  vice- 
president,  to  report  that  her  office  phone 
bill  had  jumped  over  budget.  It  took  some 
snooping  to  discover  that  an  outside  con- 
tractor had  been  using  her  phone  for  per- 
sonal calls.  Manoff  got  a  reimbursement 


check  from  the  contractor — for  $30.90. 
"The  big  things  you  find  immediately," 
Manoff  says.  "But  it's  the  little  things 
that'll  kill  you."  When  the  first  in-house 
newsletter  came  out,  the  editor,  a  UAW 
member,  got  phone  calls  from  factory 
workers  asking  how  much  the  two-color 
printing  cost  per  car.  Other  UAW  workers 
demanded  the  elimination  of  pricey  em- 
bossed business  cards. 

When  they  arrive  at  the  plant,  workers 
enter  the  largest  single  construction  proj- 
ect in  gm's  history.  Besides  the  usual 
paint  shop  and  body  and  assembly  plant, 
the  highly  integrated  facility  includes  a 
power-train  factory  that  casts,  machines, 
and  assembles  the  cars'  engines  and 
transmissions.  There  are  also  a  plastic- 
molding  plant  and  a  shop  for  assembling 
the  instrument  panel  and  dash  into  a  sin- 
gle unit.  Materials  and  parts  flow  smooth- 
ly and  directly  from  one 
plant  to  the  next. 

Saturn's  integration  is 
in  sharp  contrast  to  the 
usual  GM  car-assembly 
plant,  which  is  supplied 
with  key  components 
from  factories  hundreds 
of  miles  away.  That 
practice  boosts  freight 
costs  and  adds  delays 
when  a  part  is  faulty. 
"It's  not  one  state  to  an- 
other and  one  union  or- 
ganization to  another," 
says  Michael  E.  Bennett, 
UAW  manufacturing  ad- 
viser and  president  of 
Local  1853. 

For  those  parts  that 
are  shipped  in,  there's 
no  central  loading  dock. 
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Instead,  incoming  parts  arrive  at  multiplii 
docks  scattered  around  the  site  close  t(| 
where  the  parts  are  used,  and  in  mosi 
cases  they  are  unloaded  by  line  worker:: 
who  can  spot  defects  immediately.  Work 
ers  also  have  many  entrances:  No  one  i; 
expected  to  walk  more  than  five  minutei 
from  his  or  her  parked  car  to  a  spot  oi 
the  line,  or  to  have  to  dodge  trucks  mak 
ing  deliveries.  The  layout  "is  a  plant  man 
ager's  dream,"  says  GM  Chairman  Smith 
"If  we  were  doing  our  1980-89  plant  ex 
pansion  plans  again,  we'd  build  them  al 
like  Saturn." 
ORIGINAL  CAST.  The  power-train  plant  ii 
Saturn's  most  high-tech  operation.  Tb 
engine  block  and  heads,  the  crankshaft 
and  the  differential  housing  are  forme( 
by  a  newly  perfected  method  called  lost 
foam  casting.  Molten  metal  is  poured  int< 
molds  containing  plastic  foam  patterns  o 
desired  parts.  The  plastic  vaporizes,  pro 
ducing  more  intricate  parts  with  greate 
precision,  which  then  need  less  costly  ma 
chining  to  meet  exacting  dimensions 
That  should  translate  into  30%  less  spend 
ing  for  tools  and  machinery.  The  basi 
technology  has  been  around  for  years 
but  Saturn  is  the  first  to  apply  it  to  high 
volume  production  of  large  components 
such  as  engine  blocks 

In  addition,  Saturn  will  machine  and  as 
semble  both  manual  and  automatic  trans 
missions  on  the  same  line  in  any  sej 
quence,  a  first  for  an  Americai 
manufacturer.  Doing  both  on  the  sam( 
line  allows  an  exact  match  to  car  produe 
tion,  with  no  inventory  buildup,  at  a  lowei  '-^f 
investment.  But  GM  had  never  tried  it  be 
fore  because  of  its  structure:  The  engi 
neers  designing  automatics  and  those  de 
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signing  manuals  worked  for  differen' 
divisions.  The  power  train  has  also  beer  ""Sar 
designed  for  ease  of  manufacturing 
which  reduced  the  number  of  operations 
required.  One  supplier  estimates  that  pro 

duction  costs  on  th^-nres 
power-train  lines  shoulc 
be  20%  to  40%  lowei 
than  those  of  conven 
tional  engine  plants. 

The  final  assemblj 
line  is  a  first  for  NortI 
America:  It's  made  ol 
wood.  That's  easier  or 
the  feet  for  those  whc 
stand  all  day.  The  the 
oiy,  applied  throughout  ifiJstf 
the  air-conditioned  facill 
ty,  is  that  less  strain  or 
workers  means  fewei 
mistakes.  The  line  is  a 
conveyor-like  series  ol 
pads  of  wood,  called 
"skillets,"  each  with  a 
pallet  at  its  center  hold- 
ing a  car  body,  which  nm 
moves  sideways  down  -  .Ig 


the  street 
teamwork 
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line.  As  the  pallet  holding  the  car's 
y  arrives  at  each  work  area,  it  is 
ed  or  lowered  to  make  the  workers' 
c  easier.  Better  yet,  unlike  regular  as- 
ibly  lines  where  a  worker  must  walk 
<eep  up  with  the  car  body,  workers 
'  with  the  car  on  the  skillet.  After  com- 
ing their  tasks,  the  workers  walk 
k  to  next  skillet. 

'ERLESS  PAYDAY.  As  each  finished  car 
,s  the  plant,  Saturn's  computers  will 
smatically  authorize  payment  to  sup- 
rs.  That's  something  GM  has  been  try- 
to  do  for  seven  years,  because  it  does 
ly  with  the  invoices  and  mounds  of 
ir  paperwork  involved  in  parts  pur- 
sing. It's  part  of  Saturn's  checkless, 
ilectronic  financial  system.  Unlike  the 
ly  scattered  data  bases  that  grew  up 
lin  GM,  Saturn  has  only  one  for  all  its 
incial  operations,  including  purchas- 
payroll,  and  dealer  billing.  "There  are 
le  things  we're  doing  here  that,  if  ever 
could  do  it,  there'd  be  a  ton  of  sav- 
5,"  Manoff  says. 

aturn  is  also  using  a  revolutionary  ap- 
ach  to  car  marketing  to  slash  its  distri- 
ion  costs.  Marketing,  delivering,  and 
ing  cars  at  retail  accounts  for  a  lofty 

>  to  35%  of  a  car's  cost,  estimates  J.  D. 
/er.  Typically,  a  carmaker  wants  to 
e  many  dealerships  in  each  market, 

negotiates  the  site  of  each.  But  Sat- 
officials  figured  Detroit  doesn't  al- 

?s  make  the  most  efficient  decisions 
handed  that  responsibility  to  its  care- 

y  selected  dealers. 

[)hn  Campbell,  president  of  Campbell 
emotive  Group  in  Orange  County, 
if.,  for  instance,  plans  to  launch  Sat- 

with  one  dealership  in  Santa  Ana, 
ing  a  second  in  Huntington  Beach 
ut  90  days  later.  Since  land  costs  in 
ntington  Beach  are  about  four  times 
se  in  Santa  Ana,  a  good  chunk  of  both 

and  parts  inventory  will  be  kept  in 
ita  Ana.  Says  Campbell:  "We  aren't 
ig  $30-a-foot  land  just  to  park  cars." 
figures  he's  covering  his  territory  for 

less  than  competitors, 
'o  go  after  the  import  buyer,  Saturn's 
t  70  dealers  will  be  located  mostly  on 
West  and  East  Coasts.  After  all,  the 
iest  way  to  avoid  cannibalizing  sales 
)ther  GM  cars  is  to  focus  on  areas  such 
California's  Santa  Clara  County, 
sre  imports  hold  more  than  65%  of  the 
rket.  And  Donald  W.  Hudler,  vice- 
sident  for  sales,  service,  and  market- 
,  adds  that  Saturn  chose  dealers  who 
iw  how  to  appeal  to  import  buyers — 
:e  many  of  them  also  sell  imports. 

>  AMERICAN.  The  first  wave  of  "teaser" 
debuts  this  summer,  the  work  of 

1  Riney  &  Partners  Inc.  One  dealer 
s  he  hopes  the  ads  are  nothing  like  a 
motional  film  for  Saturn  he  was 
iwn.  It  was  classic,  nostalgic  Riney: 
nes  of  rural  areas  and  a  general  store, 
lat's  Middle  America,"  snorts  the  deal- 


IF  IT'S  NOT  JAPANESE,  THEY  WOULDN'T 
BOTHER  KICKING  THE  TIRES 


CIVIC  PRIDE:  FOR  THE  STORTIS,  THERE'S  NO  GOING  BACK  TO  AMERICAN  CARS 


They're  not  impressed  by  $1,000 
cash  rebates,  cheap  financing,  or 
extra-long  warranties.  Instead, 
they  shop  long  and  hard  for  cars  that 
work,  coming  to  showrooms  armed 
with  product  knowledge — and  back  is- 
sues of  Consumer  Reports.  They're 
well-educated  and  prosperous,  though 
frugal  when  it  comes  to  cars.  They're 
the  26'a  of  Americans — 40%  of  Califor- 
nians — who  prefer  Japanese  autos. 

Those  are  the  customers  that  Saturn 
wants.  "We're  very  clearly  looking  at 
the  import  buyer,  and  when  you  quan- 
tify it,  I  think,  the  Honda  Civic  buyer," 
says  Patrick  Sherwood,  who  heads  the 
Saturn  account  at  ad  agency  Hal  Riney 
&  Partners  in  San  Francisco.  But  to 
lure  Americans  back  to  American  cars, 
Saturn  not  only  has  to  create  its  own 
image  but  also  must  overcome  the  im- 
age of  its  parent,  General  Motors  Corp. 
'PIECE  OF  JUNK.'  Listen  to  Janan  Storti. 
The  31-year-old  kindergarten  teacher 
lives  in  Burbank,  Calif.,  with  her  hus- 
band and  son  of  14  months.  She  drives 
a  three-year-old  Honda  Civic  sedan,  the 
counterpart  to  Saturn's  four-door  mod- 
el. Husband  Gary  commutes  to  his  job, 
selling  car  phones,  in  a  1984  Chevy  Ca- 
maro.  "I'm  sure  he  wouldn't  say  this," 
Janan  says,  "but  it's  a  piece  of  junk." 

Gary  says  he  bought  the  Camaro  be- 
cause he  "always  wanted  a  hot  car. 
But  then  reality  set  in."  Reality  came 
in  the  form  of  four  factory  recalls,  me- 
diocre gas  mileage,  and  routine  visits 
to  the  shop.  "We  ended  up  paying 
$20,000  for  a  car  that  breaks  down  all 
the  time,"  his  wife  laments. 


Janan  Storti  fits  Honda's  demo- 
graphics pretty  well.  Civic  sedan  buy- 
ers have  a  median  age  of  33,  68%  are 
female,  and  52%  are  married.  Fully 
60%  have  college  degrees,  46%  hold 
managerial  or  professional  jobs,  and 
median  household  income  tops  $40,000. 

When  the  Stortis  went  car  shopping, 
they  bypassed  domestic  carmakers  en- 
tirely. Besides  the  Civic,  they  test- 
drove  the  Toyota  Corolla,  Nissan  Sen- 
tra,  and  Mazda  323.  Their  priorities:  a 
reliable  car  with  a  reliable  company  be- 
hind it,  good  customer  service,  fuel 
economy,  and  enough  room  for  the 
family  they  were  planning.  But  what 
eventually  sold  them  on  the  Honda  was 
word  of  mouth.  "Honda  owners  will 
talk  your  ear  off  about  how  much  they 
love  their  cars,"  Gary  says. 

Would  the  Stortis  consider  buying 
another  American  car?  "Right  now, 
nothing  they  could  do  would  get  me 
into  a  showroom,"  Gary  says.  They 
first  want  to  see  Saturn's  track  record 
and  its  customer-satisfaction  rankings. 
"For  me,"  adds  Janan,  "the  big  thing 
that's  missing  is  trust." 

Saturn's  marketers  admit  that  they 
will  need  time.  "To  say  that  from  the 
git-go  we'll  get  someone  out  of  a  Civic 
is  naive,"  says  Riney's  Sherwood. 
"Whether  it'll  take  a  year,  or  three 
years,  I  just  can't  say."  Saturn  is  al- 
ready too  late  for  the  Stortis,  though. 
Having  decided  to  get  rid  of  the  Ca- 
maro soon,  they're  moving  up  to  a 
Honda  Accord  EX. 

By  Larry  Armstrong  in  Burbantc, 

Calif. 
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er.  "'That's  GM  territory.  It's  not  import 
countr\-."  Saturn  won't  be  specific  about 
its  ad  plans. 

But  the  dealer  raises  a  touchy  market- 
ing question:  Will  ads  emphasize  its  do- 
mestic pedigree  if  Saturn  hopes  to  lure 
the  import  buyer?  "We're  not  going  to 
wrap  the  flag  around  the  car,"  LeFauve 
says.  But  he  insists  that  being  a  domestic 
can  be  an  advantage.  "There's  a  desire 


out  there  to  buy  a  domestic  car,"  he  says, 
even  among  drivers  who  feel  "burned"  by 
bad  qualitv-  in  the  past. 

The  stviing  re\ie'ws  are  mixed,  though. 
In  January-,  Automobile  Magazine  ran 
spy  shots  of  what  it  said  was  SatiuTi.  Say- 
ing that  the  sedan  "would  fit  right  into 
Oldsmobile's  lineup,"  the  magazine 
opined  that  the  Saturn  designs  "break  lit- 
tle new  ground  st^iistically.''  That  may 


be — but  then,  most  Honda  and  Toyoj 
stv-hng  is  prettj-  conventional,  too.  Sal 
Saturn's  Hudler:  "I  think  our  designs  al 
right  for  oiu-  target  market."  The  rej 
key  to  Saturn's  success  will  be  qualiij 
which  will  have  to  be  top-notch  from^  tj 
first  car.  If  not,  GM  may  squander  ; 
"last  chance"  with  import  buyers  a:j 
never  see  them  again.  I 
By  James  B.  Treece  in  Spring  Hill,  Terr. 


WILL  GM  LEARN  FROM  ITS  OWN  ROLE  MODELS? 


anagers  from  General  Motors 
lof  Europe  Ltd.  strutted  their 
I  stuff  last  fall  at  gm's  annual 
conference  for  its  top  950  executives, 
in  Traverse  C\Xx,  Mich.  They  detailed 
how  a  combination  of  better  cars  and 
increased  producti\-itT."  had  ti*ansfonned 
the  Eiu-opean  di\ision  from  a  chronic 
money-loser  into  GM's  most  profitable 
car  operation,  beating  Ford  of  Europe 
Inc.  along  the  way.  "We  need  those 
role  models,"  says  GM  Chairman  Roger 
B.  Smith. 

GM  sure  does.  The  company's  histor\- 
has  been  a  litany  of  woes  for  most  of 
the  past  decade.  Its  North  American 
automotive  operations  are  just  barely 
profitable,  its  share  of  the  U.  S.  pas- 
senger-car market  has  plummeted,  and 
its  manufacturing  producti\'ity  lags  be- 
hind that  of  other  U.  S.  carmakers. 
SHARING  SECRETS.  Still,  the  company 
doesn't  lack  for  success  stories  within 
its  owTi  ranks.  There  are  a  few  GM 
di\-isions  that  seem  to  be  able  to  do  the 
things  the  rest  of  the  company  can't. 
Some  automotive  units,  such  as  GM  Eu- 
rope. CadOlac,  and  GMC  Truck,  have 
gained  market  share  in  recent  years. 


And  manufacturing  facihties,  such  as 
the  Buick  Cit\"  plant  complex,  have 
managed  to  improve  quality-  markedly. 
Saturn  Corp.  hopes  to  be  GM's  next 
bright  spot.  But  for  Saturn  to  succeed 
as  a  paradigm  for  the  rest  of  GM,  the 
giant  carmaker  wall  have  to  start  learn- 
ing from  its  own  role  models,  some- 
thing it  hasn't  yet  accomplished  on  a 
grand  scale. 

Smith  got  started  on  the  task  in 
1984  when  he  broke  down  the  venera- 
ble di\isions  between  the  company's 
car  operations.  He  lumped  Buick,  Olds, 
and  Cadillac  into  one  car  group  and 
Che\Tolet,  Pontiac,  and  GM  Canada  into 
another.  Managei^s  now  meet  regularly 
to  share  ideas  and  work  in  different 
di\isions.  J.  C.  Perkins,  who  left  GM  in 
1984  for  Toyota  Motor  Coi-p.  and  re- 
turned as  Che\Tolet  general  manager 
in  1988,  found  that  "there's  an  open- 
ness among  the  divisions  that  wasn't 
there  before." 

The  new  approach  has  helped  to 
transfer  manufacttiring  technologies, 
such  as  new  painting  systems.  Less 
technical  ideas,  however,  don't  spread 
as  easily.  For  example.  GM  managers 


who  worked  at  the  company's  jo 
venture  with  Toyota  came  away  sin 
ing  the  praises  of  job-secur!t\"  clause 
in  helping  to  motivate  workers.  But  th 
rest  of  GM  continues  to  idle  plants  eve 
as  it  hands  out  bonuses  to  executive 

GM's  ponderous  bureaucracy  is  a 
jor  stumbling  block.  "To  take  a  comp 
ny  that  has  800,000  people  worldwid 
and  try  to  change  the  culture,  that' 
kind  of  like  tning  to  parallel-park  th 
Queen  Marj-,"  admits  John  D.  Roct 
the  general  manager  of  GMC  True 
Div.  Despite  massive  cutbacks,  GM  sti 
has  36  vicepresidents — one  more  tha: 
it  had  a  decade  ago.  Toyota,  by  cor 
trast.  has  seven  layers  between  th 
chief  executive  and  the  worker  on  th 
plant  line.  Ford  Motor  Co.  has  17,  an 
GM  has  21  or  22,  depending  on  th 
plant. 

STAR  PERFORMERS.  No  wonder  the  G 

divisions  that  thrive  seem  to  be  th 
ones  that  enjoy  the  greatest  physicj 
or  organizational  distance  from  hea* 
quarters.  GM  Europe  is  an  ocean  awa 
from  Detroit.  GMC  Truck,  now  a  s 
performer,  was  for  years  a  poor  cousi 
that  was  virtually  ignored  by  to 
brass.  Saturn  stands  to  benefit  fror 
both  forms  of  separation,  since  it  ope} 
ates  in  Spring  Hill,  Tenn.,  as  an  indi 
pendent  subsidiarv'. 

Will  Saturn's  separation  help 
hurt?  Top  executives  want  lower-lev( 
managers  to  stop  waiting  for  order 
from  above  and  start  looking  aroim 
for  examples  to  emulate.  To  encourag 
that,  Saturn  is  asking  those  manager 
to  create  their  own  goals  and  busines 
plans.  But  GM's  critics  argue  that  th 
company  saps  any  sense  of  urgenc 
that  might  drive  middle  managers  t 
scour  the  globe — and  their  own  comp; 
ny — for  winning  ways.  Says  Donald  V 
Wamock,  a  New  Jersey  car  deale 
"The  house  really  has  to  bum  dow 
before  they  go  out  and  buy  a  fir 
truck."  And  even  a  S3  billion  fire  true 
called  Saturn  won't  do  the  job  if  it 
not  tised  right. 

By  James  B.  Tree* 
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ugnt  IS  we  controlling  rorce. 
A  com  sprout  grows  from  this  kernel  of  truth 


The  corn  sprout  conducts 
iunlight  down  to  its  root 
'ip.  From  there,  light  con- 
rols  the  young  plant's 
jrowth. 


No  two  ways  about  it  -  we  must 
admit  that  our  light  conducting 
glass  fibers,  known  as  optical 
fibers,  aren't  exactly  the  first  to 
light  the  way.  Take  corn,  for 
example.  The  tender  shoot  of  a 
germinated  kernel  conducts 
daylight  deep  down  to  the  very 
tip  of  its  root.  That's  the  con- 
trolling force  behind  the  growth 
of  a  corn  sprout. 

 Optical  fibers  are  ideal 

for  controlling  and  conducting 
light.  Like  in  the  middle  of  traffic. 
Bundles  of  optical  fibers  con- 
duct light  from  halogen  lamps  to 
the  front  plate  of  traffic  signals. 
And  the  free  ends  of  optical 
fibers  are  where  traffic  mes- 


Up  to  twelve  different  messages  can  be  programmed  in  a 
changeable  traffic  signal.  Schott,  a  pioneer  in  special  glass, 
developed  complete  optical  systems  to  enable  traffic  to  be 
optimally  controlled  under  all  conditions. 


•  •  • 
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sages  are  generated.  This  way, 
up  to  twelve  messages  can  be 
transmitted  by  a  single  traffic 
signal.  And  they  can  be  clearly 
seen  from  a  distance  -  even  in 
bad  weather. 

 Optical  fibers  for  traffic 

control,  available  from  Schott 
America,  are  just  one  "shining" 
example  of  their  application. 
Highly  transparent  optical  fibers 
also  control  switching  oper- 
ations in  power  plants  or 
transmit  data  between  com- 
puters. You'll  encounter  our 
fiber  optics  in  medicine,  analyt- 
ical instrumentation  and  in 
measurement  and  control 
technology.   We've   also  dis- 


covered a  new  application  for 
laser  conducting  systems. 

 Schott  worldwide:  50,000 

products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1  billion  in 
sales. 

 Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  BIO,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


a  SCHOTT 

Nobody  knows  more  about  glass. 


e 


BANKERS  I 


JUST  YOUR  FRIENDLY 

HOMETOWN  BANKER-^WITH  A  MEGABANK 


.iirli 
id 

jritl 


John  B.  McCoy  has  swelled  Banc  One's  assets  to  $37  billion.  But  has  he  bitten  off  too  much  in  Texa; 


ack  in  1988, 
when  John  B. 
McCoy  went 
looking  for  a  bigger 
home,  the  last  thing 
he  imagined  buying 
was  a  14,600-square- 
foot  converted  nun- 
nery. But  the  owner 
of  the  64-year-old,  Tu- 
dor-style behemoth — a 
friend  of  McCoy's — 
was  leaving  Colum- 
bus, Ohio,  for  another 
job  and  desperately 
needed  to  sell.  So  even 
though  the  chairman 
of  Banc  One  Corp. 
didn't  need  15  bed- 
rooms or  a  dining 
room  big  enough  for 
50  guests,  he  swooped 
in  and  bought  the 
house  for  SI. 6  mil- 
lion— about  half  the 
asking  price.  Concedes 
the  banker:  "I  kind  of 
stole  it." 

If  there's  one  thing 
McCoy  likes,  it's  a  bar- 
gain. Since  1984,  when 
he  stepped  into  his  fa- 
ther's shoes  as  chief 
executive  officer,  McCoy  has  bought  up 
scores  of  other  banks,  pared  down  their 
foreign  loans,  spiffed  up  their  consumer 
portfolios,  and  refashioned  them  into 
Banc  One-style  local  banks.  By  last  sum- 
mer, his  54  acquisitions  had  tripled  Banc 
One's  assets  to  $27  billion. 
DEPLETED  SOIL.  But  by  then,  Midwestern 
banks  weren't  looking  like  such  bargains 
anymore:  Banc  One's  five-state  market, 
whose  population  had  remained  stagnant 
for  years,  was  getting  saturated.  If  Mc- 
Coy wanted  his  customary  15/'  a  year 
profit  growth,  he  decided,  he  was  going 
to  have  to  look  for  bargains  elsewhere. 

His  market  of  choice:  the  Lone  Star 
state.  First  he  agreed  to  buy  20  failed 
Texas  banks  for  S500  million,  bringing 
Banc  One's  assets  to  approximately  $36 
billion.  McCoy  took  control  of  the  Texas 
banks — formerly  owned  by  MCorp  and 
now  named  Bank  One  Texas — on  Jan. 


31.  Two  days  later  he  buughl  t)alias- 
based  Bright  Banc  Savings  Assn.  and  its 
48  branches  for  .$45  million,  making 
Banc  One  the  country's  16th-largest 
bank,  with  $37  billion  in  assets.  But  Mc- 
Coy isn't  stopping  there.  In  March,  he 
announced  plans  for  a  $300  million  stock 
offering,  which  is  to  be  used  for  more 
acquisitions  in  Texas.  The  plan  surprised 
a  number  of  analysts,  given  the  poor 
climate  for  bank  stocks.  Banc  One  says 
it  will  scrap  the  offering  if  investors 


McCoy  has  kept  Banc  One 
focused  on  consumer  lending, 
allowing  liini  to  sidestep 
some  big  problems 


aren't  enthusiasti 
Not  so  long  ag 
Banc  One  manage: 
called  McCoy's  fathi 
"John  G.,  the  God 
The  younger  McC( 
was  "Johnnie  B.,  tl 
Boy."  But  nobo 
calls  him  that  an 
more.  Now  he's  Joh 
the  Banker.  Duri 
his  tenure.  Banc  One 
return  on  assets  h; 
averaged  1.23%,  tl 
highest  among  all  m 
jor  banks.  Its  191 
ROA  was  1.42%.  Tl 
average  for  the 
largest  banks  in  tl 
U.  S.  was  0.9%  and  tl 
average  for  Midwe 
regionals  1.04%. 

McCoy's  success 
especially  notable  gi 
en  a  banking  clima 
in  which  many  maj 
banks  have  been  wr 
ing  off  bad  loans  f 
years.  Money-cent 
banks  such  as  Chen 
cal  Bank  and  Man 
facturers  Hanov 
Corp.  are  still  reelii 
from  Third  World  loans  made  years  ag 
And  many  regional  banks,  such  as  Bai 
of  New  England,  are  stinging  from  re 
estate  problems.  By  contrast,  last  yeai 
net  income  at  Banc  One  hit  $363  milli 
on  revenues  of  $3.16  billion,  vs.  $163  m 
lion  in  profits  on  $1.05  billion  in  reven 
when  McCoy  became  CEO  six  years  eai 
er.  Analysts  forecast  profits  of  mo 
than  $435  million  this  year. 
WEEKLY  SPECIALS.  McCoy's  secret?  I 
has  kept  Banc  One  focused  on  consum 
banking,  allowing  him  to  sidestep  t 
real  estate  loans,  Third  World  debt,  a; 
leveraged-buyout  problems  that  ha 
plagued  fellow  bankers.  The  busine 
loans  he  does  make  are  limited  to  lo( 
companies.  But  McCoy,  46,  is  hardly 
traconservative.  He  has  ushered 
flashy  retailing  concepts  unheard-of 
branch  banking,  including  Sunday  hou 
in  Ohio  and  weekly  specials  on  evei 
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ig  from  CDS  to  Caribbean  cruises, 
ch  are  arranged  through  Banc  One's 
1  travel  agency.  He  has  also  kept  the 
k  in  the  vanguard  of  electronic  bank- 
and  it  processes  credit-card  transac- 
s  for  1,500  other  banks,  finance  com- 
ies,  and  thrifts. 

fow  he  wants  to  use  his  success  as  a 
eprint  for  national  expansion.  It 
ces  sense — but  he  may  wish  he  had 
'ted  somewhere  besides  Texas.  The 
,e  has  become  a  hotbed  of  competi- 

(box,  page  66).  And  while  the  Feder- 
)eposit  Insurance  Corp.  has  absorbed 

MCorp  banks'  $2.5  bil- 

in  problem  loans,  Bank 
I  Texas  is  still  a  large, 
;ered  institution.  McCoy 
untested  on  a  turn- 
ind  of  this  scale. 
,  will  take  a  top-to-bot- 
overhaul:  MCorp  was 
narily  a  commercial 
ler  with  no  retail  opera- 
s.  Its  credit-card  busi- 
5 — McCoy's  forte — was 
;  four  years  ago.  Its 
iputer  system  i.^  unable 
landle  data  processing 
Banc  One-style  package 
)unts,  in  which  check- 
savings,  and  other  ac- 
fits  are  linked  together. 
1  it  had  only  63  loca- 
s  to  serve  17  million 
pie.  By  contrast,  Banc 
I  has  311  locations  serving  11  million 
)hio  alone.  Many  other  banks,  includ- 
Miami's  Barnett  Banks  Inc.,  decided 

to  bid  on  the  MCorp  banks  last 
ng.  "We  knew  we  could  get  an  ad- 
tageous  deal,  but  it  wasn't  worth  the 
uption,"  says  Stephen  A.  Hansel, 
nett's  chief  financial  officer, 
ntil  now,  McCoy's  record  of  profits 

kept  Banc  One's  stock  price  high 
ugh  to  fuel  takeovers  with  little  debt. 

should  he  flop  in  Texas,  frets  one 
itutional  investor,  "his  ability  to  ac- 
■e  other  banks  at  favorable  terms 
Id  be  jeopardized."  Naturally,  McCoy 
ks  he  can  make  it  work.  His  strategy 
3  for  buying  other  banks,  building 
•e  than  25  new  branches,  and  dou- 
g  Bank  One  Texas'  assets  to  $20  bil- 

in  five  years.  The  Bright  Banc  deal 
ces  Bank  One  Texas  the  state's  third- 
;est  bank,  behind  NCNB  Corp.  and 
mical  Bank's  Texas  Commerce  Bank. 
E  BOSS.  McCoy  has  a  credo:  "If 
've  got  a  problem,  share  it.  Then  we 
iiave  a  problem.  If  you  don't,  and  it 
ws,  it's  your  ass."  But  for  all  the 
jh  talk,  he  is  almost  universally  de- 
bed  as  easygoing,  and  he  has  fired 

employees  over  the  years.  Instead, 
lets  managers  intimidate  each  other: 
iry  month,  each  of  the  200  Banc  One 
;s,  including  74  banks,  must  put  its 
ilts  on  a  companywide  computer  sys- 


tem. It's  there  for  all  to  see,  creating  an 
atmosphere  charged  with  rivalry. 

Clearly,  McCoy's  style  helps  propel 
the  organization.  An  early  fan  of  man- 
agement guru  Tom  Peters,  he  manages 
by  making  himself  available  to  his  peo- 
ple and  their  ideas.  "He'll  support  you 
when  you  want  to  go  out  on  a  limb," 
says  William  P.  Boardman,  Banc  One's 
executive  vice-president  for  acquisitions, 
"so  you  hate  to  disappoint  him."  An  ex- 
ample: In  1988,  McCoy's  credit-card  exec- 
utives proposed  selling  Banc  One's  cred- 
it-card receivables  to  investors.  With  the 


extra  breathing  room  on  its  balance 
sheet,  it  could  drum  up  even  more  credit- 
card  business.  It  was  an  unheard-of 
proposition,  but  McCoy  readily  embraced 
it.  Several  other  big  banks,  including 
Citibank,  have  since  followed  suit. 

While  McCoy's  father  was  known  for 
his  banking  prowess,  McCoy  revels  in 
organizing  and  managing.  Even  his  golf 
game  takes  careful  organization.  He  and 
his  regular  partner.  Director  Robert  D. 
Walter,  play  a  yearlong  tournament  in 
which  they  keep  track  of  most  matches 
won,  most  holes  won,  and  least  number 
of  double  bogies.  The  loser  takes  the 


LEADING  THE  PACK 

Under  McCoy,  Banc  One  has  outpoced 
comparable  banks  in  return  on  assets 
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▲  PERCENT         •COMPOSITE  FIGURES  fOR  W  MIDWEST  REGIONAL  BANKS 
WITH  GREATER  THAN  S2  BILLION  IN  ASSETS 

DATA:  BANC  ONE;  KEEFE,  BRUYEnE  &  WOODS  INC, 


winner  and   his   wife   on  vacation. 

Around  the  office,  McCoy  works  hard 
at  not  appearing  too  lofty.  To  introduce 
Banc  One's  new  True  Blue  money-mar- 
ket accounts  in  1989,  he  dressed  up  as 
one  of  the  Blues  Brothers — complete 
with  dark  glasses  and  white  socks.  Two 
years  ago,  he  appeared  in  one  of  the 
company's  in-house  videos  wearing  a 
straw  hat  with  blinking  lights. 

The  capers  were  reminiscent  of  his 
college  days — or  at  least  the  first  two 
years.  As  a  freshman  and  sophomore  at 
all-male  Williams  College,  friends  recall, 
McCoy  seemed  to  spend 
more  time  driving  to  near- 
by co-ed  colleges  than 
cracking  the  books.  Says 
classmate  Jonathan  S.  Lin- 
en: "John  was  committed 
to  living  the  full  life."  At 
his  dad's  insistence,  McCoy 
cleaned  up  his  act,  made 
the  dean's  list  in  his  final 
two  years,  and  enrolled  in 
Stanford  University's  busi- 
ness school.  After  gradua- 
tion he  spent  three  years  in 
the  U.  S.  Air  Force,  joining 
Citicorp  in  1970.  No  fan  of 
New  York,  he  stayed  for 
less  than  a  year  before  go- 
ing liome  to  Columbus. 
IRON  FIST.  At  first,  working 
in  the  shadow  of  his  leg- 
endary father  was  difficult. 
The  elder  McCoy  ran  the  bank  with  an 
iron  fist.  When  it  was  trying  to  build  its 
earnings  in  the  1960s,  John  G.  refused  to 
let  executives  have  more  than  one  tele- 
phone line.  But  the  senior  McCoy  was 
also  one  of  banking's  most  creative  exec- 
utives. He  helped  Bank  of  America  bring 
its  BankAmericard  (now  Visa)  into  main- 
stream America  in  1966  by  franchising  it 
nationally.  He  helped  give  automatic  tell- 
er machines  their  start  in  one  of  his 
branches  in  1971.  And  in  1977,  he  agreed 
to  process  Merrill  Lynch  &  Co.'s  cash- 
jnanagement  account — essentially  the 
first  money-market  account  tied  to  a 
checkbook.  This  infuriated  other  bank- 
ers, who  saw  the  account  as  competing 
for  their  customers. 

With  only  17^  of  the  company's  stock 
in  family  hands,  the  top  job  was  hardly  a 
birthright  for  the  chairman's  son.  The 
younger  McCoy  worked  his  way  through 
six  different  sections  of  the  bank.  One  of 
his  first  jobs  was  running  the  credit-card 
division,  which  he  built  into  one  of 
the  nation's  largest.  Banc  One  was  a 
pioneer  in  offering  tie-ins  with  groups 
such  as  the  American  Association  of  Re- 
tired Persons  and  airline  frequent-flier 
programs. 

He's  not  afraid  to  look  outside  of 
banking  for  ideas,  either.  Vacationing 
with  board  member  Leslie  H.  Wexner, 
founder  of  The  Limited  Inc.  retail  chain, 
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McCoy  asked  him  how  he  would  reinvent 
a  bank  branch.  The  result  is  a  branch  in 
Sawhill,  Ohio,  that  features  blue  neon 
signs  and  a  huge  skylight.  Tellers  stand 
way  in  the  rear,  like  cashiers  in  a  retail 
store,  and  customers  are  enticed  by  vari- 
ous loan  departments  on  their  way  back. 
In  two  years,  the  office  has  grown  to 
hold  $35  million  in  deposits.  McCoy  has 
since  opened  six  similar  branches. 
FAILED  TRIES.  Not  all  of  McCoy's  experi- 
ments have  worked  out  so  well.  In  the 
mid-1970s,  he  introduced  some  of  the 
first  point-of-sale  debit  cards.  These 
cards,  which  consumers  could  use  to  pay 
for  goods  directly  from  their  checking 
accounts,   were   dumped   after  six 


months.  A  1985  home  banking  experi- 
ment racked  up  $2  million  in  losses  be- 
fore McCoy  pulled  the  plug.  But  he  isn't 
one  to  give  up  easily.  Banc  One  will  take 
another  stab  at  home  banking  this  year. 

It's  unlikely  he'll  try  anything  too 
flashy  in  Texas  for  a  while.  He's  focus- 
ing on  shaving  costs  and  buying  more 
banks  to  improve  Bank  One  Texas'  retail 
posture.  He's  wooing  credit-card  custom- 
ers with  127'^-to-14'7f  annual  rates  and  no 
yearly  fee,  and  he's  urging  Texas  law- 
makers to  legalize  home  equity  loans. 
Frank  Anderson,  a  bank  analyst  at  Little 
Rock  investment  firm  Stephens  Inc.,  is 
fairly  bullish  on  Banc  One's  prospects: 
"They're  the  last  ones  here,  and  that  will 


mean  slower  growth.  But  they've  alwa; 
been  patient  builders." 

As  usual,  McCoy  is  keeping  his  eyj, 
open  for  deals.  In  January,  just  as 
was  getting  ready  to  take  control 
Bank  One  Texas,  McCoy  bought  a  bai 
in  Milwaukee.  Next  on  his  hit  list  is  I 
nois,  and  the  states  that  separate  01 
from  Texas  are  also  in  his  sights.  B 
for  now,  he'd  better  concentrate  on  m£ 
ing  Texas  work.  "McCoy  is  banking 
golden  boy,"  says  one  institutional  inv( 
tor.  "The  MCorp  deal  will  either  dull  th 
luster  or  it  will  blind  you." 

By  Stephen  Phillips  in  Columbus,  Oh 
with  Kevin  Kelly  in  Dallas  and  burci 
reports 


SLUGGING  IT  OUT  ON  BANKING'S  BOOT  HILL 


anc  One  Corp.'s  John  B.  McCoy 
.might  as  well  be  walking  into  a 
bee's  nest.  Shortly  after  fellow 
out-of-stater  NCNB  Corp.  entered  the 
Texas  market  in  1988,  it  asked  one  cus- 
tomer to  boost  her  collateral  on  a  loan. 
Furious,  the  woman  gathered  friends 
and  began  picketing  the  main  Abilene 
branch.  Then  she  printed  up  2,000 
"Boycott  NCNB"  bumper  stickers. 
What's  more,  some  Texans  have  de- 
cided that  loan  money  doesn't  flow 
freely  enough  at  NCNB.  They  have 
dubbed  the  newcomer  "No  Cash  for 
Nobody." 

Name-calling  is  only  the  beginning 
for  banks  such  as  NCNB.  The  real 
threat  comes  from  other  bankers  ze- 
roing in  on  the  Texas  market.  Like 
McCoy,  they're  aggressive,  cocky, 
and  determined  to  conquer  the  na- 
tion's third-largest  bank  state,  which 
boasts  $175  billion  in  deposits.  They 
have  turned  Texas  into  "the  Beirut 
of  the  banking  industry,"  says  Aus- 
tin consultant  Alex  Sheshunoff. 
BANKERS  THREE.  McCoy's  three  most 
fearsome  rivals  are  likely  to  be  A. 
Robert  Abboud,  Timothy  P.  Hart- 
man,  and  Lewis  S.  Ranieri.  Abboud 
is  the  former  First  Chicago  chair- 
man who  bought  control  of  Hous- 
ton's First  City  Bancorp,  in  1988. 
Hartman,  once  the  chief  financial  of- 
ficer of  NCNB  in  Charlotte,  N.  C,  is 
the  new  president  of  NCNB  Texas  Na- 
tional Bank,  formerly  First  Republic- 
Bank  Corp.  And  Ranieri,  a  onetime 
Wall  Street  whiz,  led  a  buyout  of 
Houston's  United  Savings  &  Loan 
Assn.  in  1988. 

Abboud,  60,  has  moved  with  light- 
ning speed  in  Texas.  After  staffing  up 
with  five  former  First  Chicago  officers, 
he  proceeded  to  whip  First  City  into 


shape.  He  centralized  control  over  its 
70  branches,  reduced  management  lev- 
els, and  cut  expenses  across  the  board. 
While  assets  have  grown  157^  in  the 
past  year,  to  $14.1  billion,  expenses  are 
flat.  Abboud  has  tightened  lending  pol- 
icies, cracked  down  on  deadwood  em- 
ployees, and  made  loan  officers  get  out 
and  drum  up  more  business. 


Abboud  also  has  shifted  First  City 
into  consumer  fields,  where  it  will  com- 
pete directly  with  Banc  One.  Once  pri- 
marily a  business  bank.  First  City  now 
offers  "loans  by  phone"  and  some 
home  banking  services.  Yet  Abboud  is 
nothing  if  not  bottom-line  conscious. 
Rather  than  trying  to  build  up  First 
City's  credit-card  unit,  he  recently  sold 
the  business  to  Bank  of  New  York. 


The  results  have  been  profitable:  Firs 
City  earned  $112.2  million  in  1989. 

Hartman,  51,  is  quick  to  distinguis 
NCNB  Texas  from  Abboud's  outfit.  "W 
want  to  dominate  every  market,"  h 
says.  That's  a  philosophy  he  picked  u 
from  Hugh  L.  McColl,  ncnb's  supei 
acquisitive  chairman.  Bolstered  b 
huge  federal  subsidies,  Hartman  ha 
easily  outbid  his  rivals  to  snap  up  9 
banks,  giving  NCNB  258  branches.  H 
blitzed  the  m.arket  with  an  ad  canr 
paign  trumpeting  new  packaged  cor 
sumer  products  that  offer  high  C 
rates,  free  checking,  and  othe 
perks.  To  drum  up  commercial  bus 
ness,  he  has  sent  salespeople  ox> 
to  talk  to  companies  for  the  firs 
time  in  years.  Deposits  have  soare 
25%,  to  $25.6  billion,  and  asset 
are  up  by  nearly  one-third,  to  $33. 
billion. 

Caught  between  the  two  giants  i 
Ranieri,  43,  who  received  the  lea; 
federal  assistance.  His  19-branc 
bank,  with  assets  of  $5  billion,  wa 
capitalized  with  $200  million  raise 
by  a  Ranieri-led  group.  He  has  sol 
most  of  its  $500  million  junk-bon 
portfolio  and  many  of  its  odd  asset; 
including  a  taxi  service.  The  forme 
Salomon  Brothers  Inc.  executive 
out  to  turn  already-profitable  Unite 
into  a  market-driven  company  stresi 
ing  home  mortgages,  now  that  houi 
ing  prices  seem  to  be  recovering  i 
Texas.  His  goal  is  $15  billion  in  asset; 
but  growth  will  be  tough.  When  h 
made  a  bid  for  Houston's  Universit 
Savings  Assn.,  "NCNB  handed  us  ou 
heads,"  Ranieri  says.  "We'll  just  hav 
to  keep  getting  back  up."  That's  th 
way  it  goes  in  a  street  brawl. 

By  Mark  Ivey  in  Houston,  mth  Kevi 
Kelly  in  Dallas 
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COULD  GO  OFF 


5lS 

(j& 

tloii 
i  of 

it  21 
itjrs,' 

liolia 
longe 

lUDlOSi 

;KrtiD| 


As  interest  payments  balloon,  more  companies  may  crack  under  the  strain 


ear  those  sinister 
sounds?  They're  the 
time  bombs  ticking  deep 
inside  many  of  America's  most 
debt-laden  corporations.  As  if 
life  weren't  hard  enough  for 
junk-bond  issuers,  they  now 
face  interest  payments  that 
automatically  increase  and  de- 
ferred interest  that  can  no 
longer  be  postponed.  As  each 
day  goes  by,  a  host  of  compa- 
nies comes  closer  to  expensive 
new  responsibilities  that  they 
agreed  to  shoulder  to  entice 
buyers  to  their  high-yield  pa- 
per. While  some  companies  can 
escape  disaster  by  dipping 
deeper  into  ample  cash  flows, 
plenty  of  others  are  boxed  in, 
particularly  by  the  inhospitable 
junk-bond  market. 

The  casualties  are  already 
mounting.  Hillsborough  Hold- 
ings Corp.,  the  parent  of  con- 
struction-products maker  Jim 
Walter  Corp.,  went  into  bank- 
ruptcy protection  last  year  only 
two  days  before  its  payment 
was  slated  to  shoot  up.  Bat- 
tered Western  Union  Corp.'s 
payments  jumped  IT/I  eight 
months  ago,  and  now  it  is 
warning  investors  that  it  may 
follow  Hillsborough  if  it  can't 
get  a  break  from  creditors.  Cir- 
cle K,  Ingersoll,  Interco,  and 
Southland  aren't  saying  they 
are  that  bad  off,  but  the  im- 
pending squeeze  is  forcing 
them  to  restructure,  sell  assets, 
or  sacrifice  their  independence 
for  an  injection  of  new  money 
from  outside  investors  (table). 

The  lives  of  even  strong  leveraged 
companies  have  become  complicated.  R.JR 
Nabisco  Inc.,  the  largest  leveraged 
buyout  in  history,  could  be  severely  hob- 
bled by  a  possible  ballooning  of  interest 
payments  next  year  on  $6.7  billion  of  its 
junk.  This  prospect  already  has  helped 
to  pull  down  the  prices  of  its  once  high- 
flying bonds  (page  70). 


If  the  $200  billion  junk  market  weren't 
in  the  doldrums,  maybe  no  one  would  be 
painting  such  gloomy  scenarios.  With 
junk  defaults  rising  217^  last  year  over 
1988  and  junk  interest  rates  surging, 
debt  rollovers  are  out  of  the  question. 
Some  $41.5  billion  in  junk  bonds  have 
expanding  interest-payment  provisions 
that  are  triggered  over  the  next  five 


years — and  should  things 
wrong,  as  much  as  20%  of  t\ 
could  place  issuers  in  real  jec 
ardy.  Says  John  A.  Paulson, 
partner  at  investment  fir 
Gruss  &  Co.:  "A  terrible  tir 
of  reckoning  is  up  ahead." 

Of  the  three  ways  to  build 
automatic  interest  boosts,  t 
most  talked-about  lately 
r.jr's  headache:  the  reset.  He 
an  issuer  must  hike  the  intert 
rate  if,  on  a  certain  date, 
bonds  aren't  trading  at  fa 
\alue  or  slightly  above.  T 
higher  coupon  is  supposed 
get  the  price  back  up  to  fa 
value.  In  Western  Union's  cas 
the  bonds  were  only  trading 
92,  or  $92  for  each  $100  of  fa 
value,  on  the  reset  date  la 
June  15.  So  the  company  lift 
the  rate  it  paid  to  19.25%  frc 
16.5%.  The  move  increas 
Western  Union's  interest  c 
pense  by  $7  million  a  year  a;  »i  up 
helped  bring  the  company  to 
current  sorry  pass.  The 
bonds,  incidentally,  recent 
were  trading  at  40.  It  was 
reset  provision  that  pushi 
Hillsborough  into  Chapter  11 
ZERO  SPECTER.  The  Other  t\ 
interest  escalators  are  c 
ferred-payment  instrument 
Investors  must  wait  about  fi 
years  to  receive  any  cash.  ' 
buyers,  this  seems  like  a  hi 
gain.  With  the  payment-in-kii 
security,  or  PIK,  the  first  fi 
years'  interest  brings  them  £ 
ditional  paper,  not  cash.  Wh 
payout  time  arrives,  buyers  a 
holding  more  bonds  than  th 
paid  for,  so  they  get  bigger  intere 
checks. 

The  other  deferred-payment  securi 
is  a  type  of  zero-coupon  bond.  Investo 
purchase  a  zero  at  a  discount,  usua! 
about  35  or  40,  and  start  collecting  inU 
est  several  years  into  its  term.  Soul 
land  Corp.  demonstrates  the  perils  tri 


lecto: 
m.  I 
i  jiin 
'lasti 

i  n 
m  1 
mi 

Ml 
<)im 


am 


ink  k 

m. 

aitei 

:lm. 
raiii 

!  tie  it 
i  Co.' 


■  wh 
iceton  (! 
Tiiieli  f 

B 

liHj 

paraer 
-^!n?  ai 
■ki 
Belo( 
mot 
^  have 
iiastli 
'iii^  lit 


that  approach.  The  Dallas-based  opei 


asii 
iiilar. 

■  Tie; 
in. 
'■CJri;,j 

Mrti) 

■  m 


68  BUSINESS  WEEK/APRIL  9,  1990 


r  of  7-Eleven  Supermar- 
ts  Inc.'s  stores,  now 
oaning  from  the  strain 

a  $4.9  billion  LBO  in 
87,  doesn't  have  to  repay 

16.57c  zeroes  until  after 
;c.  15.  But  the  mere  pros- 
ct  of  that  deadline 
Iped  push  the  company 
X)  the  arms  of  Japanese 
?estors,  who  are  offering 
buy  757f  of  the  equity  if 
ndholders  swap  for  debt 
th  longer  maturities  and 
me  stock. 

lANDlOSE.  The  illusion 
pporting  PiKs,  zeroes, 
d  resets  was  that  no  one 
eded  to  face  their  conse- 
ences.  Before  the  $200 
lion  junk  market's  de- 
ne last  fall,  not  many  of 
e  $12  billion  in  reset 
nds  actually  needed  to 
reset.  Few  dealmakers 
irried  about  the  distant 
y  when  zeroes  ($23.5  bil- 
n  outstanding)  and  PlKs 
)  billion)  would  turn 
3h-paying. 

[n  retrospect,  the  grandi- 
3  visions  of  many  deals 
anced  by  these  and  oth- 

junk  bonds  look  more 
e  Wile  E.  Coyote's  elabo- 
:e  attempts  to  catch  the 
ad  Runner — which  usu- 
y  wind  up  with  Wile 
.mming  into  a  mesa  wall, 
ke  the  Ingersoll  Publica- 
ins  Co.'s  Community 
jwspapers  Inc.,  which 
ided  up  on  junk  debt 
ring  the  1980s  to  buy 
)re  publications.  The 
inceton  (N.  J.)  chain  paid 
)  much  for  the  new  pa- 
rs and  is  having  a  tough 
le  keeping  up  with  inter- 
:  payments  because  of 
pping  advertising  in- 
Tie.  Just  its  luck:  A  reset 
adline  looms  in  a  mere 
ree  months,  and  its 
nds  have  tanked.  Inger- 
II  is  hustling  to  buy  back 

bonds  before  the  dead- 
e,  using  bank  financing 

pay  as  little  as  25$  on 
5  dollar.  Company  offi- 
,1s  say  the  slump  is  tem- 
rary.  They  express  confi- 
nce  that  investors  will  accept  the 
structuring,  and  they  say  they  are  sell- 
l  several  holdings. 

Big  borrowing  and  flawed  strategy 
med  out  to  be  a  volatile  mixture, 
estern  Union  didn't  use  its  leverage  to 
versify  out  of  telex  service,  demand 
r  which  plummeted  in  the  1980s  as  a 


THE  DEALS  THAT  JUHK-BOND 
IHVESTORS  ARE  WATCHIHG 


7-ELEVEN:  BAILED 
OUT  BY  JAPAN 


Face  value 
outstanding 

Millions  of  dollars 


Current 
interest  rate 

Percent 


Prospects 


DEFERRED  INTEREST 

These  companies  have  bonds  that  delay  cash  payments.  An  example  is 
zero-coupon  bonds  whose  interest  payments  are  postponed  for  five  years 


Dr  Pepper/ 
Seven-Up 

$541 

15.5% 

Hoping  skeptical  banks  will 
refinance  before  interest  hits 
in  1992 

Southland 

402 

16.5 

Parent  of  7-Eleven  stores 
seeking  Japanese  investors  to 
pay  interest  due  in  December 

Interco 

390 

14.0 

Already  selling  assets  to  raise 
cash  for  first  wave  of  pay- 
ments set  for  1991 

INSILCO 

218 

16.75 

Also  looking  to  asset  sales 
before  1992,  when  zeroes 
turn  cash-paying 

INTEREST  RATE  RESETS 

Bonds  issued  by  these  companies  require  higher  interest  rates  to  raise  the 
market  price  of  the  bonds  if  they  are  trading  below  face  value 

RJR  Nabisco  $ 

6.700 

13.7% 

If  bond  prices  stay  in  slump, 
huge  rate  boost  will  be  trig- 
gered in  May.  1991 

WESTERN 

Union 

500 

19.25 

Big  hike  in  June.  1989.  from 
16.5%  makes  it  tough  to  meet 
payment  due  June  15 

Community 
Newspapers 

125 

13.0 

Newspaper  empire  is  racing 
July  reset  deadline  and  hoping 
to  buy  back  bonds 

US  Home 

50 

11.25 

Homebuilder  faces  increase  if 
bonds  don't  soar  to  face  value 
by  Apr.  15 

Some  companies  a 
have  bonds  matun 

OTHER  PROBLEMS 

re  having  trouble  simply  servicing  existing  debt  or 
ng,  which  forces  them  to  repay  investors 

West  Point 
Acquisition 

$705 

15.25- 
17.25% 

Poor  asset  sales  and  incom- 
plete acquisition  leave  it  hard- 
pressed  to  make  interest 
payments 

Circle  K 

448 

7.25- 
13.0 

Convenience-store  chain  suf- 
fers from  red  ink  and  banks' 
tightening  credit 

General 
Development 

300 

12.6- 
12.9 

Fraud  guilty  plea  stalls  reve- 
nue needed  by  real  estate 
development  firm 

Amdura 

100 

12.5 

Hardware  distributor  pushing 
to  raise  money  by  selling  divi- 
sions before  June  maturity 

DATA:  COMPANY  REPORTS,  DILLON,  READ  8.  CO.,  FIRST  BOSTON  CORP.,  R.  D.  SMITH 


RJR  NABISCO: 

WEAKENING 

BONDS 


WESTERN  UNION: 

THREATENING 

BANKRUPTCY 


INGERSOLL: 
RESTRUCTURING 


result  of  facsimile-machine  competition. 
With  revenue  sinking  28'-^  from  1988  to 
1989,  Western  Union  must  carry  a  $500 
million  millstone  of  junk  with  an  upward 
interest  rate  reset.  As  though  to  prove 
that  bad  news  only  gets  worse,  the  hap- 
less Upper  Saddle  River  (N.J.)  company 
has  another  event  to  dread:  If  its  capital 


under  a  complex  formula  falls  below 
$312  million  for  two  straight  quarters — a 
likely  event  later  this  year — a  bond  cove- 
nant requires  Western  Union  to  begin 
buying  back  debt  in  $100  million  chunks 
every  six  months. 

Get  ready  to  hear  such  stories  about 
more  obscure  companies.  A  year  or  two 


NCE 
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ago,  few  investors  kept  close  watch  on 
the  finances  of  Seaman  Furniture  Co. 
and  SCI  Television,  which  underwent  re- 
structuring, or  Southmark,  now  in  Chap- 
ter 11.  Companies  on  the  new  watch  list 
include  General  Development  Corp.,  a 
Miami  land  developer  that  pleaded  guilty 
to  mail  fraud  on  Mar.  18.  Its  legal  woes 
have  thwarted  its  ability  to  sell  mort- 
gages to  bank.s — vital  for  the  company 
to  meet  debt  obligations.  Denver's  Am- 
dura  Corp.  is  scrambling  for  the  cash  to 
retire  $100  million  in  bank  loans  due  in 
June.  To  do  that,  the  hardware  distribu- 
tor hopes  to  sell  two  subsidiaries. 

Asset  sales,  the  panacea  of  junk's 
golden  era,  often  are  a  disappointment 
for  strapped  enterprises.  Ask  Chicago 
raider  William  F.  Farley,  whose  textile- 
making  West  Point-Pepperell  Inc.  re- 
cently sold  its  Cluett  Peabody  &  Co.  ap- 
parel unit  for  $410  million — .$200  million 
less  than  he  wanted.  Farley  is  having 
difficulty  meeting  a  $733  million  princi- 
pal payment  on  a  bank  bridge  loan  and  a 
$28.4  million  bond  interest  payment  due 
in  April,  and  so  he  is  negotiating  with 
creditors. 

Interco  Inc.,  the  St.  Louis  consumer- 
products  company  that  leveraged  up  to 
repel  a  1988  raid,  will  have  to  start  pay- 
ing interest  on  147(  zeroes  next  year.  It 
tried  to  get  $500  million  for  its  Ethan 
Allen  Inc.  furniture  retailer  but  accepted 
$380  million  from  Castle  Harlan  Inc.,  a 
New  York  buyout  firm — whose  chair- 
man, John  K.  Castle,  notes:  "They  were 
in  the  bad  position  of  having  to  sell." 
New  Interco  CEO  Richard  B.  Loynd  is 
looking  to  restructure. 
OPERATIVE  WORD.  Persuading  creditors 
to  settle  for  less  is  the  remedy  of  choice 
for  companies  with  big  interest  bearing 
down  on  them.  Dr  Pepper/Seven-Up 
Cos.,  which  pay  $75  million  in  interest 
yearly,  are  now  planning  how  to  avoid 
the  $84  million  more  they'll  owe  when 
zeroes  become  cash-paying  in  1993.  CEO 
John  R.  Albers  admits  the  soda  combine 
can't  hack  those  payments  and  soon  will 
embark  on  restructuring.  Although  it's 
too  early  to  tell  how  he  will  fare,  other 
such  schemes  are  running  into  powerful 
resistance  from  creditors  who  fear  they 
will  be  cheated.  Says  James  B.  Rubin,  a 
senior  managing  director  at  Sass  Lamie 
Rubin  &  Co.,  which  is  organizing  Inger- 
soll  bondholders:  "We  can  go  through  a 
bankruptcy  and  restructure  the  compa- 
ny without  losing  as  much." 

Losing  is  the  operative  word  for  both 
issuers  and  creditors:  Who  is  going  to 
lose  how  much  and  when?  Expect  to 
hear  more  of  this  talk  in  the  months 
ahead.  It  will  come  against  the  back- 
ground of  an  incessant  tick,  tick,  tick. . . . 

By  Larry  Light,  with  Leah  J.  Nathans  in 
New  York  and  bureau  reports 
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CEO  GERSTNER:  DESPITE  A  1991  DEADLINE,  HE  MAY  MOVE  BY  MID-APRIL 


WOULD  $2  BILLION  BUY 
FAITH  IN  RJR  NABISCO? 
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A  bond  purchase  may  be  the  cheapest  way  to  ease  junk  jitters 


In  better  times,  R.JR  Nabisco  Inc. 
could  have  ignored  junk-bond  market 
woes.  Unlike  many  debt-laden  compa- 
nies, it's  nowhere  near  insolvency.  Since 
its  buyout  a  year  ago  by  Kohlberg  Kra- 
vis  Roberts  &  Co.,  the  food-and-tobacco 
giant  has  sold  $5.6  billion  worth  of  as- 
sets ahead  of  schedule  and  above  price 
projections.  Operating  cash  flow — $647 
million  in  1989 — is  expected  to  more  than 
double  in  1990,  making  R-JR's  ratio  of 
cash  flow  to  cash  interest  a  bountiful 
2.5.  And  the  company  has  more  than  a 
year  before  it  must  reset  interest  rates 
on  two  key  payment-in-kind  bonds  to 
make  them  trade  at  par. 

Unfortunately  for  RJR  Chief  Executive 
Louis  V.  Gerstner  Jr.  and  his  boss,  Hen- 
ry R.  Kravis,  these  days  the  very  word 
"reset"  undermines  confidence  in  a  com- 
pany. With  reset  issues  totaling  $6.5  bil- 
lion at  the  end  of  1989  and  accruing 
interest  at  a  rate  of  $2.5 
million  a  day,  RJR  junk 
has  taken  a  pounding 
(chart).  "R.JR's  paper 
should  be  trading  at 
higher  prices  than  it  is," 
says  Brian  Doyle,  co- 
head  of  junk  research 
at  Salomon  Brothers 
Inc.  "[But]  the  market 
has  gone  from  extreme 
gullibility  to  extreme 
cynicism." 
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At  their  current  prices,  RJR  woul 
have  to  reset  the  issues'  coupons  at  20' 
to  25?',  which  could  sink  history's  bi| 
gest  leveraged  buyout.  That's  why  Wa 
Street  is  rife  with  rumors  that  R.JR  an 
KKR  will  do  something  to  defuse  the  n 
set  problem  and  refocus  investors'  attei 
tion  on  R.]R's  fundamentals.  The  comp; 
nies  may  act  as  early  as  mid-April 
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Both  RJR  and  KKR  declined  to  con  ts  t!ie  Ix 
ment  on  their  options,  which  range  froi 
doing  nothing  to  buying  back  all  or  pai 
of  several  bond  issues  to  selling  some  ( 
R-JR's  food  units  to  repay  bank  and  bon 
debt.  Sources  close  to  the  two  compani( 
note  that  their  plans  are  still  in  flu 
But,  BUSINESS  WEEK  has  learned,  Krav 
and  Gerstner  now  favor  one  course:  KK 
and  RJR  would  buy  back,  for  cash,  t\ 
converting  debenture  reset  due  in  20( 
that  is  trading  at  about  73(t  on  the  dolla 
'CHEAP  EQUITY.'  Kravis  and  Gerstnt 
would  have  to  offe 
bondholders  a  premiu)  pj 
above  that,  of  course- 
perhaps  85$.  At  th; 
price,  the  deal  wou' 
cost  them  about  $2  b 
lion.  But  that  would  st 
be  a  steal,  Wa 
Streeters  say.  The  20( 
debentures  are  conver 
ibie  into  257<  of  RJR 
equity  in  1993. 
they're  taken  out  of  i 
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ors'  hands,  KKR  would  boost  its 
e  in  RJR  from  58%  on  a  fully  diluted 
3  to  83%.  "They'd  be  buying  cheap 
ty,"  says  Ramon  de  Oliveira,  manag- 
iirector  of  high-yield  and  convertible 
rities  at  J.  P.  Morgan  Securities  Inc. 
d  they'd  be  sending  a  signal  to  the 
ket  that  they  are  confident  of  their 
hers."  A  buyback  would  also  cut  to- 
interest  costs  and  boost  other  RJR 
Is,  which  staged  a  comeback  on  the 
ors.  And  the  higher  the  price,  the 
T  the  reset  on  bonds  due  in  2007. 
iking  the  2009s  off  the  market  has 
r  attractions,  too.  It's  cheaper  than 
ng  the  2007s,  which  have  a  face  val- 
)f  $4  billion  and  are  also  accruing 
•est.  KKR  and  R.JR  could  buy  part  of 

issue  but  would  get  no  equity,  be- 
e  it  doesn't  convert  into  stock.  And, 

the  2009s  gone,  RJR  bonds  could  get 
her  boost.  Why?  Aside  from  the  re- 
ipecter,  RJR  bonds  have  suffered  be- 
e  the  issues,  in  toto,  are  simply  too 
for  the  current  junk  market.  "Many 
-yield  investors  were  up  to  their  lim- 
n  the  RJR  bonds  they  can  hold,"  says 
analyst.  A  buyback  could  give  some 
stors  more  capacity  for  R.JR. 
ime  Wall  Streeters  have  been  urging 
to  take  a  different  route:  sell  either 
Planters/Life  Savers  unit  or  parts  of 
isco  Brands  Inc.  and  repay  debt  ear- 
But  that's  unlikely — it  would  lower 
's  return.  According  to  one  invest- 
t  banker,  if  RJR  sells  only  the  assets 
s  current  divestiture  plan  (its  207^ 
e  in  the  ESPN  cable  network  and  its 
Q  American  food  unit),  KKR  will  earn 
nnual  rate  of  return  of  35%  through 

if  the  bonds  are  reset  at  15%.  With 
same  assumptions  and  a  reset  rate 
D%,  KKR  earns  32%  a  year.  But  if  it 

more  assets  at  market  prices  and 
ts  the  bonds  at  15%,  kkr's  return 
iS  to  25%.  "KKR  won't  sell  food  as- 
to  save  the  reset,"  the  banker  says, 
r  FACE.  Before  any  buyback,  KKR 
RJR  must  still  work  out  some  sticky 
ils.  To  raise  $2  billion,  KKR  will  have 
et  permission  from  investors  to  use 
a  money  in  its  equity  pool.  Some 

balk,  not  wanting  to  increase  their 
exposure.  But,  notes  one,  "anything 

be  made  attractive."  RJR,  mean- 
e,  will  have  to  seek  both  funds  and 
tiission  from  its  banks.  In  the  short 
1,  increasing  bank  debt  will  hit  the 
pany's  earnings.  And  both  RJR  and 

would  have  to  contend  with  public 
eption:  With  three  other  deals  in  dis- 
b,  KKR  doesn't  want  this  to  look  like 
Ivage  operation,  notes  one  investor, 
lit  the  logic  of  the  move  seems  clear. 

acting  sooner,  rather  than  later 
n  options  may  be  limited,  seems 
rt.  Best  of  all,  a  buyback  would  let 
go  back  to  managing  its  business, 
3ad  of  playing  to  the  junk  market. 
By  Judith  H.  Dobrzynski  in  New  York 


MARKETS  &  INVESTMENTS! 


THE  DAY  GOLD 
TURNED  TO  LEAD 


Did  the  dollar's  rally  cause  the  plunge  on  Mar.  26? 


When  London  gold  traders  came 
to  work  on  Monday,  Mar.  26, 
they  were  totally  unprepared 
for  what  would  happen  in  the  next  few 
hours.  True,  prices  had  failed  to  hold  the 
$400  mark  the  week  before,  but  trading 
in  the  Far  East  was  uneventful,  and 
some  believed  the  rumble  of  Soviet  mili- 
tary transports  across  the  Lithuanian 
border  that  weekend  would  spur  demand 
for  gold,  which  tyj^ically  rises  when  in- 
ternational tension  heightens. 
Instead  came  an  avalanche  of  sell  or- 
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ders,  many  of  them  believed  to  have 
been  placed  by  the  Saudi  Arabian  gov- 
ernment. That  touched  off  frenzied  sell- 
ing around  the  world.  By  some  esti- 
mates, as  much  3  million  ounces — equal 
to  about  5%'  of  the  world  production  last 
year — hit  the  market.  "We  saw  gold 
coming  at  us  from  every  source,"  says 
Peter  Hillyard,  bullion  trading  manager 
at  Chase  Manhattan  Bank  in  London.  "I 
haven't  seen  action  like  this  since  the 
day  the  stock  markets  crashed  in  1987." 
AGAPE.  But  for  the  gold  market.  Mar.  26 
was  bloodier  than  Bloody  Monday.  The 
price  skidded  nearly  $30  an  ounce  at  one 
point.  Gold  finished  the  trading  day  in 
New  York  with  a  slight  rebound,  and 
closed  at  slighly  below  $366.  Still,  for  the 


London  traders,  it  was  the  worst  one- 
day  drop  since  July,  1984,  and  New  York 
hadn't  seen  such  a  decline  in  seven 
years.  By  Mar.  28,  gold  had  rebounded 
by  an  anemic  $3  an  ounce.  "The  market 
is  shell-shocked,"  says  Andrew  Smith, 
metals  analyst  at  UBS  Phillips  &  Drew 
Ltd.  Traders  are  "standing  with  their 
mouths  open." 

While  it's  hard  to  fathom  the  sudden 
plunge,  it's  not  hard  to  see  why  gold  has 
been  slipping  since  it  hit  $425  in  early 
February.  The  rally  in  the  dollar — up  al- 
most lO'/f  against  the  yen  in  just 
eight  weeks — proved  too  tough  a 
competitor  as  a  store  of  value. 
Short-term  T-bills  yield  8.1'*^  ,  vs.  zip 
for  gold  bullion,  which  also  entails 
storage  expenses.  And  those  who 
buy  gold  on  margin  face  higher  bor- 
rowing costs.  Even  with  a  stubborn 
inflation  rate  of  4.5%'  in  the  U.  S., 
interest  rates  on  the  dollar  are  high 
enough  to  afford  investors  the  infla- 
tion insurance  gold  once  provided. 

Central  bankers  everywhere  have 
jacked  up  short-term  interest  rates, 
giving  gold  competition  from  all 
quarters.  Short-term  investments 
denominated  in  Japan's  beaten-up 
yen  yield  more  than  twice  the  un- 
derlying inflation  rate.  Likewise, 
Britain's  7.5'^  inflation  rate  doesn't 
look  too  menacing  because  short- 
term  interest  rates  are  double  that. 
Some  analysts  suspect  the  sell-off 
may  have  been  fueled  by  remarks 
from  Chancellor  of  the  Exchequer 
John  Major  the  previous  day  that 
suggested  Britain  might  be  ready  to 
enter  the  European  Monetary  System  in 
1991.  Such  a  move  would  stabilize  the 
pound.  A  firm  currency  with  a  15%-  inter- 
est rate  is  a  tough  combo  to  beat. 

Where  does  that  leave  gold?  Many  an- 
alysts expect  a  rebound,  but  not  to  $400 
anytime  soon.  Meanwhile,  investors  are 
rethinking  the  conventional  wisdom.  "It 
used  to  be  a  safe  haven  in  times  of 
political  or  monetary  instability,"  says 
William  Byers,  director  of  futures  re- 
search at  Bear,  Stearns  &  Co.  "Now, 
people  are  willing  to  leave  that  role  to 
financial  instruments  and  currencies."  If 
that's  so,  it's  hard  to  build  much  of  a 
case  for  gold  at  all. 

By  Jeffrey  M.  Laderman  in  New  York 
and  Mark  Maremont  in  London 
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THE  SORRY  STATE 
OF  THE  STATES 


Tough  times  in  the  Northeast  signal  budget  woes  nationwide 


issachusetts  Governor  Michael 
1 S.  Dukakis  and  White  House 
IChief  of  Staff  John  H.  Sununu 
are  light-years  apart  politically.  But  they 
share  one  distinction  neither  would  fea- 
ture on  a  bumper  sticker.  In  his  former 
role  as  New  Hampshire  governor,  Sun- 
unu, like  Dukakis,  pushed  spending  lev- 
els up  to  where  revenues  fell  far  short 
of  keeping  pace. 

Unfortunately  for  the  Bay  State, 
that's  where  the  similarities  end.  In  Feb- 
ruary, New  Hampshire  closed  its  gap 
with  spending  cuts  and  higher  consump- 
tion taxes  for  such  items  as  ciga- 
rettes and  gasoline.  Massachusetts 
pols  are  still  staring  at  a  projected 
$710  million  deficit  for  the  fiscal 
year  ending  June  30.  As  a  result, 
the  bond-rating  agencies  have 
bumped  the  state's  ratings  down 
several  times,  to  the  lowest  in  tht- 
U.  S.,  just  barely  investment  grade. 
TIGHTENING  VISE.  The  problems  of 
New  Hampshire  and  Massachusetts 
are  mirrored,  to  some  degree,  in 
half  the  states  in  the  U.  S.  State  and 
local  budgets  are  being  busted  by 
the  tightening  vise  of  slowing  econ- 
omies and  growing  demands  for 
services  (table).  In  the  most  desper- 
ate states,  nobody's  wallet  is  safe. 
New  York  is  weighing  an  unspeci- 
fied boost  in  corporate  taxes,  with 
the  goal  of  pocketing  an  extra  $340 
million.  New  Jersey  is  looking  at 
higher  income  and  fuel  taxes. 

Delays  in  dealing  with  financial 
problems  can  be  costly.  On  Mar.  26, 
for  example,  New  York's  protracted 
politicking  over  a  projected  $1.5  bil- 
lion deficit  for  the  fiscal  year  beginning 
Apr.  1  led  Standard  &  Poor's  Corp.  to 
take  the  unusual  step  of  downgrading 
the  credit  quality  of  the  state's  $3.9  bil- 
lion of  general-obligation  bonds  two 
notches,  to  A.  Since  February,  when  S&P 
put  the  bonds  on  review,  yields  on  out- 
standing bonds  rose  to  7.40%  from 
7.15%.  New  York  Comptroller  Edward 
V.  Regan  says  his  state's  sagging  bond 
ratings  could  cost  an  additional  $300  mil- 
lion over  the  next  five  years. 

Regan,  a  Republican  who  has  been 
critical  of  Democratic  Governor  Mario 
M.  Cuomo's  spending  levels,  doesn't 


fault  S&P  for  its  move.  The  budget  bick- 
ering "is  not  a  healthy  process,"  he  says. 
While  he  confessed  to  being  "a  little  sur- 
prised" at  the  timing  of  S&P's  downgrad- 
ing, he  said  the  move  can  be  justified. 
"Here  we  sit  five  days  before  the  start 
of  the  next  fiscal  year,  and  we  have  no 
budget  on  the  table."  Like  the  rating 
agencies,  Regan  says  that  New  York 
has  relied  too  heavily  on  gimmicks  to 
plug  its  deficit,  including  drawdowns  of 
reserves,  debt  restructurings,  and  pen- 
sion-fund recalculations.  Cuomo  agrees 
that  the  state  waited  too  long  to  get 


York  State  found  that  taxes  paid  by  c 
porations  fell  to  5.5%  of  total  coliectic 
in  1989  from  9.1%;'  a  decade  earlier.  H 
corporate  receipts  stayed  at  the  1979 
el,  they  would  have  contributed  an  ac 
tional  $900  million  to  the  state's  coffi 
last  year,  the  study  found.  ■••ii 
THINGS  TO  COME?  The  report  offeree 
hodgepodge  of  explanations:  the  shift 
of  profit  centers — and  tax  burdens- 
companies  to  overseas  subsidiaries;  1 
reported  profits  because  of  highly  lev  pte 
aged  balance  sheets;  and  the  tax  shel 
available  to  small-  and  medium-size  cc 
panies  that  have  become  "subchapter 
corporations,  which  pay  taxes  only  Bags  a 
the  individual  level.  fcove 

Do  the  problems  of  New  York 
Massachusetts  presage  tough  tin: 
ahead  for  other  states?  Quite  possil 
says  Ronald  Snell,  fiscal-affairs  direc 
of  the  National  Conference  of  State  L 
islatures:  "The  substantial  econor 
growth  and  low  inflation  of  the  19i 
enabled  states  to  manage  some  diffici 
long-term  fiscal  problems  rather  tlpii 
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serious   about   its   fiscal  problems. 

"Even  during  the  boom  times,  we 
were  stretched  thin,"  Regan  says.  "We 
weren't  cutting  spending  and  were  tap- 
ping all  the  one-shot  revenue  sources  to 
cover  recurring  expenses."  The  state's 
woes  are  all  the  more  unsettling,  he 
notes,  because  they  can't  be  blamed  on  a 
recession.  "If  the  economy  goes  bad, 
we're  going  to  be  in  trouble,"  he  says. 

Among  the  most  troubling — and  puz- 
zling— aspects  of  the  shrinking  revenue 
bases  of  New  York  and  other  states  in 
the  Northeast  is  a  shortfall  in  corporate 
tax  receipts.  A  November  study  by  New 


solve  them."  Facing  the  likelihood 
slow  growth,  states  must  find  ways 
fund  such  expenses  as  runaway  me( 
aid  costs,  education,  and  prisons.  Wl 
only  a  handful  of  states  are  being  for 
to  raise  taxes  this  year,  others  might : 
be  able  to  duck  them  for  long.  To  av 
new  taxes,  governors  will  have  to 
services,  and  batten  down  the  hatcl 
on  their  ships  of  state.  If  the  h 
choices  are  put  off  long  enough,  tl 
may  find  themselves  below,  bailing  f\ 
ously  with  Iron  Mike  and  Mario. 

By  David  Ztgas  in  New  York,  with 
reau  reports 
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GENE  G.  MARCIAL 


( CHAMPION  READY 
ORISE 

ROM  THE  MAT? 


Champion  International,  one  of  the 
world's  largest  paper  producers, 
has  been  left  at  the  gate  by  the 
•ong  performance  of  most  other  pa- 
r  stocks.  And  analysts  have  been 
ur  on  the  company.  Why?  Quarterly 
rnings  comparisons  should  "remain 
gative  and  further  weaken  during 
)st  of  1991,"  says  Saul  Yaari,  an  ana- 
>t  at  Piper,  Jaffray  &  Hopwood  in 
nneapolis. 

But  some  smart-money  investors 
ve  been  buying  Champion  Interna- 
nal  ever  since  the  stock  slid  to  27, 
!t  a  whisker  away  from  its  52-week 
V  of  26.  These  pros  believe  that  man- 
ement  is  now  determined  to  assuage 
e  growing  dissatisfaction  among 
me  of  its  biggest  shareholders — in- 
iding  investor  Warren  Buffett.  He 
[itrols  an  8%  voting  interest  in  Cham- 
m  through  the  300,000  shares  of 
1%  preferred  stock  that  he  bought  in 
icember  for  $300  million. 
Whispers  are  that  Champion  will 
3n  sell  its  timberland  holdings  in  the 
9st  for  about  $2  billion.  The  sale 
ould  kick  up  the  stock  since  it  would 
^nal  that  management  is  taking  steps 
enhance  the  value  of  the  company's 
ares.  For  one  thing,  selling  the  acre- 
e,  located  mainly  in  California,  Mon- 
la,  Oregon,  and  Washington,  would 
avide  money  to  repurchase  more 
)ck.  Champion  has  bought  back  2.8 
llion  of  its  shares  under  a  10  million- 
are  buyback  program  authorized  in 
ly.  One  Champion  executive  con- 
med  that  the  California  land  is  on 
3  block. 

NBER  TREASURE.  Champion  owns  5.8 
llion  acres  of  timberland  in  some  21 
ites,  which  it  carries  on  the  books  at 
.5  billion,  or  about  $275  an  acre.  But 
cording  to  Woody  Preucil,  an  analyst 

13D  Research,  that's  way  too  low. 
ised  on  deals  involving  comparable 
fiberland  over  the  past  several  years, 
eucil  estimates  that  the  market  val- 

of  Champion's  acreage  should  ex- 
3d  $2.6  billion.  And  that  doesn't  in- 
ide  the  value  of  the  company's  2.5 
llion  acres  of  Canadian  timberland. 
eucil  puts  Champion's  breakup  value 

$68  a  share.  One  New  York  money 
inager  pegs  it  even  higher,  at 
)und  $80  a  share. 

A.ccording  to  a  New  York  trader,  CBS 


NO  CHAMPION 
FOR  INVESTORS 


MAR.  28,  90 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


Chairman  Larry  Tisch  has  been  a 
heavy  buyer  of  Champion  shares  re- 
cently. The  trader  says  the  purchases 
were  made  through  First  Boston  and 
Salomon  Brothers.  Loews,  the  tobacco 
and  insurance  company  that  Tisch  con- 
trols, received  clearance  in  December 
from  the  Federal  Trade  Commission  to 
acquire  up  to  15%  of  Champion's  out- 
standing shares.  Loews  declined  to 
comment.  Another  big  Champion  fan  is 
legendary  investor  John  Templeton, 
whose  mutual  funds  own  a  5.7%  stake. 


RED  FLAG 

ON  FIRST  BANK 


ank  stocks  are  being  hammered 
-at  an  alarming  rate  as  investors 
'worry  about  losses  from  prob- 
lem loans.  Shares  of  regional  banks 
have  not  been  spared.  On  average,  re- 
gionals  have  slumped  about  10%-  since 
yearend.  But  First  Bank  System,  the 
Minneapolis  bank  holding  company,  did 
much  worse:  It  has  tumbled  25%  from 
Jan.  1  and  by  more  than  50%,  to  13, 
from  its  1989  high  of  26. 

The  bank's  disappointing  fourth- 
quarter  earnings  were  bad  enough. 
But  some  analysts  were  shocked  when 
First  Bank  boosted  reserves  for  the 
quarter  to  $175  million  since  they  had 
expected  a  provision  of  $35  million. 
That  meant  that  at  yearend,  the  loan- 
loss  reserve  was  a  gigantic  135%  of 
nonperforming  loans,  compared  with 
about  100%  in  the  previous  quarter. 
Standard  &  Poor's  downgraded  First 
Bank's  senior  debt  to  BBB+  from  A-. 
S&P  says  the  downgrades  on  debt 
of  about  $2  billion  reflect  expectations 
that  operating  performance  will  contin- 


ue to  be  weak  through  most  1990. 

All  that  has  led  analysts  to  scale 
back  earnings  estimates.  Jim  Rosen- 
berg of  Shearson  Lehman  Hutton  cut 
his  1990  forecast  to  $1.70  a  share  from 
$1.85  in  January.  In  October,  his  esti- 
mate was  as  high  as  $2.75.  And  Rosen- 
berg's new  number  could  get  sliced 
further,  depending  on  the  size  of  the 
loan-loss  reserve  that  new  CEO  John 
Grundhofer,  who  took  office  on  Jan. 
31,  may  impose  after  reviewing  the 
bank's  portfolio.  Rosenberg  expects 
problem  assets  ,  to  rise  10%  to  20%,  or 
$30  million  to  $60  million,  in  the  first 
quarter — and  he  expects  another  boost 
in  reserves. 

Rosenberg  has  advised  clients 
against  buying  First  Bank's  shares  for 
the  near  term.  Despite  its  recent  fall  in 
price,  the  stock  still  trades  above  its 
book  value  of  $12.62  a  share.  Manage- 
ment would  like  to  retain  the  dividend, 
currently  $1.44  a  share.  "But  a  further 
cut  can't  be  ruled  out,"  he  says. 


HILTON  MAY  SHAKE 
ITS  'NO  SALE'  BLUES 


A lot  of  arbs  got  burned  when 
Hilton  Hotels  took  down  its 
"for  sale"  sign  this  month.  The 
stock  has  fallen  from  83  on  Jan.  2  to 
52.  But  all  may  not  be  lost  for  the  pros. 
They  may  soon  find  Hilton  alluring 
again. 

At  the  height  of  last  summer's  spec- 
ulation— when  the  company  actually 
put  itself  on  the  block — Hilton  soared 
as  high  as  $115  a  share.  Breakup-value 
estimates  ranged  from  $100  to  $120  a 
share.  As  it  turned  out,  though,  the 
company  tarried  too  long  in  picking  the 
"right"  buyer. 

Now,  word  is  that  Hilton  is  actively 
talking  with  a  Japanese  hotel  group 
about  the  sale  of  the  Hilton  Hawaiian 
Village  complex  in  Honolulu.  The  prop- 
erty is  estimated  to  be  worth  $1  billion 
to  $1.2  billion,  says  one  New  York 
money  manager.  If  a  deal  is  worked 
out,  he  says,  Hilton  will  then  sell  its 
New  York  trophy,  the  Waldorf-Astoria, 
estimated  to  be  worth  some  $1.3  billion. 

Management  plans  to  use  the  pro- 
ceeds for  a  "Dutch  auction"  buyback 
of  20  million  shares  at  a  maximum 
price  of  $65  a  share,  says  this  pro.  (In  a 
Dutch  auction,  stakeholders  who  want 
to  boost  their  shares'  chances  of  being 
among  those  that  management  buys 
back  may  offer  them  for  less  than  the 
company's  designated  maximum  price, 
but  higher  than  the  current  market 
price.)  Hilton  declined  comment. 
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COLD  DICE 

AT  CAESARS  WORLD 


The  casino  operator  faces  sharp  rivals  and  declining  profits 


lenry  Gluck,  the  German-born 
chairman  of  Caesars  World  Inc., 
lis  usually  a  model  of  Old  World 
charm.  But  ask  him  about  the  Mirage, 
the  $620  million  Las  Vegas  casino  that 
Steve  Wynn  opened  last  fall  next  to 
Gluck's  Caesars  Palace,  and  Gluck's 
voice  drips  derision.  Wynn's  3,056-room 
hotel  has  caged  white  tigers  in  the  lobby 
and  a  five-story  erupting  volcano  out 
front.  "A  bunch  of  sleeping  tigers  and  a 
volcano  that  shoots  out  piria  colada," 
Gluck  sneers.  "Once  you've  seen  those, 
what  have  you  got?" 

What  Gluck  has  got  is  a  fight  on  his 
hands.  For  the  first  time,  he'll  have  seri- 
ous competition  for  the  high  rollers  who 
have  made  Caesars  the  largest  casino 


operator  in  the  country.  Not  only  does 
Caesars  face  the  Mirage  in  Vegas,  but 
its  Atlantic  City  casino  must  contend 
with  Donald  Trump's  $1  billion  Taj  Ma- 
hal, set  to  open  Apr.  2.  To  make  matters 
worse,  both  markets 
have  problems:  Gambling 
growth  in  Atlantic  City 
has  fallen  off,  and  a 
building  boom  in  Vegas 
could  soon  translate  into 
a  casino  glut. 
FREE  ROOMS.  "Caesars  is 
facing  a  one-two  punch," 
says  Al  Glasgow,  publish- 
er of  Atlantic  City  Ac- 
tion, an  industry  news- 
letter. "They've  got  the 


CAESARS:  THE  CHIPS 
ARE  DOWN 


money  to  fight  both  the  Mirage  an 
Trump,  but  it's  going  to  be  expensive 
Indeed.  By  the  end  of  July,  Los  AngelelJ*')[ 
based  Caesars  will  have  completed 
two-year,  $290  million  program  to  refu 
bish  its  two  properties.  Gluck's  biggei 
bet  was  placed  on  Vegas,  where  he  e: 
panded  casino  space  by  357^,  added  i 
new  luxury  suites,  and  upgraded  other 
To  hold  onto  his  clientele  during  the  co 
struction,  Gluck  also  increased  the  nur 
ber  of  free  rooms  and  airplane  ticke' 
and  loosened  Caesars'  credit  policy. 

Gluck  says  he  isn't  worried,  but  inve 
tors  are.  In  fiscal  1989,  ended  July  3 
Caesars'  earnings  declined  by  13.2%,  1 
$66.9  million,  even  though  revenues  i 
creased  8%,  to  $902  m 
lion.  A  big  hit  was  tl 
$36  million  it  set  aside  f( 
bad  credit,  almost  doub 
the  year  before.  Th 
year,  things  are  eve 


NET  INCOME 


A  MILIIONS  OF  DOLLARS  t 
DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


worse.  Earnings  fell  a 
other  43%  for  its  fir 
half,  when  Caesars  toe 
a  loss  unique  to  casinos- 
one  well-heeled  gambi 
beat  the  house  for  sev€ 
al  million  dollars  at  or 
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odoyfe  Force  in  trucks, 


From  F-Series  to  award- winning  Cargo, 
Ford  is  building  Americas  best-selling  line 
of  medium  duty  trucks. 

The  Ford  WorkForce. 

Our  long-haul  aero  tractors. . . 
AeroMox,  long-nose  LTL,  cab-over  CL. . . 


TRUCKS 


are  the  fuel-savmgest  big  Fords  ever  built. 
That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the 
future  in  big  trucks? 

We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer 


:s  Vegas  baccarat  ta- 
Caesars'  share 
at  $23,  is  down 
1  its  July  peak  of  $43 
near  its  52-week  low. 
ITASY'  SUITES.  Earn- 
will  bounce  back, 
;k  insists.  After  all, 
big  spending  is  near- 
iver.  And  the  Vegas 
10  recently  reopened 
10  dual-level  "fanta- 
suites — used  as  free- 
to  attract  wealthy 
ers.  Each  of  the  four- 
room  suites,  which 
ure  five  Jacuzzis  and 
3  television  screens, 
$2  million  to  redeco- 
.  The  fantasy?  Laser 
vs  place  guests  either 
icient  Egypt  or  in  the 
3t  of  the  volcanic 
ition  that  destroyed 
ipeii.  Coming  soon: 
;k  has  persuaded 
e  major  developers  to 
nee  a  swank  shopping 
de  on  240,000  square 
of  land  next  to  Cae- 
'  Vegas  casino.  "It 
give  us  a  marketing 
for  the  wives  and 


girlfriends  of  some  of  our  better  custom- 
ers," says  Gluck. 

It's  too  early  to  tell  who  will  suffer 
most  from  this  battle  of  the  ultraglitz. 
The  Mirage  had  a  big  first  quarter,  but 
Gluck  says  it  is  actually  bringing  traffic 
Caesars'  way.  A  moving  sidewalk  that 
Caesars  installed  near  its  challenger  is 
drawing  some  9,000  people  a  day  into 
the  casino.  Getting  similar  results  at  At- 
lantic City  might  be  more  difficult.  The 
Taj  Mahal,  a  17-acre  complex  with  Ital- 
ian marble  in  the  lobby  and  Austrian 
chandeliers  throughout,  is  one  mile  up 
the  boardwalk.  "Nobody  owns  these 
high  rollers,"  says  Glasgow.  "If  they  get 
turned  on  by  the  Taj,  or  by  Donald 
Trump,  they  might  not  come  back." 

Apparently,  that  notion  isn't  totally 
lost  on  the  Caesars  brass.  In  a  tacit  ac- 
knowledgment that  high  rollers  are  look- 
ing elsewhere,  Caesars  is  going  after  a 
more  modest  clientele.  Its  expansion  in 
Vegas  features  plenty  of  $5  tables  and 
slot  machines.  And  a  new  parking  ga- 
rage in  Atlantic  City  was  added  for  the 
quarter-toting  gamblers  who  don't  come 
by  private  plane  or  helicopter.  Gluck  is 
even  considering  managing  hotels  for 
other  companies  under  the  Caesars 
name.  In  gambling  parlance,  that's 
called  hedging  your  bets. 

By  Ronald  Grover  in  Luh  Vegas 
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Drag  coefficients  lower  than  ever.  And 
;tter  fuel  economy  than  todays  best  numbers. 
Ford  is  now  the  only  full-line  U.S. 
inufacturer  in  every  class  of  big  trucks. 
One  reason  why  we're  today's  Force 
trucks.  And  tomorrow's. 


The  Force 


in  trucks 
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DEC  IS  CHANGING  WITH  THE  TIMES 
—A  LITTLE  LATE  

To  catch  up  with  rivals,  it's  focusing  more  on  workstations  and  open  systems  and  less  on  minis 


A year  ago,  Digital  Equipment 
Corp.,  then  No.  2  in  engineering 
workstations,  boldly  predicted 
that  it  would  overtake  Sun  Microsys- 
tems Inc.  and  lead  the  market  by  now. 
So  how  did  it  slip  to  No.  8? 

Since  1982,  the  Maynard  (Mass.)  com- 
pany had  watched  customers  ditch  their 
DEC  minicomputers  in  favor  of  worksta- 
tions, which  generally  did  more  for  the 
money  and  did  it  better. 
DEC  eventually  moved 
into  workstations  itself 
and  last  year  brought 
out  a  surprisingly  low- 
priced  line  of  the  desk- 
top machines.  But,  de- 
spite some  growing 
pains.  Sun  extended  its 
lead  in  1989,  capitalizing 
on  an  early  shift  to  ul- 
trapowerful  reduced-in- 
struction-set computing 
(RISC)  microprocessors. 
And  Hewlett-Packard 
Co.  has  leapfrogged  its 
way  into  second  place 
by  buying  Apollo  Com- 
puter Inc. 

On  Apr.  3,  DEC  will 
try  again,  unveiling  its 
most  powerful  worksta- 
tions ever,  the  DECsta- 
tion  5000s,  and  lots  of 
new  software.  It  has  lit- 
tle choice.  When  Apollo 
and  Sun  began  selling 
workstations  in  the  ear- 
ly 1980s,  they  stole 
dec's  engineering  cus- 
tomers. DEC  j)rospered 
by  snagging  lots  of  new 
commercial  customers 
such  as  banks  from 
IBM.  Now,  even  commercial  jobs  are 
moving  from  minis  to  workstations.  And 
while  sales  of  the  larger  machines  are 
flat,  workstation  sales  will  grow  357' 
this  year — perhaps  the  fastest  pace  of 
any  computer  segment — to  $8.1  billion. 

DEC  has  more  than  extra  sales  riding 
on  its  new  products.  They  represent  a 
critical  test  of  its  ability  to  move  into 
emerging  markets,  especially  those  that 
compete  with  its  slow-growing  but  high- 


ly profitable  minicomputer  business. 
Strategically,  about  the  most  important 
new  markets  are  workstations  and  so- 
called  open  systems.  Increasingly,  cus- 
tomers who  once  were  content  with  pro- 
prietary computers  and  software,  such 
as  dec's  VAX  minis,  now  seek  systems 
based  on  "open"  industry  standards 
such  as  American  Telephone  &  Tele- 
graph Co.'s  Unix  software.  Says  Aaron 


DEC'S  WORKSTATION 
SALES  ARE  UP... 
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U.  OF  LOWELL  STUDENTS  ARE  CONVERTING 
SOFTWARE  TO  RUN  ON  DEC'S  WORKSTATIONS 
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L.  Carter,  manager  of  Hughes  Aircraft 
Co.'s  engineering  computer  department: 
"I  see  a  definite  trend  from  minis  and 
mainframes  to  Unix  workstations." 

DEC  is  playing  a  costly  game  of  catch- 
up in  workstations  and  open  system.s — 
just  when  it  can  least  afford  it.  For  the 
fiscal  year  ending  June  30,  analysts  pre- 
dict, revenues  will  barely  exceed  last 
year's  $12.7  billion.  They  expect  earnings 
to  drop  for  the  second  year  in  a  row — 


this  time  by  a  staggering  70%  fro 
1989's  $8.45  per  share.  The  reasons:  so| 
U.  S.  sales,  heavy  costs  for  the  works 
tion  drive,  and  startup  expenses  for 
new  mainframe  line.  DEC's  stock  no 
trades  in  the  70s,  down  from  over  1(1 
last  September.  While  sticking  to  a  nf 
layoff  practice,  DEC  is  cutting  overhesl 
with  a  severance  program  aimed  at  ri- 
moving  8,000  of  its  126,000  employees..  ' 

JUST  THE  VAX.  DEC 
struggle  is  doubly  pai,, 
ful  given  its  long-stani 
ing  ambivalence  towaij^ 
Unix.  Before  last  yeai| 
President  Kenneth  ]§ 
Olsen   used   to  basi 
Unix  as  "snake  oil 
Later,  DEC  seemed 
embrace  Unix  as 
ecjual  to  its  proprietai 
software,  called  VMS. 
February,   though,  C 
sen  voiced  renewed  mi 
givings.  "In  time,  it  w 
probably  be  clear  yc 
can  stick  with  prop: 
etary  systems  .  .  .  ar 
never  have  to  go 
Unix,"  he  told  an  indu 
try  conference. 

DEC  made  its  bigge 
endorsement  of  Un 
and  RISC  in  early  1% 
bringing  out  non-V/ 
workstations  based  « 
RISC  chips  from  MI 
Computer  Systems  Ir 
They  were  priced  Ic 
enough  to  open  mai 
eyes — but  not  mai 
wallets.  A  lack  of  so:| 
ware  and  weak  grap 
ics  capability,  only  nc 
being  remedied,  limited  first-year  sal 
to  between  5,000  and  8,000  units,  ar 
lysts  say.  Sun  sold  some  40,000  compai 
ble  machines  in  the  same  period,  d: 
"has  not  achieved  the  level  of  suppC 
from  software  vendors  that  we  won 
have  liked,"  says  Hughes's  Carter.  D. 
says  that  there  are  about  700  packag 
for  its  Unix  workstations — about  on 
par  with  what  IBM  promises  for  its  nc 
RS/6000  workstations.  Sun  has  1,7 
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For  the  professional  photographer,  the 
underwater  world  is  a  tough  place  to  work. 

The  environment  is 
hostile,  the  lighting 
dihicult,  and  the 
subjects  elusive. 
Yet  it  is  a  world 


\eltow  Coney  photographed  at 
Three  Fathort}  Wall,  LUtte  Cayman. 


in  which  Stephen 
Frink  has  excelled. 
A  vast  knowledge  of  the  habits  and 
habitats  of  his  subjects  has  enabled  him 
to  become  one  of  the  worlds  most 
published  underwater  photographers.  His 
remarkable  pictures,  ranging  from  angelf  ish 
to  sharks,  regularly  appear  in  major 
publications.  Plus  he  is  the  author  of 
countless  articles  on  diving. 

Frink's  career 


The  spectaeular  iinal  wath  nj  I-iji  ay  photographed  b\  Frink. 


has  also  given  him  a 
special  appreciation 
for  the  fragility  of 
underwater 
ecosystems.  "The 
slightest  diver  contact 
can  injure  delicate 
coral,"  he  said. 
"Careless  anchoring  or 
running  aground 
can  damage  a 
reef."  To  ease 


Stephen  Frmk  photographing 
Clownjish  m  the  Red  Sea. 

diving  pressure  on  the  coral  reefs 
near  his  Florida  Keys  base,  he 
recently  organized  a  successful 
project  that  sank  two 
decommissioned  Coast 
Guard  cutters  off  the  Key 
Largo  National  Marine 
Sanctuary.  These  ships 


^^Some  of  the  most 
vivid  images  on  earth  are 

under  waten  ^  Stephen  Frink 

offer  divers  a  much  needed  and  fascinating 
alternative  to  the  natural  reefs. 

Stephen  Frink's  life  and 
livelihood  depend  on 
the  f  lawless  performance 
of  his  equipment.  It 
must  be  pressure  proof 
durable,  and  resistant  to 
the  corrosive  effects  of  salt 
water.  It's  whv  he  takes 
such  care  in  selecting  his 
camera  and  scuba  gear,  and 
it's  why  he  has  long    ,  t . 
made  a  Rolex  Oyster 
his  choice  of     _  _^  _  _ 
timepiece.         it  \J  i-i  ill  -cV. 


Rotex  Submariner  Oyster  Perpetual  Date  m  I8kt  gold  with  matching  Oyster  bracelet. 
Write  for  brochure.  Role.x  Watch  U.S.A.,  Inc.,  Dept.  S89,  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  \ork  10022-5383. 

©  1990  Rolex  Watch  U.S.A.,  Inc. 

Role* ,  Submariner,  Oyster  Perpetual  and  Oyster  are  trademarks 
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packages  for  its  Sparc  workstations. 

Indeed,  try  as  dec  migiit,  Sun  looks  no 
more  vulnerable  than  it  did  a  year  ago. 
A  recent  survey  of  325  workstation  cus- 
tomers by  Prudential-Bache  Securities 
Inc.  found  357'  of  those  using  DEC  equip- 
ment "very  likely"  to  purchase  their 
next  workstation  from  Sun.  In  contrast, 
only  187'  of  Sun  customers  were  equally 
enamored  of  DEC.  "It  pays  to  be  the 
established  vendor  even  in  the  open  sys- 
tems market,"  says  Pru-Bache  analyst 
Laura  Conigliaro.  She  and  others  esti- 
mate that  the  new  products  will  propel 
dec's  total  workstation  sales  to  $1.6  bil- 
lion this  year,  up  from  $1.2  billion  in 
1989.  But  two-thirds  of  those  sales  in 
calendar  1990  will  still  be  v.AXes,  leaving 
DEC  farther  behind  as  the  market  shifts 
decisively  to  Hiac. 

'SCREWED  UP.'  As  it  beefs  up  the  techni- 
cal prowess  of  its  workstations,  DEC 
needs  to  work  on  its  marketing,  too. 
Says  Cheryl  A.  Vedoe,  director  of  mar- 
keting at  Sun:  "We're  not  seeing  the 
competition  from  DEC  that  the  industry 
expected."  At  Bucyrus-Erie  Co.,  DEC 
didn't  bother  replying  to  a  request  to  try 
out  one  of  its  RISC-based  workstations. 
"They  screwed  up,"  says  chief  structur- 
al engineer  Kenneth  V.  Johnson.  "I 
guess  they're  just  not  aggressive."  Last 
month,  Bucyrus-Erie  purchased  a  Tek- 
tronix Inc.  workstation  instead,  planning 
to  test  the  feasibility  of  transferring  all 
its  engineering  work  from  two  DEC  mini- 
computers to  a  network  of  28  worksta- 
tions. Donald  A.  Gaubatz,  dec's  work- 
station group  manager,  concedes  that 
the  company  is  still  "in  transition,"  as  it 
shifts  to  the  open  systems  market. 

DEC  is  adapting,  albeit  slowly — and  at 
great  cost.  It  has  lent  software  develop- 
ers more  than  1,000  of  its  RISC  worksta- 
tions and  is  providing  low-cost  leasing  to 
others.  It  is  paying  hard  cash  to  those 
who  translate  their  software  to  run  with 
Ultrix,  its  version  of  Unix,  and  gave 
$150,000  to  Progress  Software  Corp.  to 
fund  a  version  of  its  data-base  manage- 
ment package  for  Ultrix.  At  the  Univer- 
sity of  Lowell  in  Massachusetts,  30  stu- 
dents and  professors  are  under  an  eight- 
month  contract  to  Ultrix-ize  some  300 
engineering  and  chemistry  packages. 

DEC  has  even  offered  trade-in  allow- 
ances of  up  to  $4,000  to  Sun  and  HP 
customers  who  buy  its  workstations. 
Says  Donald  A.  Gaubatz,  dec's  worksta- 
tion group  manager:  "It's  just  another 
way  of  working  into  this  business."  Yes, 
but  given  that  workstations  list  for  as 
little  as  $6,000  apiece,  it's  an  awfully 
costly  one.  The  preferred  method,  of 
course,  is  for  DEC  workstations  to  win 
customers  on  their  own  merits.  Perhaps 
the  new  DECstation  5000s  will  do  that. 

By  Gary  McWiUiama  in  Boston 
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WANTED:  CO-PIIOTS 

FOR  RESERVATION  SYSTEMS 


Cash-hungry  airlines  are  looking  for  rich  high-tech  companies 


At  first  blush,  Texas  Air  Corp.'s 
decision  to  sell  50%  of  its  comput- 
erized reservation  system  to 
Electronic  Data  Systems  Corp.  last 
month  seemed  simple:  Cash-strapped 
Texas  Air  needed  the  money,  and  EDS 
was  rolling  in  it.  But  there  was  more  to 
it  than  that.  Even  the  healthiest  carriers 
are  shopping  for  high-tech  partners  to 
help  upgrade  their  once  highly  profitable 
networks  for  booking  airline  seats. 

American  Airlines  Inc.,  owner  of  the 
No.  1  CRS,  would  "take  a  partner  now,  if 
they  gave  us  cash  on  the  barrel  head," 
says   corporate   counsel    David  A. 
Schwarte.  And  EDS  isn't  the  only 
high-tech  company  that's  inter- 
ested in  CRSS.   BUSINESS  WEEK 
has  learned  that  American  Tele- 
phone &  Telegraph  Co.  is  negoti- 
ating for  a  piece  of  WorldSpan, 
the  No.  3  CRS. 

The  CRS  industry,  traditionally 
the  private  province  of  the  air- 
lines, is  about  to  undergo  radical 
changes.  As  the  domestic  market 
becomes  saturated — 93%  of 
America's  35,000  travel  agents 
are  plugged  in  to  various  CRSs — 
the  airlines  are  scrambling  to 
add  new  technologies  so  that 
their  computers  can  book  a  wide 
range  of  travel  services  besides 
selling  airline  seats.  That  takes 
cash,  and  that's  why  airlines 
need  partners.  At  the  same  time, 
federal  regulators  are  expected 
to  issue  new  rules  by  yearend 
that  would  make  it  harder  for 
CRS  operators  to  lock  travel 
agents  into  long-term  contracts. 
And  there  are  even  plans  to  link  comput- 
erized reservation  systems  directly  to 
the  travel  departments  of  corporations, 
a  move  that  could  sever  the  traditional 
relationship  between  CRSs  and  travel 
agents. 

SWEET  DEAL.  The  drive  to  upgrade  CRS 
technology  comes  at  a  difficult  time  for 
the  airlines.  Not  only  are  their  profits 
off — net  earnings  for  the  eight  publicly 
held  major  carriers  dived  96%  in  1989 — 
but  cutthroat  battles  to  sign  new  travel 
agents  and  the  cost  of  new  technology 
have  already  sliced  gross  margins  on 
CRS  transaction  fees  from  40%'  to  10% 


since  the  mid-1980s,  according  to  airlin 
executives.  Last  year  alone,  Covia  Par 
nership,  owned  by  United,  USAir,  an 
five  foreign  carriers,  spent  $120  millio  ilm 
on  the  Apollo  CRS,  most  of  it  on  touchin 
up  software. 

Faced  with  all  of  this,  industry  insi(BiSK 
ers  say,  strategic  partnerships  with  con  i  Oi 
panies  that  have  a  lot  of  cash  and  tecl 
nological  knowhow  make  more  sens  wA\ 
than  ever.  High-tech  companies  are  jus  2  '<!■ 
as  excited.  While  the  airlines  have 
creased  CRS  volume  by  adding  such  xiei 
services  as  car  rentals,  cruise  ship  paclj 
ages,  and  hotel  reservations,  the 


tech  companies  feel  they  can  go  furthe 
They'd  add  ticketing  for  sporting  event 
plays,  and  other  entertainment, 
seems  to  be  the  wave  of  the  future 
says  Raymond  Neidl,  an  airlines  analy; 
at  Dillon,  Read  &  Co.  "The  CRS  industi 
is  likely  to  take  on  a  heavy  high-tec 
flavor  in  the  next  few  years." 

Since  American  pioneered  the  CI 
business  with  Sabre  in  1975,  the  reserv 
tion  systems  have  been  virtual  cai 
machines.  In  1988,  for  example,  Amej 
can  earned  $134  million  of  its  ! 
million  in  profits  from  Sabre,  ev( 
though  the  CRS  accounted  for  only 
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the  airline's  revenues.  Every  time  a 
/e\  agent  writes  a  ticket  on  a  CRS 
ninal,  the  CRS  operator  collects  a 
—usually  about  $2.  As  air  travel  has 
wn,  CRS  fees  have  nearly  doubled 
;e  1985,  to  approximately  $1.3  billion 
ually. 

Iven  so,  it's  becoming  more  difficult 
the  airlines  to  afford  to  modernize 
networks.  When  Dallas-based  EDS 
(ed  over  $250  million  to  Texas  Air  for 
)  of  System  One,  it  was  a  sweet  deal 
the  airline,  which  bought  System 
>  from  Eastern  Airlines  Inc.  for  $100 
ion  in  1987.  And  EDS  makes  out,  too: 
ides  the  half  share  in  the  CRS,  the 
iputer-services  giant  gets  a  10-year, 
billion  contract  to  run  internal  com- 
er systems  for  Eastern  and  Continen- 
Texas  Air's  subsidiaries. 
AL  SYSTEM.  EDS  has  big  plans  for 
tern  One.  Today,  it  is  the  smallest 
,  with  only  7,650  travel  agents  on-line 
ipared  with  Sabre's  12,443.  But  Jose 
nan,  president  of  the  EDS  transporta- 
group,  says  that  the  company  will 
rade  the  CRS  to  allow  it  to  book  tick- 
for  many  types  of  travel  and  lodging 
at  the  same  time  make  it  simple  for 


/el  agents  to  operate.  Then,  EDS 
expected  to  resume  a  policy  that 
;as  Air  can  no  longer  afford:  buying 

existing  contracts  that  travel  agents 
e  with  other  airlines.  "We'll  have 

economies  of  scale,  and  we'll  lever- 
!  them,"  says  Ofman.  A  larger  Sys- 
1  One  will  give  EDS  "a  significant 
sence"  within  the  travel  industry, 
says. 

iut  EDS's  plans  are  conventional  com- 
ed  with  what  WorldSpan  is  cooking 
Calvin  L.  Rader,  WorldSpan's  chief 
cutive  officer,  says  he  hopes  to  shove 
market  share  from  just  over  207f  to 


more  than  30'/'  not  only  by  wooing  travel 
agents  with  cash  incentives  but  also  by 
going  around  them.  Rader  wants  to  turn 
WorldSpan  into  a  "true  information  com- 
pany" that,  among  other  things,  does 
transactions  directly  with  corporations 
over  personal  computers.  The  idea  is 
that  Corporate  America  can  save  a 
bundle  by  making  its  own  travel  ar- 
rangements. "But,"  Rader  adds,  "all 
of  this  will  cost  us  a  lot  of  money." 
That's  where  AT&T  comes  in.  Douglas 
L.  Abramson,  WorldSpan's  general 
counsel,  says  that  AT&T's  dollars  and 
expertise  could  help.  AT&T  declined  to 
comment  on  negotiations  between  it  and 
WorldSpan,  but  Abramson  says:  "It 
looks  like  a  good  possibility  for  both 
sides." 

With  its  competitors  taking  on  part- 
ners, American  is  looking  for  alliances 
of  its  own.  The  airline  says  that  it  is 
ready  to  sell  as  much  as  507'  of  Sabre. 
The  asking  price:  $15  million  for  each 
17'.  Fresh  capital  would  offset  some  of 
the  costs  of  its  ambitious  plans,  such  as 
developing  Sabrevision.  That  system  is 
expected  to  put  CD-ROM  players  in  travel 
agents'  offices  by  the  end  of  this  year. 

By  tapping  into  data 
bases  on  the  optical 
disks  on  their  Sabre 
PCs,  travel  agents 
will  then  be  able  to 
call  up  full-color  pic- 
tures of  resorts  or 
hotel  rooms. 
BUILT-IN  BIAS.  Com- 
petition mandates 
such  heavy  invest- 
ments in  technology, 
but  there  are  risks. 
For  one  thing,  CRS 
operators  are  brac- 
ing for  a  new  set  of 
regulations.  Under  a 
1984  ruling,  flights 
from  participating 
airlines  are  supposed 
to  have  equal  promi- 
nence on  all  CRS  sys- 
tems. The  airlines  in- 
sist that  bias  has 
been  eliminated  from 
their  systems,  but 
travel  agents  say  airlines  that  own  res- 
ervation systems  can  still  stack  the  deck 
in  their  favor.  Sal  DePace,  an  Atlanta- 
based  travel  agent  and  chairman  of  the 
Association  of  Retail  Travel  Agents 
Ltd.,  says  that  when  he  tried  recently  to 
use  System  One  to  book  a  Delta  flight 
for  a  group  of  passengers,  he  had  to 
issue  boarding  passes  one  at  a  time. 
If  it  were  an  Eastern  or  Continental 
flight,  he  could  have  quickly  made  the 
booking  with  one  series  of  keystrokes, 
he  adds.  "The  biases  are  ridiculous," 
says  DePace. 
Bias  is  one  issue  that  the  Transporta- 


HOW  RESERVATION 
SYSTEMS  STACK  UP 

1988  revenues  (millions) 

SABRE 

AMERICAN 
$455 

APOLLO 

UNITED 
$299 

SYSTEM  ONE 

TEXAS  AIR,  EDS 
$234 

PARS* 

TWA,  NORTHWEST 
$195 


DATAS  II 

DELTA 
$117 


*  PARS  and  DATAS  II  merged 
to  form  WorldSpan  in  1990 
DATA:  LINK  RESOURCES  CORP. 


tion  Dept.  is  likely  to  deal  with  when 
it  issues  new  CRS  rules.  Another  is 
contracts:  Under  the  existing  rules  that 
expire  on  Dec.  31,  CRS  operators  can 
lock  in  travel  agents  by  imposing  strict 
contracts.  Typically,  they  are  five-year 
agreements  that  stipulate  exactly  what 
kind  of  computerized  reservations  equip- 
ment the  agents  may  use.  Their  renewal 
and  rollover  options  assure  that  a  travel 
agent  can't  easily  wander  to  another 
CRS.  Laurence  T.  Phillips,  the  Transpor- 
tation Dept.  executive  who  is  heading 
the  rules  rewrite,  says  that  the  depart- 
ment sees  problems  with  such  "anticom- 
petitive" practices,  "and  we're  going  to 
make  the  necessary  changes  to  correct 
them." 

DIVORCE  THREAT.  Sources  at  Transporta- 
tion expect  the  department  to  rule  in 
favor  of  three-year  contracts  and  to 
ease  the  penalties  imposed  by  airlines 
against  travel  agents  who  purchase  add- 
on hardware  and  software  from  suppli- 
ers other  than  the  CRSs.  What's  more, 
says  a  source  inside  the  department. 
Transportation  "plans  to  take  a  hard 
look"  at  the  premium  of  nearly  $2  that 
the  airlines  charge  when  a  travel  agent 
uses  one  airline's  system  to  book  tickets 
on  another  airline's  flight. 

The  most  drastic  threat  to  the  CRS 
establishment  may  come  from  Congress. 
Senator  John  McCain  (R-Ariz.)  would 
like  to  see  the  airlines  out  of  the  CRS 
business  entirely,  a  view  expounded 
by  his  constituent.  Phoenix-based  Ameri- 
ca West  Airlines  Inc.,  which  does  not 
own  even  a  share  of  a  CRS.  McCain,  the 
ranking  member  of  the  Senate  aviation 
subcommittee,  claims  that  the  dominant 
CRS  owners,  specifically  American  and 
United,  "are  being  enriched  at  the  ex- 
pense of  other  competitors"  because 
of  the  extra  commissions  they  collect 
on  tickets  they  sell  for  rival  carriers. 
He  has  introduced  a  bill  to  force  all  car- 
riers to  divest  their  CRSs.  For  now,  the 
bill  has  little  chance  of  passing.  Con- 
gress is  likely  to  wait  for  Transporta- 
tion's new  rules.  And,  in  the  past,  simi- 
lar bills  have  usually  failed  to  get  out  of 
committee. 

For  the  carriers,  the  CRS  business 
is  turning  from  a  reliable  source  of  cash 
flow  into  a  business  that  is  almost 
as  difficult  as  providing  air  service 
itself.  Their  margins  are  teetering,  the 
government  is  hounding  them,  and  for 
the  first  time,  they  are  being  forced 
to  look  to  outsiders  for  support.  It  has 
been  a  difficult  lesson  to  accept,  but  sud- 
denly it's  clear  to  the  airlines  that  with 
the  CRSs  operating  on  clipped  wings,  it 
might  take  a  lot  of  help  from  high-tech 
companies  to  make  the  systems  soar 
again. 

By  Jim  Bartimo  in  Dallas,  with  Seth 
Payne  in  Washington,  Chuck  Hawkins  in 
Atlanta,  and  James  E.  Ellis  in  Chicago 
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The  success  book  for  the  turbulent  '90s 


that  shows  you 


HOW 

lOGET 

THE  PEOPLE 
ADVANTAGE 


Competitive  advantage  is  created  when  your 
people  do  their  jobs  in  such  consistently 
superior  ways  that  your  customers  value  the 
difference. 

Managing  today  is  managing  people- 
leading  them  toward  changes  and  improve- 
ments that  will  match  the  intensity  of  the 
challenges  you  and  your  organization  face. 

The  high-payout  management  skill  for  the 
'90s  is  the  ability  to  establish  partnerships  with 
all  of  those  who  have  a  stake  in  what  happens 
to  your  business.  You  need  to  get  all  the 
influences  on  the  change  process  moving  in  the 
same  direction. 

Forging  the  Productivity  Partnership  shows 
you  how  to  take  personal  command  of  the 
behavior-shaping  tools,  techniques  and 
technologies  of  our  time.  You'll  discover  how 
to  tie  together  strategy,  training,  organizational 
communication,  motivation,  computerized 
information,  measurement  and  recognition  to 
develop  a  hard-hitting,  customer-responsive 
business  force. 

This  is  not  just  theory.  It  s  results-oriented, 
practical  counsel  based  on  hard-won 
experience.  Bill  Sandy  is  chairman  of  a  leading 


performance  improvement  organization.  He 
and  his  colleagues  are  immersed  in  helping 
bring  large-scale  change  to  industries  in 
upheaval.  This  book  takes  you  behind  the 
scenes  and  captures  the  drama  of  the  change 
process.  It  shows  you,  step  by  step,  how  to 
mobilize  people  to  make  a  powerful  difference 
in  business  results. 

"Bill  Sandy  has  been  right  in  the  middle  of 
massive  cimnge  in  American  industry  and  has 
developed  some  e.xperience-hased  views  on  how 
people  can  work  together  to  make  things  better" 
Robert  C.  Stempel 
President,  General  Motors 

"Orgcmizational  behavior  must  have  fresh 
thinking  and  new  directions.  We  must  move 
significantly  beyond  where  we  are  today.  Forging 
the  Productivity  Partnership  deals  with  the 
issues  of  ck  nge  and  organizational 
strengthening. " 

John  H.  McArthur 

Dean,  Harvard  Business  School 


Get  Forging  the  Productivity 
Partnership.  Visit  your 
bookstore  or  call 
1-800-262-4729  today. 
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ARTING  WITH  HENRY  SINGLETON: 
UCH  SWEET  SORROW  FOR  TELEDYNE? 

the  chairman  bows  out,  a  grand  sell-off  of  companies  could  line  stockholders'  pockets 


To  some  extent,  Teledyne's  lackluster 
operating  prospects  are  forcing  Single- 
ton's hand.  Despite  years  of  solid  re- 
turns to  investors,  the  stock  is  trading  at 
about  the  same  level  it  did  in  1986,  while 
the  Standard  &  Poor's  500-stock  index 
has  grown  429!'  in  the  meantime.  One 
reason:  Teledyne's  defense  units  have 
been  tangled  in  the  "Operation  111  Wind" 


APACHE  ATTACK  HELICOPTER 


■o  Henry  E.  Singleton's  fans 
on  Wall  Street,  the  chair- 
man of  Teledyne  Inc.  has  al- 
s  come  through.  With  divi- 


or 


ds,  stock  repurchases, 
ative  asset  spinoffs,  "every 

•  or  five  years,  Henry  takes 
an,"  says  Abbott  Keller,  a 
folio  manager  with  Concord 
ital  Management.  Now,  at  73, 
fleton  seems  poised  for  what 
d  be  his  grand  finale.  Having 
lly  retired  from  day-to-day  ac- 
y  at  Teledyne,  investors  pre- 
he  will  dismantle  much  of  his 
pany.  And  they  expect  to  reap 
benefits. 

e's  off  to  a  good  start.  Later 
month,  Teledyne  will  spin  off 
aarter  of  the  company:  three 
irance  and  consumer-finance 
s  with  combined  revenues  of 
billion.  The  units  will  be 
ped  into  a  new  company  called 
trin.  Shareholders  will  get  one 
trin  share  for  each  Teledyne  share 
I  own.  The  new  company  will  pay  an 
annual  dividend  to  match  Teledyne's, 
ictively  doubling  the  payout  for  those 

•  keep  both  stocks. 

PING  MUM.  Next,  investors  and  ana- 
s  expect  Singleton  to  peddle  Tele- 
e's  $1.5  billion  military  and  electronic 
ipment  business,  the  company's  big- 
t  division.  Singleton  himself  isn't  say- 
what  he  will  do.  Hasn't  for  years,  in 
But  investors  hope  he  might  also 
some  of  Teledyne's  smaller  compa- 
5 — units  that  produce  everything 
n  plastic  mugs  to  Shower  Massage 
wer  heads  (table). 


THE  TELEDYNE  LINEUP 

1989  sales  1989  operating 
profits 

Millions  of  dollars 


AVIATIOM  AND  EUaRONICS 


HELICOPTER  AIRFRAMES, 
TURBINE  ENGINES,  NAVIGATIONAL 
EQUIPMENT,  DRONES 


$1,466 


$92 


UNITED  INSURANCE,  TRINITY 
UNIVERSAL,  FIRESIDE  THRIFT 


1,106 


SKCIALTYMCTAIS 


ZIRCONIUM,  TUNGSTEN, 
STEEL-ROLLING  MILL 


923 


123 


INDUSTRIAL  raODUCn 


OFFSHORE  OIL  RIGS,  INDUSTRIAL 
MACHINERY  AND  EQUIPMENT 


809 


COMMERCIAL  AND  CONSUMER 


WATER  PIK,  SHOWER  MASSAGE, 
PACKAGING 


333 


TOTAL 


$4.6  BILLION        $323  MILLION 


should  move  more  easily  at  the  current 
price  of  about  68.  But  the  real  payoff 
will  come  from  pulling  the  company 
apart.  Singleton  has  shown  a  talent  for 
freeing  up  value  before.  In  1986,  Tele- 
dyne spun  off  its  Argonaut  insurance 
unit  at  $17  a  share.  The  separate  compa- 
ny, of  which  Singleton  still  owns  15%, 
now  trades  at  69. 

Unitrin,  the  new  insurance  com- 
pany, is  expected  to  begin  trading 
at  34.  But,  despite  1989  losses 
generated  by  Hurricane  Hugo 
and  San  Francisco  earthquake 
claims,  analysts  such  as  Robert 
M.  Hanisee  at  Seidler  Amdec  Se- 
curities Inc.  predict  it  will  steadily 
climb  in  value.  While  Singleton 
used  the  insurance  units  to  make 
strategic  investments  in  other 
companies,  they  were  otherwise 
managed  conservatively.  Com- 
pared with  the  rest  of  the  indus- 
try, they  didn't  write  a  lot  of  poli- 
cies, and  much  of  their  capital  is 
invested  in  Treasury  bonds.  By 
writing  more  policies  or  investing 
capital  in  slightly  more  risky  vehi- 
cles, Unitrin  could  boost  earnings. 

Moreover,  Unitrin's  portfolios 
will  include  a  25%  stake  in  Litton 
Industries  Inc.  and  a  44%  stake  in 
Curtiss-Wright  Corp.,  both  de- 
fense contractors.  Litton  has  said 
it  is  eager  to  buy  back  the  shares, 
which  have  a  market  value  of 
$460  million.  Meanwhile,  Curtiss- 


-5 


78 


35 


*  Scheduled  to  be  spun  off 
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defense  procurement  scandal,  and  its  en- 
ergy and  consumer-products  businesses 
have  had  trouble  with  weak  markets  and 
sluggish  management.  "Operationally, 
this  company  has  never  been  very  inter- 
esting," says  Allen  Ayvazian,  a  portfolio 
manager  at  Wells  Fargo  Bank,  which 
owns  1.5%  of  Teledyne's  stock. 

Investors  can  rest  assured,  however, 
that  Singleton  has  their  best  interests  at 
heart.  After  all,  he  owns  13.1%  of  the 
company  himself,  a  stake  worth  about 
$490  million.  To  help  the  stock,  he  engi- 
neered a  five-for-one  split  in  March  to 
drop  the  price  from  its  $334  level,  which 
had  discouraged  trading.  The  stock 


A  HOUSEHOLD  NAME:  THE  WATER  PIK 


DRPORATION 


BUSINESS  WEEK/APRIL  9,  1990  81 


eCorporation 


MANAGEMENT 


LEVITT'S  ARGUMENTS  HAVE  BEEN  EASIER  TO  SELL  TO  BUSINESS  THAN  TO  HIS  COLLEAGUES 


TED  LEYIT1 
IS  BACK  IN 

r 

THE  TRENCHES 

Harvard's  global  marketing  guru  is  out  to  prove  his  theories 

Wright  breakup  rumors,  fueled  by  the 
Mar.  18  death  of  Chairman  T.  Roland 
Berner,  have  boosted  the  value  of  Tele- 
dyne's  stake  by  about  $43  million.  Both 
positions  could  be  liquidated  to  pay  divi- 
dends or  buy  back  stock. 

Creating  value  from  the  company's 
businesses  outside  insurance  may  pose  a 
bigger  challenge,  however.  On  total 
sales  of  $4.6  billion,  Teledyne  earned 
only  $259  million  last  year,  compared 
with  $377  million  in  1987.  Operating  mar- 
gins over  the  same  period  slipped  to  107' 
from  12.4%,  with  various  noninsurance 
units  contributing  to  the  erosion. 

By  far  the  biggest  problem  has  been 
in  the  defense  unit,  which  makes  a  host 
of  products,  including  airframes  for  the 
Apache  attack  helicopter.  Cost  overruns 
on  development  contracts  have  slashed 
margins  to  67  from  107  and  have  cut 
income  by  $55  million  since  1987.  Worse 
yet,  the  "III  Wind"  scandal  cost  Tele- 
dyne  $4.4  million  last  July  when  the  com- 
pany settled  a  guilty  plea  for  influence- 
peddling  on  an  aviation  electronics 
contract.  One  Teledyne  defense  unit  is 
still  under  investigation  for  overbilling 
on  a  navigational  equipment  contract. 

Defense  problems  are  not  Teledyne's 
only  woes.  Soft  oil  prices  have  reduced 
earnings  also  at  Teledyne's  industrial 
products  division,  which  makes  oil  rigs 
and  exploration  equipment.  The  consum- 
er division,  best  known  for  its  Water  Pik 
dental  equipment,  has  suffered  from  a 
lack  of  new  products.  Overall,  operating 
profits  for  the  two  units  have  dropped 
by  $10  million  since  1987. 
'REAL  JEWEL.'  If  Singleton  can  spin  off 
or  otherwise  unload  the  defense  and  con- 
sumer businesses,  Seidler  Amdec's  Hani- 
see  expects  him  to  keep  "the  real  jewel 
of  the  company,"  a  division  that  makes 
esoteric  metals  for  such  things  as  nucle- 
ar power  plants  and  jet  engines.  It  has 
sales  of  $923  million.  Analysts  predict  he 
may  also  hang  on  to  Teledyne's  oil-ser- 
vices business,  hoping  that  stronger  oil 
prices  will  increase  drilling. 

These  latest  moves  look  like  the  last 
act  in  Henry  Singleton's  Teledyne  ca- 
reer. The  company  says  he  is  spending 
most  of  his  time  tending  to  his  sprawl- 
ing New  Mexico  ranch.  He  has  left  Tele- 
dyne operations  to  71-year-old  George  A. 
Roberts,  an  old  friend  and  former  room- 
mate at  the  U.  S.  Naval  Academy.  As  a 
successor  to  Roberts,  Singleton  has  lined 
up  William  P.  Rutledge,  48,  now  head  of 
Teledyne's  metals,  industrial  machinery, 
and  consumer-products  units.  Says  a 
longtime  shareholder:  "Singleton  is  a 
guy  getting  ready  to  live  on  the  ranch. 
But  what  he's  doing  is  good  for  every- 
one." His  fans  just  hope  there'll  be  no 
need  for  an  encore. 

By  Eric  Schine  in  Los  Angeles 


The  wild,  massive  black  eyebrows 
are  tightening.  Theodore  Levitt 
has  heard  this  criticism  before,  and 
he  bristles  when  he  hears  it  again.  Yes, 
he  came  up  with  the  canon  of  global 
marketing,  the  idea  that  a  single  product 
could  be  sold  pretty  much  anywhere. 
And  sure,  global  marketing  hasn't 
worked  for  everyone.  But  why  blame 
him?  "I'm  not  responsible  for  how  they 
use  my  idea,"  he  complains. 

Ted  Levitt  is  on  the  loose  again.  For 
four  years.  Harvard  business  school's 
marketing  guru  shelved  serious  re- 
search, devoting  himself  instead  to 
sweeping  the  cobwebs  from  the  Har- 
vard Business  Review.  Now,  four 
months  after  resigning  as  editor  of  the 
Review,  he  is  back,  at  65,  to  his  teaching 
and  to  the  ideological  battle  that  his 
thoughts  spawned  a  decade  ago.  Then, 
he  preached  that  companies  should  mar- 
ket themselves  globally.  Now,  he  prom- 
ises to  figure  out  how  they  should  do  it. 

That  advice  could  be  helpful  to  many 
executives  who  forever  buzz  about  glob- 
al competition.  It  will  be  crucial  to  Saat- 
chi  &  Saatchi  PLC,  the  troubled  advertis- 
ing megafirm  that  on  Mar.  13  named 
Levitt  to  its  board.  Saatchi's  slumping 
profitability  is  largely  the  result  of  an  ill- 
fated  diversification  into  consulting.  But 


its  woes  also  come  from  an  overly  am 
tious  plan  to  implement  Levitt's  teai 
ings  by  acquiring  other  ad  agencies 
transform  itself  into  a  global  competit 

Levitt's  association  with  the  Saatc 
began  soon  after  the  publication  of  i 
ground-breaking   1983   Review  artic 
The  Globalization  of  Markets.  Levitt 
serted  that  consumers — in  New  Yo: 
Sydney,  or  Frankfurt — want  simi: 
products.  Successful  businesses, 
wrote,  would  standardize  products, 
well  as  manufacturing  and  pricir 
across  national  borders.  Maurice  Saat 
devoured  the  article  and  drafted  Le\ 
as  a  consultant  to  help  Saatchi  and 
brother,  Charles,  build  a  worldwide  fir 
SWEET  AND  SOUR.  The  Saatchis  have 
listed  a  formidable  personality.  Born 
Germany,  Levitt  came  to  the  U.  S. 
1935  at  the  age  of  10.  After  earning 
PhD  in  economics  from  Ohio  State  t 
versify,  he  began  teaching  at  the  Univ 
sity  of  North  Dakota  in  1952.  Se\ 
years  later,  he  came  to  Harvard.  Ir 
discipline  encumbered  with  numb 
crunching,  Levitt  stands  out  as  an  in 
vative  idea  generator.  "He's  more  lik 
CEO  in  his  orientation  than  he  is  1 
most  academics,"  says  Ronald  E.  Fra 
a  former  Harvard  colleague. 

Peers  and  former  subordinates  con.' 
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We'd  like  you  to  meet  some  of  the 
busiest  computer  sales  reps  around, 


Peter  Aller.,  Rochester,  NY 
(not  pictured) 


Debbie  Evans,  Kansas  City,  MO 
(not  pictured) 


Derek  Fuller  Los  Angeles,  CA 
(not  pictured) 


Sorry  these  diligent  sales  reps  couldn't  make  the  photo 
shoot  for  this  magazine  ad.  But  their  commitment  to  client 
satisfaction  required  their  absence. 

You  see,  it's  not  enough  for  them  just  to  be  knowledgeable 
about  the  latest  computer  technology.  They  spend  the  bulk 
of  their  time  managing  Sears  Business  Centers'  resources, 
so  they  can  better  serve  your  needs. 

For  instance,  if  you  should  run  into  computer  glitches,  they 
can  put  you  in  touch  with  our  Support  Line. 
If  you  need  on-site  service,  they  can  send  a 
technical  service  rep  to  your  office  or  branch 
location,  anywhere  in  the  United  States. 
And  to  help  ensure  your  Local  Area  Network 
is  completed  on  time  and  on  budget, 
they'll  work  with  you  from  planning 
through  installation. 

If  you  need  portability,  let  our  sales  reps  show  you  the 
small,  but  versatile  Toshiba  T I OOOSE  portable  computer 
This  affordable  notebook  PC  is  easy  to  read  and  operate 
with  a  high  resolution  screen,  a  full-size  82-key  keyboard, 
and  removeable,  rechargeable  battery  pack. 

To  meet  the  Sears  Business  Centers  rep  in  your  area,  call 
1-800-876-0088,  ext.  210. 


BUSINESS  CENTERS 


©  Sears  Roebuck  &  Co .  1990 
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er  him  alternatively  difficult  and 
charming,  passionate  and  easygo- 
ing. At  the  Review,  his  some- 
times tyrannical  style  alienated 
early  staffers,  and  his  moves  to 
make  the  magazine  more  read- 
able turned  off  some  who  wanted 
it  to  showcase  scholarly  prowess. 

For  all  that  has  been  said 
about  global  marketing,  the  con- 
cept still  hasn't  gained  much 
credibility  among  his  peers.  Lev- 
itt's academic  following,  another 
former  colleague  jokes,  consists 
of  "any  marketing  professor  at 
Harvard  who  isn't  tenured."  Pow- 
erful marketing  voices  such  as  North- 
western's  Philip  Kotler,  Wharton's  Jerry 
Wind,  and  Harvard's  John  A.  Quelch  say 
global  marketing,  in  Quelch's  words,  is 
"unattainable  in  its  purest  form  for 
most  companies  and  products." 
SENSOR  PERCEPTION.  Levitt  says  that 
people  were  taking  him  too  literally.  "I 
assumed  I  was  talking  to  sensible  people 
who  knew  the  difference  between  a  ma- 
chine-tool factory  and  a  flea  market,"  he 
says.  Others  assert  that  he  was  employ- 
ing a  catchy  argument  to  grab  attention: 
"Ted  is  bright  enough  and  creative 
enough  to  know  the  world  isn't  as  sim- 


TED  LEVITrS  GLOSSARY 

MARKETING  MYOPIA  Businesses  fail  when  they  define 
their  markets  too  narrowly.  Successful  companies  iden- 
tify and  adapt  to  new  customer,  needs 

GLOBALIZATION  OF  MARKETS  Consumers  everywhere 
want  high-quality  products  at  a  fail'  price.  Companies 
need  global  strategies  to  exploit  this  homogeneity 

PLURALIZATION  OF  CONSUMPTION  People  are  exposed  to 
more  products  from  different  cultures.  That  offers 
more  opportunities  for  global  niche  marketing 


plistic  as  he  presents  it,"  says  Wind. 

Yet,  while  academia  has  spurned  Lev- 
itt, business  has  embraced  him.  Two 
years  ago,  Gillette  Co.  combined  its  Eu- 
ropean and  North  American  businesses 
into  a  single  unit  and  markets  its  new 
Sensor  razor  with  virtually  the  same  ad 
campaign  in  17  countries.  Hyatt  Hotels 
Corp.  employs  a  single  advertising  agen- 
cy to  standardize  its  image  worldwide. 
"If  anything,"  says  Adam  M.  Aron,  se- 
nior vice-president  for  marketing  at  Hy- 
att, "the  theory  of  global  marketing  is 
more  correct  today  than  20  years  ago." 
Even  Saatchi,  despite  its  difficulties,  is 


not  backing  down.  Worldwide  J- 1 
vertising  may  not  be  right  for  f- 
ery  client,  says  new  CEO  Robjt 
Louis-Dreyfus,  but  "there  is  :o 
doubt  that  a  global  network  i  a 
big  plus." 

Away  from  the  Review,  Le'Et 
has  the  time  to  prove  to  se 
doubters  that  his  concepts  <jli 
work.  He's  studying  how  bip' 
nesses  implement  global  stnH 
gies  in  terms  of  incentives 
organizational  dynamics.  Gloil 
marketing,  he  says,  presents 
ficult  internal  changes.  At  Sjfe 
chi,  Levitt  sees  a  need  for  mljei 
effective  communications  to  link  mae; 
closely  the  unwieldy  network  of  firrri  j 
Levitt  talks  in  even  vaguer  term^} 
examining  how  more  powerful  comAi 
ers  will  change  the  way  people  comm»? 
cate  with  each  other,  within  and  outafe; 
their  companies.  He  won't  say  m||i 
about  this  idea,  except  that  it  has  topii 
with  the  world's  increasingly  rapid  ic- 
ceptance  of  new  technology.  There  rij' 
be  a  book  in  it.  And,  he  says,  "ma|e 
people  will  disagree  with  me  on  tls, 
too."  He's  looking  forward  to  that.  ; 

By  Keith  H.  Hammonds  in  Boston,  ifh 
bureau  reports  , 


Three  Days  That  Will  Forever  Change 
'  The  Way  You  Anack  Problems. 

At  the  Skip  Barber  Racing  Sctiool.  you  strap  yourselt  behind  the  wheel 
of  a  Formula  Ford  for  three  days  of  intensive  training  in  the  art  and  science 
of  race  car  driving. 

Alone  in  the  cockpit,  you'll  discover  a  new  level  of  concentration. 
At  speed  you'll  learn  to  instantaneously  analyze,  and  then  attack  new 
problems -making  precise  adjustments  in  split  seconds. 

By  the  time  you  take  your  final  checkered  flag,  you  find  yourself 
challenging  limits  you  had  never  even  thought  possible. 

Over  the  years,  the  Skip  Barber  Racing  Program  has  trained 
thousands  of  successful  graduates  from  fndy  500  Drivers  to  executives 
of  Fortune  500  Companies. 

For  a  free  brochure  call  (203)  824-0771.  West  of  the  Rockies  call 
1  (800)  722-7223. 

Special  corporate  and  group  programs  also  available. 


SkipBarber 

RaangSchool 


The  Skip  Barber  Racing  School  Route  J:  Canaan,  CT  06018 
Skip  Barber  Racing  School  WesHBox  629iCarmel  Valley.  CA  93924 
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We  now  import  more  than 
40  percent  of  all  the  oil  we  use. 
And  that  percentage  is  growing. 
Our  excessive  dependence  on 
foreign  oil  could  blow  up  in  our 
faces  at  any  moment  if  our  supply 
were  somehow  disrupted. 

But  the  more  we  use  nuclear 
energy  instead  of  imported  oil,  to 
generate  our  electricity  the  less  we 
have  to  depend  on  uncertain  for- 
eign oil  supplies. 


America's  112  nuclear  electric 
plants  already  have  cut  foreign  oil 
dependence  by  4  billion  barrels 
since  the  oil  embargo  of  1973, 
saving  us  $  1 1 5  billion  in  foreign 
oil  payments. 

But  112  nuclear  plants  will 
not  be  enough  to  meet  our  rapidly 
growing  demand  for  electricity 
We  need  more  plants. 

Importing  so  much  oil  is  a  dan- 
ger we  must  not  ignore.  We  need  to 


rely  more  on  energy  sources  we  can 
count  on,  like  nuclear  energy. 

For  a  free  booklet  on  nuclear 
energy  write  to  the  U.S.  Council 


for  Energy 
Awareness, 
P.O.  Box  66080, 
Dept.  BB26, 
Washington, 
D.C.  20035. 


U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


Nuclear  energy  means  more  energy  independence. 


©1990  USCEA 
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Finances 


MAKING  THE  MOST 

OF  A  BARE-BONES  BROKER 


When  it  comes  to  in- 
vesting, Ron  Kul- 
pinski  is  no  no\ice. 
The  director  of  finance  and 
operations  of  the  corporate 
real  estate  department  at  GTE 
in  Stamford,  Conn.,  Kulpinski 
places  about  150  options 
trades  of  his  own  a  month.  "T 
want  to  keep  my  transaction 
costs  as  low  as  pussiMe."  he 
says.  "And  I'm  liiuk- 
ing  for  accurate  exe- 
cutions." So,  his  bro- 
ker is  .  .  .  Barry 
Muq^hy  &  Co. 

Barry  who?  Al- 
though the  name 
isn't  exactly  a  house 
hold  word,  Murphy  is 
one  of  an  increasing- 
ly prominent  sort  of 
company:  the  deep- 
discount  brokerage. 
In  contrast  with  full- 
service  brokerages, 
w^hich  provide  every- 
thing from  invest- 
ment advice  on 
stocks  to  home-equi- 
ty loans,  deep  dis- 
counters usually  are 
tapped  for  one  kind 
of  service:  executing 
stock  orders  cheaply 
and  efficiently.  They 
charge  far  lower 
commissions  on  most  trades 
than  major  full-ser\ice  compa- 
nies— and  even  traditional  dis- 
count brokers  (table). 

Discount  houses  are  noth- 
ing new.  They  first  attracted 
attention  in  1975,  when  bro- 
kerages began  offering  com- 
petitive commissions  to  re- 
place the  age-old  system  of 
fixed  rates.  But  the  populari- 
ty of  discounters  has  risen  in 
the  past  decade.  Traumatic 
events  such  as  the  1987  stock 
market  crash  have  caused  in- 
vestors to  become  increasing- 
ly skeptical  about  the  value  of 
Wall  Street's  costly  invest- 
ment advice.  And  the  well- 


publicized  declines  and  even- 
tual sales  of  such  major 
players  as  E.  F.  Hutton  and 
Thomson  McKinnon  have  ef- 
fectively shrunk  the  popula- 
tion of  full-service  brokers. 

The  two  dozen  or  so  deep 
discounters  have  come  into 
their  ow-n  in  the  past  few- 
years.  Increasingly,  such  tra- 
ditional di.-^count  brokers  as 


Charles  Schwab  and  Quick  & 
Reilly  are  resembling  the  big 
retail  brokerages  of  Wall 
Street,  adding  services  and 
branch  offices.  In  the  process, 
their  commissions  have  start- 
ed to  rise — by  about  15^'^  since 
1975,  estimate  the  deep  dis- 
counters. So  they  are  filling 
the  void.  "In  the  beginning, 
our  business  came  from  peo- 


BROKERAGE  COMMISSIONS: 
HOW  THEY  COMPARE 


Broker 

Commissions  on  S50  stock 
Number  of  shares 

50  100 

500 

5,000 

DEEP-DISCOUNT 

BARRY  MURPHY 
BROWN  S,  CO. 

$28.75  S32.00 
29  00  33.00 

S62.50 
65.00 

$400.00 
400.00 

DISCOUNT 

QUICK  &  REILLY 
CHARLES  SCHWAB 

49.00  49.00 
49.00  49.00 

119.50 
141.00 

332.50 
391,00 

FULL-SERVICE 

MERRILL  LYNCH 

76.75  97.00 

383.00 

1,870.00 

SHEARSON  LEHMAN 


pie  who  used  full-senice 
kers,"  says  Da\id  Corcor 
president  of  deep  discounj 
York  Securities  in  New  Yo 
"Now,  because  our  prices 
so  much  lower  than  other 
counters,  we  get  a  lot  of  th 
customers." 

BUSY  SIGNALS.  How  do 

do  it?  By  keeping  overh^ 
low  and  services  strictly 
frills.  Murphy 
just  one  office 
Boston  and  a  se\ 
member  staff,  wi 
basically  handl 
transactions.  Di 
discounters  dc 
have  departments! 
research  analysts  f 
economists, 
while  big  Wall  St 
brokerages  t\"pic^ 
spend  millions  of 
lars  on  advertisil 
the  deep  discount! 
favor  small  notice^ 
investment-orieni 
publications,  suchj 
Investor's  Daily. 

Just  W'hat  do 
give  up  by  usind 
deep  discount! 
Well,  don't  exj 
anyone  to  do  muclj 
the  way  of  finanl 
planning    or  ei 
stock-picking.  Don't  even 
pect  staffers  to  be  real 
available.  "We  offer  24-h(| 
toll-free  service  for  fre 
says  Hugo  Quackenbush| 
senior  vice-president 
Charles  Schwab.  "At  smal 
places,  the  philosophy  is,| 
the  phones  are  busy,  the! 
busy.'  "  The  deep  discoun| 
deny  that.  "On  a  ratio  of 
ployees  to  customers,  we 
as  much  phone  coverage| 
they  do,"  insists  Murphy. 

Deep  discounters,  like 
brokerages  that  are  re| 
tered  with  the  Securities 
Exchange  Commission, 
their  customer  accounts  I 
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]  for  $500,000  with  the 
rity  Investor  Protection 
.  Some  offer  additional 
rage:  Murphy,  for  exam- 
nsures  all  of  its  accounts 
;2  million  with  Aetna.  To 
;  sure  that  a  deep  dis- 
ter  is  indeed  a  member  of 
IPC,  investors  can  call  the 
Membership  Dept.  in 
lington  at  202  371-8300. 
e  deep-discount  broker- 
isn't  the  place  for  inves- 
who  like  one-stop  shop- 
.  When  it  comes  to 
ling  stocks,  bonds,  or  op- 
,  their  reach  is  extensive: 
{  boast  they  can  trade 
ling  from  AT&T  to  Toyota 
ly  stock  exchange  in  the 
1.  But  if  you  want  a  cer- 
ite  of  deposit,  limited 
lership,  or  annuity,  most 
discounters  won't  be 
to  help  you.  Mutual 
3  also  are  unavailable, 
^h  that  may  soon  change: 
lay  1,  for  example,  Mur- 
will  begin  offering  100 
ad  mutual  funds. 
ERICK  APPEAL.  Conve- 
:e  can't  be  underestimat- 
;ut  there  are  other  advan- 
s  to  a  full-service 
ition.  Clients  at  most  of 
traditional  brokerages 
long  enjoyed  keeping 
portfolios  in  something 
as  Merrill  Lynch's  Cash 
agement  Account  or 
rson's  Financial  Manage- 
:  Account,  which  combine 
;y-market  funds,  check- 
ng  privileges,  and  a  cred- 
rd  in  one  interest-bearing 
int.  Most  deep  discount- 
lon't  offer  such  accounts, 
ivestors  must  look  else- 
■e  to  earn  an  additional 
(at  current  rates)  on 
cash. 

le  deep-discount  broker 
als  to  an  independent- 
;ed  investor,  who  tends  to 
ery  active  in  the  market: 
least  607c'  of  our  custom- 
ire  making  a  minimum  of 
trade  a  month,"  says 
'ge  Brown,  head  of  Bos- 
)ased  Brown  &  Co.  For 
active  investors,  having  a 
er  who  can  advise  on  fi- 
ial  goals  is  more  than 
h  the  extra  costs  in  com- 
ions.  But  for  those  who 
want  to  save  money,  a 
discounter  might  be  just 
thing.  Jon  Friedman 


Family 

TILL  DEATH 
OR  DIVORCE 
DO  US  PART 


The  prenuptial  contract 
has  long  been  a  famil- 
iar, if  controversial,  doc- 
ument. But  the  tribulations  of 
the  Trumps  are  drawing  at- 
tention to  the  postnuptial  con- 
tract— an  agreement  ham- 
mered out  after  the  wedding 
to  determine  who  gets  what 
in  case  of  divorce  or  death. 

Without  a  contract,  distri- 
bution is  left  up  to  state-man- 
dated guidelines.  In  most 
states,  for  example,  the  sur- 
viving spouse  can  contest  a 
will  that  doesn't  leave  him  or 
her  at  least  a  third  of  the  es- 
tate. State  law  also  increas- 
ingly controls  how  holdings 
are  divided  upon  divorce.  The 
eight  community  states  view 
assets  accumulated  during 
the  marriage  as  belonging  to 
both  spouses  equally.  The  oth- 
er states  increasingly  aim  for 
"equitable  distribution." 
FOR  GRABS.  Generally,  what 
you  bring  into  a  marriage, 
plus  any  gifts  or  bequests 
you  later  receive,  is  deemed 
yours.  But  even  separate 
monies  could  be  up  for  grabs 
if  a  court  feels  the  distribu- 
tion is  otherwise  inequitable. 
A  "postnup"  pact  can  en- 


sure that  a  spouse  regains 
control  of  assets  he  or  she 
brought  into  the  marriage  but 
then  mixed  with  family  funds. 
Courts  tend  to  uphold  these 
contracts,  though  they  scruti- 
nize them  more  closely  than 
prenuptial  pacts  for  signs  of 
what  Manhattan  matrimonial 
attorney  Grier  Raggio  calls 
"implicit  intimidation."  To 
make  a  postnup  stick,  each 
spouse  should  have  separate 
counsel.  The  pact  should  also 
attest  that  both  parties  have 
disclosed  all  assets  and  have 
reflected  on  the  terms. 

Even  if  you  have  not  min- 


Tostnups'  deal  with 
goods  gained  before 
and  during  marriage 


gled  your  money,  a  postnup 
can  make  clear  that  your 
holdings  will  remain  separate, 
suggests  New  York  attorney 
Harriet  Cohen.  Another  tricky 
issue  is  how  to  treat  the  ap- 
preciation on  such  holdings. 
Spouses  may  demand  to  share 
in  the  increased  value  of  sepa- 
rate assets — such  as  a  house 
or  a  business — if  they  contrib- 
uted to  that  increase.  A  post- 
nup should  specify  how  any 
appreciation  would  be  divvied 
up — or  whether  it  would  be 
divvied  up  at  all. 

The  greatest  value  of  post- 
nuptial contracts  may  be  in 


providing  for  children  of  a 
previous  marriage.  For  exam- 
ple, they  can  stipulate  that 
any  assets  from  that  union  go 
to  you  or  to  your  offspring. 

But  holdings  can  be  safe- 
guarded in  other  ways,  too. 
You  could  use  separate  assets 
to  establish  an  irrevocable 
trust,  naming  your  children 
the  beneficiaries.  The  key 
word  is  "irrevocable":  Be- 
cause you  surrender  control 
over  the  assets,  they  are  no 
longer  considered  marital 
property.  Of  course,  the  irre- 
vocability that  makes  this 
strategy  work  is  also  its  weak 
spot.  "A  jjostnup  can  always 
be  amended,"  notes  Chicago 
attorney  Bernard  Rinella. 
BETTER  OR  WORSE.  Another 
strategy  would  be  to  buy  a 
term  or  whole-life  insurance 
policy  and  make  your  child 
the  beneficiary,  suggests  Vic- 
toria Felton-Collins,  author  of 
Couples  &  Money  (Bantam 
Books,  $17.95).  The  proceeds 
will  pass  out  of  your  estate — 
and  the  marital-property  pot. 

Negotiating  a  postnup,  or 
any  division  of  assets,  is  awk- 
ward at  best.  Often,  "you  are 
asking  to  take  away  some- 
thing the  other  spouse  would 
be  entitled  to  get"  in  the 
courts,  notes  Gary  Skoloff, 
chairman-elect  of  the  Ameri- 
can Bar  Assn.'s  family-law 
section.  A  postnuptial  may  be 
best  viewed  as  a  contingency 
plan — while  you  hope  for  the 
best,  you  prepare  for  the 
worst.  Bonnie  Siverd 
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deduct  the  loss  from  any  p 
property  as  soon  as  you  n 
that  address.  i 
At  first  glance,  separa1||| 
properties  looks  like  the  My 
to  go.  But  accountants  ire 
cautioning  taxpayers  to  can- 
late  the  expected  retuii 
from  various  ventures  beirt 
deciding. 

A  HEADACHE?  Segregat^ 
the  properties  means  keeptj 
detailed  track  of  the  prot'- 
and  losses  generated  by 
building.  While  most  proptb 
owners  would  probably  i 
that  anyway,  amassing  s. 
records  might  be  difficult  o 
investors  in  limited  part;] 
ships.  And  if  the  losses  r 
small  and  not  likely  to  be 
ried  over  from  year  to  j 
"it  will  be  more  of  a  heads 
than  it's  worth,"  says  Step 
Lawrence  of  Deloitte  &  ''. 
che  in  Washington,  D.  C. 

The  method  used  this  j 
(indicated  on  Form  8582, 
Passive  Activity  Loss  Lin 
tions  schedule)  must  be  i 
in  each  succeeding  tax  j 
as  long  as  you  own  the  p 
erties.  However,  the  deci; 
you  make  applies  only  to 
rent  holdings.  It  is  not  b 
ing  on  any  future  inv 
ments.  Catherine  \ 


Tax  Tips 

A  REAL  TOUGH 
TAX  CHOICE 
IN  REAL  ESTATE 


As  taxpayers  scurry  to 
get  their  returns  into 
shape  by  Apr.  16, 
those  who  own  substantial 
"passive"  investments  face  an 
irrevocable  decision.  The  In- 
ternal Revenue  Service  re- 
quires they  make  a  one-time 
election  of  whether  they  want 
all  these  investments  lumped 
together  or  separated  for  tax 
purposes.  The  choice  deter- 
mines how  and  when  the  tax- 
payer can  write  off  losses 
from  these  ventures. 

The  election  mainly  affects 
investors  who  own  real  es- 
tate, either  directly  or 
through  limited  partnerships. 
The  1986  Tax  Reform  Act  de- 
creed that  virtually  all  rental 
real  estate  investments  be  re- 
garded as  passive,  no  matter 
how  active  a  role  the  investor 
actually  takes  in  managing 
the  property. 
Sav  you  own  three  rental 


buildings.  On  your  1989  re- 
turn, you  can  deduct  207'  of 
any  losses  they  generate  from 
your  general  income  (in  1990, 
it  will  be  10%;  in  1991,  zero). 
The  rest  can  be  written  off 
only  against  income  from  oth- 
er passive  investments.  If  you 
don't  have  enough  such  in- 
come, you  carry  the  losses 
forward.  The  year  you  sell  the 


property,  you're  allowed  to 
write  off  accumulated  losses 
against  general  income. 

Beginning  this  year,  if  you 
choose  to  lump  the  buildings 
together  for  tax  treatment, 
you  will  not  be  allowed  to  de- 
duct losses  from  any  single 
property  until  you  sell  all  of 
them.  But  if  you  decide  on 
separate  treatment,  you  can 


Americans  are  a  highly 
mobile  lot,  so  for  many 
would-be  homeowners,  bor- 
rowing money  for  30  years 
at  a  fixed  rate  doesn't  make 
a  lot  of  sense.  They're  pay- 
ing the  high  rates  a  bank 
charges  to  even  out  its  risk 
over  three  decades.  Instead, 
those  likely  to  move  in  five 
to  seven  years  tend  to  take 
out  an  adjustable-rate  mort- 
gage, whose  initial  rates  are 
cheaper.  With  a  one-year 
ARM,  however,  the  homeown- 
er can  get  skewered  later  by 
rising  interest  rates. 

That's  one  reason  the  Fed- 
eral National  Mortgage 
Assn.,  more  commonly 
known  as  Fannie  Mae,  re- 
cently introduced  a  "two- 
step"  mortgage.  It  tries  to 
strike  a  happy  compromise 
between  the  expense  of  a 
fixed-rate  loan  and  the  risk 
of  an  ARM. 

Offered  through  various 
lenders,  Fannie  Mae's  two- 
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SHOULD  YOU  DO  THE  'TWO-STEP' 
WITH  FANNIE  MAE? 


step  gives  the  borrower  a 
mortgage  at  a  fixed  rate  for 
seven  years;  then,  the  loan 
may  be  adjusted  just  once — 
up,  a  maximum  of  six  points, 
or  down,  without  limit.  It 
stays  at  the  new  rate  for  the 
remaining  23  years.  The  big 
selling  point  is  that,  at  about 
107f  now,  the  two-step  starts 


HOW  fANNIE  RATES 

The  seven  year  cost  of  o  $  1 50,000  loan 
if  rates  jump  two  points  in  tfiird  year 

Mortgage  Initial  rate  Principal  ond 
(percent)  interest 

FANNIE  MAE  TWO-STEP 

 10.00%  $110,574 

ONE-YEAR  ADJUSTABLE 

 8.47  125.430 

DATA:  HSH  ASSOCIATES,  BW 


out  slightly  cheaper  than  the 
10.47  of  a  typical  30-year 
fixed-rate  mortgage.  Some 
banks  may  make  two-steps 
available  at  slightly  higher 
or  lower  rates,  notes  Fannie 
Mae  spokeswoman  Charlotte 
Sterling.  But  you  can  always 
expect  two-step  interest 
costs  to  be  lower  than  a  30- 
year  mortgage. 
HOT  NUMBERS.  The  two-step 
has  been  on  the  market  only 
since  Mar.  6,  but  it  has  taken 
off  like  gangbusters.  About 
170  lenders  have  granted 
$1.2  billion  in  commitments 
to  make  the  new  loans. 

It's  easy  to  see  why  bor- 
rowers are  eager.  If  rates 
stay  the  same  over  the  first 


seven  years,  principal  and 
terest  costs  of  an  ARM  (c 
rently  offered  at  abc 
8.477c')  and  a  two-step  •< 
roughly  equivalent.  But 
rates  go  up  even  moderat 
over  that  time,  the  savir 
of  the  two-step  can  add  up 
almost  $15,000  on  a  $150 
loan  (table). 

The  two-step  bears  mi 
than  a  passing  resemblai 
to  a  seven-year  "balloc 
mortgage,  which  requii 
the  borrower  to  pay  off 
balance  or  to  refinance  at 
end  of  the  initial  period, 
you  are  confident  that  j 
will  move  before  the  se^ 
years  are  up,  the  traditio 
balloon  may  be  better, 
lenders  are  offering  it  a 
lower  rate  than  the  two-st 
But  if  there's  a  possibi 
you  will  stay  put  longer, 
two-step  has  a  strong  adv 
tage:  You  avoid  the 
pense— and  hassle — of  r 
nancing.  David  Zi 


PERSONAL  BUM 


Let  Lufthansa  take  you  to  the  place 
where  the  climate  keeps  getting  warmer. 
Eastern  Europe. 


Remember  the  Iron  Curtain?  Not  so  long  ago, 
Eastern  Europe  seemed  remote  and  uninviting 
to  travellers  from  the  West. 
Today,  of  course,  the  climate  has  improved  dra- 
matically. And  while  many  western  airlines  are 
just  now  beginning  to  open  up  routes  to  the 
East,  to  Lufthansa,  Eastern  Europe  is  already 
familiar  ground. 

In  fact,  no  other  airline  flies  to  more  counthes  in 
Eastern  Europe  than  Lufthansa.You  will  even  find 
Lufthansa  offices  throughout  Eastern  Europe, 
staffed  by  people  who  have  the  experience  to 
help  you  with  local  travel  arrangements,  hotels, 
rental  cars  and  more. 

As  western  travellers  rediscover  Eastern  Europe, 
no  wonder  so  many  take  the  airline  that  never  left. 


People  expect  the  world  of  us. 

Lulthansa  is  a  participant  in  the  mileage  programs  ol  United.  Delta, 
USAir  and  Continental/Eastern  See  your  Travel  Agent  tor  details 


0  Lufthansa 
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fa 


Beach  Club,  where 
War  II  buffs  can  visit  'e 
landing  beaches  and  bargkrs^«= 
Other  tours  head  toward  Bi| 
ritz,  near  the  Spanish  bore 
This  is  the  oldest  golf  reg 
in  France,  with  such  w 
known  courses  as  the  C 
berta  Golf  Club,  built  in  19 


Travel 


WHERE  GOLF  IS 
ONLY  THE 
FIRST  COURSE 


Golf  has  never  been 
seen  as  a  Frenchman's 
game.  Yet  in  the  past 
few  years  the  French  have  be- 
come gripped  with  fairway  fe- 
ver. Not  only  is  the  nation 
taking  up  irons  en  masse  but 
American  and  British  land- 
scape architects  have  been 
called  in  to  spruce  up  old 
courses  and  design  new  ones. 

As  a  result,  France  is  fast 
becoming  an  interesting  alter- 
native to  Spain  and  Scotland. 
Unfortunately,  many  of  the 
best  French  clubs  are  closed 
to  uninvited  visitors.  So  a  few 
French  operators  are  begin- 
ning to  offer  golf  tours  for 
Americans.  Running  from 
April  to  October,  they  attract 
a  wide  range  of  players,  but 
they're  meant  for  those  with 
an  interest  in  la  belle  France: 
Interspersed  with  golf  are 
chateau  visits,  shopping  ex- 
cursions, and  wine  tastings. 
Prices  range  from  $500  to 
$1,200  per  person,  and  include 


ADDRESSING  LA  BALLF.  :  PRESIDENT 
MITTERRAND  TEES  OFF  AT  ST.  CLOUD 


hotels,  meals,  and  green  fees. 

Most  tours  begin  in  the 
Loire  Valley  and  head  south. 
Here  are  some  of  France's 
best  courses,  such  as  Les 
Bordes,  designed  by  Bob  Von 


TOURS  TO  TEE  OFf  WITH 


Le  Grand  Golf  in  Annecy,  France,  is  one  of 
the  largest  tour  operators.  Its  U.S.  travel 
representatives  are: 

►  MARSANS  INTERNATIONAL  TRAVEL 

New  York,  212  239  3880 

►  SOUTHERN  CALIFORNIA  GOLF  ASSN 

Los  Angeles,  8 18  509-0662 

►  TRAVELINKS 
Washington,  D.C.,  202  659-5657 

►  SOLREP  INTERNATIONAL 

Houston,  800  231-0985 


US 


Paris-based  tour  operators  include: 

►  DESTINATION  GOLF,  43-29-30-30 

►  VOYAGES  GALLIA,  42-66-48-71 

►  JET  TOURS,  47-42-06-92 

DATA:  BW 


BARBAROUX:  APfff5-GOLF,  VIEW  BULLFIGHTS  OR  ROMAN  RUINS 


Hagge,  near  Tours.  Organiz- 
ers will  arrange  lodging  in 
any  of  the  region's  half-dozen 
chateaus,  now  converted  into 
luxur\"  hotels. 

In  Provence,  the  Barbaroux 
course  sits  in  a  dramatic 
wooded  landscape  with  six 
huge  lakes.  There's  plenty  to 
see  nearby:  Roman  ruins  in 
Aries,  bullfights  in  Nimes, 
and  the  Van  Gogh  museum  in 
Les  Baux.  Many  tours  end  up 
on  the  Riviera,  playing  top 
courses  at  Cannes  and  Nice. 
If  your  handicap  is  impres- 
sive— 18  for  men,  24  for  wom- 
en— tour  managers  can  ar- 
range for  you  to  play  in  the 
Monte  Carlo  or  Cannes  Mou- 
gins  tournaments  held  in 
spring  and  summer. 
DRINK  AND  DRIVE.  Other  week- 
long  tours  head  southwest  to 
the  wine-rich  regions  of  Bor- 
deaux and  Cognac.  The  Co- 
gnac Golf  Club  runs  along  the 
Martell  estate  vineyards,  and 
during  har^-est  the  smell  of 
fermenting  grapes  fills  the 
air.  The  nearby  Pessac  Golf 
Club  has  even  closer  ties  to 
the  regional  vineyards.  Each 


hole  on  the  Medoc  course,  for 
instance,  is  sponsored  by  a 
Grand  Cru  wine.  You  get  to 
taste  as  you  play. 

Of  course,  if  you'd  rather 
skip  the  golf  altogether  and 
concentrate  on  the  wine,  there 
are  plenty  of  opportunites  in 
the  village  of  St.  Emilion. 
Chateau  Mouton  Rothschild, 
in  the  Medoc  region,  also 
holds  tastings. 

Among  four-day  tours,  Nor- 
mandy is  a  popular  spot.  A 
typical  trip  features  two 
rounds  of  golf:  one  at  the  ele- 
gant Deauville  Beach  Club 
and  the  second  at  the  Omaha 


Worth  Noting 

■  SOUND  SHOTS.  Konica's 
Kanpai  35mm  camera  ($216) 
points  and  snaps  pictures  by 
itself.  When  a  voice  or  other 
sound  reaches  a  preset  level, 
the  camera  swivels  on  its  tri- 
pod and  starts  shooting. 

■  KEEPING  RECORD.  When  is 
it  safe  to  toss  out  files?  The 
Encyclopedia  of  Records 
Retention  ($103,  Records 


and  the  Seignosse  Golf  CI 
The  tours  often  book  the 
tel  du  Palais,  built  in  the 
ter  half  of  the  19th  cent 
by  Napoleon  III. 

For  an  additional  % 
most  packages  offer  a 
days  in  Paris.  Visits  to 
City  of  Light's  most  exclus 
golf  clubs,  such  as  St.  CL 
(where  President  Mitterr; 
plays  a  few  holes  on  M 
days)  can  be  arranged. 

A  tip:  If  you're  a  commit 
player,  insist  on  playing 
fore  lunch,  which  mellows 
mood.  Even  so,  the  Fre 
don't  emphasize  18  holes 
a  good  score  as  much 
Americans  do.  A  day  at 
club  is  still  a  lot  like  a  pi 
in  the  countrv.      Pia  Fai 


Management  Group,  708  4 
3222)  advises  on  4,000  tyi 
of  documents,  from  payr 
to  insurance. 
■  ROAD  RAP.  Drivers 
ease  interstate  tedium  w 
Ride  with  Me  audio  c 
settes  (800  752-3195).  Ei 
90-minute  tape  ($10)  gives 
area's  history,  svmchronij 
to  mile  markers.  Routes 
elude  the  New  Jersey  Tu 
pike,  I-IO  through  Texas,  a 
1-95  through  Virginia. 


i! 
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Continental  78 
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Daimler  Benz  32 
Delta  78 

Digital  Equipment  76 

Dr  Pepper/Seven-Up  68 

Drexel  Burnham 
Lambert  14 


Eastern  Airlines  78 

Electronic  Data 
Systems  24,  78 

Exxon  8,  12,  14 

F 


Fidelity  Investments  25 
First  Gibraltar  Bonk  20 
Ford  32,62 
Fujitsu  24 

G 


General  Development  68 
General  Electric  32 
Gerber  52 
Gillette  82 

GM  24,56,61,62,94 
H 


Hal  Riney  &  Partners  56,61 

Handschy  Industries  27 

Hewlett-Packard  32,  35, 
76 

Hillsborough  Holdings  68 
Hitachi  24 
Honda  61 
Hooker  (L.J.)  28 
Hyatt  Hotels  82 
Hyundai  Electronics  51 


IBM  24,51,76 

Industrial  Equity 
(Pacific)  27 

Ingersoll  Publications  68 

Interco  68 


Jaguar  32 


Kohlberg  Krovis  Roberts  70 
Konica  90 


Lone  Publishing  28 
Lavalin  37 
Liont  Software  8 
Litton  Industries  81 
Loral  32 

M 


Manufacturers  Hanover  64 
Mazda  36,61 
Mozlat  32 
MCI  23 
MCorp  64 
Merrill  Lynch  64 
Metaflow  Technologies  51 
Microsoft  32 
MIPS  Computer  76 
Morris  (Philip)  25 

N 


Notional  Advanced 
Systems  24 

Notional  Semiconductor  24 

NBC  26 

NCNB  64,66 

Nestle  52 

Nissan  36,61 


Occidental  Petroleum  12 
P 


Progress  Software  76 

Protein  Polymer 
Technologies  51 

Pyramid  28 

Q 


Quebecor  37 
Quick  &  Reilly  86 

R 


Regeneron 
Pharmaceuticals  51 

RJR  Nabisco  68,  70 

s 


Saotchi  &  Saatchi  82 
Saturn  94 
SCI  Television  68 
Seaman  Furniture  68 


Security  Investor 
Protection  86 

Seibu  Department 
Stores  36 

7-Eleven  Supermarkets  68 

Smith  Internotional  27 

SNC  37 

Southern  Progress  28 

Southland  68 

Southmork  68 

Standard  &  Poor's  72 

State  Street  Bonk  & 
Trust  23 

Steinberg  37 

Sun  Microsystems  51,76 

Synovus  Financial  23 


Tektronix  76 

Teledyne  81 

Texas  Air  78 

The  Limited  64 

Thomson  Consumer 
Electronics  8 

Tiffany  28 

Time  Warner  26,  28 

Tokyo  Steel  36 

Torchmark  32 

Toyota  56,  61,  62 

Twentieth  Century-Fox 
Film  26 


United  78 

United  Savings  &  Loon  66 
United  Technologies  32 
Unitrin  81 

University  Savings  66 
Unocol  12 
USAir  78 
U.S.  Sprint  23 

w 


Walter  (Jim)  68 
Webb  (Del)  27 
West  Point-Pepperell  68 
Western  Union  68 
WorldSpon  78 

X 


Xerox  32 

Y 


York  Securities  86 


Beverly  Hills.  CA 

Saint  Louis.  MO 
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The  Fairmount 

San  Francisco,  CA 

Houston.  TX 

The  Huntington 

The  Lancaster 

The  Sherman  House 

New  Orleans.  LA 

Carmel,  CA 

Maison  de  Ville 

The  Highlands  Inn 

Boston,  MA 

Napa  Valley,  CA 

Boston  Harbor  Hotel 

Meadowood  Resort 
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Washington.  DC 

Rancho  Santa  Fe,  CA 

The  iefferson 

]ohn  Gardiner's 

Coconut  Grove,  FL 

Rancho  Valencia 

Mayfair  House 

Santa  Barbara,  CA 

Florida  Keys 

San  \sidro  Ranch 

Little  Palm  \sland 

Sedona,  AZ 

Cheeca  Lodge 

Enchantment 

Vevey,  Switzerland 

Vail  Valley,  CO 

Le  Mirador 

The  Lodge  at  Cordillera 

Pans  France 

Denver,  CO 

Hotel  Balzac 

The  Burnsley 

Mexico 

Minneapolis,  MN 

Villas  Quinta  Real 

The  Whitney 

Quinta  Real  Guadalajara 

For  a  complimentdr.  directory,  write 
SMALL  LUXURY  HOTELS  &  RESORTS 

337  S  Robertson  Blvd  ,  #  202  Beverly  Hills,  CA  W2I  I 


Reservations:  (800)  345-3457 
Airline  Access  Code:  LX 
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Which  side  are  you  on? 


In  every  business  relationship,  people  start  out  on  the  same  side. 
Seems  like  only  a  matter  of  time  before  they  end  up  on  opposite  ones. 

Take  pensions.  Where  many  pro\dders  lure  customers  with 
promises  of  an  open  door.  But  quickly  close  it  once  they  make  the  sale. 
\t  the  CIGNA  companies,  our  job  is  to  make  your  job  easier.  We  not 

only  have  evervthine  vou 
need  to  operate  a  401(k) 
or  retii'ement  plan.  We 
simplify  the  entire  process 

With  services  like 
discrimination  testing 
and  loan  administration 
software. 

With  a  commitment 
not  only  to  the  latest 
teclinology.  But  to  human 
contact. 

Wliich  is  why  we  have 
the  largest  netw^ork  of 
sales  and  service 
specialists  in  the  country. 

People  who  concentrate] 
solelv  on  retirement 
plans.  So  they're  able  to  meet  virtually  any  information  need  quickly 
and  accurately.  It  all  adds  up  to  a  way  of  doing  business  that  has  kept 
our  client  and  asset  retention  rates  consistently  over  93%. 

Don't  let  unresponsive  service  come  betw^een  you  and  your  provider. 
Write  Group  Pensions,  Dept.  RJ,  1600  Arch  St.,  Phila.,  PA  19103. 

And  discover  the  difference  between  a  company  that  starts  out  on 
your  side.  And  one  that  has  what  it  takes  to  stay  there. 
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We  get  paid  for  results. 


CIGNA 


vestment  Figures  of  the  We^ 
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rally  lackluster  week  in  the 
]l  markets.  The  only  major 
las  on  Mar.  27,  when  the 
>nes  industrial  average 
29  points.  The  big  news 
led  gold,  which  declined  on 
i  by  over  $20  an  ounce  to 
;st  point  in  six  months, 
troubles  were  largely  relat- 
sharp  surge  in  the  dollar, 
limbed  to  a  three-year 
rsus  the  yen.  One  bright 
omputer  and  small-cop  mu- 
ids,  thanks  to  recent  gains 
i-technology  stocks. 


STOCKS 


52-week  change 
t  17.0% 


Mar.  22-28 


1  -week  change 
+  0.7% 


BONDS 

Mar.  Sept. 


Mar.      Mar.  22-28 


350  1500 

■  345  1350 
342  00 

340  1200 

335  1050 


.  330  900 


Shearson  Lehman 
Treasury  Index 


52-week  change 
.  5.2% 


1  -week  change 
-r  0.3% 


THE  DOLLAR 

Mgr.      Sept.      Mar.     Mar.  22-28 


1270  <)o 


J.  P.  Morgan 
Index 


52-week  change  1-week  change 

;  0.8%  0.4% 


RRET  ANALYSIS 

%  chonge 

TOCKS 

Latest 

Week 

52-week 

ONES  INDUSTRIALS 

2743.7 

0.6 

20.3 

MPANIES  (Russell  1000) 

178.2 

0.5 

15.3 

COMPANIES  (Russell  2000) 

163.8 

-0.3 

4.5 

MPANIES  (Russell  3000) 

190.1 

0.4 

14.4 

%  change  (local  currency) 

5N  STOCKS 

Latest 

Week 

52 -week 

N  (FINANCIAL  TIMES  100) 

2275.0 

1.1 

9.8 

(NIKKEI  INDEX) 

31,263.6 

1.5 

-4.5 

TO  (TSE  COMPOSITE) 

3677.3 

-1.6 

3.3 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

8. 1  % 

8.2% 

9.3% 

30-YEAR  TREASURY  BOND  YIELD 

8.5% 

8.5% 

9.1  % 

S&P  500  DIVIDEND  YIELD 

3.4% 

3.3% 

3.7% 

S&P  500  PRICE/EARNINGS  RATIO 

15.0 

14.8 

11.8 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  overage 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment;  Vickers  sell/buy  ratio 

341.2 
34.1% 
0.39 
0.81 

341.4 
34.6% 
0.33 
0.79 

Positive 
Neutral 
Neutral 
Positive 

USTRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC. 


WEEK  LEADERS 

%  change 
4-week  52 

-week 

Strongest  stcKk  in  group 

% 

4-week 

change 

52-week 

Price 

NES 

15.9 

19.1 

UAL 

27.7 

42.6 

161 '72 

S 

13.4 

36.2 

INTERCO 

53.8 

-80.8 

5/8 

ALTY  RETAILERS 

13.1 

35.3 

LOWE'S 

28.4 

43.5 

333/8 

CONDUCTORS 

12.6 

51.7 

ADVANCED  MICRO  DEVICES 

20.0 

18.2 

93/4 

L 

12.3 

0.0 

NUCOR 

27.7 

36.1 

641/2 

WEEK  LAGGARDS 

%  change 
4-week  52 

-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

LS  AND  MOTELS 

-10.4 

-3.2 

HILTON  HOTELS 

-19.3 

-1.4 

513/4 

RANCE  BROKERS 

-8.3 

13.3 

MARSH  &  McLENNAN 

-11.1 

15.8 

68% 

)  MINING 

-8.0 

23.7 

NEWMONT  MINING 

-13.0 

19.5 

45  V8 

^ND  GAS  DRILLING 

-3.6 

56.7 

HELMERICH  &  PAYNE 

-5.3 

35.4 

331/2 

TH  CARE  SERVICES 

-3.0 

12.3 

GENENTECH 

-5.1 

32.7 

253/8 

TUAL  FUNDS 


MORNINGSTAR  INC, 


RS 

'ek  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

L  &  BEAR  SPECIAL  EQUITIES 

12.3 

DFA  JAPANESE  SMALL  COMPANY 

-15.4 

N  WinER  DEVELOPING  GROWTH  SECS. 

12.0 

G.  T.  JAPAN  GROWTH 

-14.3 

LITY  SELECT  COMPUTERS 

1 1.7 

STRATEGIC  INVESTMENTS 

-11.8 

^k  total  return 

% 

52-week  total  return 

% 

LITY  SELECT  ENERGY  SERVICE 

OWE  PRICE  SCIENCE  &  TECHNOLOGY 

ER  SMALL  CAPITALIZATION 

50.6 
47.9 
44.7 

DFA  UNITED  KINGDOM  SMALL  COMPANY 
PRUDENT  SPECULATOR  LEVERAGED 
NATIONAL  REAL  ESTATE  INCOME 

-19.7 
-19.3 
-11.8 

4-week  total  return 


iiage  fund 
52-v/eek  totol  return 


LATIVE  PORTFOIIOS 


amounts 
ent  the  present 
of  $10,000 
ed  one  year 
each  portfolio 

fages  indicate 
y  total  returns 


U.  S.  stocks 
$11,973 

-0.02% 


nil 


Treasury  bonds 
$11,679 

-0.29% 


Money  market  fund 
$10,731 

+  0.15% 


Foreign  stocks 
$9,663 

+  0.82% 


DATA  RESOURCES  INC. 


Gold 
$9,418 

-7.92% 


on  this  poge  are  as  of  market  close  Wednesday,  Mar.  28,  1990,  unless  ottierwise  indicated.  Mar.  27.  Mutual  fund  returns  are  as  of  Mar.  23.  Relative  portfolios  are  valued  os  of  Mar.  27.  A  more 
groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request. 
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A  SPARK  PLUG 
CALLED  SATURN 


acked  by  the  world's  largest  industrial  concern,  Sat- 
urn Corp.  spent  eight  years  searching  for  the  best 
way  to  beat  the  Japanese  in  building  a  small  car.  The 
real,  broader  goal:  to  show  General  Motors  how  a  car  manu- 
facturer should  be  organized  for  the  21st  century  (page  56). 
Whether  or  not  the  car  is  a  success,  Saturn's  four  major 
conclusions  about  the  keys  to  competitiveness  should  be 
pondered  by  all  U.  S.  manufacturing  concerns. 

First,  know  the  competition.  Both  management  and  labor 
scrutinized  Japanese  cars  and  marketing  methods,  visited 
plants  around  the  globe  to  study  manufacturing  processes, 
and  talked  to  Americans  who  buy  import  cars.  Everyone  had 
to  know  what  they  were  up  against. 

Second,  motivate  your  people.  Money  isn't  enough.  Indeed, 
United  Auto  Workers  members  at  Saturn  have  accepted  a 
20%  pay  cut,  which  can  be  made  up  if  they  attain  certain 
productivity  targets.  And  yet  they  signed  up,  enthused  by 
Saturn's  mission,  by  the  opportunity  to  provide  their  skills 
and  knowledge  as  much  as  their  brawn,  and  by  a  leadership 
that  disdained  the  old  distinctions  between  labor  and  man- 
agement. Saturn  is  counting  on  their  commitment  to  match 
the  Japanese  carmakers'  well-earned  reputation  for  quality. 

Third,  don't  skimp  on  training  funds.  Following  a  week- 
long  orientation,  workers  are  given  100  to  750  hours  of  skills 
training  for  the  specific  line  job  they  will  be  doing.  Even 
after  production  starts,  5%  of  each  worker's  time  every  year 
will  be  devoted  to  training.  For  the  Saturn  cars  to  be  world- 
beaters,  they  can't  be  built  by  workers  who  last  saw  the 
inside  of  a  classroom  five  years  ago — or  more. 

Fourth,  and  perhaps  most  surprising,  don't  expect  mir- 
acles from  technology.  Originally  envisioned  as  the  epitome 
of  high  tech,  Saturn  evolved  into  something  quite  different. 
Only  after  management  and  labor  had  decided  how  the 
corporation  should  be  structured  and  how  the  car  should  be 
built,  did  Saturn  turn  to  the  technology.  Technology  plays  a 
crucial  supporting  role,  but  Saturn's  leadership  realized  that 
any  competitor  can  buy  a  new  technology. 

None  of  these  principles  is  new,  which  could  be  the  most 
valuable  lesson  from  Saturn.  There  is  no  secret  to  instantly 
becoming  competitive.  It  requires  rigorous  and  consistent 
attention  to  the  basic  principles  of  business. 


GORBY  CAN'T  KEEP 
STRADDLING  THE  FENCE 


ikhail  Gorbachev  has  brought  about  a  profound 
^  shift  toward  a  more  open  and  democratic  society  in 
I  the  Soviet  Union.  Nevertheless,  history's  verdict  on 
his  achievements  will  be  close,  but  no  cigar  if  he  fails  two 
crucial  tests  that  now  confront  him. 

He  must  find  a  face-saving  formula  to  give  Lithuania  its 
rightful  independence.  If  he  tries  to  hold  Lithuania  by  force. 


he  will  destroy  the  political  confidence  needed  to  build  a  ^vW 
society  in  the  Soviet  Union,  a  peaceful  concert  of  nation  ii 
Europe,  and  stable  ties  with  the  U.  S.  After  five  yeano 
half-measures  to  revamp  the  Soviet  Union's  failed  systero 
central  controls,  Gorbachev  must  also  use  his  nel- 
strengthened  poWers  to  create  a  functioning  market  ecuo 
my.  Otherwise,  worsening  shortages,  inflation,  and  sea 
unrest  could  wreck  his  reforms. 

Right  now,  Gorbachev  has  teams  working  in  dacv 
around  Moscow  to  draft  new  laws  and  decrees  on  key  iss 
from  price  reform  to  unifying  the  ruble's  exchange  ra'.- 
Together  with  laws  recently  enacted  on  landholding  !> 
business  ownership,  the  proposed  measures  should  crea  ; 
system  closer  to  a  Western-style  market,  with  diverse  fo  ii, 
of  enterprise  and  investment— but  only  if  Gorbachev  f  ly 
commits  his  clout  to  removing  bureaucratic  and  polit®. 
obstacles.  Although  Gorbachev  still  talks  ambiguously  (  ;,  i 
"planned  market  economy,"  he  now  has  advisers  telling  aii  lir 
he  can't  have  it  both  ways.  On  the  economy,  as  on  Lithua:r 
Gorbachev  is  approaching  policy  choices  that  could  dt 
mine  whether  the  Soviet  Union  becomes  a  full-fledged  niTi 
ber  of  the  community  of  industrial  democracies.  These  rt 
history-making  decisions  he  can  no  longer  avoid. 


TINY  STEPS  TOWARD 
BOARDROOM  REFORM 


E 


very  system  has  its  weaknesses,  and  American  co:w- 
rate  governance  is  no  exception.  Increasingly,  insto- 
tional  investors  have  been  pressing  corporate  botds 
for  more  accountability  and  better  performance  with  sh-e 
holder  resolutions  and  proxy  fights.  The  pressure  is  stnf 
enough  to  have  been  acknowledged  by  the  Business  Roi.d- 
table,  a  bastion  of  America's  corporate  elite. 

In  a  new  position  paper,  the  Roundtable  advocates  a  iV 
measures  that  could  make  corporate  boards  more  effect'e 
It  backs  boards  with  a  majority  of  outside  directors  I; 
recommends  that  a  committee  composed  solely  of  outsiciris 
nominate  board  members — not  the  chief  executive,  as^ 
current  practice  in  many  companies.  And  it  suggests  tat 
boards  regularly  evaluate  the  performance  of  their  m. 
members— as  well  as  that  of  management. 

These  are  steps  that  increase  a  board's  independence^} 
only  a  small  measure.  And  no  doubt  the  Roundtable,  wl?l. 
has  denied  the  need  for  reform,  is  urging  them  to  stave  If  'y 
further  intrusions  by  shareholders.  Nonetheless,  we  applPri  ■ 
these  measures,  while  saying  they  don't  go  far  enough., 
There  is  no  prescription  for  the  ideal  board,  but  sent 
reforms  would  help.  Outside  directors  should  insist  on  .it 
ting  more  information  from  CEOs — in  time  for  study  bef oi  < 
meeting.  They  should  push  for  free-wheeling  discussioio 
issues,  not  canned  slide  shows  depicting  current  operati(?s 
Outsiders  should  establish  a  forum  to  meet  separately  fir 
management,  at  least  once  a  year.  They  should  set  u  ; 
formal  mechanism  to  review  executive  performance,  perhp^ 
with  the  help  of  outside  consultants.  And  they  should  con;d 
er  splitting  the  job  of  chairman  and  CEO — since  combirif: 
them  can  make  for  an  imprudent  concentration  of  powe 
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25  EXECUTIVES 
TO  W/ATCH 


"With  Digital, 
Polaroid  is  picture 
perfect  in 
customer 
satisfaction.'' 


"Polaroid's  key  objective  is  cus- 
tomer satisfaction.  And  manufactur- 
ing excellence— higher  quality,  lower 
cost  and  faster  time  to  market  — is  a 
prime  strategy  in  achieving  it.  Our 
CIM  project  needed  to  integrate 
manufacturing  with  product  design 
and  marketing,  and  tie  together 
computers  from  the  desktop  to  the 
datacenter.  To  give  our  people  the 
information  they  need  to  respond 
quickly  to  customer  demands  and 
market  changes. 

"Digital  offered  us  just  that,  plus 
multivendor  networking  and  out- 
standing price/performance.  And  we 
can  run  the  same  application  on  any 
size  VAX'"  computer  system  in  any  of 
our  22  plants  worldwide-without 
modification. 

"The  success  of  our  CIM  and 
systems  integration  efforts  has  been 
enhanced  by  Digital  s  expertise  and 
openness.  They  designed  a  solution 
to  fit  our  unique  business  challenge. 
And  they  shared  their  experiences  in 
building  enterprise-wide,  integrated 
information  systems.  To  help  us 
empower  our  people  to  run  our  busi- 
ness better." 

The  rewards  of  working  together. 

Digital  s  approach  to  computing 
helps  people  work  together  to 
improve  customer  satisfaction  and 
provide  a  competitive  advantage. 

Today,  with  systems  and  exper- 
tise that  make  the  promise  of  inte- 
grated business  a  reality.  Digital  gives 
you  an  elegantly  simple  way  for  your 
people  to  work  together  more  produc- 
tively, more  creatively,  more  effi- 
ciently, more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
Street,  K29,  Maynard,  MA  01754-2198. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  D^ital 

has 
it 

now: 


Everything  Needs  Tci 


wc  rc 
about 


For  as  long  as 
the  Department  of 
Transportation 
has  been  keep- 
ing records,  one 
airline  has  done  the 
best  job  of  getting 
you  where  you're 
going  on  time: 
American  Airlines, 
the  On-time  Machine! 
And  while  we're  proud 
of  our  on-time  record, 
prouder  still  of  what  it  says 
American  Airlines. 


in  top  condition.  Which  is  why 
American's  maintenance  is  anything 
but  routine.  It's  exacting.  Uncom- 
promising. 
\  In  feet,  for  every  houi 

in  the  air,  an  American 
Airlines  plane 


BEING  ON  TIME 
MEANS  BEING  METICULOUS 
IN  EVERY  DETAIL. 
Obviously  for  an  airline  to 
be  on  time,  its  planes  have  to  be 


"eceives  eleven  man-hour^ji""! 
maintenance.  By  skillful  m-  JJ', 
chanics  whose  training  and  expert5c 
are  unsurpassed  in  the  industry 

YOU  CAN'T  BE  ON  TIME 
IE  BAGGAGE  Ij\GS  BEHIND.  \ 

An  on-time  airline  demands  an  o- 
time  baggage  system.  So  American 
keeps  coming  up  with  ideas  to  male 
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The  Business  Week  1000 

14  A  Profile  of  the  BW  1000 

Earnings  of  America's  migl)tiesl  corporations  are  turning  out  to  be 
something  of  a  disappointment  this  year,  and  the  economic  and  political 
climate  is  full  of  uncertainties.  Yet  market  values  are  up  strongly,  and  the 
top  1.000  companies  came  out  of  a  difficult  1989  in  pretty  good  shape 


22  The  Little  Giants 

The  list  of  small  companies  with  big  reputations  among  market  investors 
is  filled  with  familiar  favorites:  The  trendy  industries  are  still  cellular 
telephones,  some  real  estate  plays,  and  the  biotech  hotshots 


137  How  to  Use  This  Issue 

A  fast  guide  to  help  you  sort  through  some  30.000  details  that  reveal 
everything  you  want  to  know  about  America  's  most  valuable  companies 


158  The  Business  Week  1000  Tables 

Based  on  market  value,  the  BUSINESS  WEEA  1990  rankings  document  who 's 
up  and  who  's  down  as  U.  S.  corporations  enter  a  perilous  year 


217  Ranking  by  Industry 

Here  's  a  concise  view  of  the  U.  S.  economy-industry  by  industry.  As 
mergers  take  their  toll,  some  industries-see  glass  and  textiles-have  so 
few  public  companies  that  they've  all  but  vanished  from  the  list 


247  Alphabetical  Index 

If'here  to  find  each  company  's  market-value  listing,  its  rank  in  sales, 
profits,  and  assets,  as  well  as  headquarters  address  and  phone  number 
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time  Machine, 
Run  like  Clockwork 


WE  PUT  OUR  PASSENGERS 
ABOVE  ALL 

Wliile  an  on- 
time  arrival  is 
what  travelers 
say  they  want 
most  from  an  air- 
line, we  know  it's 
not  the  only  thing. 
Which  is  why  at 
American  Airlines, 
you'll  find  courteous 
and  at- 
tentive service 
every  step  of  the  way 

Because  it's  not  enough 
just  to  get  you  where  you're| 
going  on  time.  We  want  to 
be  sure  you  enjoy  the  trip. 

*D.O.T.  cumulative  percentages  of  nonstop  domestic 
flights  arriving  vv'ithin  15  minutes  of  schedule  for  all  re- 
ported airports,  for  the  seven  largest  airlines  (domestic 
revenue  passenger  miles)  since  Se|:)tember  1987. 


)aggage  handling  more  precise. 
Whether  it's  something  as  advanced 
s  electronic  scanning  for  accurate 
orting,  or  as  simple  as  double- 
agging  bags  on  connecting  flights. 

At  American  .\irlines,  we  under- 
tand  the  importance  of  efficient 
)aggage  handling.  Because  arriving 
)n  time  at  your  destination  doesn't 
nean  anything  if  your  bags  don't. 


AmericanAirlinei 

Sometlm  igspecial  in  tl:)eaif  I 


26  Photo  Essay:  PepsiCo 

A  pictorial  tour  around  one  of  tfje  more  adroit  marketing  companies. 
PepsiCo  itas  ridden  three  disparate  divisions-soft  drinks.  snack  foods, 
and  fast-food  restaurants-to  a  lofty  perch  on  the  BUSINESS  WEEK  1000 
list,  moving  up  10  slots  in  the  past  year,  to  No.  29 


82  25  Executives  to  Watch 

Half  the  people  in  this  elite  group  are 
new  to  their  jobs,  and  all  of  them 
face  significant  challenges  of  one 
kind  or  another.  A  few  are  on  top 
of  the  world,  a  few  have  their 
work  cut  out  for  them,  and  a 
few  would  just  as  soon  forget 
that  1989  had  ever  happened 


34  The  Top  200  Deals 

Although  1989  was  still  quite  a  year  for 
takeovers  and  buyouts,  the  woes  of  high 
leverage  seem  to  have  cooled  the  boom.  But 
don  7  be  surprised  if  'strategic '  mergers  start 
to  surge.  This  year  is  starting  out  strong 


66  The  Undervalued  200 

Setting  aside  the  inevitable  dogs,  this  year  's  list 
has  a  good  selection  of  out  of favor  stocks- 
defense  and  aerospace  to  name  two  groups.  The 
bottom  fishing  is  likely  to  be  good 
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To  get  people  to  care  about  quality, 
you  have  to  care  about  them. 


At  Motorola,  we 


believe  that  caring  about  your  customers  5k 
begins  with  caring  about  your  own  a 
employees.  This  belief  in  constant  ?1] 
respect  for  people  has  led  to  a  |)f 


Through  Motorola  University,  Motoroia 
invests  2.8%  of  its  annual  payroll  in  the  education, 
training,  nnd  retraining  of  its  employees  worldwide. 


dedicated  work  force  that  consistently  Tl 


delivers  high-quality  products. 


Motorola  invests  almost  twice 


the  national  average  in  employee 
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training  programs  that  respond 


Winner  1988 


National 
Quality 
Award 


On  fhis  card  carried  by  Motorola  employees,  "constant  respecf 
for  people"  IS  the  very  first  of  the  company  s  key  beliefs;  fiov/ng 
(he  "best  in  class"  people  is  first  on  /fie  list  of  key  goals. 


to  changing;  work  environments— teaching 

fjhe  process  of  learning  never  ends  at  Motorola.  Even  the  most  senior 
J  executives  take  time  to  help  train  our  managers  of  the  future. 

t  #i  »  i 


new  creative 


skills,  endowing 


employees  with  a  sense  of  individual  worth, 
showing  them  that  their  concerns  for 
personal  development  are  being  heard, 
The  result:  Our  employees  can  now  reach 
a  potential  that  they  once  may  have  only 
dreamed  possible.  ■  There's  only  one  way 


to  care  about  people: 
one  at  a  time. 


{*'  and  Motorola  are  registered  trademarks  of  Motorola.  Inc  if'  1990  Motorola,  Inc 
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Memo 


The  Btt  1000  editorial  team.  Seated,  from  left:  Leach.  Lewis.  Mims.  Finch.  Standing,  front • 
roil  :  Kalton.  Bremner.  Dunkin.  Jespersen.  Dobrzynski.  White,  tatise.  Standing,  back  row:  ^/^^ 
Romanoff.  Sathans.  Bloom.  Socia.  Rothman.  .Mlyn.  Schneider.  Worley.  Kichen 


r 


his  is  the  fifth  year  that  business  week  has  reported  o  ...^^ 
the  annual  performance  of  .'\merica's  most  valuabl 
companies— the  1,000  largest  corporations  ranked  in  size  by  ma; 
ket  value,  not  by  sales  or  earnings  or  assets.  The  technique  focuS' 


on  worth  in  the  marketplace,  and  we 
believe  that  this  is  the  most  useful  way 
to  look  at  corporate  performance. 

It  helps  put  into  perspective  what's 
really  happening  in  the  U.  S.  economy. 
For  example,  despite  the  stock  market 
volatility  of  the  last  few  years,  the  com- 
position of  the  1000  is  surprisingly  sta- 
ble. Only  10''  of  the  companies  on  the 
list  are  new  to  it.  But  that  10'  I  is  where 
we  make  room  for  the  smaller  compa- 
nies coming  up,  the  hot  growth  compa- 
nies that  display  the  vitality  and  creativ- 
ity that  will  keep  the  economy  growing 
and  the  nation  competitive.  If  you  look 
at  the  Little  Giants  list  of  companies 
that  made  the  list  with  sales  of  less  than 
$100  million  last  year  (page  22),  you'll 
see  what  I  mean.  Those  25  companies 


accounted  for  l''<  of  the  total  markfie-^.^jij 
value  of  the  1000,  although  their  sal^-.jjjj 
are  minute.  These  entrepreneurial  con|if 
panies  have  high  market  value  becau^,'ji[,, 
they  have  attracted  investor  interest. 

At  the  same  time,  the  1000  never  loS' 
sight  of  where  the  real  muscle  is  in  th 
U.  S.  economy:  The  top  100  companie 
accounted  for  52'';  of  last  year's  marke  -  j^ 
value — and  e.xactly  the  same  proportio  -;.(^. 
of  profits,  I  might  add,  though  only  45' 
of  total  sales.  And  the  top  half  of  the  lis!  ;  ^, 
accounted  for  no  less  than  897f  of  th 
list's  $2.7  trillion  total. 

As  you  might  expect,  producing  a 
issue  that  presents  more  than  30,000  bit 
of  data,  plus  more  than  100  columns  c 
editorial  matter  to  help  make  sense  c  |f,  f 
all  the  numbers,  is  a  considerable  undei 
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ng.  Special  Issues  Editor  Eph  Lewis 
Assistant  Managing  Editor  Mark 
■rison  supervised  a  team  of  nearly  50 
ors,  reporters,  art  directors,  photo 
ors,  and  production  specialists,  in- 
ling  the  group  in  the  picture, 
he  principal  burden  of  preparing  and 
ing  the  statistics  was  born  by  Score- 
rds  Editor  Bob  Minis,  assisted  by 
•f  Editor  Fred  Jespersen.  The  data 
e  prepared  by  the  talented  staff  of 
idard  &  Poor's  Compustat  Services, 
:h,  hke  BUSINESS  WEEK,  is  a  unit 
McGraw-Hill.  Jespersen  also  was 
cipally  responsible  for  compiling  and 
ing  the  Top  200  Deals  tables,  while 
ior  Writer  Judy  Dobrzynski  wrote 
introduction  to  that  feature, 
taff  Editor  Brian  Bremner  penned 
cover.  Staff  Editor  Leah  Nathans 
te  the  introduction  to  the  Underval- 
200,  and  Associate  Marketing  Editor 
y  Dunkin  produced  the  photo  essay 
PepsiCo.  People  Editor  Peter  Finch 
his  associate,  Andrea  Rothman,  edit- 
;he  25  Executives  to  Watch, 
he  striking  visual  presentation  was 
gned  by  Molly  Leach,  who  has  be- 
e  a  regular  on  BUSINESS  WEEK's 
:ial  issues.  She  was  assisted  by  Lou- 
White  and  Carolyn  Sanderson  and 
ported  by  picture  editors  Larry  Lipp- 
in,  Sue  Bloom,  and  Scott  Mlyn. 
s  in  any  intricate  statistical  presenta- 
,  production  experts  play  a  large 
.  This  year,  the  key  player  was  Pro- 
tion  Manager  Claire  Worley,  assisted 
Karen  Calise,  Ina  Kichen,  and  Make- 
Editor  Use  Walton.  Steve  Romanoff, 
isual,  read  every  number  and  every 
■d  for  accuracy,  and  Mary  Lee 
neider  and  Craig  Socia  tracked  the 
Icage  through  the  printing  plant  and 
the  mail. 


You've  achieved  recognition, 
financial  success,  and  the 
admiration  of  your  peers. 
Things  look  good  today,  but... 

AreYovRemy 
For  Tomnwf 


Introducing  Assets,  from  the 
editors  of  Business  Week. 


Assets  is  a  practical,  informative,  and  lively  supplement  to 
Business  Week  for  people  who  have  attained  an  affluent 
lifestyle.  Features  and  articles  are  devoted  to  such  topics  as 
personal  finance,  real  estate,  tax  strategy,  and  investing — with 
additional  emphasis  on  travel,  health,  food,  wine,  fashion,  and 
the  best  consumer  products. 

Assets,  a  unique,  appropriate,  and  very  important  resource 
for  the  '90s,  premieres  this  June.  Make  sure  you  don't  miss  it. 

To  be  among  the  select  group  who  will  get  Assets  free  in  1990, 
call  this  toll-free  number: 

1-800-54 ASSETS 
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The  advertisers  listed  here  are  making  information  available 
with  their  compliments.  For  type  of  information,  see 
categories  below.  To  obtain  information,  see  adjoining  page. 


ANNUAL  REPORTS 

1.  ALLTEL  Corporation 

2.  BP 

3.  Eaton  Corporation 

FINANCIAL  PRODUaS 
AND  SERVICES 


4. 

American  Societv  of 

CLU-ChFC 

5. 

Century  21 

Commercial/Investment 

Services 

6. 

Chicago  Mercantile 

Exchange 

7. 

CIGNA  Corporation 

8. 

Continental  Bank 

9. 

Credit  Suisse 

10. 

Delta  Dental  Plans 

n. 

Franklin  Fund 

12. 

Kemper  National 

Insurance  Companies 

13. 

Van  Kampen  Merritt 

14. 

Wausau  Insurance 

Companies 

PRODUCTS/SERVICES 


15.  AB  Volvo 

16.  ASK  Computer  Systems 


17.  American  Gas  Association 

18.  Astra  Jet 

19.  Brother  Industries,  Ltd. 

20.  CAST 

21.  Conrail 

22.  Daewoo 

23.  Dillard  Department  Stores 

24.  E.N.I.  Group 

25.  Eastman  Kodak  Company 

26.  Eastman  Kodak  Copy 
Products 

27.  Entergy  Corporation 

28.  General  Motors  -  Cadillac 

29.  Hewlett-Packard 
Peripherals 

30.  Hotel  Lotte 

31.  Konica  Business 
Machines  U.S.A.,  Inc. 

32.  Lincoln  Mercury  Division  - 
1990  Lincoln  Town  Car 

33.  Martin  Marietta 

34.  Mazda  Motor  of  America, 
Inc. 

35.  MicroAge 

36.  Mita  Copystar  America 

37.  NEC  Home  Electronics 


38.  Navistar 

39.  OKILASER400 

40.  Romac  &  Associates 

41.  Samsonite 

42.  Sears  Business  Centers 

43.  Singapore  Telecom 

44.  TNTMailfast 

45.  TNTSkypak 

46.  3M  Data  Storage  Products 
Division 

47.  Universal  Data  Systems 
(UDS) 

48.  Varco-Pruden  Metal 
Buildings 

49.  Yellow  Freight  Systems, 
Inc. 

AREA  DEVELOPMENT 

50.  Henrico  County  Industrial 
Development 

51.  Iowa  Department  of 
Economic  Development 

52.  State  of  Delaware 
Department  of  Economic 
Development 

53.  State  of  North  Carolina 
Department  of  Commerce 

54.  Virginia  Port  Authority 
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loomy  talk  shadows  even  the  most  robust  phases  of  a  business 
cycle.  So  as  the  current  U.  S.  economic  expansion  huffs  and  puffs 
toward  its  eighth  anniversary,  Wall  Street  s  angst  index  has  naturally  hit  the 
stratosphere.  There  are  reasons:  Corporate  earnings  swoon.  The  s&L  mess  gets 

more  expensive  by  the  moment.  Junk  bonds  re- 
main in  deep  distress.  And  the  Street  itself  reels 
from  recurrent  dizzy  spells. 


Then  there's  an  unsettling  sense  that  Ameri- 
ca's hold  over  its  own  economic  destiny  is  slip- 
ping. The  rout  at  the  Tokyo  Stock  Exchange  last 
month  pushed  the  U.  S.  dollar  up  against  the 
yen — an  unwelcome  development  that  means 
cheaper  Japanese  imports  and  could  worsen  the 
trade  deficit.  So,  too,  the  oceanic  shift  toward 
democracy  within  Eastern  Europe,  though  very 
welcome,  may  mark  a  sea  change  in  capital 
flows  toward  a  New  Europe,  which  poses  formi- 
dable challenges  to  an  Uncle  Sam  up  to  his  chin 
whiskers  in  debt. 

So  how  are  these  powerful  forces  refracting 
across  the  U.  S.  corporate  landscape?  Which 
companies  are  on  the  rise?  And  which  seem  to 
be  sputtering  into  oblivion?  Placing  a  price 
tag  on  America  Inc.  is  sometimes  a  tricky 
business.  After  all,  a  company's  fortunes 
can  shift  at  light  speed  as  competitive  condi- 
tions change.  Yet  the  most  straightforward 
appraisal  of  a  company's  present  value 
and  future  remains  the  marketplace. 

Take  a  spin  through  the  annual       j  I   I   I   I  I 

BUSINESS  WEEK  roster  of  the   '  ■    ■    ■    ■  ■ 

1,000  most  valuable  public  com- 
panies that  starts  on  page 
156.  Here  you'll  find  Ameri 
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ca's  mightiest  corporations  listed  in  descending 
order  according  to  their  market  value,  which 
BUSINESS  WEEK  considers  the  arbiter  that 
cuts  through  the  welter  of  financial  statistics. 

Taken  together,  the  BUSINESS  WEEK  1000 
rang  up  sales  of  $3.59  trillion,  up  a  sturdy  10% 
over  the  prior  year.  Yet  from  Wall  Street  to 
Motown  to  Silicon  Valley,  earnings  took  a 
splashy  swan  dive,  off  4%  to  $187  billion  during 
the  same  period.  While  a  recession  still  remains 
a  distant  prospect,  corporate  profits  aren't  likely 
to  rebound  quickly,  what  with  sluggish  econom- 
ic growth,  a  recent  spike  in  labor  costs,  and 
considerable  debt-service  demands  expected  in 
the  months  ahead. 

Even  so,  the  BUSINESS  WEEK  group  per- 
formed buoyantly  last  year,  reflecting  continu- 
ing recovery  from  the  dismal  level  of  the 
crash  year  of  1987.  Overall,  the  group's  mar- 
ket value  improved  a  smart  15%,  to  $2.7 
trillion.  That  performance  lagged  a  bit  be- 
hind the  16.8%^^  gain  turned  in  by  the  Stan- 
dard &  Poor's  500-stock  index,  the  tradition- 
al bench  mark  of  the  larger  capitalized 
stocks.  But  it  looks  smashing  when 
compared  with  smaller  capitalized 
stocks.  The  Russell  2,000  index 
managed  only  a  4.8%-  gain. 
This  year,  there's  little  re- 
huffling  among  the  big 
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^0  cheeses  at  the  very  top  of  the  hst. 

^  Huwever,  IBM's  grasp  on  the  No.  1  slot  is 
as  thin  as  a  silicon  wafer.  Big  Blue  shed 
(i  '.  or  nearly  84  billion,  in  market  value  in 
a  dismal  year  that  saw  profits  fall  Z'Z'f. 
With  its  core  mainframe  business  slowing, 
IBM  has  yet  to  prove  it  can  become  a  nimble- 
footed  competitor  in  the  higher-growth,  smaller- 
computer  segments  such  as  workstations  for  engi- 
neering (page  126). 

In  fact.  No.  2  Exxon  might  have  overtaken  IBM  had  it  not 
been  for  its  legal  woes  following  the  Valdez  tanker  spill.  The 
cleanup  tab  for  that  mess  has  already  hit  S2  billion — and  likely 
will  go  even  higher  after  factoring  in  future  fines  and  legal 
expenses  (page  104).  General  Electric,  American  Telephone  & 
Telegraph,  and  Philip  Morris  once  again  fill  out  the  top  five. 

Scan  a  little  farther  down  the  roster,  though,  and  there's 
greater  mobility,  both  up  and  down.  Bristol-Myers'  S12.5  bil- 
lion acquisition  of  Squibb  has  rocketed  it  up  22  notches  to 
Nr.      !•:-■'■  •  ':  ^  I'iw  archrival  Merck,  the  world's  largest  drug 


company.  The  deal  gives  the  new  company  the  research  and 
marketing  firepower  needed  to  take  on  mighty  Merck  and  also 
to  develop  its  array  of  anticancer  and  cardiac  drugs. 

In  another  celebrated  merger.  Time  and  Warner  Communi- 
cations tied  the  knot  to  the  tune  of  812.6  billion.  Investors 
haven't  exactly  been  wowed  by  this  new  entertainment-and- 
cable  colossus.  The  combined  85.5  billion  market  value  of  the 
new  Time  Warner  (No.  109)  is  actually  lower  than  the  capital- 
ization of  either  individual  company  before  the  merger.  Why? 
Investors  are  spooked  by  Time  Warner's  heavy  debt  load  and 
the  looming  specter  of  re-regulation  in  cable  (page  132). 

Of  course,  the  biggest  deal  of  them  all  closed  early  in  1989: 
the  824.7  billion  leveraged  buyout  at  RJR  Nabisco.  Last  year, 
RJR  ranked  No.  12  and  boasted  a  market  value  of  819.3  billion. 
Dozens  of  other  companies — including  such  familiar  names  as 
Columbia  Pictures,  papermaker  Jefferson  Smurfit,  and  NWA, 
owner  of  Northwest  Airlines  (page  150) — vanished  from  this 
year's  list  as  a  result  of  mergers  or  LBOs. 

Apart  from  wheeling  and  dealing,  other  themes  emerge. 
Take  those  cleanup  artists  in  the  pollution-control  industry' 


THE  TOP  15 
IN  SALES 


COMPANY 

1989  SALES 
(BIUIONS  OF 
DOUARSI 

PtRfENT  i 

CHANGE  ; 

FROM  1988 

1 

GENERAL  MOTORS 

S126.9 

3%  ! 

2 

FORD  MOTOR 

96.1 

4  j 

3 

EXXON 

88.1 

9  i 

4 

IBM 

62.7 

5  [ 

5 

MOBIL 

56.7 

4 

6 

GENERAL  ELECTRIC 

53.9 

9 

7 

SEARS,  ROEBUCK 

53.8 

7 

8 

PHILIP  MORRIS 

44.8 

41  1 

9 

CITICORP 

38.0 

17  1 

10 

SALOMON 

36.6 

66  1 

11 

AT&T 

36.1 

3 

12 

DU  PONT 

35.5 

10 

13 

CHRYSLER 

34.9 

2 

14 

TEXACO 

32.4 

-3  1 

'5 

K  MART 

29.9 

8  1 
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'roup,  whose  market  value  catapulted  46% 
ast  year.  Dealing  with  America's  garbage  » 
jlut  and  toxic-waste  woes  clearly  will  be  a  '^P^ 
lational  priority  in  the  1990s.  And  investors 
lave  flocked  to  such  garbage-handling  out- 
'its  as  Waste  Management  and  Chambers 
Development,  driving  up  their  market  values 
I  stunning  61%  and  80%,  respectively. 

The  telecommunications  sector  is  all  the  rage.  Earnings 
;oomed  45%  last  year.  Despite  severe  price  competition  in  the 
ong-distance  telephone  market,  investors  continue  to  like 
vhat  they  see  at  AT&T.  Its  money-losing  computer  business  is 
)n  the  mend,  and  the  company  eliminated  more  than  25,000 
obs  m  a  cost-cutting  campaign  last  year.  These  developments 
lelped  push  AT&T's  market  value  up  $10.6  billion — 31%-.  That 
jain,  however,  is  not  as  dramatic  as  it  sounds:  General  Elec- 
ric,  a  notch  higher  on  the  list,  gained  437o  in  market  value. 

Meanwhile,  the  Street  still  gets  all  hot  over  those  alluring 
lellular-telephone  stocks.  Most  of  them  are  still  losing  dough, 
IS  they  rush  to  expand  their  subseriber  l)asf.  Yet  they  domi- 


I  j  nate  the  BUSINESS  WEEK  Little  Giants  list 

(page  22)  of  companies  with  sales  of  less 
than  $100  million.  Money-losing  Associat- 
ed Communications  (No.  739),  for  instance, 
leapfrogged  208  places.  Investors  have 
placed  their  bets  on  profitable  days  ahead. 

Also,  consider  the  speedy  turn  of  events 
inside  the  fuel  industry.  In  1988,  the 
group's  profits  skyrocketed  128%,  while  the  market  largely 
shrugged:  Composite  market  value  rose  a  paltry  7%-.  But  now 
that  America's  dependence  on  foreign  oil  has  risen  to  a  dis- 
turbing 54%'  while  domestic  production  is  at  a  25-year  low, 
these  energy  stocks  suddenly  are  on  fire.  The  fuel  group  shot 
up  20%  in  market  value,  despite  turning  in  a  97o  drop  in 
earnings.  Investors  bid  up  the  shares  of  Amoco,  Chevron, 
Mobil,  and  Atlantic  Richfield  last  year. 

At  the  other  end  of  the  spectrum,  some  sectors  of  the 
economy  really  took  a  bath  in  1989.  As  a  group,  computer  and 
peripherals  makers  recorded  a  39%'  earnings  tumble,  and  their 
collective  market  value  dropped  3%.  And  ^  


THE  TOP  15 
IN  PROFITS 


COMPANY 


1969  PROFITS  PERCENT 
(BILLIONS  Of  CHANGE 
DOLLARS)       FROM  1988 


1  GENERAL  MOTORS 

2  GENERAL  ELECTRIC 

3  FORD  MOTOR 

4  IBM 

5  EXXON 


6  PHILIP  MORRIS 

7  AIST 

8  DOW  CHEMICAL 

9  DU  PONT 
10  TEXACO 


11  ATLANTIC  RICHFIELD 

12  MOBIL 

13  BELLSOUTH 

14  AMOCO 
tS  MERCK 


THE  TOP  15 
IN  ASSETS 


COMPANY 

1989  ASSETS 
(BILLIONS  OF 
DOLLARS) 

PERCENT 
CHANGE 
FROM  1988 

1 

CITICORP 

$230.6 

9% 

2 

GENERAL  MOTORS 

173.3 

6 

3 

FORD  MOTOR 

160.9 

12 

4 

AMERICAN  EXPRESS 

140.2 

0 

5 

GENERAL  ELECTRIC 

128.3 

16 

6 

FEDERAL  NATL.  MORTGAGE 

124.3 

11 

7 

SALOMON 

1 17.0 

48 

8 

CHASE  MANHATTAN 

107.4 

10 

9 

BANKAMERICA 

98.8 

4 

10 

J.  P  MORGAN 

89.0 

-4 

11 

AETNA 

87.1 

7 

12 

SEARS,  ROEBUCK 

87.0 

12 

13 

SECURITY  PACIFIC 

83.9 

8 

14 

EXXON 

83.2 

12 

15 

IBM 

77.7 

6 

17 
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Concorde  jetliners  and  chil- 
dren's dirt  bikes  would  be  in 
for  rough  landings  were  it  not  for 
Akzo's  Crystex  insoluble  sulfur 

Crystex '  additives  make  high 
performance  radial  tires  pos- 


sible and  toughen  rubber  so  it 
can  bounce  back  into  shape  again 
and  again. 

As  a  matter  of  fact,  without 
our  products  the  tires  on  a 
Concorde's  landing  gear  would 


need  replacement  after  every 
touch  -  down.  Invisible  on  the 
finished  product  but  essential 
to  its  performance  -  as  are  the 
industrial  fibers  from  Akzo  that 
toughen  the  same  tires  -  Crystex 


products  are  just  a  cla!  w.  jq  „ 
ample  of  one  of  Akzo's  1^,^^^^ 
activities:  turning  commits,^^| 
into  specialties.  (o^ 

Akzo's  specialty  chi  kesj^g. 
are  also  an  unseen  yet  e:  i;-,,  ^ 


It  in  modern  papers,  nearly  all  of  these  applications  50  countries,  active  in  chemicals, 

ergents,  fabric  soften-  In  close  cooperation  with  our  fibers,  coatings  and  health  care, 

s,  medicines,  synthetic  clients.  Many  are  based  on  the  For  further  information 

mputer  chips,  insecti-  more  than  20,000  patents  award-  please  write  to  Akzo  America  Inc., 

esives  and  hundreds  of  ed  to  our  researchers.  Corp.  Comm.  Dept.,  Ill  West  40th 

ms.  We've  developed  Akzo.  We're  70,000  people  in  Street,  New  York,  N.Y.  10018. 


AKZO 


1  11  ^   u  I. 


4 


HOW  INDUSTRIES  FARED 
IN  MARKET  VALUE 


THE  10  BIGGEST  GAINS  1 

INDUSTRY 

BILLIONS       PERCENT  1 
OF           CHANGE  1 
DOLLARS     FROM  1989  1 

ENGINEERING  SERVICES 

$8.9 

53%  1 

COMPUTER  SOFTWARE 

32.9 

48  1 

POLLUTION  CONTROL 

28.1 

46  1 

PETROLEUM  SERVICES 

31.7 

41  1 

PERSONAL  CARE 

43.8 

37  1 

ELECTRICAL  PRODUCTS 

30.2 

32  1 

TEXTILES 

2.0 

31  1 

MISC.  SERVICES 

5.4 

31  1 

GAS  &  TRANSMISSION 

30.9 

30  1 

GENERAL  MANUFACTURING 

42.2 

29  1 

THE  10  DEEPEST  DROPS 


BILLIONS 

PERCENT 

INDUSTRY 

OF 

CHANGE 

DOLURS 

FROM  1989 

AUTO  PARTS  &  EQUIPMENT 

$6.9 

-23  % 

HOTEL  &  MOTEL 

8.8 

-11 

BANKS-EAST 

51.4 

-9 

INSTRUMENTS 

9.4 

-6 

PUBLISHING 

54.7 

OTHER  LEISURE 

24.5 

TIRE  &  RUBBER 

4.2 

STEEL 

7.2 

\ 

COMPUTERS 

122.8 

TRUCKING  &  SHIPPING 

6.7 

DATA    STANDARD  K  POOR'S  COft 

APUSTAT  SESVICES  INC 

whilf  IBM's  fortunes  had  the  biggest  imii;u  > u,  ^he  numbers, 
it  isn't  the  only  one  floundering.  The  promised  turnaround  at 
Wang  Laboratories,  a  maker  of  minicomputers,  never 
panned  out  last  year — and  the  market  wasn't  very  forgiving. 
Wang  slid  181  slots  to  No.  563  in  the  market-value  ranking. 

Digital  Equipment  (No.  47)  also  hit  a  tough  stretch.  This 
year,  the  minicomputer  maker  is  experiencing  its  first  big 
earnings  downturn  since  1983.  Curiously,  semiconductor  com- 
panies managed  to  fare  well  on  Wall  Street  despite  a  miser- 
able earnings  year.  While  earnings  dropped  a  stinging  30%, 
investors  drove  up  the  chipmakers'  market  value  23%.  For 
instance,  Intel's  value  rose  76%  last  year,  moving  it  up  58 
positions  to  No.  65  on  the  list. 

The  airlines  fared  somewhat  less  well,  although  market 


value  swelled  9%  de- 
spite a  48%  crash  in 
earnings.  UAL  kept  the 
group  aloft,  as  its  off-again,  on- 
again  buyout  prospects  kept  Street  specula- 
tors interested  (page  98). 

Things  aren't  much  better  in  Detroit.  The  car 
and  truck  group  suffered  a  23%  skid  in  earnings,  while 
its  market  value  remained  flat.  Japanese  auto  makers  contin- 
ue to  grab  market  share  in  the  U.  S.  And  despite  the  argu- 
ments of  Lee  lacocca,  Japanese  autos  still  hold  a  consider- 
able quality  edge.  In  fact,  Chrysler  took  a  pounding  on  Wall 
Street,  as  its  market  value  sank  29%>. 

Even  high-flying  Ford  Motor  sputtered.  Investors  spurned 
the  stock,  and  the  second-ranking  auto  maker  dropped  out  of 
the  top  10  to  No.  16  (page  115).  Ironically,  despite  the  scorn 
heaped  on  General  Motors  and  its  embattled  chairman,  Rog- 
er Smith,  its  market  value  rose  \T/<-  (page  114). 


MARKET  VALUE  RANK  HAS 
ITS  UPS  AND  DOWNS 

Of  course,  many  of  the  most  dramatic  moves  in  market 
value  rank  take  place  well  below  the  top  of  the  list.  And  some  \ 
of  them  are  dramatic  indeed.  Consider  Costco  Wholesale,  a  \ 
little-known  chain  of  retailing  clubs  that  advanced  an  eye- 
popping  376  slots — the  biggest  single  bound  on  the  list  last 
year.  Costco,  whose  headquarters  are  in  Kirkland,  Wash.,  runs 
a  chain  of  63  no-frills  warehouses,  peddling  name-brand  mer- 
chandise at  cut-rate  prices  to  its  members.  In  1990,  earnings 
are  expected  to  double,  to  $50  million,  on  a  33%  jump  in  sales 
to  about  $4  billion.  That  growth  has  sent  Costco's  stock  surg- 
ing, and  its  market  value  soared  155%  to  $1.17  billion. 

Who  took  some  of  the  biggest  tumbles?  One  of  the  steepest 
was  Lands'  End,  the  mail-order  purveyor  of  preppy  threads 
and  soft  canvas  luggage.  Since  its  founding  in  1963  by  Chica- 
go ad  man  Gary  C.  Comer,  Lands'  End  developed  a  cult 
following  for  its  rugby  shirts,  khaki  pants,  and  penny  loafers. 
Yet  its  apparel  lines  appear  to  have  grown  a  bit  tired,  and 
catalog  costs  are  soaring.  Earnings  nosedived  last  year,  and  so 
did  Lands'  End's  market  value,  off  43% — down  271  places. 

No  doubt  about  it:  The  marketplace  can  sometimes  deliver  a 
stinging  blow  to  corporate  egos.  It's  not  always  pretty.  But 
the  market,  in  its  own  brutish  way,  quickly  gets  to  the  nub  of 
corporate  performance.  Now,  let  the  scorekeeping  continue. 

By  Brian  Bremrier  in  New  York,  with  Maria  Skao  in  San 
Francisco  and  bureau  reports 
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^Bf     You  never  know  where  a  good  idea  will 
^come  from.  When  Ted's  Birds  was  looking  for 

ideas  to  improve  efficiency,  the  answer  came 

in  the  form  of  a  Yellow  truck  carrying  exactly 

one  week's  worth  of  birdseed. 

Since  Yellow  began  delivering  seed 

to  Ted's  Birds  on  a  just-in-time  basis,  none  of 


jusrinrinE  


Ted's  birds  have  gone  hungry.  And  Ted  has  cut 
his  inventory  costs  by  12%. 

Yellow's  reliable  service  allows  customers 
like  Ted  to  control  their  inventory  and  cut 
their  costs.  We  can  help  you,  too.  To  learn 
more,  call  one  of  our  640  offices.  There's  one 
near  you. 
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The  Little  Giants 


hey' re  dream  stocks — supersonic  fliers  that  can  take  investors  on  the  sweetest  of  joyrides. 
Consider  this:  The  fortunate  soul  wlio  snapped  up  100  shares  of  McDonald  s  when  it  went 
public  back  in  at  $22.50  a  pop  now  sits  atop  a  stunning  $640,000  gain.  Countless  "growth 
stocks'"  never  deliver,  of  course.  Yet  the  allure  of  that  rare  slam-dunk  investment  alwavs  beckons.  x\nd 


the  quest  for  tomorrow's  stars  is  what  makes  BUSINESS 
week's  Little  Giants  roster  so  intriguing. 

This  year's  group  of  25  may  be  short  on  clout.  They  are 
companies  with  sales  of  less  than  $100  million.  Yet  investors 
see  explosive  growth  in  the  offing,  and  they've  driven  market 
values  into  the  lofty  ranks  of  the  BUSINESS  WEEK  1000. 
Take  those  upstart  cellular-phone  companies  that  once  again 
dominate  this  year's  list.  Wall  Street  continues  to  go  bananas 
over  this  go-go  $3.5  billion  industry.  Small  wonder.  At  its 
present  509'  annual  growth  clip,  cellular  outfits  should  ring  up 
revenues  of  $17  billion  or  so  by  1995. 

Contel  Cellular  (No.  291  in  the  BUSINESS  WEEK  1000  list) 
takes  top  honors  for  the  second  straight  year,  though  it  will 
soon  outgrow  this  list.  Its  parent.  Contel  Corp.,  which  spun  off 
10'  '  of  its  charge  to  the  public  in  1988,  has  just  completed  a 
$1.3  billion  deal  to  acquire  McCaw  Cellular  Communications' 
cellular  operations  in  13  cities  across  Alabama, 
Kentucky,  and  Tennessee.  The  deal  doubles  Con- 
tel Cellular's  revenues  overnight.  Last  year,  its 
earnings  improved  28''',  to  $2.6  million,  on  reve- 
nues of  $65.5  million,  up  58'''.  Contel  Cellular  also 
rewarded  shareholders  in  May  with  a  stock  split. 

Some  of  Contel's  brethren  aren't  so  lucky. 
Nonetheless,  investors,  like  lovesick  teens,  remain 
starry-eyed.  Chicago's  U.  S.  Cellular  (No.  608),  for 
instance,  doubled  its  subscriber  base  last  year,  an 
expensive  expansion:  U.  S.  Cellular  has  lost  mon- 
ey four  years  running. 

Associated  Communications  (No.  739)  is  also 
building  fast — if  unprofitably.  It  is  expected  to 
post  an  $8.1  million  loss  for  1989.  Still,  it  has 
interests  in  some  snazzy  markets,  such  as  San 
Francisco  and  Pittsburgh.  It  recently  won  approv- 
al to  build  a  system  along  the  Yucatan  Peninsula,  a  popular 
resort  area.  Another  plus:  Associated  holds  a  6' '  stake  in  Tele- 
Communications  Inc.  worth  roughly  $230  million. 

Also  enjoying  a  nice  tailwind  from  the  telecommunications 
craze  is  Graphic  Scanning  Corp.  (No.  989).  A  hot  newcomer  to 


the  list,  Graphic  runs  one  of  the  nation's  largest  radio  paging 
businesses  and  also  has  interests  in  two  cellular  systems.  Its 
core  paging  business  boasts  roughly  300,000  subscribers,  up 
18'v  from  1988,  in  26  markets.  An  expensive  restructuring  cost 
Graphic  dearly  last  year,  resulting  in  a  cool  $46.3  million  loss. 

A  few  real  estate  investment  trusts  continue  to  m.ake  inves- 
tors swoon.  New  Plan  Realty  Trust  (No.  735)  returns  to  the 
list  again,  its  third  appearance.  Its  strategy  is  simple  enough: 
snatch  up  a  neglected  strip  shopping  center  with  a  recession- 
proof  anchor  tenant  such  as  a  supermarket,  spruce  it  up,  then 
raise  the  rent.  New  Plan's  portfolio  of  61  properties,  mostly  in 
the  Northeast,  are  real  cash-spinners.  And  the  trust  has  about 
$165  million  in  cash  and  marketable  securities.  Wein- 
garten  Realty  (No.  884)  has  weathered  a  wicked  real 
estate  bust  with  similar  emphasis  on  strip  malls. 


l.WESTORS  STILL  GO  GA-GA 
OVER  BIOTECH 


I 


s 
i 
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One  of  the  more  fascinating  real  estate  plays 
around  is  at  Tejon  Ranch  Co.  It  owns  quite  a 
spread,  270,000  acres  in  all,  just  60  miles  north  of 
Los  Angeles.  While  it's  the  smallest  giant  on  the 
list  with  only  $17.3  million  in  sales,  it  ranks  I 
No.  781  in  market  value  at  $525  million.  What ' 
gives?  For  years,  Tejon  has  lived  quietly  off  the 
fat  of  the  land.  Its  livestock,  grapes,  pistachios, 
and  minerals  earned  $2.4  million  last  year.  The 
real  stor>',  though,  is  in  the  turf.  With  the  break- 
neck growth  of  northern  Los  Angeles  County,  i^.-^ 
Tejon  has  drawn  torrid  development  interest,  par-  p;-  r^ajjj 
ticularly  along  the  stretch  of  interstate  highway  i, 
that  skirts  the  ranch's  western  edge. 
Apart  from  real  estate,  investors  still  go  ga-ga  over  biotech 
and  drug  concerns.  Cetus  Corp.  (No.  844)  and  Chiron  (No.  841), 
both  in  EmerA'ville,  Calif.,  return  to  the  list,  despite  losing 
$55.8  million  and  $19.3  million,  respectively.  Cetus  still  awaits 
federal  approval  for  its  Interleukin-2  anticancer  agent,  a 
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LARGER  THAN  LIFE 

Companies  with  high  market  value  &  1989  sales  below  $100  million 

MILLIONS  OF  OOLURS 


COMPANY 

MARKET 
VALUE 

SALES 

SALES 

(ONTEL  CELLULAR 

$2148 

$66 

Telecommunications 

CELLULAR  COMMUNICATIONS 

1364 

76 

Telecommunications 

ALZA 

1242 

82 

Drugs  &  research 

U.  S.  CELLULAR 

794 

40 

Telecommunications 

MYLAN  LABORATORIES 

774 

90 

Drugs  &  research 

MAGMA  POWER 

755 

63 

Utilities 

FREEPORT  McMORAN  GOLD 

699 

88 

Nonferrous  metals 

VANGUARD  CELLULAR  SYSTEMS 

620 

47 

Telecommunications 

NEW  PLAN  REALTY  TRUST 

597 

51 

Real  estate 

ASSOCIATED  COMMUNICATIONS 

591 

24 

Telecommunications 

GENETICS  INSTITUTE 

538 

44 

Drugs  &  research 

TOTAL  SYSTEM  SERVICES 

528 

66 

Computer  software 

TEJON  RANCH 

525 

17 

Food  processing 

CHIRON 

463 

35 

Drugs  &  research 

CETUS 

462 

20 

Drugs  &  research 

WEINGARTEN  REALTY  INVESTORS 

427 

66 

Real  estate 

HECLA  MINING 

398 

99 

Nonferrous  metals 

CENTOCOR 

392 

72 

Drugs  &  research 

DIAGNOSTIC  PRODUCTS 

389 

60 

Drugs  &  research 

BMC  SOFTWARE 

384 

82 

Computer  software 

SAN  JUAN  BASIN  ROYALTY  TRUST 

361 

9 

Oil  &  gas 

AMERICAN  SOFTWARE 

348 

86 

Computer  software 

SCIMED  LIFE  SYSTEMS 

346 

56 

Medical  products 

FEDERAL  REALTY  INVESTMENT  TRUST 

341 

83 

Real  estate 

GRAPHIC  SCANNING 

340 

93 

Telecommunications 

DATA    STANDARD  &  POOR  S  COMPUSTAT 

SERVICES 

INC. 

tential  $200  million  market.  Chiron,  meanvvlnle,  is  wurl^iiiy 
isely  with  Swiss  drug  giant  Ciba-Geigy  to  develop  vaccines 
treat  AIDS,  hepatitis,  herpes,  and  malaria. 
Things  aren't  so  swell  at  Genetics  Institute  (No.  773),  howev- 
It  has  been  locked  in  a  nasty  patent  brawl  with  rival 
ngen  over  the  right  to  market  erythropoietin,  an  antianemia 
ag.  Genetics  also  is  developing  a  promising  agent  that  fights 
)od  clots  and  is  collaborating  on  AIDS  research. 
Among  the  hotshots  joining  this  year's  list,  Diagnostic  Prod- 
ts  (No.  915)  is  a  real  standout.  It's  the  top  maker  of  sophisti- 
ted  diagnostic  test  kits  for  pregnancy,  diabetes,  infectious 
ieases,  and,  more  recently,  drug  abuse.  Diagnostic  also 
asts  an  extensive  book  of  business  in  92  countries  overseas. 
,st  year,  foreign  sales  represented  more  than  60%  of  Diag- 


nostic's $60  million  in  sales.  Earnings  were  up  a  tidy  22'',  to 
$15.2  million. 

Another  phenom  is  BMC  Software  Inc.  (No.  925),  a  software 
designer  for  mainframe  computers.  Tucked  away  in  Sugar 
Land,  Tex.,  BMC  has  developed  41-odd  software  products  that 
let  mainframes  communicate  more  quickly  and  pack  more  data 
onto  disks.  Since  going  public  18  months  ago,  BMC  shares 
have  more  than  tripled  to  around  30. 

BMC  figures  it  can  pump  out  six  new  products  a  year  and 
grow  at  a  35%  annual  clip. 

Will  BMC  be  a  superstar  five  years  from  now?  The  market 
surely  thinks  so.  And  as  long  as  investors  see  visions  of 
greenbacks,  count  on  these  Little  Giants  to  be  pumped  up. 

By  Brian  Bremner  in  New  York,  with  bureau  reporti; 
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Some  companies  have  finally 
introduced  their  first  laser  printer 

J 


I 


The  breakthrough  HP 
LaserJet  III  printer  is  here. 

And  with  it  comes  print  quality 
like  you've  never  seen  before. 
With  it  come  documents  that 
sparkle. 

Now  everything  you  print  can 
be  more  professional.  More  per- 
suasive. The  improvements  are 
made  possible  by  HP's  exclusive 


Resolution  Enhancement  tech- 
nology. The  result  is  clearer 
resolution.  Smoother  edges.  And 
curves  that  really  curve. 

But  the  breakthrough  in  resolu- 
tion isn't  the  only  news.  With  the 
LaserJet  III  printer,  you  get  more 
fonts.  In  more  sizes.  And  you 
get  it  all  for  a  list  price  of  just 
$2,395.*  Considerably  less  than 


Hewlett-Packard  introduces  the 
third  generation  LaserJet. 


the  LaserJet  Series  II  it  replaces.    And  complete  compatibility 

with  all  popular  PCs  and  soft- 


Of  course,  you'll  still  have  the 
eiglit  pages  per  minute  speed. 


ware.  Including  WordPerfect  5.1 
and  WordStar*  6.0. 

The  HP  LaserJet  III  is  the  latest 
addition  to  HP's  family  of  laser 
printers.  Including  the  afford- 
able, personal  HP  LaserJet  IIP 
printer  For  more  information 
on  the  HP  LaserJet  printer  line 


and  the  name  of  your  nearest 
authorized  HP  dealer  call 
1-800-752-0900,  Ext.  1006. 

Now  you  can  get  a  better  look 
for  an  even  better  price. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


'Suggested  U.S.  list  price.  WordStar  is  a  U.S.  registered  trademark  of  WordStar  International  Incorporated.  ©  199(1  Hewlett-Packard  Company  PE12(K)2 


Pepsico: 

Why  A  Top 
Consumer  Marketer 
Moved  Up  In  Rank 


orget  what  Pepsi  said  about  the  1960s — the  '90s 
may  really  be  the  Pepsi  generation.  PepsiCo  Inc. 
has  emerged  as  a  true  financial  superstar.  Last 
year.  Pepsi's  profits  grew  to  S901  million, 
while  sales  advanced  17' ^  to  Slo  billion.  And  since  1985,  in- 
come from  continuing  operations  has  grown  2&7'  a  year,  com- 
pounded. Such  performance  makes  investors  take  notice: 
Pepsi's  market  value  jumped  41'^f  last  year  to  S15.9  billion, 
pushing  it  10  places  on  the  BUSINESS  WEEK  1000,  to  No.  29. 

It's  hard  to  imagine  a  company  with  more  things  going  for 
it.  Pepsi  is  a  dominant  player  in  three  dynamic  industries:  soft 
drinks,  snack  foods,  and  restaurants.  It  controls  world- 
renowned  brands,  maintains  strong  cash-flow,  and  operates 
superior  distribution  systems.  And  it  has  a  cadre  of  talented 
managers  who  believe  in  what  Chairman  D.  Wayne  Calloway 
calls  "the  constant  process  of  self-renewal."  These  guys  don't 
know  the  meaning  of  the  word  complacency.  They  may  fail,  as 
they  did  when  they  tried  to  crack  the  cookie  business,  but  they 
thrive  on  taking  risks. 

Can  Pepsi  keep  wowing  Wall  Street?  The  prospects  look 
bright.  Analysts  are  forecasting  at  least  lo7(  annual  earnings 
growth  over  the  next  five  years.  International  operations 
promise  to  play  a  larger  role,  and  their  contribution  to  earn- 
ings should  double  by  mid-decade  to  more  than  30''.  On  the 
domestic  front,  expect  further  improvements  in  soft-drink 
margins  when  NutraSweet's  sweetener  patent  expires  in  1992, 
cutting  costs.  And  watch  for  more  new  products,  such  as  low- 
cal  pizza.  How  does  Pepsi  do  it?  The  pictures  tell  the  story. 

TEXT  BY  AMY  DUNKIN 
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<<^<<TOP  GUN 

CEO  Calloway,  though  low-key  in 
style,  is  known  around  Pepsi  's 
Purchase  (N.  Y.)  headquarters 
for  his  fierce  competitiveness 
and  nei  er-say-die  spirit.  His 
favorite  quote:  "If  it  ain  t 
broke,  you  still  had  better  fi.x 
it — or  your  competitors  will  fi.x 
it  tomorrow.  "  The  former  Wake 
Forest  University  basketball 
player  joined  Pepsi  2j  years  ago 
and  became  chairman  in  l'J86. 
Since  then,  he  has  spent  S8 
billion  on  acquisitions  and  still 
posted  enviable  profits  growth 

PHOTO:  REUVEN  KOPITCHINSKI 


▼  ▼▼  POP  PLANT 

Rather  than  branch  out  into  a 
fourth  line  of  business. 
Calloway  is  fortifying  Pepsi  's 
e.xisting  operations.  Free  cash 
flow  of  more  than  $700  million 
gives  him  plenty  of  resources. 
The  SI. 8  billion  thai  Pepsi  spent 
last  year  to  buy  Ceneral  Cinema 
Corp.  s  ['.  S.  plants  gave  it 
ownership  of  nearly  half  its 
bottling  network— and  tighter 
control  of  marketing  and  costs 

PHOTO:  BILL  WAX 
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►  ►►CARNIVAL 

A  three-story  [linala  is  not  your 
typical  promotional  gimmick. 
But  it  sure  caught  the  attention 
of  children  at  a  Hispanic 
festival  in  Miami.  Pepsi  is  using 
such  special  events  to  reach  out 
to  ethnic  markets.  It's  easy  to 
see  why:  Hispanic  customers, 
for  e.xample.  consume  one-third 
more  soft  drinks  than  the  I'.  S. 
population  as  a  whole 

PHOTO.  BRIAN  SMITH 


AAA  WATER  TAXI 

From  the  canals  of  \enice  to  the 
dirt  roads  of  China.  Pepsi  will 
do  whatever  it  takes  to  sell  its 
products  around  the  world.  In 
Europe.  Pepsi  has  been  shoring 
up  relations  with  foreign 
bottlers,  such  as  .Aequo 
Minerale  San  Benedetto  in  Italy. 
Pepsi  sees  big  opportunities  in 
Europe,  where  per-capita  soft 
drink  consumption  is  just  one- 
quarter  that  of  the  i.  S.-and 
Coke  outsells  it  more  than  2  to  I 

PHOTO  MICHELE  BEGAU 


<<<m\\  A.M. 

Corn  flakes  and  cola  for 
breakfast?  It  's  not  so  far- 
fetched. .Americans  down  4%  oj 
all  soft  drinks  in  the  morning  i 
an  alternative  to  coffee  or  tea. 
Pepsi  sees  huge  potential  there 
so  it's  testing  a  line  extension 
with  less  fizz  and  an  extra  jolt 
of  caffeine.  But  Pepsi  may  hare 
to  go  back  to  the  drawing  boar 
Early  sales  have  been  as  flat  at 
the  beverage  itself.  Pepsi-Cola 
Co.  President  Craig  £. 
Weatherup.  shown  with  wife 
Connie  and  golden  retriever 
Jay  j.  still  hopes  greater  "pre- 
lunch  '  swigging  will  boost 
Pepsi  s  I  .  5.  sales,  which  grew 
26%  in  1989  to  $4.6  billion 

PHOTO:  ROB  KINMONTH 
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►  ►►CHIP  CHAP 

Snacks  contribute  the  fattest 
share  of  Pepsi  's  profits.  Since 
taking  the  helm  of  PepsiCo 
Worldwide  Foods  in  1987. 
Michael  H.  Jordan  has  led  the 
$4.2  billion  snack  division  to 
record  results.  Last  year,  he 
reorganized  U.  S.  arm  Fri to-lay 
into  four  regions  to  respond 
more  quickly  to  competition 
from  local  rivals 

PHOTO:  ROB  KINMONTH 


▼  ▼▼  POTATO  SWIRL 

The  $1.3  billion  acquisition  last 
year  of  two  British-based  snack 
companies— Smiths  Crisps  and 
Walkers  Crisps — made  PepsiCo 
the  world's  largest  snack-food 
company.  Now,  Pepsi  plans  to 
expand  the  brands  throughout 
Europe  using  tv  commercials, 
such  as  this  one  for  Smiths' 
popular  Quavers  potato  snacks 


AAACRUNCH  PUNCH 

Want  to  know  how  many  extra 
bags  of  Doritos  sold  at  a  certain 
Piggly  Wiggly  store  the  week  of  a 
25'!  off  coupon  promotion? 
Frito-Lay  's  information- 
management  system,  which  gives 
quick  access  to  intricate  sales 
data,  helps  executives  map 
marketing  strategies.  A  key  tool 
in  gathering  the  data:  the 
handheld  computers  carried  by 
Frito-Lay 's  10.000  sales  people 

PHOTO:  MITCH  KEZAR 


^-^^SMART  FOOD 

Popcorn 's  popping  as  sales  grow 
25%  a  year.  Last  year,  Frito-Lay 
jumped  in.  buying  Smartfoods 
Inc..  which  distributes  a  brand 
flavored  with  cheddar  cheese. 
It  's  taking  the  brand  national 

PHOTO:  SETH  RESNICK 
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Substance  wim 


To  fully  appreciate  the  advantages  of  owning  a  Cadillac,  look  beneath  their  crisp, 
distinctive  lines.  You'll  discover  powerful,  Cadillac-exclusive  V8  engines  and  finely 
tuned  suspensions.  Handcrafted  leathers  and  wood.  An  impressive  array  of  safety 
features  designed  to  protect  you  and  your  family.  Sophisticated  technology. .  .not  for 
technology's  sake,  but  for  yours.  And  a  clear  commitment  to  your  total  satisfaction. 
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Energv-absorbing 
"crush  zones"  in 
the  front  and 


Fuel  tanks  on  ail 
Cadillacs  are  design^ 
tor  excellent 
protection 
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Substantially  more  power  from  an  exclusive 
new  V8. 

A  new,  more  powerful  4.5  liter  V8  with 
sequential-port  fuel  injection  on  the  Cadillac 
Fleetwood,  De  Ville,  Seville  and  Eldorado  offers 
you  even  greater  passing  power  than  last  year 


Rugged  safety  cage  made 
up  ot  strong  steel  sections 
along  the  roof  (except 
Allante),  pillars  and 
rocker  panels. 


Surround  your  family  wit! 
safety,  Cadillac  Style. 

From  a  driver's  side  Supple: 
hiflatable  Restraint  system 
bag)  on  every  front-drive  Ci 
to  standard  and  available  ar 
lock  brakes. 
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Cadillac  Style 


isticated 

lock 

iS. 

need 
ock 
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?ls,  and 
jbieonall 
■  models, 
help  minimize 
'1  lock-up,  to  better  maintain 
ing  control  during  braking  on 
ery  surfaces  or  dry  pavement. 

able  Delco/Bose  music  systems. 

?m- 
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le  in- 1 
"  size  I 
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of  each  individual  Cadillac. 
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Over  95  square  feet  of  leather. 

The  spacious  interior  ot  the  Seville  STS  is  appointed  with  over  95 
square  feet  of  ultra-soft  leather.  It  also  has  hand-finished  elm  burl 
. .  .more  wood,  in  fact,  than  many  renowned  luxury  sedans  from 
England  and  the  Continent. 


Award-winning 
new  Allante 
Traction  Control. 

Named  the  Auto- 
motive Innovation 
of  the  Year  by 
Popular  Science 
magazine.  Allante 
is  the  only  luxury 
car  sold  in  America 
with  advanced 
Traction  Control  standard. 


THE   ONLY  WAY  TO  TRAVEL  IS 


Every  Cadillac  is  backed  by  24-hour  Cadillac  Roadside 
Service."  And  covered  by  a  4-year/50,000-mile  Gold 
Key  Bumper  to  Bumper  Warranty  except  Allante,' 
which  is  covered  for  7  years/100,()00  milesf 

*St.'i'  \  our  Cidillac  dealer  tor  terms  of  these  limited  v\virranties. 


Call  1-800-333-4CAD  for  product 
information  and  the  location  of 
your  nearest  Cadillac  dealer. 

CADILLAC  STYLE'" 


^-<^TASTE  TEST 

Sa/es  tit  Pepsi's  restaurant 
chains  rose  19"o  last  year, 
bucking  sluggish  industry 
growth.  How?  E.xpanded 
distribution,  value  pricing,  and 
new  products.  A  consumer  panel 
samples  Pizza  Hut's  newest 
item.  Sausage  Lorer's pizza 

PHOTO:  MARK  KATZMAN 


VALUE  MENU 

After  Taco  Bell's  operating 
earnings  dipped  10%  in  1988. 
Pepsi  moved  fast,  permanently 
slashing  menu  prices  by  as  much 
as  25°o  per  item  at  the  .i.UOO- 
store  Mexican  chain.  The  price 
of  a  basic  taco  dropped  to  ^9^ 
from  79': ■  for  example.  The 
strategy  worked.  Taco  Bell's  cus 
tonier  count  grew  by  a  third  last 
year,  and  operating  profits 
bounced  j8%.  Here  customers 
order  from  the  value  menu  at  a 
unit  in  Hialeah.  Fla. 

PHOTO:  BILL  WAX 


aaaGRACE 

Could  home  delivery  be 
Kentucky  Fried  Chicken  s 
salvation.'  KFC  turned  in  the 
weakest  performance  of  Pepsi  's 
three  restaurant  divisions  last 
year,  with  operating  profits 
sliding  14"«.  The  company  got 
squeezed  on  several  fronts. 
Chicken  prices  skyrocketed.  KFC 
was  short  on  new  products,  and 
consumers  were  turning  away 
from  fried  foods.  But  change  is 
brewing  under  fohn  M.  Cranor 
III.  a  Taco  Bell  alumnus  named 
KFC  president  last  July.  KFC  is 
launching  spicy  wings 
nationally  and  introducing 
grilled  chicken.  It  's  also 
e.xperimenting  with  delivery  to 
homes,  such  as  this  one  in 
Jeffersonville.  Ind. 

PHOTO:  ROBERT  HOWER 
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i  WE  MAV  FlY  THE  WORLD'S  YOUNGEST"  . 
MOST  MODERN  FLEET  TO  57  CITIES  ACROSS 
FIVE  CONTINENTS. 


BUT  WHERE  IN  THE  WORLD 
WOULD  WE  BE  WITHOUT  HER? 


igapore  Airlines  flies  the  worlds  youngest,  most  modern  fleet  to  all  four  corners  of  the 
rth.  Enjoy  inflight  service  even  other  airlines  talk  about.  SIHGAPORE  AIRLIHES 

A  great  way  to  fly 


^he  Top 

Two  Hundred  Deals 


w 


hat  a  difference  a  year  makes,  .\fter  years  of  ionospheric  activiu".  the  mergers-and-acquisi- 
tions  business  started  to  fall  back  to  earth  in  1989.  at  least  by  comparison  with  1988.  That 
year  was  a  blockbuster— not  only  full  of  megabattles  and  megadeals  but  also  replete  with  smaller 
transactions  that  helped  push  the  total  value  of  all  transactions  to  a  record-shattering  S235  billion. 


Last  year  was  a  lot  tamer.  Stj^mied  by  troubles  in  the  junk- 
bond  market  and  by  bankers  who  grew  more  and  more  nig- 
gardly as  the  year  wore  on.  some  would-be  acquii-ei-s  just 
couldn't  finance  their  prospective  purchases.  The  same  conser- 
vative climate  is  likely  to  temper  the  takeover  game  in  1990. 

Merger  mania  hasn't — and  won't — gi-ind  to  a  halt,  though. 
Ceitainly.  corporate  raiders  have  been  defanged  by 
financing  difficulties  and  by  the  couns.  so  hostile 
deals  will  be  fewer.  Their  lack  of  actiWty  not  only 
removes  a  big  source  of  M&A.  but  also  takes 
away  their  role  as  catalysts  in  putting  companies 
in  play.  But  several  compelling  economic 
forces — consolidation,  deconglomeri- 
zation,  globalization,  and  deregula- 
tion— are  dri\ing  corporations  to 
make  strategic  deals.  M&A 
just  won't  dominate  the  busi- 
ness scene  totally,  as  it  did 
throughout  much  of  the 
1980s.  And  it  won't  be  as 
nast}'.  You  might  think 
of  M&A          r  isic; 
terms:     .  . 
pounding,  impossible- 
to-ignore  hea\y  met- 
al of  Motley  Ci-ue 
will  give  way  to  the 
less  threatening,  but 
still  potent,  strains  of  the 
New  York  Philharmonic. 

Indeed,  dealmaking  in  1989 
was  something  of  an  overture  for  the 


1990s.  Despite  financing  uncertainties,  some  3,400  deals  worth 
almost  S230  billion  were  completed  (charts,  page  35).  Led  by 
the  huge  S25  billion  leveraged  buyout  of  RJR  Nabisco,  33  deals 
topped  SI  bilHon  in  price.  That  number  was  down,  though — 
from  42  in  1988.  It's  likely  to  decline  again  this  year,  'ft'hile  no 
one  is  counting  out  multibillion-dollar  deals  entirely,  no  M&A 
expert  is  predicting  a  crescendo  in  them  either. 


A  WHOLE  CLASS  OF 
EXITED  WITH  THE 


D  E  A  L  •  M  A  K  E  R  S 
IIN'K  MARKET 


•Junk-bond  market  woes,  followed  last  Feb- 
ruan-  by  the  demise  of  junk's  ere 
ator  and  major  market  maker, 
Drexel  Bumham  Lambert  Inc., 
are  severely  crimping  mega- 
deals. Investors  are  spooked 
by  too  many  deals  that  went 
bad.  so  ver>-  few  are  bujing. 
The  lack  of  demand  has  killed 
most  dreams  of  floating  even 
solid  credits,  let  alone  "iff}'" 
ones.  As  a  result,  most 
megadeals — which  usually 
require  a  layer  of  junk  fimds 
between  equit>"  and  bank  fi- 
nancing— just  won't  fly.  And 
without  junk,  a  whole  class  of 
financial  acquirers  has  been  cut 
out  of  the  market.  "We  are  de- 
pendent on  strategic  buyers," 
savs  Joel  J.  Cohen,  co-head  of 
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•  PRICED  TRANSAOIONS;  1982  DOLURS,  ADJUSTED  FOR  CHANGE  IN  PRICE 
OF  NONRESIDENTIAL  FIXED  INVESTMENT,  FOURTH  QUARTER  EACH  YEAR 

...THOUGH  THE  AVERAGE 
DEAL  GOT  RICHER... 


'82   '83   '84   '85   '86   '87   '88  ' 
▲  MILLIONS  OF  DOLU\RS- 

•  1982  DOLIARS,  ADJUSTED  FOR  CHANGE  IN  PRICE  OF  NONRESIDENTIAL 
FIXED  INVESTMENT  FOURTH  QUARTER  EACH  YEAR 


BILLION-DOLLAR 
DEALS  DIPPED. 


I 


40 
30 
20 
10 
0 

'80  '81  '82  '83  '84  '85 
▲  NUMBER  GFTRANSAQIONS 


AND  TOTAL  DEALS 
SLUMPED  AS  WELL 


5 
4 
3 
2 
1 
0 

'80   '81    '82  '83 
▲  THOUSANDS 

DATA:  mOKS  S  KQUmimS,  MSA  DATA  BASE,  BW 


mergers  and  acquisitions  at  Donaldson  Lufkin  &  Jenrette. 

Soured  deals  are  also  acting  as  a  direct  damper  on  mergers, 
prompting  acquirers  to  pore  over  their  numbers  again  and 
again.  They  want  to  ensure  the  deals  aren't  too  expensive  and 
aren't  predicated  on  too 
rosy  projections.  And 
they're  no  longer  count- 
ing on  asset  sales  to 
make  a  deal  work. 
Meanwhile,  regula- 
tors have  pressured 
commercial  banks  into  a 
more  conservative  posture 
on  acquisition  loans. 

None  of  this  is 
necessarily  bad 
for  the  M&A 

business.  "Lots  of  corporations  are  looking  at  this  as  a  win- 
dow of  opportunity — they  had  been  outbid  by  financial  buy- 
ers," Cohen  says.  A  higher  proportion  of  deals  should,  there- 
fore, be  friendlier,  since  many  corporate  managers  are  loath  to 
launch  hostile  transactions.  If  the  pundits  are  right,  1990  will 
bring  more  deals  like  several  of  those  completed  during  1989. 
There'll  be  more  mergers  of  equals  such  as  Brnstol-Myers  and 
Squibb  (No.  2)  and  Beecham  and  SmithKline  Beckman  (No.  .3) 
as  well  as  more  solid  strategic  buys,  such  as  Exxon's  purchase 
of  Texaco's  Canadian  oil  unit  (No.  6)  and  Procter  &  Gamble's 
acquisition  of  Noxell  (No.  23). 

Many  of  1990's  deals  will  be  accomplished  by  swapping 
stock,  instead  of  paying  cash  to  shareholders.  And  many  will 
span  the  globe,  uniting  foreign  buyers  with  U.  S.  companies — 
such  as  Sony  Corp.'s  purchase  of  Columbia  Pictures  Entertain- 
ment Group  (No.  9) — and  vice  versa.  New  takeover  rules 
adopted  by  the  European  Community,  effective  next  Septem- 
ber, should  ease  American  purchases  across  the  Atlantic. 

Not  every  deal  will  be  hunky-dory,  though.  That's  because 
many  companies  want  to  expand  but  now  see  merit  in  hewing 
to  the  "focusing"  credo:  They  want  to  stick  to  the  businesses 
they  know.  If  companies  can't  seduce  their  target,  it's  now 
acceptable  to  attack.  Last  year  saw  chicken  producer  Tyson 
Foods  win  Holly  Farms  (No.  22)  after  months  of  legal  wran- 
gling, for  example.  And  this  year,  Georgia-Pacific  captured 
Great  Northern  Nekoosa,  also  after  a  long  legal  battle  and  the 
threat  of  a  proxy  fight. 

Experts  believe  deconglomerization,  the  flip  side  of  focused 
acquisitions,  will  drive  a  lot  of  M&As,  as  companies  divest  units 
outside  their  core  businesses.  "People  are  ^  
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continuing  to  prune  their  portfolios," 
says  Louis  Perlmutter,  a  partner  in 
M&A  at  Lazard  Freres.  Paramount  Com- 
munication's sale  of  a  financial  unit 
(No.  10)  and  Sears'  sale  of  its  Coldwell 
Banker  real  estate  unit  (No.  145)  are 
two  examples  from  last  year. 

DEAL  PRICES 
ARE  COMING  DOWN 

The  trouble  is,  sellers  are  used  to  high 
prices.  Their  great  expectations,  ground- 
ed in  the  exorbitant  prices  seen  in  many 
1980s'  deals,  have  chilled  the  M&A  mar- 
ket in  the  last  few  quarters.  Witness  the 
experience  of  Barron  Hilton,  who  hinted 
last  May  that  he  might  sell  the  Hilton 
Hotels  chain.  Then,  outsiders  estimated 
that  the  hotels  could  fetch  some  $6  bil- 
lion. But  by  the  time  Hilton  and  his  ad- 
visers put  the  company  up  on  the  block, 
provided  financial  data,  and  then  consid- 
ered bids,  the  whole  atmosphere  had 
changed.  In  March,  Hilton  rejected  two 
bids  of  about  $3.8  billion  and  pulled 
the  chain  off  the  market.  ^ 
The  high  hopes  of  other  W 
sellers  have  been 
dashed,  too.  * 

Those  expecta- 
tions will  have  to  be 
deflated  if  merger 
activity  is  to  make  a 
strong  recovery. 
Some  people  think 
that    time    is  ap 
preaching.  "Prices 
are  starting  to  come 
down,  and  they  will 
come  down  further  t 
cause  of  the  absence  of  competi- 
tion and  the  bad  deals,"  Cohen  says.  The 
uncertain  economic  outlook  makes  that 
doubly  likely — sellers  can't  promise  big 
revenue  boosts  if  the  economy  is  soft. 
As  evidence  that  M&A  is  back,  Cohen 


■and  others  point  to  a  recent  spate  of 
announcements:  First,  there  is  the  union 
bid  for  UAL.  It  was,  after  all,  the  spec- 
tacular failure  of  management  to  find 
financing  for  a  buyout  of  UAL  last  Octo- 
ber that  plunged  the  stock  market  into  a 
minicrash  and  cooled  the  entire  deal 
market.  That  offer  is  still  shaky.  But 
there  are  also  more  strategic  deals: 
Torchmark's  offer  to  buy  American  Gen- 
eral, BTR's  bid  for  Norton,  Reckitt  & 
Colman's  offer  for  the  household  prod 
ucts  units  of  American  Home  Products, 
and  Midwest  Energy's  agreement  to 
merge  with  Iowa  Resources,  among 
them.  "The  world  has  changed  a  lot,  and 
everyone  is  being  more  prudent  about 
leverage,"  Perlmutter  notes.  "But  the 
access  to  money  for  the  strategic  buyer 
is  there — it's  expensive,  but  it's  avail- 
able." He  sees  insurance  companies  and 
pension  funds  stepping  up  to  fill  the  gap 
left  by  the  junk  market's  troubles. 

Where  will  all  these  new  deals  arise? 
Not  in  extremely  cyclical  industries,  the 
experts  say — especially  not  in 
those  headed  for  a  down- 
turn. Look,  instead,  at  in- 
dustries that  need  con- 
solidation, such  as 
insurance  and  high 
Ul  technology.  Health^ 
care  companies  are 
also  ripe  for  combi- 
nation. As  interstate 
banking  barriers  come 
down,  bank  mergers  will 
continue  at  a  high  level.  That 
goes  for  telecommunications,  too,  as 
that  industry  continues  to  deregulate 
And  strong  companies  in  slow-growth 
industries — such  as  food  processing — 
will  make  deals  to  expand  their  range 

If  the  experts  are  right,  1990  may  not 
be  a  great  year  for  M&A,  but  it  could  be 
a  good  one. 

By  Judith  H.  Dobrzynski  in  New  York 
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Upward  Trend. 


Major  importers 
and  exporters  rely  on 
the  Cast  Blue  Box  System  to  help 
boost  productivity. 


□AST 


The  Blue  Box  System  of  Container  Shipping 


^  guiiie  lo  the  higgesl  companies,  subsidiaries,  and  divisions  that  were  merged  out.  restructured,  privalized.  or  ESOPed  during  1989- 
The  deals  are  ranied  by  announced  transaction  price.  Inclusion  in  this  list  is  determined  by  date 
transaction  u  as  completed.  .4  special  list  of  the  largest  transactions  that  were  launched  in  1989  but  not  completed 
until  the  first  quarter  of  1990.  or  that  are  still  pending,  appears  on  page  60 
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The  big  LBO  firm  beat  management's  rival  bid  for  the  biggest  takeover  deol; 
for  another  RJR  Nabisco  deal,  see  No.  38 

Tv^o  pharmaceutical  giants  ogreed  to  swap  stock.  The  new  Bristol-Myers  Squibb 
is  the  world's  second  largest  pharmaceutical  company 

A  friendly  Anglo-American  health  core  merger,  as  two  pharmaceutical  houses 
swapped  stock  to  form  SmithKline  Beecham 

After  much  wrangling,  a  British  conglomerate  bought  this  American  food 
processor  and  fast-food  operator.  For  later  divestitures,  see  Nos.  89  and  1 56 

The  chemical  company  combined  the  maker  of  licensed  ethical  drugs  with  its 
Merrell  Dow  subsidiary  to  increase  its  presence  in  phorniaceuticals 

One  Canadian  oil  unit  bought  another;  for  a  Texaco  buy,  see  No.  83 

Former  Boss  dealmoker  Al  Checchi  led  a  group,  including  KLM  and  Bankers 
Trust,  that  won  the  bidding  for  the  airline 

A  management-led  group  took  this  hospital  chain  private 

The  U.  S.  unit  of  the  giant  Japanese  electronics  maker  bought,  for  cash,  the 
movie  company  controlled  by  Coco-Cola.  For  a  related  Sony  buy,  see  No.  153 

Unloading  the  last  of  its  nonentertainment  units,  what  once  was  Gulf  &  Western 
sold  its  commercial  finance  company  to  the  auto  maker,  ending  the  Bluhdorn 
conglomerate  era;  for  other  Ford  deals,  see  Nos.  29  and  129 

One  natural  gas  pipeline  company  bought  onother,  beating  out  an  unfriendly 
bid  by  rival  pipeliner  Coastal.  For  related  deals,  see  Nos.  40  and  92 

A  health  care  and  food  products  maker  bought  the  bankrupt  maker  of  health 
care  products,  at  long  lost 

A  maker  of  power  tools  and  home  oppliances  bought  a  diversified  home- 
improvement  and  commercial  products  manufacturer 

In  a  complex  stock  swap,  the  publisher  of  The  Boston  Globe  sold  back  the 
47%  it  held  of  the  leading  cellular-phone  company's  shares 


A  contoinerboard  and  popermoker  bought  a  Canadian  paper  manufacturer 

A  group  led  by  ex-United  Technologies  CEO  Harry  Gray  and  Chicago's  Pritzker' 
family  bought  control  of  the  hospital  chain  through  a  tender  offer 

A  utility  with  peak  hours  in  the  winter  merged  into  one  that  peaks  in  the 
summer  for  a  nice,  smooth  fit 
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ALPHABETICAL  UST  OF  COMPANIES  APPEARS  ON  P*( 


OUR  CLIENT  LIST  INCLUDES 
50%  OF  THE  FORTUNE  500. 


THE  BOTTOM  LINE  IS  YOUR 
FINANCIAL  PEACE  OF  MIND. 


1. 


When  the  leaders  of  America's  most  important  companies  seek 
expertise  in  insurance  and  financial  services,  they  turn  to  the  company  that 
can  help  them  the  most.  The  Travelers. 

We  tailor  our  broad  range  of  products  and  services  to  fit  the  specific 
needs  of  our  diverse  clients. 

This  flexibility  is  backed  by  the  powder  of  our  $50+  billion  in  assets 
and  125  years  of  experience.  As  a  result,  our  clients  are  better  equipped 
to  meet  the  growing  demands  of  the  business  world.  With  contidence  and 
financial  peace  of  mind. 


The  Travelers  Companies,  Hartford,  Connecticut  06183 


Thelravelersj 

You're  better  off  under  the  Umbrella? 


ft  19S9  The  Travelers  Cof  poratiortg 
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The  snack  end  soda  giant  bought  major  Pepsi  bottling  franchises  from  Dick 
Smith's  movie-house  chain.  For  another  PepsiCo  deal,  see  No.  25 

A  group  led  by  its  Irish  parent  and  Morgan  Stanley  took  the  paper  company 
private;  for  a  related  transaction,  see  No.  74 

The  Chicago  investor  won  his  bitter  fight  for  the  textile  firm,  but  he's  been 
having  trouble  finding  the  money  to  pay  for  it 

The  Anglo-Dutch  conglomerate  added  to  its  cosmetics  holdings  by  picking  up 
Faberge  and  Elizabeth  Arden  from  Meshulam  Riklis;  for  another  Unilever  buy, 
see  No.  106 

After  months  of  hot  and  hostile  pursuit,  one  chicken  producer  bought  another, 
leaving  white  knight  ConAgra  without  a  wishbone 

The  maker  of  Noxema  was  added  to  the  roster  of  the  giant  consumer  marketer; 
for  other  P&G  deals,  see  Nos.  135  and  189 

A  diversified  Texas  utility  acquired  the  U.  S.  cable  operations  of  a  Canadian 
telecommunications  and  coble-TV  firm 

The  soft-drink  and  snack  company  added  European-based  Walkers  Crisps  and 
Smiths  Crisps  to  its  overseas  chip  lineup;  for  the  other  PepsiCo  deal,  see 
No.  18 

A  group  led  by  Coniston  Partners  finally  succeeded  in  acquiring  this  restaurant 
ond  food-service  concern 

After  his  first  offer  was  rejected,  CEO  S.  J.  Heyman  succeeded  in  his  second 
bid  to  take  this  chemical  and  building-materials  maker  private 

The  No.  1  coble  operator  added  another  cable  company  to  its  United  Artists 
Communications  unit,  forming  the  new  United  Artists  Entertainment 

Another  consumer-credit  acquisition  for  the  auto  maker:  consumer-credit 
operations  of  on  S&L  group;  for  other  Ford  buys,  see  Nos.  10  and  129 

The  French  aluminum  company  bought  the  old  American  and  Notional  Con 
packaging  assets  from  Nelson  Peltz;  for  another  Triangle  deal,  see  No.  185 

The  money-center  bonk  sold  a  60%  stoke  in  its  CIT  Group  to  the  Japanese 
bank  as  part  of  a  restructuring 

Chopping  debt  after  fending  off  a  Robert  Maxwell  raid,  the  publisher  sold  six 
theme  parks  to  the  nation's  biggest  brewer — and  operator  of  Busch  Gardens 

The  French  oil  company  acted  as  white  knight  to  save  the  chemical  company 
from  a  raid  by  the  Centaur  Partners  buyout  group 

LBO  specialists  Gibbons,  Green,  von  Amerongen  teamed  with  management  to 
take  the  company  private.  The  deal  is  done  but  financing  has  been  a 
headache.  For  other  Gibbons,  Green  deals,  see  Nos.  81  and  129 

A  group  led  by  management  and  Pete  Peterson's  Blackstone  Group  took  a 
railroad  private,  fending  off  a  hostile  bid 

One  oil  company  purchased  oil  and  gas  reserves  from  another;  for  another 
Transco  deal,  see  No.  64 

The  grocery  chain  endured  its  second  LBO  in  as  many  years.  A  group  led  by 
Miller  Tabak  Hirsch  and  Solomon  Brothers  bought  it  from  a  group  that  included^ 
Sir  James  Goldsmith.  For  other  Salomon  deals,  see  Nos.  50  and  169;  for 
another  MTH  deal,  see  No.  141 

Selling  off  assets  after  the  record-setting  LBO,  Kohlberg  Krovis  Roberts  dealt 
Del  Monte's  tropical  fruit  subsidiary  to  a  diversified  British  company;  for 
another  RJR  deal,  see  No.  1 
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Mark  Meyers,  Corporate  President 
Miami,  FL 


Gussie  Carter,  Hotel  General  Manager 
Cairo,  GA 


Peter  Castro,  Advertising  Executive 
New  York,  NY 


I  copiers 
duplicate  in  ways  other 
copiers  can't. 

In  a  national  survey,  nearly  nine  out  of 
en  people  wtio  use  Mita  stated  in  no  un- 
;ertain  terms  ttiey  were  very  satisfied. 

Not  only  with  the  quality  of  our  copies. 

But  also  with  the  durability  of  our  copier: 
)f  all  Mitas  sold  in  the  last  5  years,  90% 
ire  still  going  strong. 

Producing  crisp  clear  copies,  year  after 
fear  after  year,  is  the  most  valuable  thing 
I  copier  can  offer.  It  also  seems  to  be  one 
)f  the  most  difficult  things  for  other 
;opiers  to  duplicate. 

Call  1-800-ABC-MITA.  And  find  out 
what  makes  a  Mita  copier  so  hard  to  copy. 


I 

love 
it. 


I 

love 
it. 


I 

love 
it. 


Shirley  Wheeler,  Director  of  Pnnting 
Atlanta,  GA 


I 

love 
it. 


Larry  Adair,  Lawyer 
Ft.  Lauderdale,  FL 


Kathy  Crouch,  Accountant 
Dallas,  TX 


I 

love 
it. 


Tom  Tester,  Office  Manager 
Atlanta,  GA 


Barbara  Getz,  Law  Office  Manager 
Oakland,  FA 


I 

love 
it. 


Gene  Bonham,  CFA 
Coral  Springs,  FL 


For  more  intormation  write:  Mita  Copystar  America.  Inc 
PO  Box  599.  West  Paterson.  NJ  07424 


Name 


Company/Title 


Address 


City/State/Zip 


Phone 


mita 


1^  All  we  make  are  great  copiers."  ^ 


Sherman  Wallace.  Design  Firm  CEO 
Gasport,  NY 


$1990  Mita  Copystar.  Inc. 
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CHICAGO  PACIFIC 
PANHANDLE  EASTERN 

IBH 

OGIIVT  GROUP 
NEWS  CORP. 

LAWYERS  CO-OPERATIVE  PUB. 
TIGER  INTERNATIONAL 

TEXAS  NATIONAL  BANK 

BLUE  CIRCLE 
ITEL 

AMERICAN  GENERAL 

ENVIRODYNE  INDUSTRIES 

CHAHPION  SPARK  PLUG 

CAMERON  IRON  WORKS 

MOBILE  COMMUNICATIONS 
HORIZON  BANCORP 

COLEMAN 

SPI  HOLDING 

lORIMAR  TELEPICTURES 

WHEELABRATOR  TECHNOLOGIES 

HOLLAND  AMERICA  LINE 

ESCO 
GTE 


MAYTAG 

PRIVATE  GROUP 

SIEMENS 

WPP  GROUP 

REED  INTERNATIONAL 

WOODBRIDGE 
FEDERAL  EXPRESS 

NCNB 

CEMEX 

FLEET/NORSTAR 
ZURICH  INSURANCE 

PRIVATE  GROUP 

COOPER  INDUSTRIES 

COOPER  INDUSTRIES 

BELLSOUTH 
CHEMICAL  BANKING 

MacANDREWS  &  FORBES 

PRIVATE  GROUP 

WARNER  COMMUNICATIONS 

WHEELABRATOR  GROUP 

CARNIVAL  CRUISE  LINES 

NACCO  INDUSTRIES 

UNITED  TELECOMMUNICATIONS 

VABITV 
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The  major-appliance  manufacturer  acquired  the  maker  of  Hoover  vocuums;  for 
a  subsequent  sale,  see  No.  198 

A  group  led  by  Quantum  Chemical  and  Firit  Boston  bought  a  pipeliner's 
propane  subsidiary.  For  another  Quantum  deal,  see  No.  82;  for  other 
Panhandle  transactions,  see  Nos.  1 1  and  92 

The  German  electronics  firm  bought  the  manufacturing  arm  of  Rolm,  the 
telecommunications  equipment  company  owned  by  the  computer  giant 

A  big  British  ad  agency  gobbles  up  a  giant  American  agency 

Rupert  Murdoch's  publishing  empire  sold  off  travel  and  electronics  magazines 
from  its  1988  Triangle  Publications  acquisition  to  another  British  publisher 

Canada's  Thomson  family  added  a  legal  publisher  to  its  medio  holdings  j 

The  package  express  giant  mode  a  big  stride  into  the  Asian  market  by 
acquiring  a  major  freight  airline 

A  top  super-regional  bank  completed  the  purchase  of  v/hat  was  left  of  defunct 
FirstRepublic  from  the  FDIC 

A  British  cement  company  sold  a  U.  S.  subsidiary  to  a  Mexican  company 

A  banking  group  bought  the  equipment  leoser's  financing  subsidiary 

An  insurance  group  in  the  throes  of  restructuring  sold  its  Maryland  Casualty  unit 
to  a  Swiss  insurer 

A  sausage-casing  maker  was  token  private  by  a  group  led  by  Donald  Kelly  (ex- 
E  II  Holdings)  and  Salomon.  For  other  Salomon  deals,  see  Nos.  37  and  169 

The  auto-parts  maker  rejected  Dana's  bid  to  accept  that  of  another  industrial 
conglomerate;  for  another  Cooper  deal,  see  No.  52 

Another  acquisition  by  the  industrial  conglomerate,  this  time  of  a  maker  of  oil 
tools  and  forged  products;  for  the  other  Cooper  deal,  see  No.  51 

A  Baby  Bell  added  another  cellular-phone  company  to  its  collection 

The  money-center  banking  group  bought  o  New  Jersey  bank  as  part  of  its 
interstate  expansion 

The  management  of  this  manufacturer  of  recreation  and  leisure  products  found 
itself  outbid  by  investor  Ronald  Perelman 

A  group  led  by  investor  Marvin  Davis  and  Prudential  took  private  what  once 
was  Spectrodyne,  which  operates  pay-TV  systems  in  hotels 

What  later  would  become  Time  Warner  bought  a  smaller  movie  studio  in  a  deal 
delayed  by  major  Warner  stockholder  Herb  Siegel's  objections.  For  other  Time 
and  Warner  deals,  see  Nos.  97,  163,  and  194 

Two  Henley  spinoffs  merged,  creating  a  tidier  entity  big  in  energy  recovery  and 
recycling  technologies;  for  a  related  transaction,  see  No.  178 

An  aggressive  cruise  company  purchased  the  travel  and  tourism  business  of  a 
competitor,  including  four  cruise  ships 

A  diversified  mining  company  added  a  maker  of  fork  lifts  to  its  own  unit 

The  largest  non-Bell  telephone  company  sold  off  most  of  its  shore  of  the  US 
Sprint  long-distance  carrier,  giving  control  to  its  partner,  another  phone-system 
operator;  for  another  United  Telecom  buy,  see  No.  164 

After  on  LBO  went  sour,  an  auto-parts  maker,  the  shell  of  the  old  Fruehauf 
truck-body  builder,  was  acquired  by  a  farm-equipment  maker  that  once  was 
Mossey-Ferguson 
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four  Scotch  and  Soda 

5  only  as  good  as  your  Scotch  and  soda. 
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HARRIOTT 

CSX 

VIACOM 

RAMADA 
WICKES 

UNIVERSAL  FURNITURE 

A.  I.  WIlllAHS 

FORT  HOWARD 

ALCO  HEALTH  SERVICES 

THERMADYNE  INDUSTRIES 

APOLLO  COMPUTER 
JEFFERSON  SMURFIT 

LOMAS  FINANCIAL 

MAY  DEPARTMENT  STORES 

WESTINGHOUSE  ELECTRIC 

ZENITH  ELECTRONICS 

HOHASCO 
JERRICO 

CI6NA 

OUANTUM  CHEMICAL 

TRT  ENERGY  HOLDINGS 
CVH 


PRIVATE  GROUP 
TRANSCO  ENERGY 
CABLEVISION  SYSTEMS 

PRIVATE  GROUP 
PRIVATE  GROUP 

MASCO 

PRIMERICA 

PRIVATE  GROUP 

PRIVATE  GROUP 

PRIVATE  GROUP 

HEWLETT-PACKARD 
PRIVATE  GROUP 

PRIVATE  GROUP 

PRIVATE  GROUP 

SCHINDLER  HOLDING 

MACHINES  BULL 

PRIVATE  GROUP 
PRIVATE  GROUP 

PRIVATE  GROUP 

HENKEL 

TEXACO 

QVC  NETWORK 
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The  big  hotel  company  got  out  of  airline  food-service,  selling  the  unit  to  a 
group  led  by  its  managers 

The  diversified  transportation  company  sold  its  Texas  Gas  Transmission 
subsidiary  to  a  pipeliner;  for  another  Transco  deal,  see  No.  36 

The  pay-TV  and  cable  company,  83%  owned  by  Sumner  Redstone's  National 
Amusements,  sold  two  cable  systems  and  a  piece  of  its  Showtime  cable  service 
to  Charles  Dolan's  large  cable  operation 

A  hotel-motel  company  finally  sold  its  hotels  to  a  group  led  by  Hong  Kong 
investors  and  Prime  Motor  Inns  in  order  to  concentrate  on  casinos 

Wosserstein  Perella  and  Blockstone  Capitol  Partners  combined  to  outbid 
company  management  to  take  the  conglomerate  private.  For  o  subsequent 
Wickes  divestiture,  see  No.  166 

The  maker  of  Delta  faucets  expanded  its  growing  furniture  empire  by  acquiring 
a  Hong  Kong-based  furniture  maker 

Sandy  Weill's  financial  services  firm  bought  the  30%  of  the  big  insurance 
brokerage  it  didn't  already  own 

The  paper  company  taken  private  in  1988  sold  off  its  Sweetheart  napkin  and 
paper-cup  division  in  another  LBO 

A  group  led  by  management  took  this  wholesaler  of  drugs  and  cosmetics 
private  after  the  FTC  blocked  rival  McKesson' s  bid 

A  group  led  by  management  and  Donaldson,  Lufkin  &  Jenrette  Securities  took  a 
producer  of  industrial  gases  private;  for  another  DU  deal,  see  No.  76 

The  big  minicomputer  maker  bought  an  ailing  major  producer  of  workstations 

In  the  second  stage  of  a  complex  recapitalization  of  its  U.  S.  interests,  the  Irish 
paper  company  and  partner  Morgan  Stanley  restructured  ownership  of 
Container  Corp.,  taken  private  in  1986;  for  the  first  stage,  see  No.  19 

As  port  of  its  restructuring,  a  financial  services  company  sold  its  retail  banking 
unit  to  a  group  led  by  Merrill  Lynch  Capital  Partners 

A  retailer  handed  off  the  underperforming  Caldor  division  to  a  group  led  by  its 
management,  DU,  and  Odyssey  Partners;  for  another  DU  buy,  see  No.  72 

A  German  elevator  and  industrial  products  manufacturer  bought  the  elevator 
unit  of  on  electrical-gear  giant  in  the  throes  of  restructuring 

An  embattled  U.  S.  electronics  manufacturer  sold  off  its  promising  computer  unit 
to  a  French  computer  maker;  final  price  is  in  negotiation 

A  group  led  by  Citicorp  won  this  maker  of  rugs  and  furniture 

The  parent  of  Long  John  Silver's  fast-food  chain  was  taken  private  by  a  group 
headed  by  DJS/lnvemess  and  Castle-Harlan 

Realigning  its  business,  a  big  insurance  group  sold  an  insurance  unit  to  a  group 
led  by  management  and  Gibbons,  Green,  von  Amercngen;  for  other  Gibbons, 
Green  deals,  see  Nos.  34  and  129 

Deep  in  restructuring,  a  polyethylene  producer  that  once  was  National  Distillers 
sold  its  oleochemical  Emery  Div.  to  a  German  chemical  company;  for  another 
Quantum  deal,  see  No.  40 

The  big  oil  company  picked  up  a  smaller  producer's  oil  and  gas  reserves;  for  a 
Texaco  sole,  see  No.  6 

Two  cable-TV  shopping  networks  merged,  hoping  to  challenge  No.  1  Home 
Shopping  Network 
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RACK  RECORD.  Deer,  turkey  and  other  animals  love  living  in  International 
iper  forests.  It's  because  we  manage  our  woodlands  in  imaginative  ways  that 
enefit  man  and  wildlife  alike.  Take  the  methods  our  foresters  use  to  control 
ndeigrowth  that  competes  with  trees  for  water  and  nutrients.  Naturally  they 
nprove  tree  growth.  But  they  also  assure  browsing  animals  a  food  supply  that 
Desn't  outgrow  their  reach.  Thanks  to  such  resourceful  practices,  the  flash  of  white- 
ils'  hooves  and  the  natterings  of  wily  old  gobblers  are  far  more  common  sights 
id  sounds  in  International  Paper's  forests  than  on  unmanaged  lands.  Many  kinds 
f  creatures  depend  on  the  land.  We're  committed  to  managing  the  forests  we  con- 
ol  in  the  interests  of  all  of  them.  INTERNATIONAL      PAPER.  Use  our  imagination. 


©1990  International  I^per  Company. 
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SELLER 
LORAL 

(ARSON  PIRIE  SCOTT 
CONTROL  DATA 
ROCKWELL  INTERNATIONAL 
GRAND  METROPOLITAN 

AMERICAN  BRANDS 
CAMPEAU 

PANHANDLE  EASTERN 

NEW  YORK  TINES 
ILLINOIS  CENTRAL  TRANS. 
GP  GROUP 

FGtC 

TIME  WARNER 

R.  P.  SCHERER 

LEND  LEASE  CARS 
VICXERS 

NATIONAL  SEMICONDUCTOR 

PACIFIC  RESOURCES 
SHAXLEE 

TJX 

CHURCH'S  FRIED  CHICKEN 
MIHNEIONKA 


BUYER 

PRIVATE  GROUP 
P.  A.  BERGNER 
SEAGATE  TECHNOLOGY 
BTR 

PRIVATE  GROUP 

NATIONALE-NEDERLANDEN 
PRIVATE  GROUP 

ENTERPRISE  OIL 

PRIVATE  GROUP 
PROSPECT  GROUP 
PRIVATE  GROUP 

GENERAL  ELECTRIC 
NEWS  CORP. 

PRIVATE  GROUP 

HOLMAN  ENTERPRISES 
DU  PONT 

HITACHI  DATA  SYSTEMS 

BROKEN  HILL  PROPRIETARY 
YAHANOUCHI  PHARMACEUTICAL 

ZAYRE 
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UNILEVER 
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A  group  led  by  the  compony's  chairman  took  private  the  aircraft  braking  and 
engineered  fabric  divisions,  beating  out  a  bid  by  Banner  Industries 

The  troubled  retailer,  suffering  restructuring  v/oes,  sold  out  to  a  Swiss-owned 
regional  chain  interested  in  its  department  stores 

As  part  of  its  drastic  restructuring,  the  computer  company  sold  its  disk-drive 
division  to  another  drive  manufacturer 

The  giant  defense  contractor,  slimming  down,  sold  its  meter  and  valve  division 
to  a  British  conglomerate;  for  another  BTR  buy,  see  No.  200 

Following  its  acquisition  of  Pillsbury,  the  British  conglomerate  sold  that 
company's  Bennigans  and  Steak  &  Ale  restaurant  units  to  a  group  led  by 
management  and  Citicorp;  for  the  big  Pillsbury  buy,  see  No.  4;  for  another 
Grand  Met  divestiture,  see  No.  156 

The  tobacco,  spirits,  and  insurance  conglomerate  sold  Southland  Life,  which 
markets  universol  life  policies,  to  a  Dutch  insurer 

Another  in  the  endless  divestitures  of  the  foundered  retailing  empire.  This  one 
LBOed  the  Ann  Taylor  specialty  shops  to  a  group  led  by  several  retail 
executives  and  Merrill  Lynch  Capital  Partners 

Eager  to  cut  debt  from  its  big  merger  with  Texas  Eastern,  the  pipeliner  sold 
Texas  Eastern's  North  Sea  oil-and-gas  reserves  to  a  British  oil  company.  For  the 
Texas  Eastern  merger,  see  No.  1 1 ;  for  another  Panhandle  deal,  see  No.  40 

The  publisher  finally  unloaded  its  cable-TV  operations  in  a  buyout  by  a  group 
led  by  cable-TV  operator  Comcast 

The  railroad  spun  off  from  Whitman  fell  to  a  tender  offer  from  Louis  Marx's 
diversified  investment  group 

The  publisher  of  the  National  Enquirer  was  sold  to  a  group  led  by  pulp 
publisher  McFadden  and  media-entertainment  investor  Boston  Ventures,  beating 
out  Maxwell  and  Hochette 

The  giant  conglomerate's  financial  services  unit  finally  captured  the  pioneering 
municipal-bond  insurer  after  a  revised  tender  offer 

Media  boron  Rupert  Murdoch  bought  Time's  textbook  publisher,  Scott, 
Foresmon,  and  added  it  to  Harper  &  Row;  for  other  Time  and  Warner  deals, 
see  Nos.  57,  163,  and  194;  for  a  News  Corp.  sale,  see  No.  43 

A  family  controlled  maker  of  capsules  for  drugs  was  taken  private  by  a  group 
led  by  Shearson  Lehman  Hutton 

One  privately  owned  leasing  firm  bought  the  lease  inventory  of  another 

The  U.  S.  chemical  giant  bought  the  printing-plate  division  of  a  British  company; 
for  another  Du  Pont  deal,  see  No.  109 

A  joint  venture  of  the  Japanese  electronics  giant  and  GM's  Electronic  Data 
Systems  bought  the  chipmaker's  computer  distribution  unit 

The  Australion  mining  conglomerate  bought  a  Flawaiian  oil  company 

A  Japanese  drug  company  bought  an  American  maker  of  nutritional  products, 
thwarting  a  bid  by  raider  Irwin  Jacobs 

A  troubled  discount  chain  bought  the  17%  of  its  subsidiary  apparel  chain  it 
didn't  already  own;  the  surviving  company  t>ears  the  TJX  name 

The  owner  of  Popeye's  fried  chicken  bought  another  chicken  chain 

The  Anglo-Dutch  consumer  conglomerate  bought  a  maker  of  lieauty  products; 
for  another  Unilever  buy,  see  No.  21 
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INSPIRATION 


Sometimes  you 
face  the  task  and 
almost  wish  you  didn't 
aim  so  high.  Life  would 
be  simpler.  Solutions 
would  be  ready-made. 
A  weekend  could  be 
relied  upon  to  be  a 
weekend.  Overall, 
there'd  be  a  lot  less  time 
with  your  door  shut. 

You  can  say  it 
about  writing.  And  you 
can  say  it  about  creat- 
ing a  custom  package 
of  defined  contribution 
retirement  services. 
You  can't  run  with  what 
OCCUR  to  you  first,  or 
what  occurred  to  you 
last  time,  or  what  has 
occurred  to  others.  For 
no  reason  other  than 
you  just  can't. 

So  you  start  by 
building  a  relationship 


/ 


with  your  prospect. 
Rather  than  assume, 
you  ask.  Then  you 
clarify.  Call  back  and 
raise  an  issue.  Do  it 
until  the  substance  of 
the  problem  solidifies, 
becomes  concrete. 

Only  then  can 
you  begin  to  craft  a 
really  effective  retire- 
ment package.  Work 
that's  worthy  of  the 
market  leaden  You 
ball  up  the  first  drafts 
and  shoot  baskets. 
Until  that  viewpoint, 
that  pure  perspective, 
wanders  by  and 
elects  to  make  itself 
apparent. 

You  have  your 
talent,  your  reputation, 
your  tools,  and  yet 
you  start  from  scratch 
every  time. 


FiOentylnsiitutional 
V~  ▼  ReUi-emeMSemices  Company^ 


A  FideHty  Imfestments  Company 

82  Devonshire  Street.  L9C.  Boston.  MA  02109    1-800^345  5033.  Ext  5602  {In  Massactiusetts.  call  collect.  61 7-570-5602.) 


This  is  what  we  caii  return  on  invest- 
ment. It's  not  in  oii,  or  ohemicais,  or 
refining,  it's  in  iearning.  We're  in- 
vesting in  today's  ohiidren  through 
a  unique  program  in  Cieveiand  that 
aotuaiiy  puts  money,  up  to  $6,000, 
into  escrow  for  a  student's  coiiege 
education.  A  serious  student  can 
cost  us  a  iot.  But  Icids  who  faii  to 
learn  wiii  cost  us  a  iot  more. 
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GENERAL  NUTRITION 
BOND  INTERNATIONAL  GOLD 

DE  LA  RUE 

TAFT  (ABLE  PARTNERS 

TEXAS  AIR 

LIGHINEI 
INTERCO 

fiber  industries 
McDonnell  douglas 

first  maryland  bancorp 

ARMCO 
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CENTEL 

W.  A.  KRUEGER 
PENNBANCORP 
BORG-WARNER 

PACE  MEMBERSHIP  WAREHOUSE 
COOPER 

HILLSBOROUGH  HOLDINGS 

CHAMPION  PRODUCTS 

SOUTHDOWN 
BURNDY 

BUDGET  RENT  A  CAR 
FORMICA 


PRIVATE  GROUP 
LAC  MINERALS 

DFEI 

WESTMARC 

TRUMP  ORGANIZATION 

WILLIAMS  COS. 
PRIVATE  GROUP 

WELLMAN 

BRITISH  TELECOMMUNICATIONS 

AIB  GROUP 
KAWASAKI  STEEL 

PRIVATE  GROUP 
JONES  INTERNATIONAL 

RINGIER 

UNION  NATIONAL 
TRW 
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NESTLE 

PRIVATE  GROUP 
SARA  LEE 

PUB.  SVCE.  ENTERPRISE  GROUP 

FRAMATOME 

PRIVATE  GROUP 

PRIVATE  CROUP 
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A  group  led  by  Thomas  H.  Lee  Co.  took  privote  a  marketer  of  health  foods 

A  Canadian  mining  company  acquired  two-thirds  of  the  gold-mining  unit  of 
Australian  Alan  Bond's  troubled  empire 

A  joint  venture  of  Du  Pont  and  Fuji  Film  bought  an  electronic-printing  unit  from  | 
a  British  printer;  for  another  Du  Pont  deal,  see  No.  100 

A  cable  operator,  formerly  controlled  by  and  now  absorbed  by  John  Malone's 
TCI,  bought  out  the  Bass  group,  his  partners  in  a  cable-TV  group  that  was  part 
of  the  old  Taft  Broadcasting 

As  the  Eastern  Air  Lines  subsidiary  spiraled  into  Chapter  1 1  bankruptcy, 
developer  and  casino  mogul  Donald  Trump  bought  its  Boston-Washington 
shuttle  service  from  a  strapped  Frank  Lorenzo 

A  big  pipeliner  bought  a  fiber-optics  joint  venture  from  CSX  and  Southern  New 
England  Telephone 

As  part  of  restructuring  to  thwart  a  possible  takeover,  the  furniture  and 
footwear  conglomerate  sold  its  Ethan  Allen  furniture  division  to  a  group  led  by 
its  management;  for  another  Interco  deal,  see  No.  169 

A  plastics  and  fiber  recycler  bought  a  maker  of  chemical  fiber  products 

The  British  phone  company  bought  the  U.  S.  aerospace  company's  data 
communications  service 

An  Irish  banking  group  bought  the  51%  it  didn't  own  of  a  U.  S.  affiliate 

Launching  a  joint  venture,  a  Japanese  steelmaker  bought  40%  of  its  U.  S. 
partner's  Eastern  Steel  Div. 

The  giant  insurer  sold  on  investment  unit  to  a  group  led  by  management 

A  cable-TV  holding  company  bought  the  Illinois  coble  systems  of  a  phone 
company  getting  out  of  cable;  for  other  Centel  cable  deals,  see  Nos.  131,  163, 
194,  and  197 

A  German  publisher  bought  a  U.  S.  printer  after  dropping  its  initial  bid 

Two  Pennsylvania  banks  merged;  new  name:  Integra  Financial 

The  credit-reporting  giant  survived  antitrust  scrutiny  to  buy  the  Chilton  credit- 
reporting  service 

The  discount  retailer  acquired  a  membership  warehouse  retailer 

After  antitrusters  blocked  a  sale  to  Schering-Plough,  a  maker  of  contact  lenses 
sold  its  surgical-supply  division  to  the  Swiss  multinational 

LBOed  by  Kohlberg  Kravis  in  1988,  what  was  the  old  Jim  Walter  Industries  sold 
its  Georgia  Marble  unit  to  a  group  led  by  management  to  help  pay  down  debt; 
it  still  went  to  Chapter  1 1  in  December,  weighed  down  by  junk-bond  problems 

A  diversified  consumer-goods  marketer  added  a  manufacturer  of  athletic 
apparel  to  its  roster 

A  cement  company  sold  its  oil-services  unit  to  a  Northeast  utility 

The  French  nuclear-plant  builder  bought  a  maker  of  electrical  connectors 

Takeover  specialists  Gibbons,  Green,  van  Amerongen  took  the  car  renter 
private  for  the  second  time.  Ford  Motor  put  up  some  of  the  financing  in  return 
for  preferred  shares.  For  other  Ford  deals,  see  Nos.  10  and  29;  for  other 
Gibbons,  Green  deals,  see  Nos.  34  and  81 

A  maker  of  laminated  surfaces  token  private  by  a  group  that  included 
management  and  Dillon  Read 


as 


THE  1990  BLISINLSS  WEEK  1000 


50 


ALPHABHICAL  UST  Of  COMPANIES  APPEARS  ON  PAGl 


'At  first  blush,  some  accounts 
look  just  awful.  But  if  you  read 
your  D&B  right,you  can  find  hope. 


"You  can  see  that  maybe,  if 
you're  patient,you  can  turn 
a  shaky  customer  into  a  great  one. 

"Its  the  difference  between 
avoiding  risk  and  finding  risks 
worth  taking." 


Nobody's  in  business  to  turn  away  customers,  and  that's 
what  makes  credit  decisions  so  tricky  As  often  as  possibk'  you 
want  to  say  yes,  but  good  risks  don't  always  jump  out  at  you. 

That's  why  Dun  &  Bradstreet  offers  such  depth.  Beyond  raw 
numbers,  we  calculate  ratings,  indexes  and  trends.  Beyond  basic 
reports,  we  offer  custom  formats,  analysis,  and  computer  model- 
ing. Beyond  how  a  business  runs,  we'll  give  you  details  about 
who's  running  it. 

More  than  any  other  source,  we  take  you  below  the  surface.   P\|  iri       Rr^rl  trPf^t 

Because  sometimes,  that's  where  the  gold  is.  -t=i     r  r      '  "  i 

To  put  D&B  to  work  for  you,  call  us  at  T800-234-DUNS.     The  line  art  01  managing  risl<. 


Dun  &  Bradstreet  Business  Credit  Services 

BB 


132 

133 

134 

135 

136 

137 

138 
139 
140 
141 

142 

143 

144 

145 

146 
147 

148 
149 
150 

151 

152 
153 

154 

155 


DAMON 

MERRILL  LYNCH 
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An  independent  phone  company  moving  out  of  the  coble-TV  business  sold  its 
Southeast  Florida  coble  operations  to  a  Pennsylvanio-bosed  coble  operator;  for 
other  Centel  deols,  see  Nos.  119,  163,  194,  and  197 

After  spending  nearly  a  year  resisting,  o  clinical  lab  that's  a  leader  in  AIDS 
testing  finally  surrendered  to  a  maker  of  magnetic  card  readers  for  ATMs 

The  biggest  broker  decided  to  get  out  of  the  real  estate  business,  and  sold  the 
unit  to  the  biggest  life  insurer 

Still  restructuring,  a  big  chemical  company  sold  its  equipment-renting  operation 
to  o  French  trading  company 

The  Australian  brewer  of  Foster's  sold  its  fruit-juice  unit  to  on  American 
consumer  products  giont;  for  other  P&G  deols,  see  Nos.  23  and  189 

A  British  check  printer  acquired  transatlantic  counterpart  American  Bonk 
Stationery,  LBOed  in  1986 

A  Spanish  book  publisher  bought  a  Miami-based  publisher  of  Spanish-language 
magazines  circuloted  in  the  U.  S.  and  Latin  America 

One  jewelry  retailer  bought  another 

A  British  electronics  manufacturer  acquired  a  similar  U.  S.  firm 
An  American  paper  company  bought  a  French  ditto 

A  group  led  by  supermarket  investors  Miller  Tobok  Hirsch  took  o  Midwestern 
chain  private;  for  another  such  deal,  see  No.  37 

The  big  insurance  company  bartered  an  auto-insurance  unit  for  some  of  its 
stock  held  by  another  insurer 

A  unit  of  the  state-owned  Italian  conglomerate  bought  an  instrument  division 
from  on  energy-services  compony 

A  British  entertainment  and  electronics  conglomerate  bought  on  American  music 
publishing  compony 

The  embattled  retailer  sold  its  Coldwell  Banker  commercial  real  estate 
brokerage  to  o  group  led  by  management  and  the  Corlyle  Group 

An  acquisitive  software  developer  bought  o  major  rival 

A  New  York  banking  group  sold  five  upstate  New  York  bonks  to  o  New  Jersey 
banking  group 

A  Canadian  firm  bought  the  maker  of  Singer  sewing  machines  I 

A  big  British  bonk  bought  a  New  Jersey  banking  group 

A  manufocturing  conglomerote  bought  o  maker  of  electricol  connectors;  for 
another  Great  American  deal,  see  No.  187 

The  financial  services  company  bought  the  Boston  Co.'s  mutuol-fund  transfer  j 
unit  from  the  troubled  Woll  Street  house  it  controls 

One  newspoper  chain  sold  The  New  Haven  Register  to  another 

To  obtoin  top  executives  to  run  newly  acquired  Columbia  Pictures,  the  Joponese 
electronics  giant  bought  their  film  production  company;  see  No.  9  for  the 
Columbia  buy  itself 

A  diversified  manufacturer  bought  on  aerospace  company;  for  a  subsequent 
sale,  see  No.  1 58 

After  rejecting  a  previous  offer,  the  gloss  container  company  accepted  a 
Mexican  firm's  offer 
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DW  TO  ENTERGIZE 
)UR  PROFITS 
MIDDLE 
DUTHUSA. 


ddle  South  USA  -  the  states  of  Arkansas, 
;iana,  Mississippi,  and  southeast  Missouri  -  is 
ed  right  in  the  demographic  center  of  the  nation, 
that's  just  one  reason  why  your  company  could 
by  locating  here. 

her  great  reasons  are  our  abundant,  trainable 
force,  superb  quality  of  life,  plentiful  power  and 
^e'ssive  corporate  tax  incentives, 
ddle  South  USA  is  also  the  home  of  Entergy 
oration  (formerly  Middle  South  Utilities),  one 
3  nation's  largest  electric  companies.  We've 
joped  an  innovative  program  to  help  you  locate 
more  profitably,  and  we'd  like  to  give  you  all  the 
with  Our  free  "Passport  to  Middle  South  USA." 
ali  i -800-426-5721  or  send  the  accompanying 
card  today  for  your  free  "Passport." 
let  us  help  you  start  entergizing 
profits.  , 


Entergy 
Corporation 

The  Middle  South  Electric  System 


\ 


mpanies  within  Entergy  Corporation's  Middle  South  Electric  System  include  Arkansas  Power  &  Light  Company  Louisiana  Power 
jght  Company  Mississippi  Power  &  Light  Company  New  Orleans  Public  Service  Inc..  System  Energy  Resources,  Inc..  and 
tergy  Services.  Inc.  Our  New  York  Stock  Exchange  symbol  is  "ETR: "  our  listing  is  "Entergy "  Our  headquarters  address  is 
tergy  Corporation.  P  O.  Box  61000.  New  Orleans.  LA  70161. 
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In  the  woke  of  its  Pillsbury  ocquisifion,  the  British  conglomerate  sold  Bumble 
Bee  fish-conning  operations  to  a  Thai  company;  for  other  Grand  Met  deals,  see 
Nos.  4  and  89 

The  automaker  bought  a  car-rental  company 

A  French  aerospace  firm  bought  the  former  Fairchild  space  and  electronics  units; 
for  another  deal  by  Banner,  see  No.  154 

The  British  medio  conglomerate  bought  another  textbook  publisher,  this  time 
from  a  data-base  and  information  company  taken  private  by  the  Bass 
organization  in  1988 

Management  led  a  buyout  of  the  Sealed  Power  unit  of  the  auto-ports  maker 

An  industrial  conglomerate  sold  an  auto-parts  manufacturing  division  left  over 
from  its  1988  acquisition  of  Armtek  to  a  French  auto-parfs  manufacturer;  for 
another  divestiture  by  Mork  IV,  see  No.  168 

A  Japanese  maker  of  security  systems  bought  a  health  core  company 

The  phone  company  divested  yet  another  coble-TV  group,  this  time  its  Central 
Florida  operations,  sold  to  v/hat  later  became  Time  Warner.  For  other  Centel 
deals,  see  Nos.  119,  131,  194,  and  197  ;  for  other  Time  and  Warner  deals, 
see  Nos.  57,  97,  and  194 

The  communications  company's  US  Sprint  long-distance  service  bought  a  half 
interest  in  a  transatlantic  fiber-optic  cable  from  its  British  owner.  See  No.  61 
for  United  Telecom's  Sprint  acquisition 

One  Canadian  developer  sold  property  in  California  and  Arizona  to  another 

A  Japanese  maker  of  semiconductor  components  bought  an  electrical-connectors 
unit  from  the  conglomerate  token  private  earlier  in  the  year;  for  another  Wickes 
deal,  see  No.  67 

Carl  Lindner's  diversified  manufacturer  bought  a  workers'  compensation  insurer 
that  Lindner  already  had  a  stake  in 

A  Dutch  chemical  company  bought  o  rubber  and  chemical  unit  from  the 
industrial  conglomerate;  for  another  Mark  IV  divestiture,  see  No.  161 

In  another  divestiture,  the  restructuring  conglomerate  sold  a  hardware  division 
to  0  group  led  by  the  Belgian-controlled  Handy  Andy  home-improvement 
retailer  and  Salomon  Brothers.  For  another  Interco  sole,  see  No.  113;  for  other 
Salomon  deals,  see  Nos.  37  and  50 

The  German  oil  company  sold  some  of  its  U.  S.  properties  to  o  Jopanese- 
Americon  partnership 

A  conglomerate  sold  a  Georgia-based  thrift  to  a  computer  services  firm 

The  huge  British  chemical  company  bought  an  American  manufacturer  of 

aerospace  coatings,  adhesives,  and  sealants 

Nelson  Peltz's  energy  company  sold  the  Uniroyol  chemical  operations  it  bought 
in  1986  to  a  group  led  by  its  management 

A  Michigan  bank-holding  company  acquired  on  Illinois  ditto 

The  telecommunications  giant  bought  a  manufacturer  of  computer 
communications  modems 

A  British  health  care  ond  consumer-products  company  bought  a  U.  S.  maker  of 
ophthalmic  goods 

A  New  Jersey  S&L  sold  a  mortgage-finance  unit  to  William  Simon's  Hawaiian 
thrift  group 
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He's  wearing  a 

Hart  Schaffner  &  Marx  suit 

from  Diilard's. 


More  power  to  him. 

The  power  suit  by 
Hart  Schaffner  &  Marx, 
under  the  prestigious 
Gold  Trumpeter  label. 
Navy  worsted  wool, 
available  in  Dillard's 
Men's  Department, 
625.00. 

Order  by  phone: 

l-800-DiLU\RD 

8  am  to  9  pm  Mon.-Sat. 

12  noon  to  6  pm  Sun.  (CST) 


Dillard's 


Whyreformingourlial 
America  is  to  succee 


Excessive  liabilih  awards  make  it  tough 
for  u.s.  companies  to  compete. 

We  are  a  compassionate  society.  We  want  to 
compensate  those  who  have  sutfered. 

But  when  our  courts  expand  traditional  con- 
cepts of  liabihty,  causing  defendants  to  pay 
excessive  compensation,  were  adding  to  the  costs 
we  all  pay  for  goods  and  services.  We're  encourag- 
ing companies  to  stop  research  and  development 
on  new  products.  And  we're  even  making  it  harder 
for  U.S.  companies  to  compete  overseas. 

Paying  A  HIDDEN  lAX. 

In  realit);  the  American  s)'stem  ot  liabilit)-  has 
become  the  source  ot  a  hidden  tax  on  our 
economy-a  tax  that  can  account  for  as  much  as 
50%  of  the  price  paid  tor  a  product. 

Whats  worse,  it  has  been  estimated  that  this 
hidden  tax  amounts  to  $80  billion  a  year-a  sum 
equal  to  the  combined  profits  of  the  nation's  200 
largest  corporations. 

Our  economic  competitors'  legal  systems  do  not 
encourage  litigation  to  the  extent  we  do.  Consider, 
for  example,  that  there  are  30  times  more  lawsuits 
per  capita  in  the  U.S.  than  in  Japan. 

Is  It  any  wonder  that  America  is  having  a  tough 
time  competing  in  overseas  markets'" 

UNCERT\INn  STIFLES  ENTERPRISE. 

The  unpredictabilitN'  ot  our  liability  system  is 
also  enormously  costly  to  Ameriain  competitiveness. 
For  example,  m  a  recent  surx^ey  of  CEO's,  the  Con- 
terence  Board  found  that  worry  about  potential 
liability  lawsuits  caused  47%  ot  firms  surveyed  to 
discontinue  one  or  more  product  lines.  In  addi- 
tion, 25%  stopped  certain  product  research  and 
development,  and  39%  decided  against  introduc- 


ing a  new  product.  Meanwhile,  our  overseas 
competitors  continue  to  research  and  develop  new 
products  at  an  ever-increasing  pace. 

Are  WE  CONTROLLING  RISKS 
OR  INCREASING  THEM? 

When  we  give  a  drunk  driver  the  right  to  sue  an 
autoniaker  or  highwa)'  engineer  for  a  million  dollars 
after  a  crash,  are  we  controlling  risk? 

Or  just  encouraging  risky  and  careless  behavior? 

If  you  are  a  manufacturer,  you  can  be  sued  even 
if  your  product  has  state-of-the-art  safety 


Iliosev 
another 
N( 

lereslioi 

urie. 


IIIG; 


features.  Even  if  your  customer  misused  it  against  ;iiipeteu 
)'our  instructions.  Even  if  the  risks  of  misuse 
were  obx'ious. 

When  fear  of  lawsuits  causes  ph)'sicians  to  limit|merj 
services  to  patients-or  worse,  abandon  their  prac- 


tualcost 
Cieailv., 


5  to 


liie 


^system  isessential  if 
overseas  markets. 


altogether- lack  of  adequate  medical  treatment 

ins  greater  risks  for  everyone. 

5  this  controlling  risk  or  increasing  it'' 

:s  an  unhealthy  and  dangerous  situation  that 

ds  correcting. 

We  must  reform  our  "deep  pockets" 

APPROACH  TO  LIABILin. 

pecifically  we  need  to  change  our  approach 
base  liability  suits  on  fault. 
)ur  current  system  often  encourages  the  tnvolous 
ig  of  those  with  the  ability  to  pay-in  other 
ds,  those  with  "deep  pockets."  But  does  it  make 
le  to  hold  such  parties  entirely  liable,  even  if 
'  were  only  minimally  at  faulti* 

A  MORE  RATIONAL  APPROACH. 

hose  who  suffer  economic  losses  because 
nother  partys  negligence  should  be  tauiy  reim- 
;ed.  No  one  could  argue  with  this  principle, 
re  should  also  be  just  compensation  for  pain 
suffering  resulting  from  real  and  severe 
ries. 

iut  can  we  afford  to  continue  a  system  that 
Durages  litigation  and  financial  judgements 
ring  little  direct  relationship  to  fault  or  to  the 
lal  cost  of  injuries  suffered? 
Nearly  a  better  approach  is  needed. 

Congress  HAS  A  ROLE. 

.egislation  providing  a  uniform  product  liability 
idard  would  allow  American  companies  to 
ipete  without  the  burdens  of  excessive  liability 
s.  And  this  would  unclog  the  courts  and  put 
erican  business  in  a  stronger  position  as 
tiers  to  international  trade  and  investment  fall, 
"here  is  proposed  legislation  before  Congress 


dealing  with  these  issues.  A  solution  to  the  liability 
crisis  IS  vital  to  American  competitiveness,  and 
Congress  can  play  a  role  in  restoring  the  right 
balance. 

So  DO  THE  COURTS. 

When  all  is  said  and  done,  our  courts  are  the 
interpreters  ot  our  laws  and  our  values.  Its 
our  values  as  a  society  that  count,  especially  as 
reflected  in  the  courts  and  individual  |Lu  y 
decisions. 

Together  our  legislative  and  |udicial  branches 
must  recognize  the  damage  being  done  to 
American  competitix'eness  from  the  current  lia- 
bility system.  And  help  America  restore  the 
proper  balance. 

Why  is  AIG  running  ads  like  this? 

AIG  (AmtrKan  Inta  natmal  Graip)  is  the  largest 
unckrwrittr  of  cimma  aal  and  mdustnal  insw  ance  in 
Ama'ka,  arid  t\ie  leading  U.S.-hased  mternationdl 
1 1  ]  swance  (rgan  iza  t  urn . 

Since  we  deal  every  day  with  issues  ajjecting  the 
jiiturc  of  tlte  world  ecoiKmy  its  unda  standahle  that  we 
champiori  rejoim  designed  to  strengthen  American 
hismesss  competitive  stance  ingbbal  markets. 

Perhaps yaill  want  to  Irep  th  ball  rolling  h'  con- 
tacting your  ekctcd  cffiLials-jiidges  and  legislators- 
with  ymr  (wn  \'!cw,s. 

Or  ij  yon  preja,  write  M.R.  Grccmherg,  Chairman, 
AIG,  JOPmc  Street,  New  York,  NY  10270. 


MG 


Worid  leaders  in  insurance 
and  financial  services. 


178 

179 
180 
181 

182 

183 

184 

185 

186 

187 

188 

189 

190 

191 

192 

193 

194 

195 
196 
197 

198 
199 
200 


HENIEY  MFG. 

PRAXIS  BIOLOGKS 
EMERY  AIR  FREIGHT 
SCOTT  PAPER 

BECTON,  DICKINSON 

SILICON  SYSTEMS 

MICHIGAN  NATIONAL 

TRIANGLE  INDUSTRIES 

AMERICAN  INCOME  LIFE 

JEPSON 

LTV 

PROCTER  &  GAMBLE 
TRAVELERS 
UNION  CARBIDE 
BANK  OF  DELAWARE 
FREEPORT  McMORAN 
CENTEL 

BRINTEC 

PACIFIC  FIRST  FINANCIAL 
CENTEL 

MAYTAG 

RESTAURANT  ENTERPRISES 
SCHLEGEL 


PRIVATE  GROUP 

AMERICAN  CYANAMID 
CONSOLIDATED  FREIGHTWAYS 
CROWN  PACIFIC 

PACIFIC  DUNLOP 

TDK 

CHASE  MANHATTAN 

PRIVATE  GROUP 

GOLDER,  THOMA  S  CRESSEY 

GREAT  AMER.  MCMT.  S  INVEST. 

PRIVATE  CROUP 

CADBURY  SCHWEPPES 

PRIVATE  GROUP 

ARCO  CHEMICAL 

PNC  FINANCIAL 

TRICAL  RESOURCES 

WARNER  COMMUNICATIONS 

BICC 

ROYAL  TRUSTCO 
C-TEC 

lADD  FURNITURE 
RIESE  ORGANIZATION 
BTR 


235 

233 
230 
230 

228 

226 

225 

225 

222 

222 

220 

220 

220 

220 

218 

212 

21  1 

209 
206 
204 

203 
201 
200 


More  fiscal  legerdemain  as  a  chemical  remnant  of  the  old  Allied-Signal  is  takent, 
private  by  Henley's  Mike  Dingmon  and  Wheelabrator's  Paul  Montrone.  For  a 
related  transaction,  see  No.  58 

A  chemical  firm  bought  a  maker  of  vaccines 

A  trucker  bought  a  major  air  freight  operator 

A  privately  owned  timber  company  bought  most  of  the  popergoods  marketer's  i 
Washington  State  timberland 

A  health  care  company  peeling  off  nonmedical  operations  sold  its  industrial 
glove  division  to  an  Australian  firm 

A  Japanese  maker  of  magnetic  tape  bought  a  U.  S.  manufacturer  of  specialized 
integrated  circuits 

A  Michigan-based  bank-holding  company  sold  its  credit  card  business  to  the 
major  New  York  bonk 

Following  the  company's  sale  to  Pechiney  (see  No.  30),  a  group  led  by  Nelson 
Peltz  bought  back  the  Triangle  name  and  its  nonpockaging  businesses 

A  firm  of  takeover  specialists  outbid  the  chairman  as  well  as  DJS/lnverness  for 
control  of  this  Texas-based  insurer 

A  conglomerate  bought  an  industrial-products  maker  from  the  family  that 
owned  69%  of  it;  for  another  Great  American  deal,  see  No.  150 

f 

The  troubled  conglomerate  sold  its  steel  bor  operations  to  its  employees  in  on  ■ 
ESOP  deal 

The  giant  consumer  marketer  sold  its  Crush  soda  business  to  the  British  candy 
and  beverage  company;  for  other  P&G  deals,  see  Nos.  23  and  135 

A  group  led  by  its  management  bought  an  investment-banking  unit  from  the  big: 
Hartford-based  insurer  | 

The  big  chemical  company  sold  some  chemical  and  plastics  businesses  to 
another  chemical  maker 

A  Pittsburgh-based  banking  group,  ambitious  to  expand  info  Delaware, 
acquired  that  state's  second-largest  bank 

A  Canadian  oil  company  bought  an  energy  unit  from  the  mining  company  and 
assumed  its  name.  It's  now  Voyager  Energy 

Another  coble-TV  sell-off:  The  entertainment  conglomerate  that  later  merged 
with  Time  Inc.  bought  Ohio  coble  systems.  For  other  Centel  transactions,  see 
Nos.  119,  131,  163,  and  197;  for  other  Vv'orner  and  Time  deals,  see  Nos.  57, 
97,  163 

A  British  moker  of  communications  cable  bought  on  American  one  i 

A  Canadian  financial  services  firm  bought  a  Washington  savings  bank 

Yet  another  cabb  divestiture,  this  time  of  Michigan  operations  to  a 
Pennsylvania-based  telecommunications  and  cable-TV  company;  for  other  Cenfel. 
deals,  see  Nos.  1  19,  131,  163,  and  194  \ 

The  appliance  manufacturer  sold  off  six  furniture  units  acquired  in  its  Chicago  i 
Pacific  purchase;  for  that  deal,  see  No.  39 

The  former  W.  R.  Grace  restaurant  empire  sold  102  restaurants,  including  the 
Houlihan's  chain,  to  a  New  York-based  real  estate  and  fast-food  franchisee 

The  British  conglomerate  bought  a  U.  S.  maker  of  weather  seals  for  vehicles 
and  buildings;  for  another  BTR  deal,  see  No.  88 


;bet 
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"When  it's  'data  to  go,' 
we  order  UDS  modems" 


)day's  fast  food  business  is 
Iso  a  fast  data  business.  Sales 
nd  profit  figures,  inventory  con- 
ols,  expense  reporting,  wage 
nd  benefit  information,  tax 
omputations  and  other  essential 
ata  must  flow  quickly  and  re- 
ably  between  individual  stores 
nd  corporate  headquarters. 

hat's  why  the  implementation  of 
/endy's  new  corporate-wide 
atacomm  system  demanded  the 
tmost  in  modem  reliability.  And 


that's  why  Wendy's  chose  UDS 
as  their  modem  supplier. 

Wendy's  modems  of  choice  are 
the  UDS  Sync-Up'^  V.32  and 
Sync-Up  2/V.32.  They  connect 
Wendy's  remotely  sited  micro- 
computers with  the  corporate 
mainframe.  Collectively  they  give 
Wendy's  a  full-duplex,  9600  bps 
data  link  to  every  company  loca- 
tion, no  matter  how  remote.  UDS 
provides  maximum  reliability, 
ongoing  customer  support  and  a 
virtually  error  free  communica- 
tions environment. 


-Information  Systems  Group, 
Wendy's  International 


If  your  modem  requirements  are 
too  critical  for  compromises,  do 
as  Wendy's  has  done:  contact 
Universal  Data  Systems,  5000 
Bradford  Drive,  Huntsville,  AL 
35805-1993.  Phone  205/430-8000; 
FAX:  205/721-8926. 


M)  MOTOROLA 


!he  JO  la 
I  he  (rite 


§esl  deals  milialed  in  1989  but  still  pending,  or  completed  in  the  first  quarter  of  J  990. 
ria  for  inclusion  are  otheru  ise  identical  to  those  in  the  main  list  that  begins  on  page  j8 


SELLER 


BUYER 


PRICE 
SMIl 


COMMENTS 


12 


13 


WARNER  COMMUNICATIONS 
GREAT  NORTHERN  NEKOOSA 
LIN  BROADCASTING 
SAN  DIEGO  GAS  &  ELECTRIC 
JAGUAR 

PUB,  SVCE.  OF  NEW  HAMPSHIRE 
HOLIDAY 

CITIZENS  &  SOUTHERN 
COMBUSTION  ENGINEERING 
JACK  KENT  COOKE 

RJR  NABISCO 

PRIME  COMPUTER 
BARCLAYS 

BRITISH  PETROLEUM 

McCAW  CELLULAR  COMMON. 

ROCKEFELLER  CROUP 
FLORIDA  NATIONAL  BANKS 
LYPKOMED 

FIRST  PENNSYLVANIA 
UNIROYAl  GOODRICH  TIRE 


TIME  WARNER 

GEORGIA-PACIFIC 

McCAW  CELLULAR  COMMUN. 

SCECORP 

FORD  MOTOR 
NORTHEAST  UTILITIES 

BASS 

SOVRAN  FINANCIAL 
ASEA  BROWN  BOVERI 
PRIVATE  GROUP 

PRIVATE  GROUP 

J.  H.  WHITNEY 
PRIMERICA 
ORYX  ENERGY 
CONTEL 

MITSUBISHI  ESTATE 
FIRST  UNION 

FUJISAWA  PHARMACEUTICAL 
CORESTAIES  FINANCIAL 
MICHELIN 


12635 

3446 

3375 

2525 

2482 
2290 

2225 

21 18 
1547 
1500 

1475 

1350 

1350 

1310 

1300 

846 
821 
773 
731 
690 


The  two  media  giants  merged  empires,  avoiding  the  unwanted  attentions  of 
rival  Paramount;  the  deal  closed  Jan.  10 

The  forest-products  company's  tender  offer  in  October,  1989,  finally  succeeded 
in  landing  the  Connecticut-based  papermaker.  The  deal  closed  Mor.  8 

The  aggressive  cellular  phone  company  outbid  BellSouth  to  gain  control  of  a 
telecommunications  and  broadcasting  company.  The  deal  closed  Mar.  20 

Pending  for  a  second  year,  the  merger  of  these  two  Southern  California  utilities 
awaits  regulatory  approval 

The  big  auto  maker  bought  a  British  luxury  car  maker;  the  deal  closed  Feb.  28 

The  Connecticut-based  utility  expects  federal  approval  by  July  for  the  purchase 
of  the  bankrupt  New  England  utility 

The  hospitality  chain  sold  its  North  American  Holiday  Inns  to  the  British 
conglomerate;  the  deal  closed  Feb.  7 

Two  Southern  banks  agreed  to  merge.  New  name:  Avantor  Financial 

The  Swiss  engineers  bought  an  industrial  services  firm;  the  deal  closed  Jan.  30 

A  consortium  of  six  cable  operators,  including  TCI  and  InterAAedia,  is  buying  the 
cable-TV  operations  of  the  owner  of  the  Washington  Redskins 

A  group  led  by  management,  Japanese  foodmaker  Kikkoman,  and  Merrill  Lynch 
bought  Del  Monte's  processed  food  business  as  the  tobacco  and  food  giant 
sells  assets  to  pay  down  debt.  The  deal  closed  Jan.  10. 

The  venture  capital  firm  octed  as  white  knight  to  buy  the  minicomputer  maker, 
topping  an  offer  from  Bennett  LeBow's  MAI  Basic  Four;  the  deal  closed  Jan.  30 

Sandy  Weill's  financial-services  company  bought  a  British  bank's  U.  S. 
consumer-lending  business.  The  deal  closed  Mor.  1 

A  Texas  oil  company,  spun  off  from  Sun  in  1988,  bought  North  Sea  oil-ond-gos 
properties  from  the  British  oil  giant;  the  deal  closed  Jan.  3 

The  big  independent  telephone  compony  bought  cellular  properties  in  the  South 
from  a  major  cellular-phone  company;  the  deal  closed  Feb.  27. 

Japanese  developers  bought  51  %  of  the  company  that  owns  Rockefeller  Center 

Two  Southeastern  banks  merged;  the  deal  closed  Jan.  29 

A  Japanese  pharmaceutical  company  bought  a  troubled  U.  S.  drug  developer 
One  Pennsylvania  banking  group  bought  another  in  a  deal  that  closed  Mar.  5 
Sale  of  the  No.  2  U.  S.  tiremaker  to  the  French  tire  giant  awaits  federal  O.  K. 


DolO:  M&A  Database.  Mergers  &  Acquisitions,  Securilies  Dato  Co.,  IDD  Information  Services;  BW 
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iBS  HOLDINGS  136 

ADEIPHI&  COMMUNICATIONS  iji 

AETNA  lis 

AFFILIATED  PUBLICATIONS  u 
AIB  GROUP  116 
AICO  HEALTH  SERVICES  7i 
AMERACE  ISO 
AMERADA  HESS  36 
AMERICAN  BRANDS  90 
AMERICAN  CYANAMID  I79 
AMERICAN  EXPRESS  isi 
AMERICAN  GENERAL  49 
AMERICAN  HOME  PRODUCTS  12 
AMERICAN  INCOME  LIFE  INS.  186 
AMERICAN  MAGNETICS  132 
AMERICAN  MEDICAL  INTL.  16 
AMERICAN  TEL.  S  TEL.  17S 
ANCHOR  CLASS  CONTAINER  iss 
ANHEUSER-BUSCH  32 
APOLLO  COMPUTER  73 
ARCO  CHEMICAL  191 
ARMCO  117 
AUSSEDAT  REV  uo 
AVERY  173 

BANK  OF  DELAWARE  192 
BANK  OF  NEW  YORK  147 
BANKERS  TRUST*  7 
BANNER  INDUSTRIES  154.  158 
BECTON,  DICKINSON  182 
BEECHAM  GROUP  3 
BELL  &  HOWELL  139 
BELLSOUTH  53 
6ERGNER  (P.  A.)  86 

BICC  195 

BIG  BEAR  141 
BLACK  S,  DECKER  I3 
BLACKSTONE  CAPITAL*  67 
BLACKSTONE  GROUP*  35 
BLUE  CIRCLE  47 
BOND  INTL.  GOLD  108 
BOSTON  VENTURES*  95 
BORG-WARNER  122 
BRINIEC  195 
BRISTOL-MYERS  2 
BRITISH  TELECOMMUN.  115 
BROKEN  HILL  PROPRIETARY  102 
BSN  25 
BTR  88,  200 

BUDGET  RENT  A  CAR  129 
BURNDY  128 
CABLE  &  WIRELESS  164 
C-TEC  197 

CA8LEVISI0N  SYSTEMS  65 
CADBURY  SCHWEPPES  189 
CAMERON  IRON  WORKS  52 
CAMPEAU  91 
CARLYLE  GROUP*  145 
CARNIVAL  CRUISE  LINES  59 
CARSON  PIRIE  SCOTT  86 
CASTLi-HARLAN*  80 
CEMEX  47 

CENIEL  119,  131,  163,  194,  197 

CHAMPION  PRODUCTS  126 
CHAMPION  SPARK  PLUG  51 
CHASE  MANHATTAN  184 
CHEMICAL  BANKING  54 
CHICAGO  PACIFIC  39 
CHRYSLER  i,',7 

CHURCH'S  FRIED  CHICKEN  105 
CIGNA  81 


(IIYFED  FINANCIAL  177 
CITICORP*  79.  89 
CNW  35 
COLEMAN  55 

COLUMBIA  PICTURES  ENT.  9 
COMPUTER  ASSOCIATES  INTL.  i46 
CONISTON  PARTNERS*  26 
CONSOLIDATED  FREIGHTWAYS  I80 
CONSOLIDATED-BATHURST  15 
CONTROL  DATA  87 
COOPER  124 

COOPER  INDUSTRIES  51.  52 
COPELAND  (A.)  ENTERPRISES  105 
COURTAULDS  172 
CROWN  PACIFIC  181 

CSX  64 

CULLINET  SOFTWARE  146 
CVN  84 

DAI-ICHI  KANGYO  BANK  31 
DAMON  132 
DE  LA  RUE  109 

DEARMAS  PUBLISHING  GROUP  I37 
DFEI  109 

DILLON  REED*  no 
DJS/INVERNESS*  80 
DONALDSON  LUFKIN*  72.  76 
DOW  CHEMICAL  5 

DSM  168 

DU  PONT  100,  109 
EDICIONES  ANAVA  137 
ELDERS  IXL  135 
ELF  AOUITAINE  33 
EMERY  AIR  FREIGHT  18O 
EMHART  13 
ENTERPRISE  OIL  92 
ENVIRODVNE  INDUSTRIES  50 
ESCO  60 
EXXON  6 

FAIRCHILD  INDUSTRIES  154 
FARLEY  20 

FEDERAL  EXPRESS  45 
FGIC  96 

FIBER  INDUSTRIES  ii4 

FIRST  BOSTON*  40 

FIRST  FINANCIAL  MGMT.  171 

FIRST  MARYLAND  BANCORP  116 

FIRST  OF  AMERICA  BANK  174 

FIEET/NORSTAR  48 

FORD  MOTOR  10,  29,  129 

FORMICA  130 

FORT  HOWARD  70 

FRAMATOME  128 

FRANCAISE  DE  L'AFRIQUE  134 

FREEPORT-McMORAN  193 

FUQUA  INDUSTRIES  I7i 

GAF  27 

GENERAL  CINEMA  18 
GENERAL  ELECTRIC  96 
GENERAL  NUTRITION  107 
GIBBONS  GREEN*  34,  81,  129 
COLDER,  THOMA  &  CRESSEY  186 
GOODSON  NEWSPAPERS  152 
GORDON  JEWELRY  138 
CP  GROUP  95 
GRACE  (W.  R.)  134 
GRAND  METROPOLITAN  4,  89. 
GRAND  UNION  37 
GREAT  AMERICAN  MGMT.  150 
GTE  61 

GUBER-PETERS  ENT.  153 


156 


87 


HARCOURT  BRACE  JOVANOVICH  32 
HENKEL  82 

HENLEY  MANUFACTURING  178 
HEWLETT-PACKARD  73 
HILLSBOROUGH  HOLDINGS  125 
HITACHI  DATA  SYSTEMS  101 
HMSS  162 

HOLLAND  AMERICA  LINE  59 
HOLLY  FARMS  22 
HOLMAN  ENTERPRISES  99 
HONFED  BANK  177 
HORIZON  BANCORP  54 
HOSPITAL  CORP.  OF  AMERICA  8 
HOUSTON  INDUSTRIES  24 
ILLINOIS  CENTRAL  TRANS.  94 
INGERSOLL  PUBLICATIONS  iS3 
INTERCO  113.  169 
IBM  41 

INTERNATIONAL  PAPER  uo 
INTL.  SEMI-TECH  MICROELECT.  us 
lOPTEX  RESEARCH  176 

IRI  143 

ITEL  48 

JEFFERSON  SMURFII  19,  74 
JCPSON  187 
JERRICO  80 

JONES  INTERNATIONAL  119 
K  MART  123 

K-H  62 

KAWASAKI  STEEL  117 
KEMPER  142 

KOHLBERG  KRAVIS  ROBERTS*  1 
KRUEGER  (W.  A.)  120 
KYOCERA  166 
LAC  MINERALS  1O8 
LADD  FURNITURE  198 
LAWYERS  CO-OP.  PUB.  44 
THOMAS  H.  LEE  107 
LEND  LEASE  CARS  99 
LIGHTNET  112 
lOMAS  FINANCIAL  75 
LORAL  85 

LORIMAR  TELEPICTURES  57 

LTV  188 

LUMBERMENS  MUTUAL  142 
MacANDREWS  &  FORBES  55 
MACHINES  BULL  78 
MANUFACTURERS  HANOVER  31 
MARION  LABORATORIES  5 
MARK  IV  INDUSTRIES  I6I.  I68 
MARRIOTT  63 
MASCO  68 
MATRA  158 

MAXWELL  COMMUNICATION  159 
MAY  DEPARTMENT  STORES  76 
MAYTAG  39,  198 
MB  CROUP  136 

McCAW  CELLULAR  COMMUN.  u 
McDERMOTI  INTL.  U3 

McDonnell  douglas  115 

meritor  financial  group  29 

merrill  lynch  133 

merrill  lynch  capital*  75.  91 

michigan  national  184 

midlantic  147 

midwest  financial  174 

miller  ta6ak  hirsch*  37,  141 

minnetonka  1o6 

mobile  communications  53 

MOHASCO  79 


MORGAN  STANLEY*  19,  74 

NACCO  INDUSTRIES  60 

NATIONAL  SEMICONDUCTOR  101 

NATIONAL  WESTMINSTER  U9 

NATIONALE-NEDERLANDEN  90 

NCNB  46 

NESTLE  124 

NEW  YORK  TIMES  93 

NEWS  CORP.  43,  97 

NOXEIL  23 

NWA  7 

ODYSSEY  PARTNERS*  76 
OCILVY  CROUP  42 
OHIO  MATTRESS  34 
OLYMPIA  S  YORK  165 
PACE  MEMBERSHIP  WARE.  123 
PACIFIC  DUNLOP  I82 
PACIFIC  FIRST  FINANCIAL  196 
PACIFIC  RESOURCES  102 
PACIFICORP  17 

PANHANDLE  EASTERN  11.  40.  92 

PARADYNE  17S 

PARAMOUNT  COMMUN.  10 

PECHINEY  30 

PENH  CENTRAL  167 

PENNBANCORP  121 

PENNWALT  33 

PEPSICO  18  25 

PILLSBURY  4 

PNC  FINANCIAL  192 

POLLY  PECK  INTERNATIONAL  38 

PRAXIS  BIOLOGIES  179 

PRIMERICA  69 

PROCTER  S  GAMBLE  23,  135,  189 
PRODUCTS  RES,  S.  CHEM.  172 
PROSPECT  GROUP  94 
PRUDENTIAL  INSURANCE  133 
PUB.  SVCE.  ENTERPRISE  127 
QUANTUM  CHEMICAL  40.  82 
QVC  NETWORK  84 
RAMADA  66 

REED  INTERNATIONAL  43 
REPUBLIC  AMERICAN  167 
RESTAURANT  ENTERPRISES  199 
RIESE  ORGANIZATION  199 
RIKLIS  FAMILY  21 
RINGIER  120 
RJR  NABISCO  1,  38 
ROBINS  (A.  H.)  12 
ROCKWELL  INTERNATIONAL  88 
ROGERS  COMMUNICATIONS  24 
ROYAL  TRUSICO  196 
SALOMON  BROS.*  37,  50,  169 
SARA  LEE  126 

SBK  ENTERTAINMENT  WORLD  U4 
SCHERER  (R.  P.)  98 
SCHINDLER  HOLDING  77 
SCHLECEL  200 
SCOTT  PAPER  181 
SEAGATE  TECHNOLOGY  87 
SEARS,  ROEBUCK  145 
SECOM  162 
SHAKLEE  103 

SHEARSON  LEHMAN  BUTTON  98,  151 

SIEMENS  41 

SILICON  SYSTEMS  183 

SMITH  S  NEPHEW  176 

SMITHKLINE  BECKMAN  3 

SONY  9,  153 

SOUTHDOWN  127 


SPI  HOLDING  56 

SPX  160 

SQUIBB  2 
SSMC  148 

STONE  CONTAINER  is 
TAFT  (ABLE  PARTNERS  110 

TDK  183 

TELE  COMMUNICATIONS  28 
TEXACO  6,  83 
TEXAS  AIR  111 
TEXAS  EASTERN  11 
TEXAS  NATIONAL  BANK  46 
THERMADYNE  INDUSTRIES  72 
THORN  EMI  144 
THRIFTY  RENT-A-CAR  157 
TIGER  INTERNATIONAL  45 
TIME  163 
TIME  WARNER  97 
TJX  104 

TRANSCO  ENERGY  36,  64 
TRAVELERS  190 
TRIANGLE  INDUSTRIES  30,  185 
TRICAL  RESOURCES  193 
TRIZEC  165 

TRT  ENERGY  HOLDINGS  83 
TRUMP  ORGANIZATION  in 
TRW  122 
TW  SERVICES  26 
TYSON  FOODS  22 
ULTRA  BANCORP.  U9 
UNICORD  156 
UNILEVER  21,  106 
UNION  CARBIDE  191 
UNION  NATIONAL  121 
UNITECH  139 

UNITED  CABLE  TELEVISION  28 
UNITED  TELECOMMUN.  61,  164 
UNIVERSAL  FURNITURE  68 
US  SPRINT  COMMUNICATIONS  61 
UTAH  POWER  &  LIGHT  17 
VALEO  161 
VARITY  62 
VEBA  170 

VEECO  INSTRUMENTS  139 
VIACOM  65 
VICKERS  100 
VITRO  155 

WARNER  COMMUN.  57,  194 
WASSERSTEIN  PERELIA*  67 
WELLMAN  114 
WEST  POINT-PEPPEREII20 
WESTINCHOUSE  ELECTRIC  77 
WESTMARC  110 
WHEELABRATOR  CROUP  58 
WHEELABRATOR  TECHNOLOGIES  58 

WICKES  67,  166 

WILLIAMS  (A.  L.)  69 
WILLIAMS  COS.  112 
WOODBRIDGE  44 
WPP  GROUP  42 
YAMANOUCHI  PHARMA.  103 
ZALE  138 
ZAYRE  104 

ZENITH  ELECTRONICS  78 
ZURICH  INSURANCE  49 

Buyout  firm  or  invesfment  banker 

A  list  of  the  top  deals  announced 
in  1989  but  completed  in  1990  or 
still  pending  appears  on  page  60 
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Education  In  Georgia  Has  Always  Operated  On  The  Principle  That 
An  Effective  Work  Force  Needs  The  Right  Kind  Of  Thining. 


•  the  University  of  Georgia  Bulldogs  of 
95,  as  for  generations  of  students 
ore  them  and  since,  commitment  to  a 
j1  wasn't  something  found  only  on  the 
itball  field. 

rhe  University  itself  had  been  the  first 
;e-chartered  educational  institution  in  a 
vly  independent  nation,  its  founding  in 
85  having  predated  even  the  framing  of 
Constitution.  I_aw  and  medicine,  sci- 
re and  business  administration,  technol- 
1  and  vocational  training  had  long  since 
;ome  part  of  the  state's  academic  fabnc. 
^d,  all  over  Georgia,  students  were 
erging  from  college  and  uni\  rrsit\'  class- 


rooms anmed  with  the  necessary  skills  to 
tackle  the  world. 

Today  that  same  kind  of  commitment  still 
permeates  Georgia's  educational  system  at 
every  level.  From  the  most  comprehensive 
educational  refomi  package  in  U.S.  history, 
unanimously  passed  by  the  Legislature  in 
1985,  to  a  university  system  with  a  world- 
wide reputation  for  pioneering  research  and 
development. 

Add  our  innovative  Quick  Start  program, 
designed  to  pro\'ide  your  new  employees 
with  free,  job-specific  training  before  you 
even  open  your  doors,  and  it's  not  surpris- 
ing that  prodii(1i\it\'  rales  for  Georgia  work- 


ers are  well  above  the  national  average.  In  fact, 
it  might  be  more  surpnsing  if  they  weren't. 

just  wnte  on  your  letterhead  or  send  your 
business  card  to  john  Boothby,  Georgia 
Department  of  Industry,  Trade  &  Tourism, 
Dept.lNW,  P.O.  Box  1776,  Atlanta,  GA 
30301 .  a  call  us  at  404-656-9306.  And 
learn  more  about  Georgia's  trained  work 
force. 

You'll  find  thai  we're  still  turning  out  grad- 
uates who  know  how  to  ain  with  the  ball. 

GEORGIA 

The  State  of  Business  Today 


At  Mazda,  we  believe  a  family  car 
should  be  more  like  one  of  the  family 
than  just  mere  transportation. 

That's  why  we  designed  our  626  to 

CRADLE  YOUR  FAMILY  IN  COMFORT.  It  HAS 
AMPLE  ROOM  FOR  FIVE,  PLUS  AN  INTERIOR 
THAT  INVITES  YOU  TO  COME  IN  AND  RELAX. 


And  BECAUSE  the  advanced,  FUEL 
INJECTED  2.2-LITRE  ENGINE  AND  SUPERBl^  \ 
BALANCED  SUSPENSION  GIVE  YOU  EXCEP-  : 
TIONAL  POWER  AND  CONTROL,  YOu'lL'  ^ 
FEEL  A  NEW  SENSE  OF  CONFIDENCE  ON  TF 
ROAD.  A  SENSE  OF  CONFIDENCE  YOU'lL 
APPRECIATE,  ESPECIALLY  WHEN  YOU'rI 


>R.  IT'S  Family. 


lYING  PRECIOUS  CARGO  —  LIKE  CHILDREN. 

All  THIS  IS  the  result  of  "Kansei 

INEERING,"  WHICH  IS  THE  MaZDA  DESIGN 
::EPT  BASED  ON  HUMAN  FEELINGS.  A 

cept  best  appreciated  by  spending 
i  time  in  this  unique  family  sedan. 
Come  see  the  Mazda  626.  Better 


YET,  bring  the  WHOLE  FAMILY.  ThAT  WAY, 

they'll  think  they  had  a  part  in  your 
DECISION.  For  more  information  call 
this  toll-free  number:  1-800-424-0202. 


It  Just  Feels  Right; 


The  Undervalued 
Two  Hundred 


N 


0  one  ever  said  value  investing  was  easy.  Instead  of  anteing  up  for  popular  blue  chips, 
value-oriented  investors  bet  against  the  pack  and  buy  out-of- favor  bargain  specials.  Ofl 
course,  the  value  crov^'d  has  to  work  hard  at  avoiding  stocks  that  trade  at  a  discount  for  good  reason, 
such  as  a  crippling  debt  load  that  may  push  the  company  into  bankruptcy.  If  you  keep  that  caveat  in  | 

that  could  be  poised  for  a  down  turn.  For  example,  Asarco 


mind,  BUSINESS  week's  roster  of  200  under\-alued  stocks 
(tables,  page  68)  is  a  good  place  to  start  the  hunt  for  discount 
securities.  Some  1,500  of  America's  largest  corporations  are 
screened  by  a  computer  formula  that  calculates  the  ratio  of 
market  value  to  book  value  (defined  as  assets  less  liabilities 
and  the  par  value  of  preferred  stock).  To  adjust  for  variations 
in  investor  interest  in  different  industries,  each  company's 
ratio  is  compared  with  the  average  for  its  industr\\  Companies 
then  are  assigned  a  "value  index"  that  reflects  the  difference 
between  each  company's  ratio  and  its  industr\''s  norm 
Those  with  the  highest  values  make  the  cut. 

Over  the  past  five  years,  the  list  has  pro- 
duced a  handsome  crop  of  winners.  MCI. 
BankAmerica,  and  Texaco  all  took  off 
and  soared  out  of  the  Under\-alued 
200.  And  the  takeover  binge  of  the 
1980s  boosted  the  stocks  of  some  90 
companies  when  they  were  acquired  or  taken  private. 

But  investor  beware.  Many  Unden-alued  200  companies  can 
be  bought  for  a  song  because  that's  all  they're  worth.  Over- 
leverage  landed  many  companies  on  the  list,  leaving  their 
stock  in  the  doldrums  and  making  recoverv^  a  long  shot.  Take 
Amdura.  On  Apr.  2,  this  Denver  automotive  and  hardware 
distributor  said  that  its  unmanageable  debt  load  has  forced  it 
into  Chapter  11.  The  problems  of  Ambase,  U.  S.  Home, 
Circle  K,  and  American  Medical  International  are  not  as  dire, 
but  all  are  struggling  under  painful  amounts  of  debt.  And  two 
troubled  financial  companies,  Columbia  Savings  &  Loan  Assn. 
and  First  Executive  Corp.,  were  stuck  with  huge  portfolios  of 
junk  bonds  when  that  market  cratered. 

Other  Undervalued  200  companies  have  a  healthy  balance 
sheet  but  are  cheap  because  they  are  in  cyclical  businesses 


Inc.,  a  copper  producer,  is  suffering  from  the  expectation  that 
copper  prices  will  plummet.  Others,  like  the  many  defense 
electronics  and  aerospace  stocks,  are  this  year's  out-of-favor 
group.  With  defense  cuts  looming,  companies  such  as  Logicon, 
M/A-Com.  UNC,  and  Grumman,  all  producers  of  defense- 
related  systems,  are  feeling  the  pinch. 


WATCH  THE 
C.\  N  T 


■ W ALLFLO WERS  ' 
FIND  A  MERGER 


THAT 
PARTNER 


But  there  is  gold  in  the  hills.  Contrarians  are 
bullish  on  a  select  few  of  the  Under\-alued 
200.  Block  Drug  Co.,  a  maker  of  over- 
the-counter  health  and  beaut\-  aids  such 
as  Tegrin  shampoo  and  Poli-Grip,  is  a 
favorite  of  Scott  Black,  president  of 
L'elpiii  -Management  Inc.,  a  Boston  money  management  firm. 
His  reasons:  consistent  earnings  growth,  good  consumer  fran- 
chises, plus  a  well-managed,  family  run  operation.  Why  is  the 
stock  unden-'alued?  Because  it's  unlikely  takeover  bait:  Block 
Drug's  voting  stock  is  closely  held,  and  its  publicly  traded 
stock  is  nonvoting. 

Commtron,  the  largest  distributor  of  movies  on  videocas- 
settes,  is  another  choice.  A  lull  in  blockbuster  movies  moved 
Commtron's  stock  down  to  its  current  TVi,  down  from  10  last 
September.  Black  thinks  a  strong  calendar  of  new  movie  re- 
leases could  fuel  a  turnaround.  "It's  a  poor  man's  play  on  the 
movie  industrv',"  he  says. 

Then  there  are  the  companies  that  haven't  managed  a  suc- 
cessful acquisition  and  have  become  smaller,  lonelier  players 
in  the  rapidly  consolidating  ^  
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niim^TlONS  BY  C\THIE  BLH 


THE  UNDERVALUED: 
A  FIVE-YEAR  RECORD 


THESE  COMPANIES 
GREW  MOST  IN  VALUE 


COMPANY 


FIRST 
YEAR 
ON  LIST 


GAIN  IN 
MARKET  VALUE 
i  MILLIONS 


TEXACO 

MCI  COMMUNICATIONS 
DEERE 

CAPITAL  CITIES/ABC 

BANKAMERICA 

ARCHER  DANIELS  MIDLAND 

AMERADA  HESS 

STERLING  DRUG 

ENTERGY 

VIACOM 

SPERRY 

CMS  ENERGY 


1986 
1987 
1987 
1987 
1986 
1987 
1986 
1987 
1986 
1986 
1986 
1986 


$8,856 
6,584 

3,561 
3,542 
3,415 
2,449 
2,277 
1,942 
1,790 
1,790 
1,754 
1,675 


WHILE  THESE  COMPANIES 
LOST  THE  MOST 


COMPANY 

FIRST 
YEAR 
ON  LIST 

DROP  IN 
MARKET  VALUE 
$  MILLIONS 

SEARS,  ROEBUCK 

1989 

$1,845 

CIGNA 

1986 

1,390 

GM  HUGHES  ELECTRONICS 

1989 

1,320 

INTERCO 

1987 

1,220 

HARCOURT  BRACE 

1987 

1,125 

McDonnell  douglas 

1987 

955 

UNION  carbide 

1986 

879 

HERCULES 

1988 

848 

MCORP 

1986 

805 

republicbank 

1987 

628 

MERRILL  LYNCH 

1989 

541 

WANG  LABORATORIES 

1989 

504 

THE  MERGER  ACTION 
ON  THE  LISTS 


Since  the)'  first  ap 
companies  mergt 


ared  on  an  Vndervalued  list,  these 
were  taken  over,  or  went  private 


AMETEK 

HARPER  S  ROW 

ANDERSON,  CLAYTON 

KAISER  CEMENT 

BEST  PRODUCTS 

KAISERTECH 

BRINIEC 

KENNER  PARKER  TOYS 

BURLINGTON  INDUSTRIES 

KIDDE 

6URNDY 

MOORE  McCORMACK 

CARSON  PIRIE  SCOTT 

MURRAY  OHIO 

CHAMPION  SPARK  PLUG 

NORTH  AMERICAN  PHILIPS 

CHICAGO  PACIFIC 

PARADYNE 

CHICAGO  PNEUMATIC 

PUROLATOR  COURIER 

CONVERGENT 

SCHERER  (R.  P.) 

COLT  INDUSTRIES 

SEA-LAND 

COLUMBIA  PICTURES 

SHAKLEE 

EL  TORITO 

SPERRY 

DALLAS 

STERLING  DRUG 

FISHER  SCIENTIFIC 

TGI  FRIDAY'S 

FOODMAKER 

WEST  POINT  PEPPERELL 

GENERAL  NUTRITION 

WICKES 

GORDON  JEWELRY 

WYSE  TECHNOLOGY 

GOULD 

XIDEX 

GROLIER 

ZALE 

DATA:  STANDARD  &  POOR  S 


COMPUSTAT  SERVICES  INC. 


pharmaceutical,  airline,  and  media  in- 
dustries. Pfizer,  USAir,  CBS,  and  Para- 
mount Communications  "are  the  wall- 
flowers," says  Thomas  Mitchell,  a 
partner  in  Weiss,  Peck  &  Greer.  CBS  is 
down  from  200  last  September  to  175 1/2, 
and  Paramount  dipped  16^'f  in  the  past 
three  months.  Moreover,  both  are  per- 
ceived as  potential  acquirers  that  might 
leverage  up  and  dilute  their  stock. 

Yet  that's  exactly  why  CBS  and  Par- 
amount have  some  supporters  on  Wall 
Street:  Both  have  cash  hoards.  CBS's 
lagging  TV  ratings  have  depressed  its 
earnings,  but  it  has  $2.4  billion  in  cash. 
And  Paramount's  sale  of  its  finance 
unit  to  Ford  netted  about  $2.6  billion 
aftertax,  estimates  Peter  P.  Appert,  a 
C.  J.  Lawrence  &  Grenfell  analyst. 

EVEN  A  REAL-EST.UE 
TURNAROUND  IS  POSSIBLE 

Also  sitting  on  lots  of  cash  is  the  Dart 
Group,  a  company  controlled  by  the  raid- 
ing Haft  family.  They  got  rich  making 
unsuccessful  runs  at  the  likes  of 
Safeway  Stores  Inc.  and  Supermarkets 
General  Corp.  in  the  mid-1980s.  Dart 
could  benefit  from  the  retail  upheaval 
by  acquiring  distressed  companies. 

If  you  think  real  estate  is  poised  for  a 
rebound,  consider  Grubb  &  Ellis  Co.,  a 
residential  and  commercial  real  estate 
broker  and  manager.  The  stock  dived 
from  12%  a  share  in  1985  to  the  current 
4V2,  on  the  woes  of  the  Texas  real  estate 
market  and  the  impact  of  tax  reform  on 
real  estate  shelters.  But  a  turnaround  is 
possible  if  real  estate  itself  turns  around 
and  Grubb  &  Ellis  gets  a  major  contract 
to  help  the  bank  regulators'  Resolution 
Trust  Corp.  dispose  of  $100  billion  in 
distressed  real  e,-.Uite  inherited  from 
busted  thrifts.  So  despite  the  land  mines, 
intrepid  investors,  tak*'  heart. 

By  Leah  J.  Nathi  ns  in  New  York 


COMPAhi 

MARKF 
VALUE 
$  MIL 

MARKET 
VALUE 

AS  %  OF 
BOOK 

VALUE 
INDEX 

P-E 
RATIO 

INDUSTRY 

1 

DOSKOCIL 

8 

14 

9.57 

3 

Food  processing 

2 

M.  D.  C.  HOLDINGS 

16 

9 

9.52 

NM 

Real  estate 

3 

COLUMBIA  SAVINGS  &  LOAN 

18 

4 

9.41 

NM 

Scvings  &  loan 

4 

DATAPOINT 

24 

20 

9.37 

MM 

Software  &  services 

5 

CROSSIAND  SAVINGS 

31 

5 

9.33 

NM 

Savings  &  ioan 

6 

S.  E.  NICHOLS 

6 

19 

9.26 

NM 

Retailing 

7 

CIRCLE  K 

104 

38 

9.23 

NM 

Food  retailing 

8 

NORTHEAST  SAVINGS 

20 

7 

8.96 

NM 

Savings  &  loan 

9 

MAGMA  COPPER 

136 

30 

8.88 

3 

Nonferrous  metals 

10 

NORTEK 

52 

23 

8.80 

NM 

Appliances 

1 1 

GENERAL  DEVELOPMENT 

49 

24 

8.73 

4 

Real  estate 

12 

FIRST  EXECUTIVE 

255 

18 

8.54 

10 

Insurance 

13 

HEALTHCO  INTERNATIONAL 

100 

65 

8.53 

1  1 

Medical  products 

14 

NORTH  AMERICAN  VENTURES 

16 

35 

8.53 

NM 

Misc.  services 

15 

ALLIED  PRODUCTS 

35 

29 

8.52 

NM 

Special  machinery 

16 

FARWEST  FINANCIAL 

17 

10 

8.50 

NM 

Savings  &  loan 

17 

AUDIOVOX 

23 

36 

8.47 

NM 

Industrial  distribution 

18 

ADOLPH  COORS 

665 

62 

8.41 

50 

Beverages 

19 

ARROW  ELECTRONICS 

56 

38 

8.38 

NM 

Industrial  distribution 

20 

SPRAGUE  TECHNOLOGIES 

100 

34 

8.32 

NM 

Semiconductors 

21 

U.  S.  HOME 

61 

33 

8.23 

NM 

Real  estate 

22 

STANDARD  COMMERCIAL 

83 

62 

8.18 

NM 

Tobacco 

23 

LONE  STAR  INDUSTRIES 

271 

44 

8.05 

9 

Building  materials 

24 

VILLAGE  SUPER  MARKET 

48 

98 

8.00 

1  1 

Food  retailing 

25 

DOUGLAS  &  LOMASON 

24 

57 

7.94 

NM 

General  mfg. 

26 

THORN  APPLE  VALLEY 

19 

68 

7.89 

14 

Food  processing 

27 

AMERICAN  SAVINGS  BANK 

26 

15 

7.84 

NM 

Savings  &  loan 

28 

AMBASE 

281 

26 

7.83 

3 

Insurance 

29 

GM  HUGHES  ELECTRONICS 

1949 

25 

7.83 

1 1 

Electronics 

30 

UNC 

70 

51 

7.83 

NM 

Misc.  services 
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Workdholism 
Runs  In  Our  Family. 


To  become  a  member  of  the  award -winning  Konica  family,  call  the  number  above. 
Konica  Copiers  and  Fax.  They  just  work  all  the  time. 

©  1990  Konica  Business  Machines  U.S.A.,  inc.  COPIERS'FAX 


Monica 


a. 


Not  that  we^re  complaining. 

But  Microcom^  the  company  that  creates  sophisticated 
computer  workstation  connectivity  products  keeps  coming  back 
for  more. 

For  example^  the  products  that  they^re  designing  now  need  to 
work  with  ISDN^  the  high-speed  digital  network  of  the  future. 

In  the  spirit  of  partnership^  we  showed  Microcom  what  the 
future  will  look  like^  by  installing  one  of  the  first  ISDN  networks  in 
their  office. 

But  providing  Microcom  with  tomorrow's  technology  isn't  all 
we  do  for  them.  Recently  we  installed  a  new  corporate  telephone  sys- 
tem along  with  call  accounting  software  from  Telco  Research.  And  the 


I  1990  NYNEX  Corporation. 


iyne: 


3r  Microcom 
inished. 


YNEX'' Business  Centers  satisfied  their  personal  computer  needs. 

The  NYNEX  family  of  companies  would  like  to  work  with 
ou.  We  offer  you  everything  from  computer  networks  and  software  to 
le  advanced  services  of  New  England  Telephone^  New  York  Telephone^ 
elco  Research  and  the  other  NYNEX  companies.  Call  us  at 
800  535-1535. 

We  can  provide  you  with  the  common  thread  that  meets  all 
our  information  needs. 

Need  to  communicate? Need  to  compute?  The  answer  is 

NYNEX^ 


Only  one 
contractor 

in  100 
is  quaMed 
to  provide 

LINC 
Service, 
so... 


31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 


COMPANY 


AMERICAN  MEDICAL  INTERNATIONAL 
CHAMPION  ENTERPRISES 
DAIRY  MART 
JAMESWAY 

AMES  DEPARTMENT  STORES 
FAIRFIELD  COMMUNITIES 
COMPUTER  FACTORY 
GENICOM 

FOODARAMA  SUPERMARKETS 
WOLVERINE  WORLD  WIDE 
CHRIS-CRAFT  INDUSTRIES 
ROSE'S  STORES 
AMERICAN  MAIZE-PRODUCTS 
IRONSTONE  GROUP 
MARCADE  GROUP 
TOWN  &  COUNTRY 
REXENE 

NATIONAL  INTERGROUP 

AMERICAN  CAPITAL 

CHILD  WORLD 

LONE  STAR  TECHNOLOGIES 

AMDURA 

HIGHLAND  SUPERSTORES 
OSHMAN'S  SPORTING  GOODS 
ASSET  INVESTORS 
RUSS  TOGS 

GREENMAN  BROTHERS 

GENERAL  CINEMA 

RECOGNITION  EQUIPMENT 

OWENS  &  MINOR 

CULBRO 

DART  GROUP 

JG  INDUSTRIES 

SEAWAY  FOOD  TOWN 

AMCAST  INDUSTRIAL 

INGLES  MARKETS 

LIONEL 

BALLY  MFG. 

MICROAMERICA 

WENDY'S  INTERNATIONAL 

PRIME  MOTOR  INNS 

FISCHBACH  -C 

EQUITABLE  OF  IOWA 


MARkEI 
VALUE 
$  MIL 

MARKET 
VALUE 

AS  %  OF 
BOOK 

VALUE 
INDEX 

P-E 
RATIO 

INDUSTRY  , 

345 

47 

7.82 

NM 

HeaUh  services 

13 

41 

7.81 

NM 

Real  estate 

33 

107 

7.80 

NM 

Food  retailing 

'! : !« 

72 

56 

7.80 

15 

Retailing 

T  «(l 

239 

56 

7.80 

NM 

Retailing 

1  lilll 

45 

41 

7.79 

32 

Real  estate 

49 

54 

7.78 

43 

Business  services 

ill 

20 

37 

7.72 

NM 

Computers 

)i : 

35 

114 

7.68 

30 

Food  retailing 

rlliii 

72 

64 

7.67 

10 

Apparel 

f.m- 

817 

1 14 

7.66 

2 

Broadcasting 

a  \  mill 

118 

59 

7.66 

14 

Retailing 

u :  mi! 

122 

77 

7.63 

10 

Food  processing 

<i  n-[ 

8 

54 

7.62 

NM 

Building  materials 

f ;  lUIH 

37 

67 

7.59 

12 

Apparel 

!i  lilK 

56 

66 

7.59 

15 

General  mfg. 

J!  Jill 

77 

46 

7.58 

8 

Chemicals 

X  \  nil 

359 

53 

7.55 

NM 

Conglomerates  i 

!i :  Mi 

9 

17 

7.53 

NM 

Savings  &  loan 

!;  (liil 

123 

64 

7.49 

15 

Retailing  ' 

ru. 

93 

31 

7.45 

NM 

Steel 

«  Hi 

34 

59 

7.39 

NA 

Building  materials 

64 

51 

7.38 

NM 

Appliances 

%  \  vm 

52 

67 

7.37 

35 

Retailing  ; 

n :  Will 

102 

49 

7.34 

5 

Real  estate 

!!  ■  (fl! 

75 

74 

7.33 

205 

Apparel  j 

»  ;  ihit 

30 

68 

7.31 

14 

Retailing 

t  \  W) 

1638 

106 

7.30 

20 

Beverages 

*l :  llill 

64 

88 

7.22 

NM 

Software  &  services 

»! :  (in! 

96 

123 

7.22 

38 

Medical  products 

:  \m 

1 18 

95 

7.21 

106 

Tobacco 

« ■  mil 

160 

62 

7.16 

14 

Conglomerates  ] 

)! :  ill 

10 

55 

7.15 

NM 

Appliances 

«i :  ill! 

46 

1 40 

7  1  A 
1.14 

1 5 

Food  retailing  | 

T  :  mill 

68 

79 

7.12 

1 1 

General  mfg.  1 

176 

142 

7.10 

1 1 

Food  retailing  j 

54 

74 

7.10 

36 

Retailing 

«:  WW 

344 

57 

7.07 

19 

Other  leisure 

'  m\ 

76 

93 

7.05 

14 

Software  &  services 

sitl( 

386 

90 

7.04 

16 

Eating  places 

Silt 

442 

90 

7.03 

6 

Hotel  &  motel 

m 

37 

82 

7.02 

NM 

Engineering  J 

i; :  iiiii 

197 

76 

7.01 

7 

Retailing/Insurance  1 

1'  imii 
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COMPANY 

MARKET 
VALUE 
%  Mil 

MARKET 
VALUE 

AS  %  OF 
BOOK 

VALUE 
INDEX 

P-E 
RATIO 

INDUSTRY 

4 

CASEY'S  GENERAL  STORES 

113 

147 

7.00 

17 

Food  retailing 

5 

COMMUNICATIONS  SATELLITE 

665 

112 

6.98 

1 1 

Telecommunications 

6 

SCHUITZ  SAV-0  STORES 

46 

148 

6.98 

14 

Food  retailing 

7 

SENECA  FOODS 

72 

100 

6.92 

14 

Food  processing 

8 

SEABOARD 

189 

100 

6.91 

8 

Food  processing 

9 

COCA-COLA  BOTTLING 

211 

124 

6.85 

NM 

Beverages 

0 

A.  0.  SMITH 

126 

44 

6.85 

NM 

Auto  parts 

1 

HEXCEl 

115 

87 

6.84 

31 

General  mfg. 

2 

BELL  INDUSTRIES 

85 

75 

6.83 

15 

Industrial  distribution 

3 

COCA-COLA  ENTERPRISES 

1923 

125 

6.83 

36 

Beverages 

4 

NATIONAL-STANDARD 

25 

39 

6.82 

NM 

Steel 

5 

HORIZON  INDUSTRIES 

28 

50 

6.80 

10 

Textiles 

6 

M/A-COM 

111 

1 19 

6.79 

NM 

Telecommunications 

7 

HARTMARX 

322 

90 

6.76 

19 

Apparel 

8 

ASARCO 

1245 

88 

6.76 

5 

Nonferrous  metols 

9 

GUY  F.  ATKINSON 

128 

90 

6.75 

NM 

Engineering 

0 

DATA  GENERAL 

273 

52 

6.73 

NM 

Computers 

1 

MINE  SAFETY  APPLIANCES 

343 

146 

6.71 

13 

Medical  products 

2 

PRESTON 

59 

51 

6.71 

NM 

Trucking 

3 

H.  H.  ROBERTSON 

63 

91 

6.71 

15 

General  mfg< 

4 

TREDEGAR  INDUSTRIES 

168 

91 

6.71 

NA 

General  mfg. 

5 

CYPRUS  MINERALS 

1036 

90 

6.70 

4 

Nonferrous  metals 

6 

CONSOLIDATED  STORES 

125 

84 

6.69 

1  1 

Retailing 

7 

INSTRUMENT  SYSTEMS 

45 

92 

6.66 

10 

General  mfg< 

8 

CF&i  STEEL 

24 

41 

6.65 

NM 

Steel 

9 

AMERICAN  STORES 

1930 

167 

6.58 

24 

Food  retailing 

0 

RUDDICK 

264 

167 

6.58 

13 

Food  retailing 

1 

NOLAND 

76 

79 

6.52 

1 5 

Building  materials 

2 

PAINEWEBBER  GROUP 

424 

65 

6.52 

16 

Financial  services 

3 

SUMMIT  HEALTH 

53 

75 

6.51 

NM 

Health  services 

4 

DATAPRODUCTS 

99 

56 

6.50 

NM 

Computers 

5 

HENLEY  GROUP 

690 

49 

6.50 

NM 

Instruments 

6 

GRACE  ENERGY 

577 

105 

6.49 

24 

Petroleum  services 

7 

AMOSKEAG 

78 

55 

6.48 

1 1 

Textiles 

8 

BEVERLY  ENTERPRISES 

270 

75 

6.48 

NM 

Health  services 

9 

UNIVERSAL  HEALTH  SERVICES 

122 

75 

6.47 

14 

Health  services 

0 

INSPIRATION  RESOURCES 

422 

96 

6.46 

16 

Nonferrous  metals 

1 

MOORE  MEDICAL 

19 

88 

6.45 

NM 

Drug  distribution 

2 

LOGICON 

82 

112 

6.45 

9 

Software  &  services 

3 

MERRILL  LYNCH 

2352 

66 

6.44 

NM 

Financial  services 

4 

COMMTRON 

59 

103 

6.44 

8 

Entertainment 

5 

CULLEN/FROST  BANKERS 

78 

44 

6.44 

29 

Banks 

6 

ZENITH  ELECTRONICS 

244 

57 

6.42 

NM 

Computers 

Think  LINC. 

When  you  need  cost  effec- 
tive, professional  building 
heating  and  air  conditioning 
system  service  that  only  a 
select  few  contractors  can 
offer,  you  need  LINC  Semce® 

Your  LINC  Service®  con- 
tractor is  highly  reputable  and 
capable  of  providing  total 
system  service.  You  might  ex- 
pect that.  What  you  might  not 
expect  are  the  benefits  you 
receive  from  the  unique  capa- 
bilities that  set  LINC  Service® 
contractor  apart  from  99%  of 
all  heating  and  ah'  conditioning 
service  contractors. 

Like  being  part  of  a  large 
uiternational  network  of  LINC 
Service®  Contractors  with 
access  to  on-going  technical 
and  management  training, 
computerized  maintenance 
planning  and  scheduUng,  con- 
tinuous operational  methods 
updates,  complete  technical 
data,  volume  purchasing 
power,  and  systematic  cost 
control. 

All  of  which  means  that,  as 
a  LINC  Senlce®  customer,  you 
save  time  and  money.  And 
your  building's  heating  and  air 
conditioning  system  gets  the 
service  it  needs  to  mn  reliably, 
efficiently  and  affordably. 

So  put  the  odds  in  your  favor 
and  THINK  LINC®  today. 

For  the  name  of  the  LINC 
Service®  contractor  nearest 
you,  call 

800-638-2000 

(In  Maryland,  800-831-4300) 
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EVEN  BACK  THENrOmTRUCIijt 
MADETHECOMPmnONABIT  I 

NERVOUSm  In  1907,whenyou  couldpass  500  horses  on  aroa(  Ta 
before  ever  seeing  a  motor  vehicle,  we  built  our  first  International  tnii  jta 
.  Since  then,  we've  been  concentrating  on  a  single  idea:  Making  truj  kita 
even  better  for  the  people  wtio  use  them.  '  con 


As  a  result,  no  other  truck  company  in  the  industry  has  introduced 
e  significant  improvements. 
And  frankly,  we  plan  to  keep  it  that  way 

Today  Navistar  is  the  leading  manufacturer  of  medium  and  heavy- 
/  trucks  in  North  America.  And  just  what  will  we  do  next  to  improve 
International  brand  of  trucks  still  further?    ||#i|#f  MU  A 
competitors  can  only  wait  nervously.  llErilrf dirlff ^ 


FREE. 

The  Romac  Report  — 
1990  Kdition 


and  look 

what's 

inside! 


Contents: 

I  Salaries: 
Banking  Salaries 
Accounting  Salaries 
Data  Processing  Salaries 
I  Profile  to  the  Year  2000 
The  Cost  of  Hiring  .  .  . 
Top  10  Job  Hunting  Errors  I 
Incentives,  Perks.  .  . 
I  Cost  of  Living 
Best  Cities  for  Kids 
Renter  Sticker  Shock 


The  Romac  Report  —  1990 
Edition  focuses  on  salary  informa- 
tion for  accounting,  finance,  bank- 
ing and  data  processing  profes- 
sionals. 

To  receive  your  FREE  copy, 
call  the  ROMAC  office  nearest 
you  [see  the  white  pages  of  your 
phone  directory]. 


Prime  franchise  locations  available.  For  information, 
call  Jerry  Giguere  at  1-800-341-0263. 


PRESERVATION 

PLAN  ON  IT 


Planning  on  restoring 
a  house,  saving  a 
landmark,  reviving 
your  neighborhood? 

Gain  a  wealth  of 
experience  and  help 
preserve  our  historic 
and  architectural 
heritage,  loin  the 
National  Trust  for 
Historic  Preservation 
and  support 
preservation  efforts  in 
your  community. 
Make  preservation  a 
blueprint  for  the  future. 

Write. 

National  Trust 
for  Historic  Preservation 

Department  PA 
1785  Massachusetts  Ave.,  N.W 
Washington,  D  C  20036 


COMPANY 

MARKET 
VALUE 
$  MIL 

ADb'CT 
IVlAKKt  1 

VALUE 
AS  %  OF 
BOOK 

VALUE 
INDEX 

P-E 
RATIO 

INDUSIRV 

117 

PITT-DES  MOINES 

76 

98 

6.42 

15 

General  mfg. 

118 

OXFORD  INDUSTRIES 

111 

99 

6.42 

11 

Apparel 

119 

KELLWOOD 

203 

100 

6.40 

7 

Apparel 

120 

PHM 

196 

67 

6.39 

4 

Real  estate 

121 

VOIT  INFORMATION  SCIENCES 

79 

85 

6.39 

15 

Misc.  services 

122 

HEIENE  CURTIS  INDUSTRIES 

206 

145 

6.35 

13 

Personal  care 

123 

MIX 

29 

86 

6.34 

84 

Industrial  distribution 

124 

COACHMEN  INDUSTRIES 

52 

71 

6.34 

NM 

Other  leisure 

125 

STEPAN 

103 

146 

6.34 

13 

Personal  care 

126 

SPS  TECHNOLOGIES 

174 

101 

6.33 

1 1 

General  mfg. 

127 

HUGHES  SUPPLY 

79 

83 

6.33 

9 

Building  materials 

128 

WYMAN-GORDON 

250 

102 

6.31 

NM 

General  mfg. 

129 

CRYSTAL  BRANDS 

244 

102 

6.30 

9 

Apparel 

130 

CBS 

4301 

182 

6,26 

16 

Broadcasting 

131 

OUTBOARD  MARINE 

473 

74 

6.23 

98 

Other  leisure 

132 

UNIVERSAL 

536 

129 

6.22 

11 

Tobacco 

133 

WESTMARK  INTERNATIONAL 

452 

168 

6.21 

25 

Medical  products 

134 

WYNN'S  INTERNATIONAL 

74 

86 

6.20 

10 

Building  materials 

135 

PUBLIC  SERVICE  CO.  OF  NEW  HAMP. 

148 

48 

6.19 

NM 

Electric  utilities 

136 

HADSON 

99 

74 

6.17 

NM 

Oil  &  gas 

137 

NATIONAL  EDUCATION 

170 

91 

6.17 

NM 

Misc.  services 

138 

TALLEY  INDUSTRIES 

87 

57 

6.16 

5 

Aerospace 

139 

FIRST  CAPITAL  HOLDINGS 

172 

47 

6.15 

3 

Insurance 

140 

ECOLAB 

678 

154 

6.13 

246 

Personal  core 

141 

GAYIORD  CONTAINER 

1 13 

63 

6.10 

4 

Paper  containers 

142 

PLY-GEM  INDUSTRIES 

97 

89 

6.09 

10 

Building  materials 

143 

SAFEGUARD  SCIENTIFICS 

82 

124 

6.07 

12 

Software  &  services 

144 

FIRST  FINANCIAL  MANAGEMENT 

549 

124 

6.05 

11 

Software  &  services 

145 

DCNY 

85 

74 

6.05 

NM 

Finoncial  services 

146 

REYNOLDS  S  REYNOLDS 

220 

97 

6.04 

8 

Business  services 

147 

TEXAS  INDUSTRIES 

225 

90 

6.03 

55 

Building  materials 

148 

AVONDALE  INDUSTRIES 

160 

62 

6.01 

85 

Transportation  service 

149 

TUCSON  ELECTRIC  POWER 

350 

51 

6.00 

NR 

Electric  utilities 

150 

CITYTRUST  BANCORP 

53 

42 

6.00 

NM 

Banks 

151 

GENERAL  HOST 

131 

87 

5.99 

138 

Conglomerates 

152 

DIANA 

18 

85 

5.98 

NM 

Food  distribution 

153 

HERCULES 

1604 

77 

5.98 

NM 

Chemicals 

154 

TPI  ENTERPRISES 

146 

122 

5.97 

NM 

Eating  places 

155 

MEDIO 

59 

96 

5.95 

9 

Misc.  services 

156 

CROSS  &  TRECKER 

88 

77 

5.89 

NM 

Machine  tools 

157 

NATIONAL  PATENT  DEVELOPMENT 

64 

98 

5.87 

NM 

Misc.  services 

158 

GRUMMAN 

478 

61 

5.87 

8 

Aerospace 

159 

TEXTRON 

2222 

90 

5.85 

8 

Conglomerates 

I 


01 
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Some  people  find  it  impossible  to 
retire  on  a  nine-figure  income. 


ere  was  a  time  when  Social 
:urity  and  retirement  security 
re  one  and  the  same.  But 
longer.  Inflation  and  the 
dget  squeeze  have  made  such 
iurance  a  thing  of  the 
itant  past. 

rhe  good  news  is  there's 
Ip,  and  plenty  of  it,  in  the 
m  of  the  nation's  thousands 


of  Chartered  Life  Underwriters 
and  Chartered  Financial  Con- 
sultants. 

A  CLU  or  ChFC  is  a  highly 
trained  financial  expert  who  has 
completed  years  of  rigorous 
study  at  the  nation's  oldest 
accredited  college  in  the  finan- 
cial services  field,  The  American 
College.  The  letters  "CLU"  or 


"ChFC"  beside  your  insurance 
agent  or  financial  advisor's 
name  mean  you  have  found  a 
thoroughly  qualified  professional 
to  help  plan  your  financial 
future. 

So  while  it  may  be  possible  to 
get  by  on  Social  Security  alone, 
you  won't  have  to. 


American  Society  of  cm  &  chfc 

A  National  Organization  of  insurance  and  Financial  Service  Professionals 
270  Bryn  Mawr  Avenue,  Bryn  Mawr,  PA  19010  (215)  526-2500 


For  a  free  copy  of  "The  Consumers'  Guide  to  Insurance  and  Financial  Services,"  simply  write  to  us. 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                    Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

1 1 

Gulf  Oil 

12 

Atlantic  Richfield 

13 

Sfiell  Oil 

14 

Occidental  Petroleuni 

15 

U  S  Steel 

16 

Phillips  Petroleum 

1  7 

27 
million 
Americans 
cant  read. 
And  guess 
whoiKQ^ 
the  price. 


Every  year,  functior^al 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
tight  back    by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken 

A  literate 
America  is  a 
good  investment. 


COMPANY 

MARKET 
VALUE 
$  MIL 

MARKET 
VALUE 

AS  %  OF 
BOOK 

VALUE 
INDEX 

PE 
RATIO 

INDUSTRY 

160 

LENNAR 

193 

77 

5.85 

7 

Real  estate 

161 

ICH 

169 

50 

5.83 

NM 

Iniurance 

162 

GftUBB  &  ELLIS 

65 

77 

5.82 

133 

Real  estate 

163 

BROAD 

290 

79 

5.73 

10 

Financial  services 

164 

BAXTER  INTERNATIONAL 

6184 

191 

5.69 

17 

Medical  products 

165 

HUDSON  FOODS 

159 

140 

5.67 

7 

Food  processing 

166 

AM  INTERNATIONAL 

170 

70 

5.62 

1 1 

Computers 

167 

LACLEDE  STEEL 

61 

54 

5.59 

7 

Steel 

168 

PENN  CENTRAL 

1836 

96 

5.59 

1 1 

Conglomerates 

169 

MANVIILE 

417 

100 

5.58 

7 

Building  materials 

170 

EXECUTONE  INFORMATION 

89 

165 

5.58 

63 

Telecommunications 

171 

FIRST  AMERICAN  FINANCIAL 

115 

83 

5.56 

12 

Financial  services 

172 

MEREDITH 

581 

154 

5.55 

19 

Publishing 

173 

TIMKEN 

935 

88 

5.53 

16 

Special  machinery 

174 

UNITED  MERCHANTS  &  MFRS. 

15 

70 

5.52 

NM 

Textiles 

175 

NATIONAL  SEMICONDUCTOR 

756 

92 

5.52 

NM 

Semiconductors 

176 

SALEM  CARPET  MILLS 

46 

70 

5.51 

7 

Textiles 

177 

MORGAN  PRODUCTS 

94 

106 

5.51 

NM 

Industrial  distributior 

178 

ITI 

6951 

98 

5.49 

8 

Conglomerates 

179 

McDonnell  douolas 

2204 

67 

5.48 

NM 

Aerospace 

180 

ACME  STEEL 

83 

56 

5.45 

5 

Steel 

181 

BROWN  GROUP 

425 

126 

5.44 

14 

Apparel 

182 

TECUMSEH  PRODUCTS 

695 

105 

5.39 

8 

Building  materials 

183 

BOLT  BERANEK  &  NEWMAN 

109 

146 

5.36 

NM 

Software  &  services 

184 

IHTERMARK 

53 

91 

5.30 

NM 

Applionces 

185 

B.  F.  GOODRICH 

1026 

89 

5.30 

6 

Chemicals 

186 

CAESARS  NEW  JERSEY 

285 

143 

5.27 

9 

Hotel  &  motel 

187 

UNITED  BRANDS 

723 

153 

5.27 

1 1 

Food  processing 

188 

PICCADILLY  CAFETERIAS 

126 

144 

5.26 

1 1 

Eating  places 

189 

GREAT  AMERICAN  COMMUNICATIONS 

271 

231 

5.25 

NM 

Broadcasting 

190 

TRANSCON 

10 

74 

5.25 

NM 

Trucking 

191 

BLOCK  DRUG 

616 

189 

5.25 

14 

Personal  care 

192 

PFIZER 

9960 

220 

5.25 

15 

Drugs  &  research 

193 

SHOWBOAT 

87 

146 

5.18 

10 

Hotel  &  motel 

194 

INTERNET 

145 

131 

5.18 

!2 

Nonferrous  metals 

195 

BECTON,  DICKINSON 

2306 

215 

5.15 

15 

Medical  products 

196 

ALLEGHANY 

544 

90 

5.15 

10 

Financial  services 

197 

USAIR  GROUP 

1378 

69 

5.09 

NM 

Airlines 

198 

CROWN  CENTRAL  PETROLEUM 

297 

98 

4.96 

14 

Oil  &  gas 

199 

VALLEY  NATIONAL 

277 

90 

4.95 

10 

Bonks 

200 

PARAMOUNT  COMMUNICATIONS 

5490 

148 

4.92 

286 

Entertainment 

Dato  compiled  by  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC.  from  such  sources  as  statistical  services,  newspopers, 
registration  stotements,  and  compony  reports  ttiot  SPCS  believes  to  be  reliable  but  thoi  ore  not  guaranteed  by  either  SPCS  or 
BUSINESS  WEEK  as  to  correctness  or  completeness.  This  material  is  not  on  offer  to  buy  or  sell  ony  security. 
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We 


V  and 


)0  & 


47st  Photo 


1  he  Corporate  Choice 

Join  the  numerous  corporations  who  rely  on  41st  Photo 

Our  professional  corporate  staff  is  always  ready  to  provide  the  personal  attention  you  require 
for  all  your  corporate  needs.  To  open  your  corporate  account,  call  today  1-212-260-1104 


TOSHIBA 

Onf-Vear 
Limited  Warrants 


TOSHIBA 

One-Year 
Limited  Warranty 


A.  Toshiba  Hi-Performance  Facsimile  Machine 

5  second  transmission  speed  per  page.  Se\'en  sheets  automata  feeder,  l^  ■-hade^  halftone.  Auto  receue.  Polling.  Telephone'  facsimile  automatic  switching.  Copv  function.  #3200. 

B.   Toshiba  Facsimile  Machine  with  Auto  Fax/Tel  Switching 

G2  and  G3  compatibility.  15  second  transmission  speed  per  page.  Se\en  sheets  automatic  feeder.  Ifi  shades  halftone.  Fax  tel  ^«  irch.  Delav  transmission.  Speed  dial.  Auto  redial.  #5400. 

C.  Toshiba  Multi-Featured  Facsimile/Answering  Machine 

Beeperless  remote.  TAD  w'auto  \-oice.'fa\  switch.  10  sheet  automatic  feeder.  16  shades  halftones.  Delav  sending.  Auto  dialing.  G2,  01  15  second  transmission  per  page.  #3600. 

D.  Toshiba  High  Performance  Facsimile  Machine 

02  &  G )  and  1 5  SKond  propnetan,'  speed.  1 5  sheet  automatic  feeder.  1 5  shade  gra\'  s^alc,  Auti i  pa|\T  t titter.  OeiaN'  feature^.  S[x.'ed  dialing.  i]8  ft.  pa|\T  roll.  Auto  recei\e.  Auto  redial.  #3750. 


TOSHIBA 


One-Year 
Limited  Warranty' 


D. 


TOSHIBA 

Orx>Ytar 
Limited  Warrants' 


Computers  •  Office  Equipment  •  Cameras  •  Electronics  •  Audio  •  Video 

67  West  47th  St.  •  115  West  45th  St.  •  116  Nassau  St. 

E.  Meadow  Plaza  Shopping  Center,  E.  Meadow,  N.Y.  (L.I.) 
Mail  Order  Department:  36  East  19th  Street,  New  York,  N.Y.  10003 
To  order  in  New  York  State  call  1-212-979-6100 
Out-of-state  toll-free  1-800-221-7774 

We  accept  major  credit  cards 


fHE  Future  |s  Not  What  |t  Used  To  Be. 


t-unny,  isn  t  it, 
how  views  of  the  future 
change  so  rapidly. 
Just  ask  any  visionary  you 
happen  to  meet. 
Today,  scores  of  people 
are  tru  mpeti  ng 
the  virtues  of  networking. 

We  at  Novell 
defined  the  industry.  Since 

then,  we  have  become 
synonymous  with  Network 

Computing,  and  our 
software  products  are  now 
in  their  eighth  generation. 

You  see,  we'  re  not 
in  the  prediction  business. 
We' re  in  the  reality 
business.  We  don't  look 
at  the  world  through 
a  crystal  ball.  We  look 
at  it  through  the  eyes 

of  our  customers. 
Which  IS  why,  if  you 
have  an  eye  on  the  future, 
you'd  do  well  to  consider 
the  people  who 
made  it  possible. 


NOVELL. 


The    Past,    Present,    and  Future 
of  Network  Computing. 


126 
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'wenty  Five  Executives  to  Watcli 


t's  an  elite  group,  all  right.  But  finding  your 
name  on  BUSINESS  WEEK's  yearly  roster  of  25 
Executives  to  Watch  isn't  necessarily  a  badge  of 
honor.  It  means  the  pressure  is  on — to  live  up  to 
high  expectations,  to  breathe  life  into  a  struggling  company, 
or  to  reverse  recent  bad  fortune.  Of  the  25  executives  deemed 
most  watchable  last  year,  six  no  longer  have  the  same  jobs, 
one  is  about  to  retire,  and  one  is  clinging  desperately  to  a 
once-booming  real  estate  empire  (table,  page  85). 

In  this  year's  crop,  the  biggest  single  group  is  composed  of 
newcomers  to  the  executive  suite.  Each  of  these  13  executives 
faces  a  distinct  collection  of  challenges,  but  this  much  they  all 
share:  They  grasp  the  reins  of  their  companies  for  the  first 
time  this  year.  They  include  Richard  Rosenberg,  who's  taking 
over  after  A.  W.  Clausen's  impres- 
sive turnaround  at  Bank- 
America.  Robin  Burns, 
the  former  boss  at  Cal- 
vin Klein  Cosmetics, 
is  trying  to  work  her 
magic  at  Estee 
Lauder.  Robert 
Louis-Dreyfus,  a 
neophyte  at  the 
advertising  game, 
will  try  to  rescue  Saat- 
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YOUDONT 

HAVE  TO  BUY 

OUR 

INSURANCE 
TO  GET  OUR 
BENEFITS. 


1/      '    ^  -c 


Mike  Dineen  is  going  to  be 
in  Washington  working  for  you 
anyway. 

As  Kemper's  Federal  Rela- 
tions Manager,  and  a  member  of 
the  Board  of  Directors  of  the 
Insurance  Institute  for  Highway 
Safety,  he'll  continue  to  advocate 
air  bags  and  automatic  seat  belts,  a 
side-impact  standard  for  new  cars, 
and  regulations  that  will  make 


your  van  or  light  truck  as  safe  as 
your  car 

These  are  things  that  not 
only  affect  insurance,  they  also  sav 
lives.  And  Mike  Dineen,  along  wit  ■ 
other  insurance  companies  and  ' 
trade  associations,  will  continue  tq^_ 
work  hard  for  these  reforms.  |H| 


So  even  if  you  don't  get  a 
Kemper  policy,  you'll  still  get  the 
benefits  of  one. 


MAKING  INSURANCE 
WORK  FOR  EVERYONE 


KemPBR 


»(( was, 


s  rit 

• 


THE  CLASS  OF  '89:  WHERE  ARE  THEY  NOW? 


MICHAEL  BLUMENTHAL 

His  dream  of  rivaling  IBM  now 
seems  distant  and  dubious. 
Unisys  continues  to  struggle  with 
high  costs,  a  slumping  market. 
He 's  stepping  down  as  CEO,  going 
to  work  for  Lazard  Freres 


PETER  COHEN 

Shearson 's  wobbly  financials. 
inability  to  raise  new  capital  put 
him  in  hot  water  with  parent 
company  AmEx.  Forced  out  as 
CEO.  he  's  now  "an  adviser  "  to 
Shearson.  says  a  spokesman 


JOHN  KISSICK 

Charged  ivith  impossible  task  of 
filling  Mike  Milken 's  shoes  at 
Drexel.  Now  he  plans  to  open  a 
small  financial  services  firm  in 
California.  Spends  abundant  free 
time  coaching  son 's  soccer  team 


LEO  MELAMED 


ROBERT  CAMPEAU 

Seal  estate  baron 's  tough  style 
put  off  bankers,  who  nixed 
refinancing  scheme  for  his  retail 
empire.  Directors  forced  him 
aside,  drove  A/lied  and  Federated 
chains  into  Chapter  11 


lOSEPHCORR 


spent  11  months  at  Continental 
Airlines,  clashed  ivith  Chairman 
Frank  Lorenzo  over  marketing 
and  other  decisions,  and  became 
its  sixth  ex  CEO  in  as  many  years. 
He  's  now  an  airline  consultant 


ALLAN  LOREN 

During  his  watch.  .Apple 's  V.  S. 
unit  had  disappointing  earnings, 
e.xcessive  turnover.  Resigned  in  a 
management  shakeup.  Has  no 
plans  yet.  other  than  remodeling 
his  Silicon  Valley  home 


HENRY  WENDT 

His  SmithKline  Beckman  ran  into 
trouble:  sliding  market  share,  no 
big  neif  drugs.  .Merged  with  much 
healthier  Beecham.  He  gave  up 
CEO 's  job.  will  stay  on  as 
chairman  to  smooth  merger 


hi  &  Saatchi.  At  Caterpillar,  career  man  Donald  Fites  is  on  a 
ost-cutting  mission.  And  Michael  Spindler,  the  new  No.  2  at 
^pple  Computer,  is  looking  to  reestablish  executive  stability 
md  technological  agility. 

You'll  read  about  some  veterans,  too,  including  Edw^ard 
?rennan,  who  is  trying  to  make  Sears  the  retailing  force  it 
>nce  was.  John  Akers,  the  IBM  boss,  hopes  a  new  strategy 
vill  pull  Big  Blue  out  of  a  slump.  Airline  superstar  Stephen 
No\f  is  riding  through  heavy  turbulence  at  United  Airlines. 


Finally,  there's  the  don't-look-back  contingent,  a  group  that 
would  just  as  soon  forget  1989.  Lawrence  Rawl,  Exxon's 
scrappy  CEO,  is  trying  to  put  the  debacle  of  Valdez  and 
several  other  disasters  behind  him.  A  fizzled  stock  offering 
and  two  nasty  lawsuits  marred  financier  Reg  Lewis'  year — 
and  his  image.  Over  at  American  Express,  James  Robinson 
must  pick  up  the  pieces  after  a  bruising  year  at  his  Shearson 
Lehman  Hutton  brokerage. 

Here  are  their  stories  and  those  of  14  watchable  others. 
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James  Robinson 


American  Express'  chief 
spends  a  lot  of  his  time 
working  out  the  embarrassing 
mess  at  Shearson.  It's  a 
good  thing  AmEx's 
major  charge-card  business 
is  running  so  smoothly 


ast  November,  James  D. 
Robinson  III  added  an  un- 
usual title  at  American  Ex- 
press Co.  As  if  being  chair- 
man, president,  and  CEO 
weren't  enough,  the  54-year-old  execu- 
tive became  AmEx's  "chief  quality  offi- 
cer." The  new  title  even  appears  in  the 
company's  bylaws. 

His  company  could  sure  use  a  dose  of 
quality  control.  While  AmEx's  credit- 
card  business  seems  to  do  no  wrong,  its 
Shearson  Lehman  Hutton  brokerage  is  a 
mess.  Since  1986,  earnings  at  Shearson 
have  tumbled  77?;,  to  $110  million.  This 
year,  Shearson  twice  had  to  cancel  pub- 
lic stock  sales  designed  to  raise  sorely 
needed  capital  because  prospective  in- 
vestors weren't  interested.  Robinson  fi- 
nally had  no  choice  but  to  bail  it  out. 
Reversing  AmEx's  long-stated  plans  to 
reduce  its  617^  stake,  in  March  he  an- 
nounced that  it  will  buy  all  of  the  bro- 
kerage, save  a  small  position  in  pre- 
ferred shares  held  by  Japan's  Nippon 
Life  Insurance  Co.  "The  commitment  is 
there  to  fix  Shearson,"  vows  Robinson. 
""We'll  do  it." 

It's  going  to  be  enormously  expensive. 
Robinson  has  proposed  a  reorganization 
that  will  include  laying  off  2,000  of 
35,000  employees,  many  of  whom  will 
probably  come  from  the  firm's  real  es- 
tate, sales  and  trading,  and  research  de- 
partments. The  reorganization  will  cost 
an  estimated  $700  million  and 
will  result  in  record  write 
offs  against  AmEx's  earn- 
ings. To  get  the  firm 
back  in  order,  Robinson 
also  aims  to  take  a  more 
active  role.  He  has  become 
chairman  of  the  Shearson 
board's  executive  commit- 
tee, and  he  replaced  Chief 


Executive  Officer  Peter  A.  Cohen  with 
Howard  L.  Clark  Jr.,  previously  AmEx's 
chief  financial  officer. 

Shearson's  problems  look  like  a  major 
setback  for  Robinson.  The  son  of  a  well- 
known  Atlanta  banker,  he  became  CEO 
in  1977  and  soon  hatched  plans  to  build  a 
far-reaching  financial  empire. 
But  troubles  at  a  number  of 
AmEx  units — including  Fire- 
man's Fund  Insurance  Co. 
and  Trade  Development 
Bank — posed  stumbling 
blocks.  Shearson's  problems 
appear  to  have  ended  his 
dream.  Robinson,  however, 
calls  the  Shearson  bailout  a 


vote  of  confidence.  "I  had  to  show  the 
fullest  support  for  Shearson,  not  partial 
support,"  he  says. 

Robinson  hasn't  forgotten  the  rest  of 
the  company.  One  key  goal  is  extending 
the  reach  of  AmEx's  credit-card  busi- 
ness, the  core  of  its  hugely  successful 
Travel  Related  Services  department. 
Last  year,  the  TRS  unit  had  earnings  of 
$830  million,  up  VT^r  from  1988,  and  kept 
AmEx's  total  return  on  equity  at  an  im- 
pressive 21. 3":^.  Still,  Robinson  faces  a 
big  test  in  "turning  a  negative  into  a 
positive"  at  Shearson.  If  he  can  pull  it 
off,  he  would  be  worthy  of  yet  another 
title:  chief  miracle  worker. 

By  Jon  Friedman  in  New  York 
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tatue  in  the  Forbidden  City,  Beijing 


Reliability,  loyalty  and  mutual  trust  are  essential 
)rerequisites  for  successful  banking.  That's  why  Credit 
)uisse  attaches  so  nnuch  importance  to  personal 
;ervice.  Wherever  you  are,  we  can  offer  you  all  the 
idvantages  of  a  modern  universal  bank.  Together  with 


our  partner  organization,  CS  First  Boston  Inc.,  we 
have  firmly  established  ourselves  as  one  of  the  world's 
foremost  international  financial  services  groups. 
As  a  global  provider  of  Swiss  quality.  Credit  Suisse  is 
second  to  none. 


We  do  more  to  keep  you         at  the  top. 


CREDIT  SUISSE 
CS 


CS  New  York 


50th  anniversary 


lead  Office:  Zurich/Switzerland  Represented  in  all  major  international  financial  centres.  In  the  USA  and  Canada:  New  York  ■  Los  Angeles  Atlanta  ■  Calgary  -  Ctiicago  ■  Houston  Miami  Montreal 

San  Francisco  ■  Toronto  ■  Vancouver 


Meet  the  new  Astra  SP. 
Meet  special  performance. 


Meet  the  new 
standard  in 
business  jet  ^jjj^  ^l?  . 

design.  With  nnore  per-  „  wttKm 
formance.  technology.  bo^^^^R 
connfort  and  value:         [  ^fe— '«  ^ 
the  incredible  new,  .^Sit  •  •  ** 

Astra  SP. 

New  aerodynannic  [= 
and  configuration 

improvements  provide  /^^^ 
superior  hot  day,  high  nC-JCfv 
altitude  takeoff  per-      [  j  llSiife. 
formance.  For  exam-      1 1  tJim^^ 
pie.  on  a  hot  (ISA  +  ^4Hh 
23°  C)  day,  Astra  SP  is 

the  on/y  mid-size  busi-  i   |  __ 

ness  jet  capable  of 

flying  from  Mexico  City  to  New  York  with 
four  passengers  and  N BAA/I FR  fuel 
reserves.  What's  more,  when  compared 
with  published  B/CA  Handbook  data.  ' 
Astra  SP  has  the  fastest  time  of  any 
business  jet  for  a  1 .000-mile  trip.*  Now 
that's  special  performance! 

And  we're  the  only  midsize  aircraft 
offering  the  combination  of  advanced  sym- 
bqlogy  and  sophisticated  all-digital  avionics  ^ 
as  standard  equipment,  including  a  five- 
tube,  six-inch  EFIS;  communications/naviga- 
tion equipment;  and  new  autopilot  with 
AHRS  inputs  for  unsurpassed  flight  control. 
The  flight  crew  gets  more  accurate  infor- 
mation faster,  for  a  smoother,  safer  ride. 

*  Based  on  1 989  Business  and  Commercial  Aviation  Handbook. 


■'V         Our  all-new  interior 
was  created  by  apply- 
V)f  ing  the  advanced  tech- 

~  ^      niques  of  computer 

•  aided  design  to  the 

science  of  human  engi- 
^^^^    neering.  There's  even 
an  optional  seat  with 
========d  unique  universally 

adjustable  arm  and  ,1 
•y^  "      headrests  that  con- 
f^^y       form  to  individual 
*=?/^^^^        proportions  to  help 

reduce  fatigue  on  long- 
^^^^^         distance  flights.  The 
^^^lljjP^  result:  a  spacious,  com- 

  I  fortable  environment 

that's  in  keeping 
with  the  aircraft's  extraordinary  global 
capabilities. 

In  your  highly  charged  business  world. 
Astra  SP  will  give  you  a  level  of  perform- 
ance and  pure  value  that  cannot  be 
equalled  by  any  other  business  jet. 

For  more  details,  send  us  the  coupon 
below.  Or  call  our  President.  Roy  Bergstrom. 
at  (609)  987-1 125.  And  meet  the  new 
standard  in  business  jet  design. 


I E.  Bergstrom,  President  BW 
ASTRA  JET  CORPORATION 
4  Independence  Way 
Princeton,  NJ  08540 

I'm  ready  to  meet  the  new  standard  in  business  jet  design. 

□  Please  send  me  complete  information. 

□  Contact  me  to  arrange  a  demonstration. 


Astra  SP  over  the  White  Cliffs  of  Dover. 
From  here.  Rio  de  Janeiro  can  tie 
reached  in  one  stop,  via  Cape  Verde. 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE/ZIP 

PHONE 

I'M  CURRENTLY  FLYING  A 

Leadership... by  design 


Barry  Diller 


The  tough  and  experienced  chairman  of  Fox  Inc.  seems  well  on  his  way  to  creating 
the  fourth  TV  network  he  has  always  hankered  after.  But  his 
very  success  is  pushing  him  closer  to  some  hard  choices  about  Fox's  future 


B 


arry  Diller  gets 
a  kick  out  of 
gambling  every 
now  and  then. 
The  chairman 
of  Fox  Inc.  plays  poker  with 
Johnny  Carson  and  Steve 
Martin,  and  occasionally  he 
hits  the  tables  at  Caesars 
Palace  in  Las  Vegas.  But 
Diller,  48,  saves  his  biggest 
gambles  for  the  broadcast- 
ing business.  Over  three 
years,  he  spilled  $125  mil- 
lion in  red  ink  trying  to 
make  Fox  Broadcasting  Co. 
the  first  new  television  net- 
work since  1953. 

Now  it  seems  he's  poised 
to  collect  on  his  bet.  Fox 
still  trails  TV's  Big  Three 
by  a  huge  margin,  but  its 
ratings  are  up.  More  impor- 
tant, its  small  stable  of  hit 
shows — which  include  Mar- 
ried . . .  With  Children  and 
The  Simpsons — play  well 
to  the  18-  to  34-year-olds 
coveted  by  advertisers.  As  a 
result.  Fox  came  close  to 
breaking  even  last  year  oi 
$325  million  in  revenues. 
Diller  says  it  will  show  a 
profit  on  twice  those  revenues  ne.\i 
year.  By  late  1991,  he  intends  to  expand 
Fox's  prime-time  fare  to  seven  nights  a 
week  from  it.s  current  three.  Once  those 
offerings  fill  15  hours  a  week,  the  broad- 
caster becomes  an  official  network,  as 
defined  by  the  Federal  Communications 
Commission. 

Passing  that  15-hour  threshold  creates 
problems,  though.  A  1970  FCC  rule  bans 
networks  from  selling  their  programs  in 
the  syndication,  or  rerun,  market.  That 


cuuld  be  disastrous  to  Fox,  whose  Fox 
Film  Corp.  unit  produces  and  owns  such 
highly  profitable  network  shows  as  L.  A. 
Law.  Diller  is  challenging  the  rule.  Ar- 
guing that  it  was  imposed  to  blunt  the 
dominance  of  ABC,  CBS, 
and  NBC  when  they  had  a 
near-monopoly  on  televi- 
sion programming,  he  has 
asked  for  a  waiver. 

Diller's  position  has  in- 
censed  Hollywood  produc 
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ers,  who  make  big  profits 
from  syndicating  shows 
they  create  for  the  net- 
works. Walt  Disney  Co., 
one  of  several  studios  bat- 
tling any  increase  in  net- 
work-owned TV  shows,  has 
opposed  Fox's  petition.  Net- 
works argue  loudly  that  if 
Fox  gets  a  waiver,  they, 
too,  should  be  allowed  to 
own  the  syndication  rights 
to  shows  they  air.  If  Diller 
loses,  he  will  have  this 
choice:  stay  below  15  hours 
or  sell  some  of  the  rights  to 
his  valuable  programs. 

The  outcome  may  be  in 
doubt,  but  no  one  questions 
Diller's  ability  to  pick  win- 
ners. An  iron-fisted  college 
dropout,  Diller  began,  tradi- 
tionally, in  the  mailroom  of 
the  William  Morris  agency. 
Moving  up  the  Hollywood 
ladder,  in  the  1970s  he  made 
ABC  Inc.  the  top-rated  net- 
work with  hits  such  as  Hap- 
py Days.  Later,  as  head  of 
Paramount  Pictures  Corp., 
the  studio  racked  up  a 
string  of  box-office  hits,  in- 
cluding such  big  winners  as 
Raideis  of  the  Lost  Ark. 

He  left  for  Fox  in  1984  because  he 
wasn't  getting  along  with  Martin  S.  Da- 
vis, the  new  chairman  of  Paramount's 
parent,  then  called  Gulf  «&;  Western.  But 
G&W  had  earlier  scoffed  at 
Diller's  plan  to  start  a  fourth 
network.  Now  Diller 
may  end  up  having  the 
last  laugh. 

By  Ronald  Graver  in 
Los  Angeles 
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Reaching  new  heights. 

How  Macintosh 
helps  turn  a  quiet  ski  resort 
into  a  booming  business. 


4 


At  Jackson  Hole,  you'll  find  4,139  vertical  feet 
of  skiable  mountain,  70  Apple'  Macintosh* 
computers  and  one  enterprising  MIS  Director 
who  uses  Macintosh  "for  everything!"  From  word 
processing  to  weather  forecasting,  "they  save  us 
time  and  money  all  over  the  place" 

Tom  Stecki  bought  his  first  Macintosh  from 
ComputerLand'  4V2  years  ago.  "I  haven't  found 
anyone  else  I'd  rather  deal  with','  he  says.  "Marilyn 
LxDng  (ComputerLand)  always  comes  through.  If 
I  need  equipment  and  she  says  it  will  be  here 
Thursday,  it  will  be  here  Thursday." 

As  Jackson  Hole  continues  to  grow,  so  does 
Tom's  relationship  with  ComputerLand.  "The 
potential  here  is  tremendous.  With  continued 
good  snow  and  support  from  ComputerLand,  the 
sky's  the  limit'.' 


"It's  hard  to  keep  up  with  hundreds 

of  thousands  of  skiers. 

But  ComputerLand  makes  it  easy." 


Tom  Stecki 
MIS  Director 
Jacl(Son  l-iole 
Ski  Corporation 


.Authonzed  [)ealer 


ComputerLand 

Business  to  business.  Person  to  person. 

ComputerLand  Corporation.  Apple,  the  Apple  Logo  and  Macintosh  are  registered  trademarks  of  Apple  Computer  Inc 


Edwin  Artzt 


B 


usiness  hasn't  looked  this 
good  at  Procter  &  Gamble 
Co.  in  years.  Profits  were 
up  187r  last  year,  to  $1.2  bil- 
lion, and  its  stock  was  one 
of  the  Dow's  best  performers.  But 
Edwin  Artzt,  chief  executive  since  Janu- 
ary, isn't  the  type  to  kick  back  and 
switch  on  the  cruise  control.  "No  way," 
he  says.  "I  believe  in  running  things  like 
we're  only  one  payment  ahead  of  the 
sheriff,  and  he's  gaining  on  us." 

It  should  come  as  no  surprise  that 
Artzt's  focal  point  for  growth  is  over- 
seas: The  36-year  company  man  just  fin- 
ished an  eight-year  stint  as  head  of 
P&G's  international  operations.  He  took 
P&G  into  dozens  of  new  countries,  from 
Chile  to  China,  leveraging  its  technology 
and  brands  into  billions  of  dollars  in  new 
sales — in  some  unexpected  places.  For 
instance,  P&G  now  sells  roughly  $40 
million  worth  of  tooth- 
paste in  the  Soviet 
Union,  as  much  as  it 
sells  in  Canada.  More  im- 
portant, Artzt  turned  the 
foreign  business  into  a 
profit  pump.  In  the  year 
that  ended  June  30,  it 
earned  $417  million  on 
$8.5  billion  in  sales. 

Artzt,  60,  envisions  "a 
global  company"  that 
plans  its  business  and 
technology  on  a  world- 
wide basis.  He  and  his 
team  are  encouraging 
managers  to  learn  from 
their  counterparts  over- 
seas, and  Artzt  is  bring- 
ing U.  S.  managers 
along  on  trips  abroad. 
"You  can't  do  it  from 
the  pulpit,"  he  says. 
"You  have  to  do  it  by 
bringing  people  into 
play."  The  program  is 
taking  a  little  getting 
used  to  back  home,  and 
some  wags  on  the  do- 
mestic side  have  begun 
referring  to  the  CEO's 
team  as  "the  internation- 
al mafia."  Says  Artzt: 
"In  a  year,  you'll  hear 
different  music  out  oF 
the  organization." 


With  a  buoyant  share  price, 
Procter  &  Gamble's  new 
chief  is  in  clover.  Now  he 
wants  to  mold  the  consumer- 
products  giant  to  his  vision 
of  a  global  company' 


The  son  of  two  professional  musi- 
cians, Artzt  went  to  the  University  of 
Oregon  on  a  basketball  scholarship.  He's 
still  an  intense  and  demanding  competi- 
tor. A  retiree  Artzt  ran  into  after  his 
appointment  remarked,  "I  can't  tell  you 
how  thrilled  I  am  we're  going  to  get  a 
little  Attila." 

The  self-described  troubleshooter  likes 
to  get  intimately  involved  in  plotting 
marketing  strategy,  as  he  once  did  for 
Comet  cleanser  and  Bounty  paper  tow- 
els. But  he  must  tread  carefully.  He  ar- 
gues that  his  hands-on,  demanding  style 
won't  conflict  with  another  key  goal: 
halving  the  company's  unwanted  man- 
agement turnover,  now  at  2.2%  a  year. 
Artzt  believes  this  is  crucial  because  of 
P&G's  longstanding  practice  of  promo- 
tion from  within. 

For  now,  Artzt  is  spending  most  of  his 
time  relearning  the  U.  S.  business.  That 
presents  challenges, 
-uch  as  building  up  the 
cosmetics  business  at  re- 
cently acquired  Noxell 
and  further  expanding 
health  products.  Nota- 
bly, Artzt  must  turn 
around  P&G's  food  busi- 
ness, which  lost  $14  mil- 
lion on  $3  billion  in  sales 
last  year.  While  he  has 
high  hopes  for  olestra, 
the  company's  fat  substi- 
tute, he  won't  get  help 
from  the  Food  &  Drug 
Administration,  which 
isn't  close  to  approval. 

Artzt  also  must  grap- 
ple with  environmental 
concerns  over  garbage 
generated  by  P&G's  dis- 
posable products  and 
packaging.  Current  proj- 
ects include  fabric  soft- 
ener in  containers  resem- 
Ming  milk  cartons, 
'letergent  in  bottles  of 
recycled  plastic,  and 
i>mposting  experiments 
t  or  disposable  diapers.  If 
(lu're  trying  to  become 
I  global  company,  taking 
■etter  care  of  the  globe 
1^  a  good  place  to  start. 

By  Zachai~y  Schiller  in 
Cincinnati 
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l^ShouldlkRich 

GetAllHieBrakes? 


How  much  money  you  ha\c  in 
Lir  bank  account  slioulcin't  cktcrminc 
vv  safe  you  feel  on  the  road. 

And  if  you  purchase  the  new  1990 
bam"''  Lcgac)',"'  it  won't. 

The  Subaru  Legacy  is  one  of  the 
V  affordable  cars  in  the  world  with 
ti-lock  brakes  (ABS).  A  feature  that 
mps  your  brakes  for  maximum  ma- 
Liverabilit)'  under  heavy  braking. 

Its  a  safet)'  feature  so  valuable, 
nc  insurance  companies  will  gix  e 
u  a  refund  on  your  premium  if  \'ou 
y  a  car  with  the  ABS  system. 

Even  without  anti-lock  brakes, 
t  Subaru  Legacy  offers  you  one  of 
t  most  advanced  systems  for  control- 
g  your  car  on  the  road  today.  With 
1  time  four  wheel  dri\  e  —  a  more 
ilized  form  of  four  wheel  ciri\  e  that 
'es  you  better  handling  and  traction 
four  lane  highways  as  well  as  one 
le  dirt  roads.  Power- assisted  front 
d  rear  ciisc  brakes.  And  four  wheel 
lependent  suspension. 

Of  course,  to  many  drivers,  how 
t  they  go  is  just  as  important  as  how 
t  they  stop.  So  ever)'  Subaru  Legacy 
)owered  by  a  horizontally-opposed 
ir  reduced  vibration),  aluminum  (for 
)re  even  heat  distribution),  single 
crhead  camshaft,  multi-point  elec- 
mic  fuel  injected,  16  valve  engine. 


Mercedes  WOE  with  ABS 
Brakes,  $31,600* 


Jaguar  XJ6  with  ABS  Brakes, 
$39J00* 


BMW  535i  mthABS  Brakes, 
$42,310* 


The  Subaru  Legacy  was  also  de- 
signed to  stand  up  to  the  very  same 
conditions  that  have  driven  many  cars 
into  the  ground 

In  tact,  93%  of  all  Subaru  cars 
registered  in  America  since  1979  are 
still  on  the  road.*  And  a  new  Subaru 
ma\'  last  even  longer.  A  Subatai  Legacy 
has  broken  the  FIA  world  speed/ 
endurance  record  by  ninning  19  davs 
at  an  av  erage  speed  of  138.8  mph  for 
more  than  60,000  miles.** 

Since  the  Subaai  Legacy  was 
designed  to  last  a  long  time,  it  s  avail- 
able w  ith  a  lot  of  things  to  make  that 
time  pass  pleasantly.  Including  power 
sunroof,  power  windows  and  locks, 
lumbar  support  seats  and  an  80  watt 
AM/FM  stereo  radio. 

And  vou  <ret  all  of  this  for  thou- 
sands  of  dollars  less  than  the  cost  of 
man\'  European  laxury  cars. 

But  the  way  we  figure,  along  with 
the  anti-lock  brakes,  you  deserve  a  few 
other  breaks  as  well. 

•R.L  rc)lk&(>>  Statistics,  July  1,  1988.  "Vjlidatcd  by 
the  Hcdcrjtlon  Internationale  Dc  L'Autotnobi le  fSuggested  retail 
price  Does  not  inelude  dealer  preparation,  inland  transportatum, 
ta.\es,  lieensc  and  state  or  title  Ices.  Dealer's         price  may  vary, 
optional  equipment  extra.  *Based  on  M.S.R.P. 

SubaniLegacy 

WeBiiiltOuyRepnUdHmBy 
Building  A  Better  Car. 


1990 Subaru  Legacy  with  Full  Time  Four-Whcd  Drive  mid  ABS  Brakes,  from  $16,039.^ 


Witness  the  destruction 
of  an  entire  department. 


Don't  blink.  Six  months  worth  of 
new  orders  and  over  fUt\'  thousand 
customers  are  about  to  be  wiped  otl  the 
face  of  the  earth. 

By  accident. 

62%  of  all  hard  dwk  data  loss  is  due 
to  operator  error.  Unless  you  back  up 


your  department  w  ith  3M  data  cartridge 
tape  technology,  you're  at  the  mercv  ot 
everv  finger  tip  in  the  company. 

All  our  data  cartridge  tapes  are  backed 
with  20  years  ot  experience.  12  revo- 
lutionary patents.  And  are  the  choice 
of  IBM.  Apple.  And  Hewlett-Packard. 


Fact  is,  you  simply  can't  find  bette 
protection  tor  vour  company  docu 
ments.  So  don't  take  chances.  Back  u 
everything  on  a  3M  data  cartridge  tap 
It's  the  safest  way  to  avoid  destructio 


Call  1-800-888-1889  ext 
for  more  informaric 


Donald  Fites 


With  competitors  challenging  him  around 
the  globe,  now  is  the  time  for  Caterpillar's  new 

boss  to  make  the  world's  biggest  maker  of 
earthmoving  equipment  really  lean  and  mean 


F 


or  a  fellow  raised  on  a  farm 
in  Indiana,  Caterpillar  Inc. 
President  Donald  V.  Fites  is 
unusually  worldly.  "I've 
lived  at  least  three  years  on 
nrtually  every  continent,"  says  Fites, 
vho  can  thank  Cat  for  postings  around 
:he  globe.  He  even  speaks  some  Ger- 
nan,  Japanese,  and  Portuguese. 

The  language  skills  may  come  in 
landy.  In  July,  when  the  56-year-old 


Fites  succeeds  George  A.  Schaefer  as 
chairman,  he'll  need  to  spread  a  mes- 
sage around  the  world:  Cut  costs.  Earn- 
ings last  year  dipped  19%,  to  $497  mil- 
lion, trimmed  by  a  modernization  drive 
that  began  in  1986.  The  campaign — re- 
placing antiquated  production  gear  with 
speedier  computer-driven  systems — 
should  control  costs  in  the  long  run.  But 
Fites  must  worry  about  the  short  term 
as  well,  and  for  now,  the  $1.5  billion 


program  is  $300  million  over  budget — 
with  three  years  to  go. 

If  ever  there  was  a  time  to  make  Cat- 
erpillar lean  and  mean,  this  is  it.  The 
company,  whose  32  plants  roll  out  yel- 
low tractors,  bulldozers,  and  excavators 
in  28  countries,  is  the  world's  largest 
maker  of  heavy  equipment.  It  had  sales 
last  year  of  $11.1  billion.  But  competi- 
tors are  encroaching.  Japanese  arch- 
rival Komatsu  Ltd.,  half  Cat's  size,  has 
been  snapping  up  plant  capacity  in  Eu- 
rope and  the  U.  S.  Most  recently,  it  ac- 
quired a  257f>  stake  in  West  German 
manufacturer  Hanomag  AG.  With  heavy 
construction  spending  planned  for  the 
1990s,  competition  in  Europe  will  surely 
intensify.  Cat  and  Komatsu  will  also 
butt  heads  in  the  U.  S.,  where  Komatsu 
in  1988  teamed  up  with  Dresser  Indus- 
tries Inc. 

But  Fites  won't  travel  hat  in  hand  to 
Washington.  He  openly  disdains  the 
coddling  sought  by  executives  in 
the  auto  and  steel  industries — 
largely  because  it  takes  money 
from  his  pocket.  Last 
year.  Cat  led  a  coalition 
of  manufacturers  lob- 
bying against  extend- 
ing steel  quotas, 
which  had  added 
W/c  to  its  mate- 
rial costs.  "You  can't 
legislate  competitiveness,"  says  Fites. 
"We  know  what  it  takes  to  win." 

He  certainly  knows  Cat  inside  and 
out.  With  a  degree  in  civil  engineering 
from  Indiana's  Valparaiso  University,  he 
started  on  the  engineering  side  in  1956, 
then  switched  to  marketing  and  moved 
quickly  upward.  Now  that  he's  about  to 
take  the  top  job,  the  6-foot  3-inch  fitness 
buff,  who  does  aerobics  before  he  goes 
to  work,  says  he  plans  to  push  his  em- 
ployees harder  than  his  soft-spoken  pre- 
decessor did. 

That  may  be  just  what  the  company 
needs.  In  the  meantime,  there  are  some 
positive  signs.  New  production  methods 
already  have  chopped  inventory  in  half 
and  reduced  manufacturing  floor  space 
by  21%.  If  Fites  can  keep  costs  to  bud- 
get, by  yearend  Cat  will  start  to  realize 
net  savings  from  its  expensive  modern- 
ization plan.  When  the  plan  is  complete, 
manufacturing  costs  should  be  20%  low- 
er than  they  were  in  1986 — a  savings  of 
$1.5  billion  a  year.  That's  a  number  that 
sounds  good  in  any  language. 

By  Brian  Bremner  in  Chinifin 
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A  MACHINE  THAT'S  GEARED 
TO  HELP  YOU  SUCCEED. 


On  your  way  to  the  top,  keep  your  eye  on  the 
bottom  line. 

To  succeed  in  business  today,  you  should  be 
geared  to  operate  on  a  solid  financial  founda- 
tion. Which  is  why  more  and  more  businesses 
rely  on  Xerox  Financial  Services. 

For  the  kind  of  business  insurance  you  can 
count  on,  you  want  insurance  from  Crum  and 
Forster.  Van  Kampen  Merritt  helps  structure 
solid  debt  funding  for  your  commercial,  health 
care  or  municipal  projects.  Middle  market 
companies  look  to  Furman  Selz  for  investment 
banking  with  a  creative  touch.  Xerox  Life  offers 
annuities  and  life  insurance  that  can  make  your 


dreams  for  retirement  a  reality.  Arid  with  Xerox 
.  Credit,  you  can  lease  or  finance  anything;  from 
new  furnishings  for  your  executive  offices  to  a 
single  Xerox  copier. 

It's  all  part  of  Xerox  Financial  Services;  a 
diversified  group  of  financial  companies  with 
over  $19  billion  in  assets.  So  you  can  handle 
many  financial  needs  with  a  singular  standard 
of  excellence. 

And  that's  our  secret  for  your  success. 

To  find  out  how  The  Xerox  Financial 
Machine  can  help  you  succeed,  write  Xerox 
Financial  Services,  P.O.  Box  5000,  Norwalk, 
CT06856. 


Stephen  Wolf 


The  golden  reputation  of  the  airUne  industry's  master  manager  is  in  jeopardy. 
First  the  aborted  buyout  of  UAL,  now  a  threatened  strike  and  a  hostile  shareholder  group. 
'It's  like  a  soap  opera,'  says  one  analyst,  and  I  don't  see  any  happy  ending' 


tephen  M.  Wolf,  the  once 
high-flying  chairman  of 
UAL  Corp.,  is  cruising  dan- 
gerously close  to  earth 
these  days.  His  descent  be- 
gan last  fall,  after  he  failed  to  com- 
plete a  $6.7  billion  buyout  of  the  big 
airline  company.  Now,  UAL's  largest 
shareholder  and  employees  at  the  com- 
pany's United  Airlines  unit  have  joined 
forces  against  Wolf.  Under  their  plan, 
11.87f  owner  Coniston  Partners  will 
wage  a  proxy  fight  to  seize  control  of 
UAL,  then  sell  it  to  the  unions. 

If  they  prevail.  Wolf  is  out  of  a  job. 
Even  if  they  don't,  he  is  still  in  for 
rough  times.  All  three  unions  at  United 
are  poised  to  strike  if  their  $3.9  billion 
bid  falls  through.  Meanwhile,  competi- 
tion on  ual's  domestic  routes  has  hurt 
profits,  and  shareholders  are  restive 
after  watching  UAL's  stock  plummet. 
Shareholders  are  scheduled  to  vote  on 
Coniston's  bid  for  control  on  Apr.  26. 
Wolf  can  only  hope  they  stick  by  him. 
"It's  like  a  soap  opera  and  I  don't  see 
any  happy  ending,"  says  Phil  Bagga- 
ley.  Standard  &  Poor's  transportation 
analyst. 

The  tale  started  brightly  enough.  A 
native  of  east  Oakland,  Calif.,  who  de- 
scribes his  old  neighborhood  as  "75'a 
black  and  257'  tough,"  the  6-foot  4-inch 
Wolf  has  had  a  remarkable  career.  He 
spent  1.5  years  at  American  Airlines 
and  one  at  Pan  American  World  Air- 
ways before  becoming  president  of 
Continental  Airlines  in  1982.  Wolf,  48, 
really  earned  his  wings  as  CEO  of  Re- 
public Airlines,  where  his  trademark 
cost  cutting  helped  pave  the  way  for 
the  carrier's  profitable  sale  to  North- 
west Airlines.  Similar  repairs  at  Flying 
Tiger  Line  sealed  his  reputation  as  a 
turnaround  ace.  UAL  lured  him  away 
from  Flying  Tiger  in  1987. 

Piloting  UAL  has  taken  him  into  un- 
charted territory.  Unlike  Republic  and 
Flying  Tiger,  United  was  logging  rec- 


ord profits  when  he 
arrived,  thanks  to  pro- 
ceeds from  the  sale  of  its 
nonairline  units.  That  embarrassment 
of  riches  helped  employees  refuse  the 
tough  wage  and  work-rule  changes 
Wolf  says  are  necessary  to  bring  down 
United's  costs. 

Now  shareholders  are  unhappy, 
since  ual's  stock  has  tumbled  from  its 
1989  heights.  The  current  bid  is  $180  a 
share — vs.  $300  a  share  offered  by 
Wolf  and  his  pilots  last  summer.  Skep- 
ticism about  financing  the  new  bid  has 
kept  the  stock  at  around  150.  Given  the 
bath  that  many  shareholders  have  al- 
ready taken  on  UAL,  Wolf  will  feel 
pressure  to  soothe  investors.  One  op- 
tion: persuading  the  board  to  authorize 


a  recapitalization  or 
special  dividend. 
But  that  still  wouldn't 
solve  another  of  Wolf's  problems:  Unit- 
ed's uneven  performance.  He  must  get 
a  handle  on  rising  personnel  costs  and 
Far  East  travel  agent  commissions, 
which  along  with  fuel  prices  pushed 
1989  operating  income  down  30%,  to 
$464.5  million.  After  years  of  focusing 
on  the  more-profitable  Pacific  business, 
United  has  lost  ground  domestically  to 
Delta  Air  Lines  and  American,  which 
surpassed  United  as  the  nation's  larg- 
est carrier  in  1988.  To  get  United's  net- 
work on  track.  Wolf  must  cut  costs 
and  push  for  market  share.  Clearly,  his 
saga  is  one  soap  opera  worth  watching. 

B]!  James  E.  Ellis  in  Chicago 
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A  Jental  plan  skould  te  designed 
to  save  more  tkan  teetk. 


a  Dental  brings  more  smiles  to  more  employers  tlian  any  otKer  plan.  Not  just  in 
terms  of  how  it  affects  employee  mora  le.  But  in  k  ow  it  affects  a  company's  Lottom 
line,  n  Unlike  insurers  wko  provide  dental  coverage  as  part  of  a  package  of  benefits, 
Delta  Dental  is  tke  only  major  company  specializing  in  dental  programs.  invented 
them.  Pioneered  them.  And  perfected  them.  CH  Our  unique  tkree-point  system  of  cost 
management  features,  plan  design  flexikility  and  106,000  dentists  in  tke  nation's 
largest  participating  network  ena  kled  us,  last  year  alone,  to  save  our  groups  and  suk- 
scrikers  over  $100  million,  n  It's  a  program  only  Delta  Dental  offers.  Tkat's  wky  we 
now  cover  more  tkan  20  million  people  in  23,000  groups  and  pay  more  tkan  $2  kill  ion 
a  year  for  dental  care.  To  learn  more  akout  kow  your  group  can  kenefit  from  Delta 
Dental,  call  1-800-441-3434  today.  ^  D6ltd  DGlltdl 

Aniericals  Leader  In  Dental  Health  Plans. 


Reginald  Lewis 


After  fashioning  a  model  LBO  from  Beatrices  overseas  holdings,  the  creator  of 
TLC  Beatrice  International  has  run  into  trouble:  He  must  contend  with  a  soured  stock 
offering  and  two  embarrassing  lawsuits.  At  least  the  company  is  doing  O.  K. 


ast  year,  Regi- 
nald F.  Lewis 
got  a  basic  les- 
son in  gravity. 
After  he  pur- 
chased Beatrice  Co.'s  inter- 
national food  businesses  for 
$985  million  in  1987,  he  sold 
dozens  of  assets,  kissed  the 
takeover  debt  good-bye,  and 
watched  his  reputation 
soar.  But  late  in  1989,  the 
New  York  financier  was 
slapped  with  a  couple  of 
embarrassing  lawsuits,  and 
then  MeiTill  Lynch  &  Co. 
halted  a  stock  offering  for 
his  company.  TLC  Beatrice 
International  Holdings  Inc. 
Lewis,  47.  dropped  back  to 
earth  with  a  thud. 

Talking  about  the  stock 
offering.  Lewis  displays  a 
brave  face.  "We  were  disap- 
pointed, but  it  happens  ev- 
ery  day."  he  says  with  a 
shrug.  Lewis  is  not  so  nor.- 
chalant  about  the  two  law- 
suits, which  were  filed  in 
connection  with  an  earlier 
takeover.  His  eyes  harden 
and  his  smile  vanishes  as  he 
categorically  denies  any 
guilt.  But  there's  no  denying  that  ..... 
age  has  been  done:  His  image  has  taken 
a  blow. 

Why  did  investors  yawn  at  his  IPO? 
Some  analysts  think  that  TLC  Beatrice, 
which  mainly  sells  ice  cream  and  snacks 
in  Western  Europe,  was  overpriced  at  S9 
to  §10.50  a  share.  That  Lewis  stood  to 
gain  some  •■$41  million  in  a  cash  payout, 
plus  nearly  $200  million  more  in  stock, 
probably  didn't  excite  investors,  either. 
As  for  Lewis,  he  blames  Wall  Street 


_/.:ers;  "You  can't  fight  the  market." 

But  you  can  fight  lawsuits — some- 
thing he's  been  doing  a  lot  lately.  Both 
suits  stem  from  his  takeover  of  McCall 
Pattern  Co..  a  sewing-pattern  firm  now 
in  Chapter  11  reorganization.  It 
was  the  first  acquisition  for  the 
aggressive.  Harvard-trained 
lawyer,  and  Lewis  earned  mor- 
than  $50  million  when  he  so.:: 
the  company  in  1987.  Now, 
McCall's  buvers  are  accusing 
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Lewis  of  heaping  an  impos- 
sible debt  load  onto  the 
company  and  siphoning 
away  key  assets  before  sell- 
ing out.  He  counters  that 
the  buyers  are  simply  "look- 
ing for  a  scapegoat"  for 
problems  that  they  created 
themselves. 

In  the  second  suit,  Travel- 
ers Insurance  Co.,  a  credi- 
tor, claims  Lewis  kept  two 
sets  of  books  at  McCall — 
one  for  internal  use  and  one 
for  outsiders.  Lewis,  who 
was  no  longer  on  McCall's 
board  when  Travelers  be- 
came a  creditor,  calls  the 
charge  "preposterous  and 
irresponsible."  Travelers  is 
referring  to  innocuous  docu- 
ments that  were  used  main- 
ly for  "explaining  the  dy- 
namics of  the  business  to 
outsiders"  such  as  analysts, 
says  Earle  K.  Angstadt  Jr., 
McCall's  retired  CEO.  Trav- 
elers declines  to  comment 
on  the  suit. 

At  least  TLC  Beatrice 
seems  to  be  chugging  along 
in  good  shape.  It  had  oper- 
ating income  last  year  of 
S77  million  on  revenues  of  Sl.l  billion, 
gains  of  21-'^  and  12''<^,  respectively.  Lew- 
is hopes  to  improve  earnings  by  cutting 
more  costs  and  by  stress- 
ing high-margin  foods.  He 
also  may  unload  some  small 
ssets.  and  he  is  exploring 
entures  in  Eastern  Europe. 
I'm  looking  forward  to  this 
ear,"  he  says.  After  last  year, 
.at's  no  surprise. 
By  P?!-er  F'.-"c^.  ra  S'ew  York 
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The  Orisinator 

At  Brother,  technolosy  must  do  more  than  improve  a  product's  performance. 

It  must  make  the  product  more  accessible,  easier  to  use  and  affordable. 

Take  our  CC5500  full-color  copier  Not  only  does  it  produce  incredibly  crisp 
imases  copy  after  copy  it  does  so  without  messy  toners,  chemicals  or  ribbons. 

That  attention  to  basic  user  needs  influences  everything  we  make.  Laser  print- 
ers, fax  machines  and  electronic  typewriters  for  the  office.  Sewing  machines  and 
precision  machine  tools  for  industry.  Hi-speed  ovens,  knitting  machines,  sewing 
machines  and  appliances  for  the  home. 

At  Brother,  the  standard  is  simple.  It's  not  breakthrough  technology  unless 
you're  getting  the  break. 

To  see  this  standard  in  action,  call  Brother  International  Corp.  1-800-556-5100, 

Ext.  124. 


We're  at  your  side. 


BROTHER  INDUSTRIES,  LTD.  Nagoya,  Japan 


First  we  made 
flying  easier. 


In  the  <^0^  \v»'  slaked  our  reputation  on  making  SAS 
a  more  punetual  and  more  service-minded  airline. 

You  might  say  we  made  flying  easier. 

(And  we're  still  working  hard  to  see  it  stays  that  way.) 

But  the  fact  is,  this  alone  won't  see  us  through  the 
90s.  Flving  just  won't  be  enough.  ?sow  we  have  to 
make  the  v»hole  trip  as  smooth  as  we  made  the  flight. 


To  that  end  we  re  turning  our  airline,  hotel  a 
catering  businesses  into  a  global  travel  service 

And  we've  invited  other  capable  partners  to 
So  vast  is  our  new  network  that  it  spans  the  ent 
world.  And  so  strong  that  we  can  look  after  yo 
customer  all  the  way. 

When  you  fly  SAS  to  Europe  you'll  be  landin 


)U 


H'r,  > 


loffer,; 


Now  we're  making 
traveling  easier. 


nhagen,  Europe's  friendliest  airport, 
d  from  there  you're  but  a  hop  away  from 
ler  40  European  cities. 

riving  at  your  destination  you'll  find  we  have 
to  offer.  Staying  at  one  of  our  hotels  guarantees 
he  same  high  level  of  service  we  gave  you  on 
I 


It  may  sound  a  little  pretentious,  but  we  actually 
promise  to  be  where  you  want  us  to  be. 


M/S4S 

Well  be  there. 


Scandinavian  Airlines 


Lawrence  Rawl 


Never  much  of  a  hand  at  public  relations,  Exxon's  crusty  chairman  is  beginning 
to  learn,  as  the  nation's  biggest  oil  company  is  battered  by  environmental  and  safety 
problems.  But  his  main  concern  is  still  the  price  of  his  stock,  which  has  stalled 


awrence  G.  Rawl,  Exxon 
Corp.'s  brusque,  outspoken 
CEO,  made  plenty  of  ene- 
mies with  his  handling  of 
last  year's  Valdez  oil  spill. 
First,  he  was  slow  to  appear  on  the 
scene.  Then,  he  was  criticized  for  ending 
the  cleanup  too  quickly.  But  that  was 
only  the  beginning  of  Rawl's  problems. 
On  Christmas  Eve,  a  massive  Louisiana 
refinery  blew  sky  high,  killing  two  work- 
ers. A  few  days  later,  an  underwater 
pipeline  burst  near  New  York,  spewing 
thousands  of  barrels  of  oil  into  the  har- 
bor. Exxon  had  become  environmental- 
ists' Most  Wanted  Corporation. 

While  not  exactly  repentant,  Rawl  has 
tried  to  make  some  amends.  Last  spring, 
he  bowed  to  outside  pressure  and  placed 
oceanographic  scientist  John  H.  Steele 
on  Exxon's  board.  More  recently,  he  cre- 
ated a  vice-presidency  for  environment 
and  safety.  And  the  company  is  conduct- 
ing an  internal  probe  into  whether  sys- 
temic problems  led  to  the  disasters. 

But  Rawl,  61,  has  never  been  one  for 
public  relations.  His  main  concern  these 
days  is  pumping  some  life  back  into 
Exxon's  stock,  which  until  Valdez  was 
one  of  Wall  Street's  best.  From  1983  to 
1988,  its  annual  gain  was  18.7'a,  vs. 
13. for  the  industry.  Early  this  year, 
Exxon's  total  market  value  briefly 
topped  that  of  IBM,  the  perennial  No.  1 
in  the  BUSINESS  WEEK  1000.  But  the 
runup  was  largely  the  result  of  a  mas- 
sive, $15.5  billion  stock  repurchase  pro- 
gram. Rawl  says  he  expects  to  buy  back 
more  stock,  but  finding  the  money  may 
be  tough:  Analysts  say  Exxon  will  pro- 
duce only  modest  excess  cash  from  oper 
ations  over  the  next  few  years. 

One  might  expect  Rawl  to  drum  up 
growth  by  expanding  Exxon's  oil  and 
gas  operations.  For  one,  his  background 
is  oil  production.  He  has  a  petroleum 
engineering  degree  from  the  University 
of  Oklahoma,  and  he  spent  much  of  his 
faicet-  with  Exxon's  domestic  operating 


unit.  More  important,  ana- 
lysts predict  a  steady  in- 
crease  in   oil  prices  as 
OPEC  assumes  more  control 
over  the  oil  market.  So  most  oil 
companies  have  been  busily 
acquiring  or  exploring  for 
new  petroleum  reserves. 

Yet  Rawl  has  kept  his  company  main- 
ly on  the  sidelines.  As  a  result,  Exxon's 
reserves  are  lower  than  they  were  five 
years  ago.  That  leads  outsiders  to  re- 
gard the  company  as  stodgy,  which  is 
not  news  to  its  CEO.  "Fve  heard  so 
much  of  this  I  get  irritable,"  he  says.  He 
claims  that  others  have  been  overpaying 
for  reserves  and  sees  no  need  for  "dra- 
matic departures"  from  his  1980s  strate- 
gy of  maintaining  a  "strong  balance 
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sheet  to  take  advantage 
of  opportunities." 
Exxon  can  afford  to  pick 
and  choose.  It  controls  vast 
North  Slope  and  North  Sea  re- 
serves that  will  produce 
handsome  profits  for  years  to 
come.  But  in  the  long  term,  Rawl's  de- 
fensive posture  could  cause  severe  ero- 
sion in  Exxon's  competitive  position.  In 
fact,  that  may  already  be  happening. 
Says  a  senior  executive  at  one  of  Ex- 
xon's major  rivals:  "At  the  beginning  of 
the  1980s,  Exxon  was  unequivocally  at 
the  top  of  the  pile.  At  the  beginning  of 
the  1990s,  it  isn't."  With  only  three 
years  left  to  retirement,  Rawl  must  hus- 
tle if  he  wants  to  reclaim  the  summit. 

By  Chris  Welles  in  New  York 
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now  umtea  rues  in  me  race 
of  currency  fluctuation* 

United  now  flies  to  tiie  Far  East.  To  Osaka,         United  will  soon  be  able  to  trade  futures  and 
Tokyo,  Singapore  and  more.  It's  a  fiast-growing  mar-  options  around  the  clock,  via  the  CME's  new  elec- 
ket— already  20%  of  their  total  revenues.  tronic  trading  system,  GLOBEX.  The  CME  lists 

But  it's  also  a  fast-growing  source  of  financial  futures  and  options  on  Yen,  Deutschemarks,  British 
risk— as  yen/dollar  exchange  rates  bounce  up  and  Pounds,  Swiss  and  French  Francs,  Australian  and 
down.  Canadian  Dollars. 

Yen  futures  and  options  on  the  Chicago  Mercan-  If  you  need  a  way  to  keep  your  yen  in  an  up- 
tile  Exchange  give  United  a  300  million  dollar  .msbm.  right  and  locked  position,  consider  futures  and 
safety  belt.  So  turbulent  rates  won't  upset  profit  5SSBSS  options  on  the  Chicago  Mercantile  Exchange, 
projections.  "SMKT  We  help  smart  businesses  manage  risk. 

CHrCAGO  MERCANTILE  EXCHANGE® 

The  exchange  of  ideas. 
1-800-331-3332  (US)    01-920-0722  ( Europe)    03-595-2251  (Pacific) 


Henry  Ford  started  the 
assembly  line. 
Now  Volvo  has  stopped  it. 
For  natural  reasons. 


isitors  to  the  small  town 
ol"  Uddevalla  on  Sweden  s 
West  Coast  w  ill  find  Volvo  s 
latest  ear  plant  situated  right 
b\  the  sea. 

Inside  the  plant,  "the  great- 
est step  forward  in  the  history 
of  modern  ear  prodiielion  has 
been  taken",  aeecirding  to 
many  experts. 

The  assembh  line  is  gone. 
Instead,  ears  stand  in  work- 
shops durmg  assembh.  a  small 


team  building  a  eomplete  cai  reeffic 
The  teams  of  workers  see  sjiavvc 
themselves  as  families  and 
that  is  just  what  they  are.  Me 
and  women  of  all  ages  work 
side  by  side,  using  special  er- 
gonomieally  designed  ma- 
chines dex  eloped  especially 
for  them. 

The  rddevalla  workers 
ha\  e  already  demonstrated 
that  their  w  ay  of  making  ear 
is  more  natural,  and  often 


)re  efficient,  than  the  tradi- 
nal  assembly  hne.  They've 
ifirmed  Volvo's  belief  that 
;ponsibility,  involvement, 
naraderie  and  joy  increase 
>rk  satisfaction  and  raise 
3duct  quality. 

Volvo's  thinking  is  quite  nat- 
al: build  a  car  with  commit- 
mt,  pay  attention  to  quality, 
d  the  owner  will  soon  notice 
t  difference. 


VOLVO:  77,000  em- 
ployees worldwide.  Sales 
US  $16  billion.  Business 
activities  encompass  cars, 
trucks,  buses,  marine  and 
industrial  engines,  aero- 
space, food  and  finance. 
Our  position  as  a  major 
international  group  with 
substantial  operations  in 
Europe  and  North  America 
is  a  result  of  quality,  safety, 
high  ethical  standards  and 
showing  care  for  people 
and  the  environment. 


VOLVO 


We  d  like  you  to  meet  some  or  the 
busiest  computer  sales  reps  around. 


:1 


Steve  Nilles,  Chicago,  IL 
(not  pictured) 


LaVorgna,  Wayne.  N| 
(not  pictured) 


Randy  Fryer,  Baltimore,  MD 
(not  pictured) 


Sorry  these  diligent  sales  reps  couldn't  make  the  photo 
shoot  for  this  magazine  ad.  But  their  commitment  to  client 
satisfaction  required  their  absence. 

You  see,  it's  not  enough  for  them  just  to  be  knowledgeable 
about  the  latest  computer  technology.  They  spend  the  bulk 
of  their  time  managing  Sears  Business  Centers'  resources, 
so  they  can  better  serve  your  needs. 

For  instance,  if  you  should  experience  computer 
glitches,  they  can  put  you  in  touch  with  our 
Support  Line.  If  you  need  on-site  service,  they  ___^H^b 
can  send  a  technical  service  rep  to  your  __g|gM| 

office  or  branch  location,  anywhere  in  the  HBS^B  

United  States.  And  to  help  ensure  your  HHfi|||lH^^9 
Local  Area  Network  is  completed  on  time  ^^^^^hiS^ 
and  on  budget,  they'll  work  with  you  from    _  '     -  - 
planning  through  installation,  —  :rsii^^j 

Let  our  sales  reps  show  you  why  COMPAQ  is  an  industry 
leader  in  computer  technology  development.  The  COMPAQ 
DESKPRO  486/25,  for  example,  has  an  evolutionary  new 
Intel  25-MHz  486  microprocessor  that  will  let  you  work  faster 
than  ever  before.  And  the  COMPAQ  SYSTEMPRO  delivers  an 
unprecedented  combination  of  system  performance  and 
expandability  to  networks  and  multiuser  systems. 

To  meet  the  Sears  Business  Centers  rep  in  your  area,  call 
1-800-876-0088,  ext.  210. 


BUSINESS  CENTERS 

COMPAQ,  DESKPRO.  Registered  U  S  Patent  and  Trademark  Office  SYSTEMPRO  is  a  traderT^ark  of 
Compaq  Computer  Corporation 
©  Sears,  Roebuck  &  Co  1990 


Robert  Louis-Dreyfus 


He's  a  French  market  researcher  who  made  his 
reputation  in  the  U.  S.  Now  he's  charged  with  rescuing 
Saatchi  &  Saatchi's  dream:  reclaiming  its  place  as  the 
largest  advertising  and  marketing  conglomerate 


or  Robert  Louis-Dreyfus, 
the  constant  spotlight  shin- 
ing on  Saatchi  &  Saatchi 
PLC  will  take  some  getting 
used  to.  Speaking  to  a  Brit- 
ish TV  reporter,  the  advertising  giant's 
new  CEO  recently  made  what  he 
thought  was  an  innocuous  comment 
about  debt  at  the  troubled  agency.  It 
helped  trigger  a  massive  stock  selloff. 
C'est  la  vie  in  the  high-profile  ad 


world.  For  the  43-year-old  Louis-Drey- 
fus, CEO  since  Jan.  1,  it's  a  far  cry  from 
the  business  where  he  made  his  mark — 
supplying  market  research  to  the  drug 
industry.  But  he  had  better  get  his  bear- 
ings in  a  hurry:  Saatchi,  onetime  flag- 
ship of  the  ad  industry,  is  listing  badly. 

How  did  he  end  up  there?  Agency  co- 
founders  Maurice  and  Charles  Saatchi 
were  drawn  to  his  track  record.  Former 
colleagues  say  the  Harvard  MBA  played 


a  key  role  in  making  U.  S.-based  IMS 
International  Inc.  the  world's  largest 
supplier  of  drug  industry  data.  The  Saat- 
chis  tried  to  buy  IMS  in  1988  but  lost  to 
Dun  &  Bradstreet  Corp. 

Already,  a  combination  of  Gallic 
charm,  straightforward  talk,  and  a 
seemingly  tireless  work  ethic  has  helped 
Louis-Dreyfus  win  over  some  skeptical 
insiders  at  Saatchi.  By  June,  he  plans  to 
have  visited  every  major  Saatchi  unit. 

Still,  Louis-Dreyfus'  challenge  is 
daunting.  Saatchi  rang  up  its  first-ever 
loss  last  year — of  $95  million.  Moreover, 
it  remains  heavily  burdened  with  debts 
that  it  ran  up  in  its  misguided  foray  into 
the  management-consulting  business. 
Analysts  now  expect  that  interest  and 
dividend  payments,  compounded  by  a 
slowdown  in  adver- 
tising in  the  U.  S. 
and  Britain,  will 
serve  to  depress  f 
earnings  lev- 
els in  1990. 

Then  there  is 
the  embarrassment  of 
falling  behind  Martin 
Sorrell,  the  for- 
mer Saatchi  ex- 
ecutive whose 
competitive 

WPP  Group  PLC  now  ranks 
No.  1  in  the  world  in  billings. 
"We're  in  a  tougher  phase  than 
we're  used  to,"  concedes  Louis-Dreyfus. 

Louis-Dreyfus  must  also  contend  with 
the  hostility  of  Carl  Spielvogel,  chairman 
of  Backer  Spielvogel  Bates  Worldwide, 
one  of  Saatchi's  two  principal  advertis- 
ing networks  (the  other  is  Saatchi  & 
Saatchi  Advertising).  Spielvogel  makes 
no  secret  of  his  unhappiness  with  the 
Saatchi  brothers'  policies,  and  Louis- 
Dreyfus  is  their  boy. 

He  is  the  first  to  admit  that  recovery 
may  be  three  years  off.  Neither  he  nor 
the  brothers  intend  to  break  apart  or 
sell  the  advertising  and  marketing  net- 
works. But  he  hopes  to  have  its  eight 
consulting  units  sold  by  June,  and  more 
cutbacks  will  follow. 

For  all  of  this,  the  lanky,  cigar-smok- 
ing executive  gave  up  what  might  have 
been  an  easier,  more  logical  career  path: 
joining  Louis  Dreyfus  et  Cie.,  his  fam- 
ily's diversified  empire.  But  he  says  he 
was  attracted  to  Saatchi  by  the  chance 
of  a  turnaround.  As  he  now  knows  well, 
the  whole  world  is  watching  him  try. 

By  Richard  A.  Melcher  in  London 
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^^1— J  A  IT  \  A/I— lO  r^OPC  Tl— IPPP?^^'^  lot  of  radar  systems  might  not 
M/ALI,  V  VlIW  I  nLrxLS     you  the  answer  fast  enough.  By 

time  you  determine  whether  that  "blip"  is  an  enemy  tank  or  a  complacent  cow,  it  could  be 
late  to  take  the  right  action.    But  now,  with  an  advanced  form  of  radar  technology  called 
meter  wave,  Martin  Marietta  has  made  more  exact  target  recognition  possible— with  great  s[ 
and  precision.  Millimeter  wave  can  distinguish  a  truck  from  a  tree,  a  tank  from  a  truck,  and  ( 
a  column  of  tanks  from  a  herd  of  cattle  by  recognizing  the  unique  radar  signature— or  "fingerpi 

?  1989  Martin  Mdfietta  Corporation  i; 


millimeter  wave  doesn't  just  tell  you  if  something's  there;  it  tells  you  automatically  what's 
'—quickly,  precisely,  and  regardless  of  inclement  weather.  ®  At  Martin  Marietta,  we  apply  the 
'  creative  intelligence  to  millimeter  wave  technology  that  we  bring  to  other  systems  and  products 
?fense  electronics,  space,  communications,  information  management,  energy  and  materials, 
at's  what  distinguishes  us  in  our  field. 


STERMINDING  TOMORROW'S  TECHNOLOGIES.  taaSgSBOiSia 
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William  Miller 


n  1980,  G.  William  Miller 
played  a  small  but  critical 
role  in  the  Iran  hostage  cri- 
sis: The  Carter  Administra- 
tion's Treasury  Secretary 
helped  persuade  U.  S.  banks  holding  fro- 
zen Iranian  funds  to  release  the  money, 
paving  the  way  for  eventual  release  of 
the  hostages. 

Now  he's  testing  his  persuasive  skills 
again:  As  the  new  chairman  and  chief 
executive  of  Campeau  Corp.'s  U.  S.  re- 
tail operations,  which  filed  for  bankrupt- 
cy protection  in  January,  he  is  negotiat- 
ing for  a  company  held  hostage  by  its 
creditors.  Federated  Stores  has  $7.5  bil- 
lion in  debts,  two  sets  of  bondholders,  18 
major  trade  creditors,  and  hundreds  of 
miscellaneous  others  clamoring  to  get  as 
many  cents  on  their  dollars  as  possible. 
Until  a  reorganization  plan  is  approved. 
Federated  can't  buy  goods  or  make  ma- 
jor changes  without  an 
0.  K.  from  the  bankrupt- 
cy court.  Miller  hopes  to 
have  a  reorganization 
approved  by  yearend. 

Despite  10  years  as  a 
Federated  director, 
Miller,  64,  has  no  operat- 
ing experience  in  the  re- 
tail industry.  But  the 
Borger  (Tex.)  native  has 
a  wealth  of  experience  in 
finance,  both  good  and 
bad.  He  was  blamed  for 
letting  inflation  get  out 
of  control  in  the  late 
1970s,  when  he  was 
chairman  of  the  Federal 
Reserve  Board.  But  as 
Treasury  Secretary,  He 
ran  the  government 
group  that  steered 
Chrysler  Corp.  out  of 
bankruptcy.  Most  recent- 
ly, he  was  chairman  of  a 
Washington  (D.  C.)  mer- 
chant-banking firm  hear- 
ing his  name. 

Federated,  coinijoscil 
of  the  former  Federateil 
Department  Stores  Inc. 
and  Allied  Stores  Corji.. 
was  assembled  by  Cana- 
dian real  estate  develop- 
er Robert  Campeau  be- 
tween 1986  and  1988.  To 


As  the  man  in  charge  of 
sweeping  up  the  wreckage  of 
Campeau's  U.  S.  retaiUng 
empire,  the  former  Fed 
chairman  must  please  both 
creditors  and  customers 


pull  off  the  $6.6  billion  takeover  of  Cin- 
cinnati-based Federated,  Campeau  out- 
bid rival  R.  H.  Macy  &  Co.,  forcing  Cam- 
peau to  pay  $500  million  more  than  he 
originally  planned.  Much  of  Campeau's 
debt  came  in  the  form  of  expensive  junk 
bonds,  which  the  company  has  proved 
unable  to  refinance. 

Miller  has  moved  quickly  to  restore 
supplier  confidence.  Less  than  30  days 
after  the  company's  Jan.  15  filing,  he 
engineered  a  $2.4  billion  financing  pack- 
age with  several  money-center  banks. 
Then  he  wooed  retailing  wizard  Allen  I. 
Questrom — who  had  spent  most  of  his 
career  at  Federated — from  rival  Neiman 
Marcus  to  supervise  day-to-day  opera- 
tions at  Bloomingdale's  and  nine  other 
Federated  chains. 

But  the  reorganization  probably  will 
take  a  lot  longer  than  the  year  Miller 
predicts.  The  case  is  complicated,  and  his 
options  are  very  limited. 
Miller  really  can't  break 
up  Federated  because 
the  resulting  tax  liabil- 
ities would  wipe  out  any 
gains  made  by  selling 
the  pieces.  Even  Bloom- 
ingdale's, which  was  put 
on  the  block  before  the 
bankruptcy,  has  appar- 
ently not  found  a  bidder 
at  the  right  price,  and 
Miller  says  Federated 
may  change  its  mind 
about  selling. 

When  it  comes  to  cred- 
itors. Miller  has  no 
hoice  but  to  haggle  till 
le  forges  an  agreement. 
(  reditors  are  still  hoping 
U)  recoup  close  to  100$ 
on  the  dollar.  Miller, 
known  for  being  a  tough 
negotiator,  won't  say 
what  he  plans  to  offer, 
but  hints  that  it's  likely 
to  be  a  lot  less  than  that. 
"Creditors  will  have  to 
look  for  a  reasonable  re- 
covery," he  says.  By  the 
time  he  sorts  this  mess 
out.  Miller  may  long  for 
those  simple  days  of  the 
Carter  Administration. 

By  Stephen  Phillips  in 
Clevela  nd 
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Today  they  would  both  be  losers. 


Read  a ny  good  fa i ry  ta les  lately? 
Like  the  one  about  a  steady, 
changing  approach  keeping  a 
mpany  competitive? 
Then  look  around. 
There  aren't  many  tortoises  left, 
ey  have  been  overtaken  by 
'ifter,  technologically  driven 
mpetitors. 

Of  course,  Andersen  Consulting 

99  Andersen  Consulting,  AA  &  Co.,  S  C. 


isn't  suggesting  that  you  model 
your  business  on  the  hare  either. 
Speed  without  strategy  is  ulti- 
mately a  losing  formula.  Especially 
when  it  comes  to  information 
technology. 

At  Andersen  Consulting,  we 
help  companies  merge  disci- 
plined business  thinking  with 
technological  prowess.  Because 


these  days,  it  takes  both  to  be 
a  winner 

And  that,  we  believe,  is  the  new 
moral  of  this  old  story. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 

Where  we  go  from  herer 


The  Universal  Lang 


Commitment 


Daewoo  is  a  company  with  a  lot  of  heart.  Simply  put,  Daewoo 
will  do  whatever  it  takes  to  help  your  company  reach  its  goal. 
We'll  commit  the  people,  the  expertise,  and  the  capital.  That's 
why,  in  just  over  two  decades,  Daewoo  has  become  a  universal 
name  in  such  diverse  fields  as  trading  arid  shipbuilding, 
aeronautics  and  electronics,  construction  and  telecommunications, 
finance  and  heavy  industn/.  For  infonnation  on  how  Daewoo's 
commitment  can  help  your  company,  call  Daewoo. 


Daewoo  International  (Amenca)  Corp.  (212)  909-8200. 


The  Universal  Language  of  Quality. 


For  Ihe  first  time 
ever,  new  chairmen  are 
taking  the  wheels  at  f  ord  and  General 
Motors  in  the  same  year.  What  a  time  to 
be  a  student  driver:  Japanese  rivals  get 
stronger  by  the  day.  U.  S.  car  sales  are 
sluggish.  And  distant  overseas  markets, 
once  all  but  ignored,  have  become  the  key 
battlegrounds  of  the  1990s.  For  Harold 
Poling  at  Ford,  and  in  all  likelihood  for 
Robert  Stempet  at  General  Motors,  it  will 
be  a  year  like  none  before. 


R 


obert  C.  Stempel,  front-run- 
ner in  the  race  to  become 
chairman  of  General  Motors 
Corp.,  is  certainly  a  candi- 
date for  high  office.  And 
lii<e  any  good  poHtician,  Stempel  has 
learned  how  to  hold  his  tongue  at  appro- 
priate moments.  Asked  to  describe  his 
top  priority  for  the  automotive  giant  in 
1990,  the  GM  president  replies,  "Stay 
the  course." 

It's  a  nice,  statesmanlike  thing  to  say. 
The  trouble  is  that  as  a  strategy,  stay- 
ing the  course  is  probably  the  last  thing 
GM  needs.  The  auto  maker's  share  of 
the  U.  S.  passenger  car  market  slid  to 
34.57'  last  year,  down  10  points  since 
1981,  when  Roger  B.  Smith  took  office 
as  chairman.  GM's  once-thriving  U.  S. 
auto  operations  barely  broke  even  last 
year.  They're  being  jjropped  up  by  GM's 
booming  overseas  units  and  nonauto 
businesses:  Even  including  strong  prof- 
its at  General  Motors  Acceptance  Corp. 
and  Electronic  Data  Systems,  U.  S.  earn- 
ings in  1989  were  only  $1.3  billion,  out  of 
GM's  total  net  of  $4.2  billion. 

Stempel,  56,  may  feel  more  comfort- 
able discussing  GM's  problems  come 
this  summer.  If  he  gets  board  approval 
in  the  spring,  as  expected,  he  would  as- 
sume the  top  job  on  Aug.  1.  Paramount 
on  his  agenda  will  be  refurbishing  GM's 
image.  That  means  shedding  its  tired 
U.  S.  product  line  and  making  better- 
looking  cars.  At  the  same  time,  expenses 
desperately  need  cutting.  GM  is  after 
all.  North  America's  high-cost  automo- 
bile producer. 

The  new  chairman  will  also  need  to 
act  skillfully  in  contract  negotiations 
with  the  United  Auto  Workers.  GM's 
hourly  workers  received  meager  $50 
profit-sharing  checks  for  1989  while  the 
company  set  aside  millions  of  dollars  in 


Robert  Stempel 


The  heir-apparent  at  General  Motors  is  keeping  a 
low,  cautious  profile  until  he's  anointed  Roger  Smith's 

successor.  If  he  gets  the  job,  he'll  need  to  be 
a  lot  bolder  to  rebuild  his  company's  market  position 


bonuses  for  executives.  So  tempers  may 
run  high.  Then  there's  GM's  much-hyped 
Saturn,  which  comes  off  the  line  this 
spring  and  appears  in  showrooms  in  the 
fall.  Expectations  are  high,  and  the  new 
chairman  will  have  to  make  sure  that 
Saturn  delivers. 

Trained  as  an  engineer,  Stempel  has 
long  championed  improvements  in  de- 
sign and  engineering.  Although  he 
claims  no  particular  expertise  in  styling, 
as  head  of  GM's  Adam  Opel  unit  from 


1980  to  1982  he  helped  launch  the  Ka- 
dett.  With  clean  styling,  it  represented  a 
break  from  Opel's  stodgy  image,  and  it 
was  first  in  a  series  of  cars  that  helped 
lay  the  groundwork  for  a  turnaround  at 
GM  Europe. 

Assuming  Stempel  becomes  chairman, 
his  international  experience  will  help 
him  understand  the  global  battleground 
on  which  GM  competes.  One-third  of 
GM's  vehicles  are  sold  outside  the  U.  S., 
and  the  hot  growth  markets  are  in  Eu- 
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•ope  and  Asia.  Stempel  and  his  team 
nust  be  sure  to  keep  a  close  watch  on 
apanese  and  German  carmakers  and  be 
•eady  to  match  them  car  for  car,  feature 
or  feature. 

Some  insiders  describe  Stempel  as  a 
leliberate,  even  slow,  decision  maker. 
3ut  the  career  GM  employee  also  has  a 
'lair  for  motivating  the  troops.  This  is 
ooted  in  his  conviction  that  people  want 
0  do  a  good  job.  "Nobody  goes  to  work 
laying:  'I  want  to  be  average  today,'  " 
Stempel  says.  He  had  better  hope  so. 
t's  going  to  take  a  lot  more  than  aver- 
ige  work  to  turn  around  the  ponderous 
ieneral  Motors. 

By  James  B.  Treece  in  Detroit 


or  the  past  five  years,  Don- 
ald E.  Petersen  and  Harold 
A.  Poling  have  worked  as  a 
team  to  bring  Ford  Motor 
Co.  roaring  back  to  profit- 
ibility.  But  the  chairman  and  vice-chair- 
nan  evidently  differed  on  one  issue: 
low  to  deal  with  the  Ford  family,  which 
:ontrols  40%-  of  the  company's  voting 
;tock.  Although  he  was  one  of  the  most 
•espected  auto  bosses  ever,  Petersen 
■uffled  some  of  the  younger  Fords  by 
lot  promoting  them  as  quickly  as  they 
vanted.  The  64-year-old  Poling,  who 
:ook  over  from  Petersen  in  March,  may 
lot  have  to  endure  the  same  friction. 
Liess  than  a  week  on  the  job,  he  tapped 
tVilliam  Clay  Ford  Jr.,  the  late  Henry 
i'^ord  H's  nephew,  to  run  business  strate- 
gy for  Ford's  automotive  group — a  criti- 
;al  post. 

Keeping  the  Fords  happy  is  impor- 
;ant,  but  there's  a  lot  more  to  the  job 
:han  that.  Over  the  past  few  years.  Ford 
las  produced  a  string  of  top-selling  cars, 
ncluding  the  Taurus,  the  Probe,  and  a 
European-inspired  Lincoln  Continental. 
But  their  success  camouflages  a  large 
jroblem:  Ford  isn't  turning  out  new 
models  quickly  enough.  The  Taurus,  un- 
/eiled  in  1985,  isn't  due  for  a  replace- 
ment until  1993.  Ford's  April  introduc- 
:ion  of  an  all-new  subcompact  Escort 
:omes  a  full  decade  after  the  first  Es- 
cort hit  the  market. 

By  contrast,  every  four  years  Honda 
revamps  its  Accord,  which  last  year  ac- 
tually became  the  largest-selling  car  in 
America.  The  other  Japanese  manufac- 
turers follow  a  similar  schedule,  and 
even  General  Motors  will  be  replacing 
more  of  its  cars  over  the  next  five  years 
than  Ford  will.  Moreover,  with  develop- 
ment of  new  engines  and  transmissions 
also  lagging,  the  Ford  pipeline  doesn't 


Harold  Poling 


Ford  Motor's  new  boss  is  a  great  one  for  cutting 
costs  and  saving  money.  Now  he  must  learn  to  spend  it 
on  newer  and  better  cars  if  he  wants  to  keep  Ford's 
momentum  going  against  the  Japanese 


appear  too  promising.  To  rev  thiug.>  u;). 
Poling,  like  Petersen  before  him,  vows 
to  spend  "substantially  more"  over  the 
next  few  years,  though  he  won't  say 
specifically  how  much. 

Free  spending  is  not  a  Poling  hall- 
mark. In  40  years  at  Ford,  where  he 
came  up  through  the  finance  ranks,  the 
laconic  executive  built  a  reputation  as  a 
cost-cutter.  To  stanch  the  red  ink  that 
threatened  Ford's  survival  in  the  early 
1980s,  he  closed  plants  and  axed  new- 
engine  programs.  More  recently,  he 
joined  Petersen  in  chewing  out  manag- 
ers who  had  brought  in  the  new  1989 
Thunderbird  overweight  and  over  bud- 


yti.  I'urtly  because  of  Poling's  cost-con- 
trol efforts,  Ford  outearned  much-larger 
GM  from  1986  to  1988.  Last  year.  Ford 
had  net  income  of  $3.8  billion  on  reve- 
nues of  $96.1  billion. 

But  in  the  long  run,  bigger  profits  can 
only  come  from  newer  and  better  cars — 
a  belief  that  appears  to  be  shared  all 
through  Ford  headquarters.  Says  Allan 
D.  Gilmour,  president  of  Ford's  automo- 
tive group:  "We  made  money,  we  saved 
it,  and  now  we're  going  to  spend  it."  If 
Poling  can  spend  as  adroitly  as  he  used 
to  cut,  he  ought  to  keep  all  the  share- 
holders happy — not  just  the  Fords. 

By  James  B.  Treece  in  Detroit 
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Richard  Rosenberg 


Now  comes  the  hard  part  for  Bank  America's  new  chief.  Pulled  back  from  the  brink 
in  a  dazzling  turnaround,  the  huge  bank  must  start  growing  again. 
Rosenberg's  background  in  marketing  may  be  just  what  the  mammoth  needs 


i 


hen  he  move.- 
into  the  chair- 
man's office  of 
BankAmerica 
Corp.,  Richard 
M.  Rosenberg  will  inherit  a 
giant  that  has  completed  a 
stunning  comeback.  Since 
1986,  A.  W.  Clausen,  the  re- 
tiring chairman,  has  been 
shrinking  the  company, 
cleaning  up  bad  loans,  and 
hacking  away  at  overhead. 
The  result:  a  record  Sl.l  bil- 
lion in  earnings  last  year, 
after  losses  of  S1.8  billion 
from  1985  to  1987.  Now 
with  the  repairs  done,  the 
new  CEO  gets  to  the  hard 
part:  growth. 

Rosenberg,  60,  seems  up 
to  the  task.  Since  joining 
BankAmerica  in  1987,  he 
has  led  the  rejuvenation  of 
its  California  commercial 
and  retail  operations,  the 
engine  of  the  turnaround.  It 
was  an  impressive  effort: 
Thanks  to  a  marketing  blitz 
directed  by  Rosenberg,  the 
bank's  snazzy  Alpha  ac- 
count, a  combination  of 
checking,  savings,  and  over- 
draft credit,  has  garnered  -550,000  cus- 
tomers since  mid-1988.  The  bank  won 
points  with  busy  consumers  last  year  by 
starting  Saturday  branch  hours.  And 
consumer  loan  and  residential  mortgage 
volumes  were  up  more  than  25%  in  1989. 

Rosenberg  is  considered  a  marketing 
expert,  but  he  it  well-schooled  in  other 
disciplines,  too.  Ti  ■  son  of  a  Massachu- 
setts apparel  salesi  an,  he  has  a  bache- 
lor's degree  in  journalism,  plus  graduate 
degrees  in  law  and  business  administra- 


tion. He  spent  most  of  his  career  at 
Wells  Fargo,  joining  BofA  as  a  vice- 
chairman.  Affable  and  energetic,  Rosen- 
berg is  likely  to  set  an  informal  tone  at 
BankAmerica — quite  a  switch 
from  Clausen's  stormy  reign. 

With  New  York  banks  set   ^ 

to  invade  California  when  ^ . 
interstate    banking  be- 
comes legal  in  1991,  Rosen- 
berg probably  will  look  for 
acquisitions  to  expand  his  pres- 
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ence  in  the  West.  Last  year, 
the  bank  took  several  steps 
in  that  direction:  It  acquired 
footholds  in  Nevada  and  Or- 
egon, and  it  paid  S68  million 
for  a  12-branch  bank  in 
Washington  state  that  com- 
plements its  SeaFirst  sub- 
sidiary. But  Rosenberg, 
who  declined  to  be  inter- 
viewed, must  keep  watch  on 
credit  quality  to  avoid  a  re- 
peat of  the  problems  that 
nearly  drove  BankAmerica 
under  four  years  ago. 

He  also  must  pay  careful 
attention  to  the  world  bank- 
ing group's  wholesale  and 
international  operations. 
The  bank  plans  to  remain  in 
all  45  countries  where  it 
now  does  business,  but  it's 
seeking  higher  returns.  It 
recently  opened  a  new  mon- 
ey-processing center  near 
London,  which  may  help 
lower  back-office  costs. 

But  Rosenberg's  tough- 
est task  may  be  to  keep  the 
mammoth  structure  from 
slowing  down  again. 
"Dick's  challenge  is  to  keep 
trying  hard  and  not  just  be 
satisfied  with  surviving,"  says  a  Bank- 
America  director.  He's  likely  to  stress 
being  a  profitable  "super-regional"  of 
the  West.  It  won't  be  as  glamorous  as  in 
the  days  when  BankAmerica 
was  a  global  player.  But  as 
long  as  he  can  keep  it 
growing  and  profitable, 
Rosenberg  shouldn't  hear 
many  complaints. 

By  Maria  Shao  in  San 
Francisco 
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Robin  Burns 


Taking  over  as  head  of  the 
flagship  division  of  Estee 
Lauder,  the  nation's  biggest 

cosmetics  company,  a 
wunderivind  must  ginger  up 
the  No.  1  brand  in  a  sluggish 

retailing  environment 


D 


uring  her  seven  years  as 
president  of  Calvin  Klein 
Cosmetics  Corp.,  Robin 
Burns  turned  down  a  num- 
ber of  job  offers  from  Estee 
Lauder  Inc.  At  times,  it  may  have  been 
tempting.  Estee  Lauder  is  the  largest 
and  arguably  most  prestigious  company 
in  the  cosmetics  industry.  Calvin  Klein 
was  small  and  unprofitable  when  Burns 
signed  on.  Yet  she  held  firm.  "I  wanted 
the  excitement  of  building,"  she  recalls. 

On  the  other  hand,  she  didn't  throw 
away  Lauder's  number.  Calvin  Klein 
was  recently  acquired  by  Unilever  PLC, 
and  Burns  wanted  out.  In  May,  she  be- 
comes president  of  Estee  Lauder  USA, 
the  company's  flagship  division.  As  head 
of  a  business  with  annual  sales  of  more 
than  $600  million,  and  a  217'  chunk  of 
the  upscale  cosmetics  market,  she  has 
one  of  the  most  powerful  jobs  in  the 
industry.  Now  she'll  get  e.xcitement  of  a 
different  sort — trying  to  live  up  to  ex- 
pectations. 

Burns,  37,  is  being  asked  to  breathe 
new  life  into  a  42-year-old  line  of  cosmet- 
ics. Though  Lauder  is  already  No.  1  in 
the  U.  S.,  the  retail  environment  is  slug- 
gish. At  department  stores,  the  tradi- 
tional venue  for  prestige  cosmetics, 
sales  growth  is  slowing.  Plus,  with  the 
Chapter  11  filing  of  Bloomingdale's  par- 
ent company  and  the  liquidation  of  other 
chains,  the  department  store  universe  is 
shrinking.  Analysts  say  Lauder  will 
need  new  distribution  such  as  freestand- 
ing shops  or  perfume  specialty  stores 
popular  in  Europe.  Burns  demurs:  Lau- 
der can  do  more  business  in  fewer 
department  stores,  she  argues 
Burns's  enthusiasm  for  de- 
partment stores  may  have 
•something  to  do  with  her 
resume.   After  graduat- 
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ing  from  ^uat-  u.-^c  L  iiiversity,  the  Colo- 
rado Springs  (Colo.)  native  went  to  work 
at  Bloomingdale's,  eventually  rising  to 
divisional  merchandise  manager  for  cos- 
metics. There,  her  ability  to  shape  strat- 
egy led  Minnetonka  Corp.  Chairman 
Robert  R.  Taylor  to  hire  her  as  president 
of  Calvin  Klein  Cosmetics.  She 
was  all  of  30  years  old. 

At  Calvin  Klein,  Burns 
introduced  four  blockbust- 
er fragrances — Obsession 
and  Eternity,  a  pair  each 
for  women  and  men.  The 
string  of  successes  was 
unprecedented  in  the  in- 
dustry. In  seven  years. 


Klein  went  from  losing  money  on 
million  in  sales  to  $45  million  in  pretax 
profits  on  revenues  of  $250  million. 

Once  there.  Burns  revealed  an  ex- 
traordinary talent  for  tapping  into  the 
public  psyche.  Her  steamy  ads  for  Ob- 
session, as  well  as  the  more  romantici 
ones  for  Eternity,  remain  examples  of| 
how  powerful  advertising  can  draw  buy- 
ers. A  new  ad  strategy  for  Lauder  is 
still  months  away.  But  Burns  already 
knows  that  she  wants  to  move  away 
from  Lauder's  "mature"  image  to  culti- 
vate a  younger,  possibly  hipper  custom- 
er. If  her  record  at  Calvin  Klein  is  any 
guide,  she'll  have  no  trouble  doing  that. 
By  Andrea  Rothman  in  Neir  York 
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An  imposing  majority  of  today's  magazines 
and  newspapers  are  designed  and  written  on 
the  screens  of  Kodak  Atex  computer  systems. 

Kodak  Atex  systems  have  been  the  favorite  of 
magazine  and  newspaper  journalists  around  the 
world  for  over  15  years.  Publications  large 
and  small  are  designed  and  written  on  computers 
driven  by  Atex  software.  The  latest  evolution: 
a  totally  integrated  PC-based  system  for  magazine 
art,  editorial  and  production/makeup  departments. 
Other  kinds  of  publications— instruction  and 
training  manuals  which  need  frequent  updating, 
for  example— are  created  on  the  screens  of  Kodak 
electronic  publishing  systems. 

We  are  more  than  photographs.  We  are  the 
world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1800  445-6325,  Ext.  960E. 


The  new  vision  of  Kodak 


Robert  Bauman 


After  engineering  a  huge  Anglo-American 
pharmaceuticals  merger,  SmithKline  Beecham's 
chairman  must  prove  that  his  bigger-is-better 
vision  will  pay  off  at  the  bottom  line 


R 


obert  P.  Bauman  was  the 
classic  outsider  when  he 
took  the  helm  at  Britain's 
Beecham  Group  PLC  in  late 
1986.  An  American,  he  had 
never  lived  outside  his  home  country, 
and  he  knew  little  about  Beecham's  big- 
gest earner,  pharmaceuticals.  But  Bau- 
man quickly  realized  that  the  drug  in- 
dustry was  ripe  for  consolidation.  The 
largest  player,  Merck  &  Co,  controlled 


only  A%  of  the  market,  and  research 
costs  were  soaring.  Ranked  23rd  world- 
wide with  $1.5  billion  in  drug  sales,  Bee- 
cham was  vulnerable.  "We  could  either 
go  up  and  be  one  of  the  top  10,  or  we 
could  become  a  niche  player,"  he  says. 
Result:  Last  year,  Bauman  cut  a  critical 
merger  with  SmithKline  Beckman  Corp., 
which  added  $3  billion  to  his  sales — $1.8 
billion  in  pharmaceuticals  alone. 
On  paper,  his  SmithKline  Beecham 


PLC  looks  great.  With  $6.9  billion  in 
sales,  it  ranks  among  the  world's  top 
five  companies  in  pharmaceuticals  and 
over-the-counter  remedies.  Now,  Bau- 
man, 59,  must  make  his  bigger-is-better 
vision  work.  And  there  are  some  big 
obstacles:  With  55,000  employees,  SKB 
has  the  same  costs  as  the  industry  gi- 
ants, but  it  lacks  the  internal  cohesion 
and  the  zeal  to  innovate  of  a  Merck. 
Before  the  merger,  the  SmithKline  por- 
tion of  the  company  hadn't  introduced  a 
significant  new  drug  in  a  decade. 

To  get  the  merger  off  to  a  clean  start, 
Bauman  froze  nearly  all  integration  ac- 
tivity at  the  two  companies  for  six 
months  while  managers  designed  a  plan 
to  effect  the  union  in  one  stroke.  That 
plan  peaked  in  March,  when  SKB  an- 
nounced that  it  would  write  off  $807 
million  and  would  close  60  offices  and 
production  sites  by  the  end  of  1991. 
SKB's  results  looked  decidedly  anemic, 
with  pretax  earnings  up  only  3%,  to 
$1.17  billion.  But  ana- 
lysts figure  that  sav- 
ings will  boost 
earnings  by  15%  a 
year  until  1993.  "^^^ 
Then,  Bauman  will 
need  to  rely  on  SKB's 
labs  for  a  raft  of  inno- 
vative new  drugs  in 
order  to  improve  profits. 

Bauman  got  his  start  in  another  new- 
product-driven  field:  food.  After  gradu- 
ating from  Harvard  business  school,  he 
spent  23  years  at  General  Foods  Corp. 
He  left  in  1981,  to  become  chairman  of 
Avco  Corp.  There,  the  Cleveland  native 
took  a  long  look  at  the  ailing  conglomer- 
ate's ragbag  of  operations  before  selling 
selected  chunks.  A  turnaround  was  well 
advanced  when  Textron  Inc.  bought 
Avco  in  1985. 

The  gangly,  extroverted  Bauman  al- 
lows managers  plenty  of  freedom,  but 
there's  little  doubt  who's  in  charge.  "I 
call  him  the  velvet  hammer,"  says 
James  G.  Andress,  a  former  top  Bee- 
cham executive.  Bauman's  American 
"just-call-me-Bob"  informality  grates  on 
some  in  his  adopted  country.  But  some 
of  his  American  techniques,  such  as  ty- 
ing managerial  pay  to  achievement  of 
specific  goals,  seem  to  work.  Profits, 
nearly  flat  before  he  arrived,  rose  16%  a 
year  at  Beecham  before  it  linked  up  with 
SmithKline.  Now  the  real  trick — making 
his  megamerger  pay  off — lies  ahead. 

By  Mark  Maremont  in  London 


THE  1990  BUSLNESS  WEEK  1000 


122 


PHOTOGRAPH  BY  STEVEN  BEGLEITl 


Eastman  Kodak  Company,  1989 


When  a  page  is  captured,  the  film,  camera, 
scanner,  chemicals  and  processor  are  likely  to 
be  from  Kodak.  As  are  the  experts  who 
stand  behind  them. 

Kodak  has  been  a  leader  in  film, 
chemical  and  processor  technology 
almost  since  there  was  a  graphic  art. 
Now  we  are  leaders  in  electronics, 
easing  the  evolution  from  one  technology 
to  another  Whatever  the  product,  there  are 
always  Kodak  people  backing  it  up,  helping 
customers  "get  it  right  the  first  time'/ 
sharing  knowledge.  And  there 
always  will  be. 

We  are  more  than  photographs.  We  are 
the  world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960G. 


The  new  vision  of  Kodak 


John  Hennessy 


hen  Campeau  Corp.'s  retail- 
ing operations  filed  for 
bankruptcy  protection  in 
January,  nobody  on  Wall 
Street  felt  the  shock  waves 
more  than  John  M.  Hennessy.  His  CS 
First  Boston  Inc.  held  $38  million  in 
these  companies'  bonds,  now  worth  a 
fraction  of  their  original  value.  The  pri- 
vately held  investment  bank  took  big, 
undisclosed  losses  in  the  Campeau  deba- 
cle, which  helped  knock  down  its  profit 
for  last  year  to  only  $11  million.  In  1987, 
its  last  year  as  a  public  company.  First 
Boston  netted  $108  million. 

But  that's  only  the  beginning  of  the 
problems  facing  Hennessy.  First  Boston 
is  stuck  with  some  $850  million  in  bridge 
loans — money  it  advanced  clients  to  help 
them  finance  big  takeovers.  After  the 
collapse  of  the  junk  market,  there  have 
been  few  takers  for  that  paper,  leaving 
First  Boston  with  about 
43%  of  its  capital  tied  up 
in  highly  leveraged  com- 
panies. One  example:  a 
$475  million  loan  to  Ohio 
Mattress.  First  Boston 
had  to  sell  $250  million 
of  the  loan  to  its  parent 
company,  CS  Holding. 

At  the  same  time, 
Hennessy  is  trying  to 
shore  up  some  of  First 
Boston's  basic  business- 
es. Its  share  of  the 
mergers-and-acquisitions 
market  tumbled  to  18'^ 
in  1989,  from  25%  in  1987 
when  it  was  one  of  Wall 
Street's  most  competi- 
tive firms.  Part  of  the 
problem  is  that  the  firm 
hasn't  fully  recovered 
from  the  resignations  in 
February,  1988,  of  merg- 
er musters  Bruce  Was- 
serstein  and  Joseph  R. 
Perella,  who  left  to  form 
their  own  firm.  Ironical- 
ly, they  were  frustrated 
that  the  firm  had  not 
been  more  aggressive 
about  putting  its  own 
money  into  takeovers. 
Their  Wasserstein,  Pc: 
ella  &  Co.  has  participa: 
ed  in  some  of  the  big- 


First  Boston's  hard-pressed 
chief  is  scrambling  to  reverse 
the  long  slide  of  a  once-proud 
investment  bank.  Holding 
devalued  Campeau  bonds  is 
onlv  one  of  his  troubles 


gest  takeovers  ever,  while  First  Boston 
has  not.  "We  haven't  done  some  of  the 
big  blockbusters,"  Hennessy  concedes. 

He's  scrambling  hard  to  reverse  the 
slide.  For  one,  he's  trj-ing  to  change 
First  Boston's  approach  to  M&A.  With 
the  deal  business  softening,  he  wants 
the  firm  to  concentrate  less  on  chasing 
deals  and  more  on  building  lasting  rela- 
tionships with  customers.  He  also  has 
shifted  some  key  personnel  within  the 
firm  lately.  In  January,  he  moved  Wil- 
liam E.  Mayer,  CEO  of  First  Boston's 
U.  S.  arm,  to  head  a  new  merchant-bank- 
ing company  within  the  firm.  Mayer's 
mandate  is  to  build  more  business,  but 
also  to  manage  the  firm's  merchant 
banking  portfolio  more  carefully. 

Diversifying  First  Boston's  revenue 
base  is  another  goal.  In  February,  Hen- 
nessy hired  Allen  Wheat,  who  had  been 
chief  executive  of  Bankers  Trust  Inter- 
national in  London,  to 
lead  a  Pacific  expansion 
drive.  And,  figuring  that 
rivals  are  wrong  to  cut 
bond-trading  operations, 
Hennessy  snapped  up  10 
l)ros  from  the  sm.all  trad- 
ing firm  of  Voute  Coats 
.Stuart  &  O'Grady  in  Jan- 
uary. At  the  same  time, 
though,  some  of  First 
Boston's  leading  govern- 
ment-bond traders,  in- 
cluding David  G.  Bunt- 
ing, head  of  trading, 
recently  left  the  firm. 

Hennessy,  53,  joined 
the  firm  in  1974.  Pol- 
ished and  low  key,  he 
worked  his  way  through 
the  international  invest- 
ment banking  side.  He 
spent  most  of  the  1980s 
running  First  Boston's 
European  operations  and 
became  CEO  in  1989. 

For  now,  he  has  the 
support  of  CS  Holding, 
the  Swiss  company  that 
bought  44.5%  of  the  firm 
in  1988.  Yet  unless  Hen- 
nessy can  effect  a  turn- 
around soon,  he  may  feel 
the  parent's  wrath. 

By  Jon  Friedman  in 
Neiv  York 


THE  1990  BI  SINESS  WEEK  1000 


124 


PHOTOGRAPH  BY  NANCT  RIQ  SCHII 


The  arts  of  page  makeup,  color  separating 
and  color  correcting  are  all  becoming  part  of 
computer  science.  Once  again,  Kodak  leads. 

The  once  complex  process  of  producing  color 
separations  for  printing  is  now  incredibly  simple. 
Manual  cut-and-paste  operations  can  now 
be  accomplished  on  the  screen  of  a 
computer  And,  a  state-of-the-art  color 
system  permits  image  manipulation— a 
truly  magical  ability  to  enhance  photo- 
graphs and  artwork— with  equal  ease. 

We  are  more  than  photographs. 
We  are  the  world's  premier  grafjhics 
imaging  company.  For  more  details  on 
enhancing  the  graphic  arts  tradition, 
call  1 800  445-6325,  Ext.  960F. 


The  new  vision  of  Kodak 


John  Akers 


After  years  of  chopping  costs  and  pruning  operations,  he's  starting  to  do  what 
IBM  managers  are  most  comfortable  with:  pumping  out  products  and  competing  hard. 
The  goal  is  to  reestablish  Big  Blue's  dominance  over  the  computer  industry 


ts  grip  on  the 
computer  mar- 
ket has  weak- 
ened considera- 
bly. During 
John  F.  Akers'  five-year 
tenure  as  chief  executive  of 
IBM,  customers  have  been 
wiggling  out  of  Big  Blue's 
proprietary  clutches.  They 
have  flocked  to  competitors 
such  as  Digital  Equipment 
Corp.  and,  lately,  to  the  raft 
of  companies  selling  inex- 
pensive "open  systems" 
that  run  on  industry-stan- 
dard software.  Says  one 
IBM  insider:  "We  took  our 
eye  off  the  ball." 

The  problem  was  an  anti- 
quated strategy,  left  over 
from  the  days  when  IBM 
was  the  computer  industry 
and  vice-versa.  Even  though 
many  customers  were  turn- 
ing to  smaller  superconi 
puters  and  workstations, 
Akers  continued  to  push 
hardest  for  sales  of  IBM's 
giant  mainframe  comput- 
ers— admittedly  the  compa- 
ny's major  jirofit  center. 

But  Akers  has  finally 
turned  the  strategy  upside  ddwn:  in 
February,  he  conceded  to  market  de- 
mands with  a  line  of  open-system  work- 
stations. Now  by  encouraging  communi- 
cations links  between  these  smaller 
computers  anfl  IBM's  big  models,  he 
hojtes  to  get  m  on  a  booming  market 
while  boosting  sales  of  mainframes,  too. 
This  year,  his  new  strategy  gets  its  first 
real-W(.irld  test. 

With  'SO','  annual  growth,  the  open- 
systems  market  could  be  a  splendid 


source  of  revenue  for  Big  Blue.  But  ty- 
ing everything  together  will  be  quite  a 
trick.  For  one,  the  new  computers — 
known  as  RS/6000 — could  wind  up  re- 
ducing sales  of  other,  higher-margin 
IBM  products.  Akers,  who 
declined  to  be  inter- 
viewed, is  already  mediat- 
ing fierce  internal  bat- 
tles between  an  older 
faction  of  managers 
whose  careers  are  tied 
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to  proprietary  machines  and 
a  younger  generation  busy 
marketing  in  the  free-for-all 
open-systems  environment. 

The  key  to  making  the 
strategy  fly  will  be  timely 
delivery  of  a  new  set  of 
software  programs  called 
SAA.  They're  designed  to 
smooth  over  the  many  dif- 
ferences that  exist  between 
IBM's  disparate  computer 
lines.  Akers,  who  made  his 
reputation  on  the  sales  and 
marketing  side,  is  relying 
heavily  on  Jack  D.  Kuehler, 
his  hand-picked  president 
and  a  career  technologist, 
to  get  that  tough  job  done. 

For  a  man  whose  career 
has  been  IBM,  the  past  five 
years  have  been  painful. 
Akers,  55,  has  spent  the 
time  pruning  people,  prod- 
''^1  uct  lines,  and  plants.  His 
"**^|  immediate  predecessors, 
I  who  sit  with  him  on  IBM's 
board,  have  watched  him 
dismantle  much  of  what 
they  put  in  place.  But  now, 
with  the  bulk  of  the  cuts 
evidently  made,  he  should 
be  able  to  focus  on  growth. 
His  moves  may  have  attracted  Wall 
Street's  attention.  Lately,  some  analysts 
have  raised  "hold"  ratings  to  "buy." 
Rick  Martin  at  Prudential-Bache  looks 
forward  to  1991  earnings  growth  of  as 
much  as  13%.  That  would  be  a  real 
turnaround  from  recent 
years.  More  important,  it 
suggests  that  IBM's  eye  is  on 
the  ball  again. 

Bi/  John  W.  Verity  in  New 
York 
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Because  they  combine  high  quality  and 
ease  of  use,  Kodak  printing  plates  satisfy  the 
most  demanding  printers  and  customers. 

Whether  the  printing  press  is  a  small  sheet-fed 
model  or  a  web-fed  monster,  there  is  a  Kodak 
printing  plate  to  fit.  Kodak  plates  offer  wide 
exposure  and  processing  latitude  and  consistent 
performance  on  press.  That  means  less  downtime, 
fewer  makeovers,  longer  runs  ...all  the  things 
that  increase  productivity  and  make  printers'  lives 
easier  and  more  profitable. 

We  are  more  than  photographs.  We  are  the 
world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960H. 


The  new  vision  of  Kodak 


The  end  of  long,  long  flights 
with  puny,  puny  food. 


The  beginning  of  a  new  world  in  Business  Class, 


There  you  are.  Within  the  first 
hour  of  the  long,  long  flight  across  the 
Pacific,  and  you're  down  to  your  last 
peanut.  And  that's  it. 

Because  there's  not  much  you'll 
eat  on  this  trip  that  will  taste  as  good 
as  that  bag  of  peanuts. 

So  you  decide  to  ration  this  final 
peanut.  Half  now.  Half  in  eight  hours. 
It's  going  to  be  a  long  trip. 

Not  any  longer,    a  -  - 

Starting  soon,  IJ^ 
United's  new  interna- 
tional  Business  Class 


celebrates  food,  glorious  food,  as  one  of 
the  joys  of  long  flights. 

Now  United  gi\'es  you  a  choice  of 
three  entrees,  plus  wonderful  French 
champagne  and  European  wines. 

There's  more.  Extra  room.  Our 
all-new  seats  recline  further  than  e\'er. 
Thev  come  with  mo\'able  swivel  travs, 
and  60  degree  adjustable  footrests. 

All  the  touches,  all  the  absolutely 
1^    ^^^^^  right  touches. 

^^f^HUm  United's  international 

'  '  f  ^^E  Class. 

ip  The  best  of  all  worlds. 


UniTED 

A  I  R  L  I  n  E  5 


Richard  LeFauve 


f  Richard  G.  LeFauve 
doesn't  have  butterflies  in 
his  stomach,  he  should.  The 
president  of  General  Motors 
Corp.'s  Saturn  Corp.  is 
about  to  introduce  a  car  that  has  been 
heralded  with  e.xtraordinary  fanfare.  Its 
mission:  nothing  short  of  beating  the 
Japanese  and  serving  as  focal  point  for 
a  turnaround  of  GM  (page  114). 

This  June,  when  the  first  Saturn  rolls 
off  a  line  in  Spring  Hill,  Tenn.,  applause 
from  buyers  had  better  be  deafening. 
GM  has  invested  more  than  $3  billion 
over  eight  years  to  create  a  car  that  it 
hopes  will  lure  consumers  back  from  im- 
ported models.  Since  1981,  GM  has 
steadily  lost  market  share,  much  of  it  to 
Japanese  makers.  They  now  control  267^ 
of  the  market  to  GM's  337f.  The  Saturn 
cars — a  sporty  two-door  coupe  and  a 
compact  four-door  sedan — are  aimed  es- 
pecially at  buyers  who 
might  otherwise  buy  im- 
ports such  as  the  Honda 
Civic  and  Toyota  Corolla. 
Saturn's  goal:  to  win 
80%  of  its  buyers  from 
non-GM  owners. 

Competition  from  oth- 
er car  companies  will  be 
keen.  Ford  Motor  Co.  re- 
cently unveiled  an  all- 
new  model  of  its  sub- 
compact  Escort  with 
engineering  designed  by 
its  24%-owned  Mazda 
Corp.  affiliate.  And  this 
summer,  Honda  will 
launch  in  the  U.  S.  a  sta- 
tion wagon  version  of  its 
Accord,  which  last  year 
toppled  the  Escort  from 
its  perch  as  the  best-sell- 
ing car  in  America. 

The  president  of  Sat- 
urn Corp.,  known  by  his 
childhood  nickname  Skip, 
was  tapped  to  run  the 
project  in  1986,  after  its 
first  president  died.  He 
seems  like  a  good  choice. 
An  industrial  engineer, 
LeFauve  learned  all 
about  rank  and  privilege 
as  an  Air  Force  pilot. 
But  a  stinl  heading  GM's 
Rochester  Products  unit 


The  man  in  charge  of  GM's 

long-awaited  Saturn 
nameplatc  holds  the  key  to 
the  auto  maker's  chance  to 
prove  it  can  compete  in  small 
cars  against  the  Japanese 


taught  him  that  little  is  possible  without 
the  support  of  workers  on  the  shop 
floor.  As  it  happens,  that  sentiment  ech- 
oes Saturn's  founding  philosophy.  The 
cars  are  being  built  under  a  unique  part- 
nership of  the  United  Auto  Workers  and 
GM  management:  Employees  are  all  sal- 
aried, not  hourly  workers. 

LeFauve,  56,  appears  to  have  em- 
braced the  egalitarian  concept  whole- 
heartedly. Saturn  eschews  trappings  of 
rank,  mimicking  at  least  outwardly  some 
of  the  characteristics  of  the  Japanese  in- 
dustrial system.  Everyone  eats  at  the 
same  cafeterias,  and  UAW  members 
helped  pick  Saturn's  dealers  and  its  ad- 
vertising agency.  That  might  be  contro- 
versial elsewhere  within  General  Motors, 
but  the  soft-spoken  LeFauve  doesn't 
care.  "A  lot  of  people  try  to  avoid  contro- 
versy and  conflict,"  he  says.  But  he  con- 
tends that  conflict  often  fuels  creativity. 

Labor  relations  are 
only  the  beginning  of 
what  distinguishes  Sat- 
urn from  its  parent  com- 
pany. Saturn's  cars  are 
being  built  with  a  vari- 
ety of  new  technologies. 
To  better  match  produc- 
tion to  demand,  it  will  be 
able  to  build  models  with 
either  automatic  or  man- 
ual transmissions  on  the 
same  line — a  firti  in 
North  America.  And  Sat- 
urn has  given  its  dealers 
considerable  latitude.  In 
California's  car-crazy  Or- 
ange County,  for  exam- 
ple, there  is  only  one 
Saturn  dealer — com- 
pared with  five  or  more 
for  most  car  companies. 
The  whole  market  will 
be  that  one  dealer's  to 
make  or  break. 

The  pressure  on  Le- 
Fauve is  intense.  But  he 
is  confident  the  Saturn 
project  will  fly.  "I  know 
it's  going  to  work,"  he 
says.  "Now  it's  just  a 
case  of  building  the  cars 
and  letting  the  market- 
|)lace  decide."  Finally. 

By  James  B.  Treece  in 
Spring  Hill,  Tenn. 
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Nick  Nicholas 
& 

Steven  Ross 


teven  J.  Ross,  co-chief  exec- 
utive officer  of  Time 
Warner  Inc.,  is  preaciiing 
patience.  "Time  and  Warner 
were  not  put  together  to 
make  anything  happen  in  1990  but  to 
become  pre-eminent  over  the  next  10 
years,"  he  says.  This  message  is  evident- 
ly not  sitting  too  well  with  investors. 
The  combined  company's  shares  have 
taken  a  drubbing,  falling  from  their  $183 
peak  last  June  below  $100.  Ross  is  dis- 
gusted. "No  one  has  done  the  math  on 
our  company,"  he  huffs. 

That's  a  little  unlikely.  The  merger  of 
Time  Inc.  and  Warner  Communications 
Inc.  was  one  of  1989's  biggest  business 
stories,  and  Wall  Street  is  watching  the 
new  company's  every  move.  But  you 
can't  blame  Ross  for  being  touchy.  He 
and  President  Nicholas  J.  Nicholas  Jr. 
are  on  the  hot  seat.  Merging  the  two 
companies   meant   fighting  off  Para- 


Time  Warner's  leaders  stress  a 
long  view  of  their  merger— 
but  investors  are  looking  at 

the  short  term,  and  that's  not 
so  rosy.  Heavy  debt  and 

cable's  future  are  worrisome 


mount  Communications  Chairman  Mar- 
tin S.  Davis,  who  wanted  to  buy  Time, 
and  burdening  the  combined  company 
with  $10.8  billion  in  debt.  Now,  Ross,  62, 
and  Nicholas,  50,  have 
to  prove  the  deal 
was  worth  it. 

Why  are  investors 
so  spooked?  For  one 
thing,  the  Congress 
seems  intent  on  writ- 
ing strict  new  regula- 
tions for  cable  television. 


Since  40%  of  Time  Warner's  cash  flow 
comes  from  its  cable  operations,  any  re- 
strictive measures  could  really  hurt. 
Time  Warner  executives  are  scurrying 
around  Washington,  lobbying  Congress 
to  keep  its  hands  off  the  industry.  But 
this  one  looks  like  a  losing  battle.  Share- 
holders are  also  concerned  about  the 
more  immediate  issue  of  financial  flexi- 
bility. Some  analysts  think  Time 
Warner's  heavy  debt  burden  will  keep  it 
from  investing  in  anything  splashy. 
They  figure  it  will  just  be  able  to  cover 
its  debt  and  dividend  obligations  and 
may  be  forced  to  spin  off  some 
divisions  to  foot  its  bills. 

Ross's  response:  No  prob- 
lem. He  claims  the  company's 
$2.4  billion  in  annual  cash 
flow  can  cover  its  $1  billion  in 
annual  interest  costs  and  about 
$600  million  in  dividend  obligations. 
"That  leaves  about  $800  million  of  us- 
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t)le  cash  flow  to  expand  and  pay  down 
3bt,"  he  says.  The  company  recently 
^eed  to  pay  $225  million  for  Lane  Pub- 
shing  Co.,  publisher  of  Sunset. 

Still,  Ross's  assumptions  require  that 
II  Time  Warner  units  keep  up  their  re- 
)rd  growth  rates.  The  company  may 
ave  to  raise  cash  by  selling  minority 
akes  in  its  operating  units,  while  re- 
lining  management  control.  "There  are 
lenty  of  Japanese  and  European  buyers 
ho  would  want  to  own  pieces  of  our 
ivisions,"  says  Nicholas. 

Nicholas  and  Ross  make  an  odd  cou- 
le,  as  different  as  Time  and  Warner, 
xpansive,  entrepreneurial,  and  free- 
Dending,  Ross  built  the  Warner  empire 
y  lavishing  huge  salaries  on  his  top 
3ople.  He  invested  in  products  such  as 
ideocassettes  and  compact  disks  years 
sfore  his  rivals.  Nicholas,  by  contrast, 
)se  to  the  top  in  part  by  mastering 
alitics  at  buttoned-down  Time,  making 
is  mark  by  cutting  costs  and  helping  to 
jstructure  the  company.  He  joins  Ross 
3  co-CEO  in  May,  after  former  Time 
ic.  chief  J.  Richard  Munro  retires. 

The  two  managers  have  no  choice  but 
)  acknowledge  their  differences  and  get 
)  work.  They  spend  about  80%  of  their 
me  on  what  they  call  "futures."  This 
icludes  talks  with  potential  overseas 
artners.  Time  Warner  wants  to  expand 
le  outlets  for  all  of  its  products:  mov- 
is,  videos,  television  shows,  music,  and 
lagazines.  And  there's  a  huge  appetite 
)r  American  entertainment  in  Europe 
nd  the  Pacific  Rim. 

But  so  far,  only  a  few  concrete  signs 
f  Time  Warner's  much  ballyhooed 
synergy"  have  surfaced.  Warner's  TV 
roduction  unit  supplies  programming  to 
ime's  struggling  HBO  basic-cable  com- 
dy  channel,  started  last  November, 
.nd  when  Time  launched  Entertain- 
lent  Weekly  magazine  in  February,  it 
ppealed  for  subscribers  through 
i^arner's  tape-  and  book-club  lists. 

But  Nicholas  insists  big  changes  lie 
head.  He  says  executives  are  talking 
bout  assembling  massive  entertainment 
ackages  they  can  sell  to  advertisers, 
'hese  bundled  deals  would  include  Time 
V^arner  videocassettes,  magazines,  mov- 
;s,  and  cable  shows.  "We  are  urging  a 
)t  of  people  to  think  unconventionally," 
ays  Nicholas.  That  may  be  just  what 
'ime  Warner  needs.  But  until  it  pares 
own  a  good  chunk  of  debt,  its  shares 
nil  probably  remain  out  of  favor. 

By  Susan  Duffy  in  New  York 


Excellence  is  Oui  Style 


At  the  office,  or  At  Hotel  Lotte 

There's  one  Common  link. 


More  and  more  businessmen  choose  our 

New  Wing  for  its  uncompromising  luxury 

and  executive  services. 

Here,  they  enjoy  rooms  that  are  the  biggest 

on  average  in  town,  generously  sized  desks 

and  quick  access  to  a  fax,  copier  and  type- 

wnter. 

From  express  check-in  at  our  Hospitality 
Lxjunge,  fnendly  assistance  and  a  smile  are 
never  far  away. 

Count  on  more  pluses  like  unsurpassed 
downtown  location  that  adjoins  the  Lotte 
Department  Store  and  Asia's  largest  Duty 
Free  Shop. 

Enjoy  the  efficiency  and  comforts  of  your 
home  office  by  staying  with  the  best  in  Seoul. 
Stay  with  Hotel  Lotte. 
We  are  here  to  help  you  get  down  to  business. 

Member  in  Seoul,  Korea 

(SR^  ftfrERRpftbTELS* 

•  1484  modern  rooms  &  suiies 

•  24  resiauranis  &  bars 

•  Asia's  most  luxurious  health  club 

•  Depanmeni  store  &  duty  free  shop 

HOTEL  LOTTE 

SEOUL  KOREA 


Head  Office:  C  P  0.  Box  3500  Seoul,  Korea.  Phone  (02)  771  ■  1 0,  Tlx;  LOHEHO  K23533/4/5,  Fax  SEOUL  752  3758, 
Cable:  HOTELOnE  Overseas  Office:  New  York:  (201)  944-1117  Toll  Free  800-22-LOnE,  L.A.  (213)  540-7010 
Toll  Free  800-24-LOnE.  London:  (01)  323-3712/4  Tokyo:  (03)  564-1462,  Osaka:  (06)  263-1071/2 


Six  Pounds, 
Fifteen  Ounces. 
Great  American 
Investor. 

When  little  Jonathan 
was  born  a  week  ago,  his 
parents  began  buying  him 
U.S.  Savings  Bonds,  the 
Great  American  Investment. 
"We're  already  saving  for 
the  day  Jonathan  goes  to 
college,"  his  mother  says. 
Bonds  pay  competitive 
rates,  and  now  can  be  com- 
pletely tax-free  when  used 
for  your  child's  education. 
Call  us  to  find  out  more. 

U.S.  SAVINGS  BONDS 


1-800-US-BONDS 

A  public  ier^'ice  o(  ihis  publicalion 
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The  first  compact  disc 
combining  financial 


and  fijll-text  company  reports 
for  investment  analysis. 


"Compustat  PC  Plus."  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  12,000  U.S.  companies.  Add  word-for-word  annual 
reports,  lOK 's,  lOQ's  and  proxies  for  New  York  and  American  Stock  Exchange 
compeinies.  Combine  with  software  for  comprehensive  financial  analyses. 
Now,  place  it  all  in  the  palm  of  your  hand.  It  fairly  boggles  the  mind. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


Edward  Brennan 


A  third-generation  Sears  man  is  still  trying  to  wake  the  huge  merchandiser  from  its 
long  nap,  and  it's  not  clear  whether  he'll  be  able  to  do  it  in  time.  One  irony:  In 
a  bad  year  for  Wall  Street,  Sears'  brokerage  is  doing  well— thanks  to  the  Discover  card 


he  massive  changeover  to  a 
policy  of  "everyday  low 
prices"  and  more  brand 
names  got  a  lot  of  press  for 
Sears,  Roebuck  &  Co.  last 
year,  but  it  didn't  exactly  wow  custom- 
ers. Worse,  the  San  Francisco  earth- 
quake and  Hurricane  Hugo  resulted  in 
record  claims  against  Sears'  Allstate 
Insurance  Co.  unit.  Hugo  alone  blew 
away  $80  million  in  profits.  Yet  Chair- 
man Edward  A.  Brennan  displays  his 
usual  air  of  supreme  confidence.  "I 
think  we've  now  got  ourselves  set  for 
the  1990s,"  he  says. 

The  question  is,  set  for  what?  Bren- 
nan, 56,  wants  to  transform  Sears  from 
a  sleepy  general  merchant  into  a  store 
with  more  focused,  more  marketable 
specialty  formats,  such  as  name-brand 
electronic  gear  and  kids'  apparel  at  com- 
petitive prices.  But  Sears  is  still  playing 
catch-up  with  discounters  such  as  Wal- 
Mart,  and  with  trendier  fashion  special- 
ists such  as  The  Limited  Inc.,  which  al- 
ready offer  both  value  and  snazzy 
names.  Into  this  chase,  Brennan  is  lead- 
ing a  distinctly  out-of-shape  contender 
burdened  with  a  flabby  cost  structure. 
No  wonder  Wall  Street  is  antsy:  The  Big 
Store's  stock  trades  at  about  41,  well 
below  its  high  of  59  before  the  October, 
1987,  market  crash. 

Brennan  is  trying.  Last  year,  he  elimi- 
nated 6,500  jobs  in  the  core  merchandise 
group,  or  27t  of  the  group's  work  force, 
and  3,000  more  are  slated  to  go  this 
year.  He's  also  shortening  lines  of  au- 
thority and  reassigning  scores  of  jobs 
within  the  pared-down  retail  organiza- 
tion. The  goal:  to  get  closer  to  the  cus- 
tomer, whose  needs  have  for  years 
seemed  increasingly  irrelevant  at  Sears. 
The  Chicago-based  company  certainly 
needs  to  be  more  responsive.  Last  year, 
the  merchandise  group's  operating  earn- 
ings, exclu'iing  one-time  charges  and  ac- 
counting adjustments,  slid  47o,  to  $1.12 
billion.  Sales  climbed  4%,  to  $31.6  billion. 


The  fellow  behind  all  the 
Sturm  und  Drang  is  a 
quintessential  company  man 
with  deep  ties  to  Sears. 
Brennan's  grandfather,  mother,  and  fa- 
ther all  worked  there.  His  younger 
brother,  Bernard,  a  former  Sears  man, 
now  runs  crosstown  rival  Montgomery 
Ward  &  Co.  Small  wonder  that  Bren- 
nan's fascination  with  retailing  started 
early.  As  a  business  student  at  Mar- 
quette University,  he  spent  virtually  ev- 
ery free  minute  selling  suits  for  Brown- 
ing King,  a  New  York-based  men's 
clothing  chain  that  has  since  gone  out  of 
business.  "He  was  always  the  best- 
dressed  kid  in  class,"  recalls  Ralph 
Brownlee,  one  of  Brennan's  business- 
school  professors. 


While  Brennan  has 
his  hands  full  with  the 
merchandise  group,  at  least 
one  piece  of  the  Sears  empire  is 
prospering.  Dean  Witter  Financial  Ser- 
vices Inc.  doubled  its  profits  last  year  to 
$166  million  despite  the  turmoil  on  Wall 
Street.  One  big  reason:  the  surprising 
success  of  Sears'  Discover  card,  intro- 
duced in  1986.  Last  year,  income  from 
the  card  soared  more  than  fourfold,  to 
$80  million.  "We  always  felt  we  could  be 
a  player  in  the  credit-card  business," 
Brennan  says  proudly.  Of  course,  that's 
a  far  cry  from  what  he  really  wants:  to 
make  Sears  the  dominant  player  in  re- 
tailing again.  That  will  take  a  lot  more 
than  Brennan's  sturdy  self-assurance. 

By  Brian  Bremner  in  Chicago 
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€E  POWER  THAT  APPLE  GIVES  AN  INDIVIDUAL, 


XPANDS  TO  YOUR  ENTIRE  COMPANY. 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  connection.  It  gives  you  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  connectivity  is  the 
key.  Getting  everybody  and  everything 
—  everything  —  working  together  to 
increase  efficiency  and  productivity. 


Macintosh®  IIx 


^  EXPANDING  ; 
YOUR  POWER  TO 
BE  THE  BEST  { 


MICROAGE  MAKES  IT  EASY 

MicroAge  becomes  your  complete 
microcomputer  business  partner:  con- 
sultation, needs  analysis,  planning  and 
designing,  networking,  integrating  differ- 
ent computer  systems,  training,  service 
and  continuing  consultation.  With 
MicroAge,  you  become  a  valued  client 
rather  than  a  one-time  customer. 


NATIONAL  CAPABILITIES 
WITH  LOCAL  CONNECTIONS 

With  a  network  of  more  than  500  loca- 
tions, MicroAge  offers  local  access  to  our 
extensive  national  capabilities.  Founded 
in  1976,  MicroAge  was  the  first 
computer  dealer  organization  to  develop 
and  implement  a  true  solutions  selling 
approach.  Nobody  can  answer  your 
microcomputer  business  needs  better 
than  MicroAge  and  Apple. 

CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want  to 
help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  Apple  authorized  MicroAge 
or  MicroAge  Affiliate  location  nearest 
you,  call  1-800-876-1530. 


McxoAge' 


Aulhorized  Dealer 


IQQO  MCCI  MicroAge  is  a  repistercil  iradcmark  of  MicroAge  Computer  Ceniers,  Inc 
\necf  and  ojieraied  franchises  and  conipan\  -o\vned  centers  Apple,  tfie  Apple  logo  ar 


If  this  laser  can  destroy  a  missile 
half  a  world  away,  imagine  what  it  could  do 
to  a  cancer  cell  at  a  few  centimeters. 


rhi.s  image  was  recorded  on 
videotape  exposed  to  light  gener- 
ated by  a  free  electron  laser. 

Such  a  beam,  with  enough 
power  behind  it,  could  destroy  an 
enemy  missile  shortly  after  launch, 
half  a  world  away. 


Medical  scientists  say  similar 
beams  can  be  used  in  combination 
with  light-sensitive  chemicals  to 
treat  disease,  and  also  in  surgical 
and  diagnostic  procedures.  Other 
scientists  say  the  same  basic  tech- 
nology' may  be  used  to  develop 


HI 

entirely  new  materials  for  indi  lt\i]o\ 
This  wide  range  of  possibi  [f  ^14, 
stems  from  the  unique  prop  r 
and  characteristics  of  free  ele(  t  y  ,!-^ 
lasers.  Unlike  conventional  1;  ^hvjIqi 
FELs  can  be  tuned  to  produ<  itiiiiim. 
beams  of  any  wavelength  (  cc  3 


oeing  has  been  working  on 
■chnology  for  ten  years;  we  de- 
id  and  built  the  world  s  most 
;rful  short-wavelength  FEL  lab. 
ow,  along  with  the  Los  Alamos 
)nal  Laboratory,  we  re  build- 
more  powerful  laser  for 


the  U.S.  Army  Strategic  Defense 
Command. 

It  should  be  complete  in  the 
1990s.  Then  if  experiments  confirm 
the  promise,  research  intended 
to  make  the  world  safer  may  also 
make  it  better 


David  Johnson 


He's  a  marketing  expert  known  for  his  cheerleading  style.  But  inspiration  alone  won't 

boost  morale  at  lagging  Campbell  Soup.  What  he  needs  are  bigger  profits, 
more  market  share,  and  a  healthier  stock  price  to  soothe  restive  family  shareholders 


w 


Co 


hen  Da\id  W. 
Johnson  signed 
on  as  the  chief 
executive  of 
Campbell  Soup 
in  Januan".  the  compa- 
ny controlled  by  the  Dor- 
rance  family  was  at  the 
most  difficult  juncture  in  its 
121-year  histor}".  Earnings 
had  hit  a  43-year  low,  feud- 
ing family  shareholders  had 
helped  drive  out  the  former 
CEO,  and  a  dissenting  fam- 
ily faction  was  pushing  to 
sell  the  firm.  But  the  Aus- 
tralian-bom turnaround  ex- 
pert wanted  the  world  to 
know  he  wasn't  cowed. 
With  a  brass  band  placing, 
he  strode  through  the  com- 
pany cafeteria,  waNing  to 
employees  before  making  a 
speech.  It  was  all  \ideo- 
taped  for  posterit}\ 

Now  that  the  band  and 
the  cameras  are  gone.  John- 
son has  to  face  the  music: 
Campbell's  bottom  line  is 
ailing.  Despite  steady  gains 
in  sales,  operating  earnings 
have  been  uneven.  Last 
year's  net  income  was  a 
pitiful  S13.1  million  on  sales  of  ih.' 
lion  after  a  S;343  million  writeoff 


bi 
for 


plant  closings.  Campbell  has  slumped  to 
12:h  place  among  major  food  concerns  in 
return  on  equit\\  with  a  paltr\-  13.9^^ 
last  year  compared  with  an  industry-  av- 
erage of  2.5.9'^':.  And  the  giant  soup- 
maker  is  losinjr  market  share  to  innova- 
tive competitor,-  such  as  Nissin,  a  maker 
of  Japanese  ran.  :-n  noodle  soups. 

But  Johnson,  a  -iiarketing  whiz  known 
for  a  morale-boost.  .2:  st\ie.  is  confident. 


.\t  Gerber  Proaucu^  Co..  \'.rnrre  he  was 
chairman  for  the  last  t\vo  years,  he  fash- 
ioned a  stunning  turnaround  by  dump- 
ing weak  operations  and  building  core 
businesses.  To  keep  his  executives 
steeled  for  challenge.  Johnson 
took  them  on  periodic  retreats 
that  featured  such  activities  as  ^ 
crossing    40-foot-high  rope 
bridges.  During  his  tenure,  op- 
erating earnings  nearly  dou- 
bled, the  stock  tripled,  and  he 


THE  1990  BUSIXLSS  WEEK  1000 


l40 


;  acified  restive  family  mem- 
i'ers  who  held  10%  of  the 
baby-food  maker's  stock. 

Campbell,  with  five  times 
Gerber's  revenues,  will  be  a 
tougher  turnaround.  So 
Johnson  has  gone  right  to 
work.  Vowing  to  "run  this 
company  for  stock  price," 
he  has  already  promised  to 
sell  off  at  least  sLx  tuiits, 
including  the  Juice  Works. 
And  despite  some  arm- 
twisting  from  Governor 
James  J.  Florio  of  New  Jer- 
sey. Campbell's  home  state, 
the  new  CEO  is  rethinking 
plans  to  build  a  new  SoO 
million  headquarters  in 
Camden. 

That  may  not  be  enough. 
Despite  expected  sa\ings  of 
S150  million  over  four  years 
from  shutting  five  plants 
in  1989,  investors  have 
trimmed  Campbell's  stock 
from  its  takeover-fueled 
high  of  60  last  July  to  about 
■50.  So  Johnson  must  move 
beyond  cuts  with  better 
new  products  and  other 
ways  to  btiild  the  business. 
And  even  that  won't  assure 
him  his  independence.  Though  dissent- 
ing shareholders  have  kept  quiet  since 
he  arrived,  they  could  use  improvements 
in  the  company  to  woo  a  buyer — some- 
thing  they  failed  to  do  earli- 
C         er.  But  Johnson  vows  to  re 
main  independent.  '"This 
company  is  unstoppa- 
ble," he  says.  Now  all 
he  needs  to  do  is  prove  it. 
By  Joseph  Weber  in 
Camden.  .V.  J. 
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INTERNATIONAL 
CO-OPERATION 


IS  THE  RIGHT  APPROACH 


ENI  was  the  first  to  choose  an  approach  based  on  co- 
operation and  dialogue,  when  developing  its  opera- 
tions abroad.  From  agreements  in  the  Middle  Eastto 
joint  ventures  in  Africa,  to  exchanges  of  technology 
and  contracts  in  Russia  and  China,  ENI  Group  com- 
panies have  started  new  ventures  everywhere  and 
have  actively  participated  in  the  develop- 
ment process.  With  activities  throughout 
the  world  and  more  than  one  third  of  its 


revenue  coming  from  abroad,  ENI  has  made  a  tan- 
gible contribution  by  opening  up  new  markets  and 
advanced  industrial  frontiers.  Energy,  chemicals, 
engineering  and  services,  heavy  machine  con- 
struction, textile  machinery,  non-ferrous  metal- 
lurgy and  mining  are  the  Group's  main  sectors  of 
activity.  Today,  just  like  yesterday,  for 
the  ENI  Group  of  companies  the  right 
approach  is  co-operation. 


Smiamprogetti 


Agiip  /AgiipPetrollii  Smam  Agipcoal  Samim 
laipem  NyovoPiignone  Savio  Sofid  Terfin  Eni 


Ente  Nazionale  Idrocarburi  -  Main  office:  Piazzale  Enrico  Mattel  1,  00144  Ronne  (Italy),  -  Telephone  (06)  59001  -  Telex:  610082  -  610086 
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In  St.  Petersburg,  we  discovere 


Who  wants  yesterday's  newspaper 
technology?  Certainly  not  the 
St.  Petersburg  Times.  Which  is  pre- 
cisely why  they  came  to  us. 

The  paper  was  looking  for  a  faster 
and  more  efficient  way  to  send  their 


mil'  s.Sav 


unprinted  pages  from  their  offices 
downtown  to  their  printing  plant 
away. 

With  the  help  of  the  paper's  Chief 
Engineer,  we  developed  a  system  thai 
enables  the  newspaper  to  send  pages 


faster  paper  route 


printing  over  fiber-optic  telephone 
>.  Saving  precious  time  and  money, 
ddition,  the  system  also  enhanced 
Times'  award-winning  color  repro- 
tion.  Making  the  paper  not  only 
of  the  most  widely  read  in  Florida, 


but  also  one  of  the  most  beautiful. 

You  see  at  GTE,  it's  not  just  com- 
munications we  offer  it's  solutions. 
Call  us. 
We  deliver 
1-800-225-5483. 


THE  POWER  IS  ON 


Model  of  perfection. 


?4    Tanqueray.  A  singular  experienced 

.Imported  English  Gin,  47.3%  AlcA^ol  (94.6°),  100%  Grain  Neutral  Spirits.  ©1989  Schieffelin  &  Somerset  Co.,  New  York,  N.Y. 


Kay  Whitmore 


Can  a  corporate  veteran  finally  teach  the 
Kodak  elephant  how  to  dance?  The  photo  and 
chemical  behemoth  is  up  against  some 
tough  competition,  and  it's  a  long  way  from  nimble 


F 


or  at  least  a  decade,  chief 
executives  at  Rochester's 
Eastman  Kodak  Co.  have 
been  trying  to  "make  this 
elephant  dance,"  as  one  for- 
mer top  manager  put  it.  Now  after  a 
string  of  restructurings,  a  new  boss 
gets  to  test  the  dance  floor:  In  June, 
Kay  R.  Whitmore  will  succeed  Colby  H. 
Chandler  as  chairman  and  CEO. 
It's  one  tough  gig.  After  several  years 


of  flat  earnings,  net  income  plunged  627^ 
last  year,  to  $529  million,  on  sales  of 
$18.4  billion.  Kodak  stock  hovers  at 
around  40,  some  30  points  shy  of  its 
precrash  level.  What's  wrong?  For  one, 
Kodak's  core  photography  businesses 
are  showing  cracks.  Competitors  say  the 
company  is  spending  mightily  to  protect 
its  dominant  franchise  in  color  film 
against  aggressive  new  entries  from 
Konica  Corp.  and  Polaroid  Corp.  Mean- 


while, its  attempts  to  lift  prices  haven't 
stuck — so  margins  are  dropping.  And 
two  rivals,  Konica  and  Fuji  Photo  Film 
USA  Inc.,  are  adding  enormous  new  ca- 
pacity for  color-print  paper  production. 
These  moves  threaten  Kodak's  own 
highly  profitable  $1.5  billion  operation. 

Whitmore,  57,  who  declined  to  be  in- 
terviewed, also  must  cut  operating  costs 
and  slash  overhead  in  Kodak's  strug- 
gling copier  and  graphic-arts  supplies 
businesses.  And  he  has  conceded  it  will 
be  years  before  Kodak  sees  a  payoff 
from  its  acquisition  of  Sterling  Drug 
Inc.,  a  deal  he  engineered  in  1988.  He 
defends  the  move  resolutely,  and  the 
combination  does  make  sense  in  some 
ways.  But  promising  new  products  are 
buried  deep  in  Sterling's  pipeline  and 
years  from  commercial  introduction.  In 
the  meantime,  Kodak  is  paying  $500  mil- 
lion a  year  to  service  the  $5.1  billion  debt 
it  took  on  to  finance  the  purchase. 

None  of  these  problems  is  news  to 
Whitmore.  As  president  since  1983,  he 
ran  Kodak's  chemicals  and  diversi- 
fied products  opera- 
tions, as  well  as 
Sterling  Drug.  He 
and  former  Vice- 
Chairman  J.  Phillip 
Samper,  who  resigned 
after  he  was  denied  the 
top  job,  were  largely  re- 
sponsible for  designing  last  year's  re- 
structuring that  eliminated  5,000  jobs. 

While  Chandler  is  regarded  as  a 
hands-off  manager,  Whitmore,  a  chemi- 
cal engineer  by  training,  is  seen  as  an 
active  decision-maker,  more  likely  to  im- 
plement plans  quickly.  But  those  plans 
probably  don't  include  drastic  action. 
When  Whitmore  spoke  to  a  gathering  of 
Wall  Street  analysts  last  December,  "it 
sure  didn't  seem  like  he  was  going  to 
take  the  company  out  in  a  new  direc- 
tion," recalls  Michael  Ellman  of  Wert- 
heim  Schroder  &  Co. 

He  may  not  have  much  choice.  In 
April,  a  federal  judge  in  Boston  will  de- 
cide how  much  Kodak  must  pay  in  dam- 
ages for  infringing  on  Polaroid's  instant- 
camera  patents.  If  the  settlement  is 
large,  Whitmore  may  have  to  sell  off 
assets.  But  even  a  small  award  doesn't 
mean  Kodak  is  off  the  hook.  With  uncer- 
tainty about  the  settlement  finally  re- 
solved, the  company  could  become  take- 
over bait.  That  could  be  Whitman's  best 
incentive  to  get  the  elephant  dancing. 
By  Keith  H.  Hammonds  in  Boston 
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How  to  record  a  star  160,000  ' 
;  •  light-years  away. 


Astronomers  smdy  supernovas  m  the  hope  of 
learning  more  about  the  birth  of  the  universe. 

So  when  Supernova  1987A  burst  into  glory, 
the  scientific  community  immediately  turned  to  a 
Japanese  satellite  named  Ginga.  High  above  Earth, 
it  collects  X-ray  emissions  and  other  pertinent  data 
which  could  prove  crucial  in  their  quest. 

At  the  heart  of  Ginga  —  Hitachi's  magnetic 


bubble  memory  recorder.  It  can  withstand  the  \ 
est  environments.  Radiation.  Solar  wind.  Extrilii 
temperatures. 

Which  is  perhaps  to  be  expected.  We're  tjo:! 
world  leader  m  magnetic  bubble  memory  ted 
nology.  Always  have  been. 

Of  course,  some  stars  are  much  closer  to 
home.  And  Hitachi  shines  here,  too.  Our  dym 


©1990HiiJihi  Lid  All  righi-  rr-crved 


riow  to  record  a  star 
ight  at  home. 


video  cameras  are  responsible  for  revolu- 

g  the  family  photo  album. 

die  delivering  image  quality  that's  out  of 

dd. 

of  this  is  explained  by  the  fact  we're  a 
billion  company.*  We're  involved  in  science 
lies.  Communications.  Transportation, 
le.  Most  everything,  in  fact. 


It  goes  to  show  that  Hitachi  is  as  adept  at  creat- 
ing products  that  are  light-years  apart  as  we  are  at 
creating  technologies  that  are  light-years  ahead. 

*US$48,496  million;  net  sales  for  the  year  ending  March  31, 1989.  US$1  =  ¥132. 

0  HITACHI 

Hitachi,  Ltd.  Tokyo,  Japan 


Michael  Spindler 


A 


t  Digital  Equipment  Cor{3., 
where  he  worked  early  in 
the  1980s,  they  called  him 
The  Diesel,  because  he  nev- 
er stopped  running.  And  the 
nickname  still  fits.  As  head  of  Apple 
Computer  Inc.'s  European  operations 
for  the  past  two  years,  Michael  Spindler 
has  tirelessly  crisscrossed  Europe  to 
schmooze  with  customers  and  crack  the 
whip  over  local  subsidiaries. 

Now  it's  time  for  The  Diesel  to  shift 
into  high  gear.  In  January,  as  Apple  was 
rocked  by  turmoil  in  the  executive  suite 
and  by  a  host  of  other  problems,  Spin- 
dler was  named  chief  operating  officer. 
He's  No.  2,  behind  Chairman  and  CEO 
John  Sculley.  As  such,  he  has  responsi- 
bility for  all  three  Apple  divisions — 
Europe,  Asia,  and  the  U.  S. — plus  world- 
wide marketing.  Sculley  will  continue  to 
set  the  long-term  course,  but  Spindler, 
47,  must  put  Apple  back 
on  track.  It  may  be  the 
toughest  job  in  the  com- 
puter business. 

His  first  step  will  be 
to  rebuild  the  staff  of 
the  floundering  Apple 
USA  unit.  Its  president, 
Allan  Z.  Loren,  quit  in 
January  after  only  17 
months,  following  a  dis- 
mal earnings  statement. 
Many  other  executives 
have  left  as  well. 

Spindler  must  also 
come  up  with  a  fresh 
marketing  campaign  and 
new  products  to  revive 
the  flagship  Macintosh 
computer.  The  machine 
long  has  had  an  edge  in 
the  market  with  its 
unique,  user-friendly 
technology.  But  rival 
makers  of  personal  com- 
puters are  learning  to 
imitate  the  Mac,  and  its 
market  share  is  flatten- 
ing. Another  priority  will 
be  to  cut  costs,  particu- 
larly in  the  U.S.  Ex- 
penses have  gotten  out 
of  hand  because  of  la\ 
ish  perks  and  splash, 
marketing  events. 
Spindler's  most  seven 


A  tireless  team  player  is  the 
latest  hope  to  pull  Apple 
Computer's  warring 
management  together  and  get 
things  back  on  track.  He  has 
his  work  cut  out  for  him 


test  will  be  in  the  numbers.  After  a 
strong  fiscal  1989,  Apple  has  started 
slipping.  Its  U.  S.  market  share  has  lev- 
eled off  at  about  107".  Earnings  dipped 
to  $125  million,  in  the  first  quarter 
ended  Dec.  29.  Following  three  years  of 
double-digit  increases,  revenues  rose  an 
anemic  6%,  to  $1.5  billion.  Worried  inves- 
tors drove  the  stock  to  a  two-year  low  in 
the  mid-30s  earlier  this  year,  but  the 
March  introduction  of  a  new,  high-end 
Macintosh  pushed  it  back  to  around  40. 

The  new  COO  may  be  the  one  to  keep 
it  moving  upward.  He  is  known  as  a 
dynamic  speaker  who  inspires  loyalty 
despite  a  demanding  style.  A  German 
citizen,  he  studied  engineering  and 
worked  for  Digital  Equipment  and  Intel 
in  Europe  before  joining  Apple  Europe 
in  1980.  He  became  general  manager 
there  in  1983,  and  proved  himself  a  mar- 
keting whiz  with  the  1986  introduction 
of  retail  Apple  Centers. 
In  1988,  the  Macintosh 
aficionado  became  presi- 
dent of  Apple  Europe. 

Spindler  is  also  known 
as  a  team  player,  some- 
thing Apple  desperately 
needs.  Its  management 
has  been  racked  by  in- 
stability One  superstar 
after  another  ran  things 
for  a  while,  often 
clashed  with  rivals,  then 
disappeared.  That  may 
change.  At  Spindler's 
first  public  appearance 
after  his  appointment,  he 
declared  that  "this  place 
has  no  room  for  prima 
donnas  anymore." 

He  agreed  to  leave 
Europe,  he  says,  only  be- 
cause Sculley  made  it 
clear  that  he  was  ur- 
gently needed — not  be- 
cause he's  eyeing  the  top 
job.  "This  has  nothing  to 
do,  in  my  opinion,  with 
power,"  he  says.  "It  has 
to  do  with  my  passion 
for  the  company."  His 
new  job  will  put  that 
passion  to  the  test. 

By  Richard  Brandt  in 
San  Francisco  and  Thane 
Peterson  in  Paris 
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Want  to  retire  someday? 
Here's  food  for  thought: 


(4 


That'll  be  $131.20,  please. 


99 


nflation  can  eat  into  your  savings  fast. 

hat's  why  it's  wise  to  prepare  for  retirement  now. . . 
/  investing  in  a  fund  with  proven  abihty  to  grow 
ster  than  inflation. 

3day  thousands  and  thousands  of  Americans  are 
iving  for  retirement  by  investing  in  the  Franklin 
icome  Fund.  It's  easy  to  understand  why. 

you  had  invested  $10,000  in  the  Franklin  Income 
und  on  January  2,  1975,  your  investment  would 
ive  been  worth  $84,281  on  December  31,  1989  — 
growth  in  value  of  742%  over  15  years. t  During 


)ividends  totalling  $58,5 1 5  were  reinvested  at  the  offering 
ice.  Capital  gains  distributions  of  $10,964  were  rein- 
sted  at  net  asset  value.  No  adjustment  has  been  made 
r  taxes.  The  total  investment  cost  was  $68,515.  The 
erage  annual  total  returns  for  the  I,  5,  and  10  year 
riods  ended  December  31,  1989,  were  7.49%,  11.40%, 
d  13.90%,  respectively.  Investment  return  and  principal 
lue  will  fluctuate  so  that  your  shares,  when  redeemed, 
jy  be  worth  more  or  less  than  their  original  cost.  Past 
rformance  cannot  guarantee  future  results. 


Address  . 


City/ State/ Zip  . 


the  same  period  the  Consumer  Price  Index 
increased  just  143%. 

Set  the  table  for  your  retirement  today  —  by 
investing  in  the  Franklin  Income  Fund! 


Franklin  Distributors,  Inc.  bwk90 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

YES!  I  would  like  to  improve  my  ability  to  save  for  my 
retirement.  Please  send  me  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Income  Fund,  including 
charges  and  expenses.  I  will  read  it  carefully  before  I  invest  or 
send  money. 

□  I  am  currently  a  Franklin  shareholder. 


Name  . 


1-800-Dial  Ben  Ext.426 

F  R  A  N)  K<  I  I  N) 

Member  $40  Billion  Franklin  Group  of  Funds 
^  1 


Alfred  Checchi 


Northwest's  deal-making  new 
boss  won  the  airline  in  a 
fierce  bidding  battle.  Now, 
just  as  industry  profits  are 
deteriorating,  he's  spending 
$400  million  to  shed  its 
Northworst'  reputation 


A 


few  months  after  he  took 
control  of  Northwest  Air- 
lines last  summer,  financier 
Alfred  Checchi  had  quite  a 
scare.  Visiting  Manila,  he 
was  uncomfortably  close  to  the  action  as 
rebels  shot  at  government  troops  from 
atop  the  Peninsula  Hotel.  "That  kind  of 
stuff  looks  great  on  the  6  o'clock  news," 
says  Checchi,  who  sped  to  safer  ground 
in  a  rented  car.  "From  the  window  of 
my  hotel  room,  it  didn't  look  all  that 
wonderful." 

It  was  a  fitting  introduction  to  the 
airline  industry — a  business  whose  exec- 
utives are  always  under  fire.  According 
to  the  U.  S.  Transportation  Dept.,  North- 
west reported  a  fourth-quarter  operat- 
ing loss  of  nearly  $23  million.  With  more 
than  $2  billion  in  acquisition  debt,  Chec- 
chi could  be  a  sitting  duck  if  the  indus- 
try takes  a  turn  for  the  worse. 

But  the  new  chairman,  42,  doesn't 
seem  too  concerned.  Attempting  to  re- 
vamp the  carrier  nicknamed  "North- 
worst"  for  its  poor  service  record,  he 
plans  to  spend  more  than  $400  million 
over  the  next  five  years  to  redecorate 
planes,  improve  food,  and  otherwise  up- 
grade service.  His  team  has  also  tried  to 
improve  employee  relations  by  restoring 
perks,  such  as  discounted  tickets  for 
their  parents.  The  hyperkinetic  Checchi 
has  personally  visited  most  staffers, 
even  serenading  stewardesses  in 
Tokyo  with  a  rendition 
of  Chances  Are. 

Checchi's  invest- 
ment group  includes 
Gary  L.  Wilson,  50, 
a  Los  Angeles  fi- 
nancier, and  a  pair 
of  minority  partners. 
Checchi  and  Wilson  worked  to- 
gether at  Marriott  Corp.  in  the  late 


1970s,  selling  and  leasing  back  hotels  to 
fuel  the  company's  dynamic  growth. 
Next,  Checchi  joined  Texas  financier  Sid 
R.  Bass's  investment  group,  and  Wilson 
later  went  to  Walt  Disney  Co.  as  chief 
financial  officer.  The  pair  teamed  up  to 
buy  Northwest  parent  NWA  Inc. 
in  June,  shocking  the  invest- 
ment world  by  outbidding 
such  heavyweights  as 
Pan  American,  Los 
Angeles  billionaire 
Marvin  Davis,  and 
even  Checchi's  former 
employer,  Sid  Bass.  The 
nation's  fourth-largest  air- 
line cost  them  $3.65  billion. 


Checchi  is  the  unquestioned  leader.  A 
glib  Kennedy  Democrat  who  considered 
running  for  office  in  California,  he  has 
natural  charisma.  Making  speeches  from 
San  Diego  to  Amsterdam,  he  invariably 
focuses  on  the  importance  of  investing 
in  and  rebuilding  companies  instead  of 
selling  them  off.  Yet  he  continues  to 
look  for  more  deals.  In  March,  he  bid 
$3.7  billion  for  Hilton  Hotels  Corp.,  then 
Hilton  took  itself  off  the  market.  With 
all  that  debt  and  uncertain  times  ahead, 
Checchi  should  keep  an  eye  on  opera- 
tions at  Northwest,  though.  He  may 
have  gotten  out  of  Manila  unscathed, 
but  not  every  shootout  ends  so  well. 

By  Ronald  Grover  in  Los  Angeles 
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LAIF #?  "400  is  for  everyone  who  ever  wanted 
r  own  personal  laser  but  didn't  love  the  prices. 
5  small  wonder  stands  less  than  six  inches  tall, 
^  up  to  200  sheets,  is  HP  compatible,  has  17 
s,  prints  memos  to  spreadsheets  at  four  pages 
minute  and  carries  on  the  tradition  of  Okidata 
C'tough™  reliability.  But  what  makes  this  little 
ity  really  attractive  is  its  price . . .  under  $1400. 
1'800-OKlDATA  for  the  dealer  nearest  you. 


17  fonts  with  4  typefaces. 

512K  memory  expandable  to  2.5MB. 

4  ppm.  HP  II  emulation. 


Application  for  Employment 


Prosfiective  employees  will 
because  of  race,  creed,  color. 


consideration  without  discrimination 
national  orgm,  handicap  or  veteran  status 


CORNERSTONE 

Corp. 


Last  Name 

Street  Address 

p 

City,  State,  Zip 

E 

R 
S 

Have  you  ever  apj 

Position  Desired? 

0 

N 

Apart  from  absent 

A 

□  Yes  nWo 

L 

Are  you  legally  eli^ 

Other  special  iraini 

How  did  you  learn 

SCHOOL 


Stafford  Kissell  &Pauisworth 


Dear  Jonathan, 

"How  are  you  gonna  keep  'em  down  on  the  farm  after 
they've  seen  Paree?" 

Enclosed  is  an  application  for  employment  with  a  solid, 
little  company  called  Cornerstone.  They've  been  looking  for 
a  "heavy"  with  international  accounting  experience  to  run  the 
show.  The  pay  and  the  perks  are  great.  And,  oh  yeah,  their 
ofTice  is  in  Paris. ..you  know,  France. 

This  could  be  the  opportunity  you're  looking  for.  It's  a 
young,  aggressive  group.  And,  if  all  works  out,  I'll  have  a 
friend  in  Paris,  N'esi  pas  ' 


Any  interest? 
■Ton' I  iii—i 


OKIDATA 

an  OKI  AMERICA  company 


We  put  business  on  paper. 


OKIDATA  15  a  registered  trademark  ot  Oki  Amenca.  Inc..  Marque  Jeposee  de 
Oki  Amenca.  Inc  OKILASER"'^is  a  trademark  of  Ok.  Electnt  Industry  G..  Ltd 
HP  Ls  a  rtfRLhtered  rr,*Jematk  ot  Hwlen-Packard  Gimfvar^v 


John  Malone 


The  King  of  Cable  hopes  to  keep  Tele-Communications  growing  with  a  paradoxical 

tactic:  break  up  the  company.  By  splitting  programming  interests  from 
cable-TV  systems,  he  hopes  to  fend  off  regulators  worried  by  TCI's  awesome  clout 


w 


hen  the  going  gets  tough, 
John  C.  Malone  goes  to 
Maine.  There,  in  a  secluded 
retreat  he  owns  on  the 
coast,  the  chief  executive  of 
Tele-Communications  Inc.  can  ponder 
the  problems  of  running  his  cable-TV 
behemoth.  Malone  recently  spent  some 
time  there  perfecting  a  scheme  he  hopes 
will  keep  TCI  growing  near  its  torrid 
pace  of  the  1980s,  when  the  stock  rose 
more  than  twenty-fivefold.  His  idea:  to 
break  up  the  company. 

Malone  may  have  hatched  the  plan  in 
Maine,  but  he  had  Washington  on  his 
mind.  Cable's  many  critics  are  pressing 
Congress  to  restrain  the  growth  of  TCI, 
the  industry's  most  powerful  company, 
and  that's  putting  a  damper  on  its  share 
price.  The  stock  now  trades  at  around 
15,  or  less  than  half  TCI's  asset  value. 
By  splitting  the  company  in  two,  the  49- 
year-old  Malone  hopes  to  get  the  regula- 
tion-minded lawmakers  off  his  back. 

His  plan  is  to  dump  most  of  TCI's 
programming  interests  into  the  spin-off, 
leaving  the  bulk  of  his  cable-TV  systems 
with  the  original  company.  The  pro- 
gramming interests  include  stakes  in 
Showtime,  Discovery  Channel,  and 
American  Movie  Classics.  This  repre- 
sents more  than  $2  billion  of  TCI's  $11.3 
billion  in  assets.  TCI's  big  piece  of 
Turner  Broadcasting  would  be  excluded. 
Malone  says  he  hopes  to  complete  the 
spin-off  within  the  year,  pending  a  fa- 
vorable ruling  on  its  tax  status. 

Yet  Washington  may  not  swallow  it. 
Even  with  the  programming  interests 
segregated  in  a  different  company,  law- 
makers could  determine  that  TCI's  cable 
systems  are  too  powerful  to  let  stand  as 
one  company.  In  addition,  there's  some 
question  about  how  separate  the  new 
entity  would  be.  Control,  after  the  tax- 
free  distribution  to  shareholders,  could 
still  rest  with  Malone  and  Chairman  Bob 
Magness,  who  now  control  a  majority  of 
TCI's  voting  shares.  Yet  the  King  of 


Cable  is  determined  to 
have  his  own  way.  In  fact, 
he  vows  to  chop  TCI  into 
"three  or  even  five  separate 
companies,  if  that's  what  it  takes"  to 
keep  growing  without  interference  from 
the  federal  government. 

Malone  isn't  used  to  interference  of 
any  kind.  Called  Dr.  Malone  by  many, 
because  of  his  doctorate  in  operations 
research,  he's  quick-witted  and  often 
propelled  by  impatience.  When  TCI  hired 
the  former  McKinsey  &  Co.  consultant 
as  CEO  in  1973,  it  was  less  than  a  tenth 
its  present  size.  Now  it  serves  22%  of 
the  nation's  cable  subscribers — roughly 
twice  as  many  as  served  by  Time 
Warner's  cable  business.  Since  1984 
alone,  revenues  have  shot  from  $4.50  mil- 


ion  to  around  $3  billion. 
If  Malone's  breakup 
plan  flies,  he  intends  to 
run  the  new  company  for  a 
year  or  two  before  ceding  management 
control.  It  should  be  a  busy  time.  Ma- 
lone says  he  may  cease  to  be  a  passive 
investor  in  cable  programming  and  take 
an  active  role,  perhaps  actually  manag- 
ing some  cable  networks  or  even  buying 
a  studio.  Malone  also  hopes  the  spin-off 
would  free  TCI  to  resume  acquisitions,  a 
campaign  that  has  been  stunted  since 
last  fall  for  fear  of  alarming  Washing- 
ton. He'll  still  be  under  intense  scrutiny 
no  matter  what  he  does.  But  with  TCI 
split  in  two,  Malone  may  be  in  less  dan- 
ger of  tripping  the  alarms. 

B)/  William  C.  Synwnd^  in  Denver 
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Mmsonite's  Ultravalef 
7annent  Bag  is  like  a  closet 
md  chest  of  drawers  in  one. 
\nd you  can  cany  it  on  a 
'lane  and  live  right  out  of  it 
n  a  hotel  room. 


Vith  12  inside  pockets,  the 
Jltravalet  has  a  place  for  - 
vetything  and  keeps  every- 
king  in  its  place. 


\nother  nice  thing  about  the 
dockets  is  the  mesh  material 
hat  lets  you  see  evetything 
m 've  packed.  You  can  also  get 
nto  major  pockets  from  the 
nsideor  outside. 


There's  even  a  special  pocket 
or  ties  that  helps  keep  them 
vrinkle-free. 


Unlike  most  other  bags,  the 
Ultra  valet  opens  like  a  book  so 
mi  don't  have  to  keep  flipping 
'he  bag  over  to  pack  or  unpack. 


Thanks  to  a  lot  of  organized 
'hinking,  the  Ultravalet  is  the 
easiest  hag  to  pack  and  unpack 
'hat  we've  ever  made. 


See  the  Ultravalet  at  a 
luggage  store  soon.  And  you'll 
see  why  it's  an  idea  thats 
really  taking  off. 


^  ^  Samsonite 

Our  Strengths  Are  Legendary' 


With  its  speaal  hooks,  you  can 
hang  the  open  bag  in  a  closet 
or  on  a  door  and  Eve  right 
out  of  it. 


You  'II  also  appreciate  our 
unique  telescoping  bar*  that 
pulls  out  to  let  you  remove  suits 
and  dresses  without  disturbing 
the  ones  hanging  in  front. 


Our  large,  reinforced  shoe 
pockets  nold  a  lot  more  than 
shoes. 


The  bag  holds  all  kinds  of 
hangers  so  you  can  pack  any- 
thing right  from  the  closet 


The  Ultravalet  folds  over 
backivards*  instead  of  forwards 
like  other  bags,  to  help  keep 
lapels,  sleeves  and  pockets 
looking  great. 


There's  also  a  removable  wet 
pack  that  keeps  wet  or  soiled 
items  separate  from  dry  ones. 


Last  but  not  least,  our  extended 
length  panel*  helps  keep  longer 
garments  from  wrinkling  cU 
the  bottom. 


Patent  Pending 
1988  Samsonite  Corporation 


Tak( 


eawa 


his 


music 


country  doctor. 


Add  up  the  parts 
of  Albert  Schweitzer's 
life  and  you'd  think 
you  were  talking 
about  an  army 
of  men. 
As  a  Protestant 


theologian,  he  saw 


W  medicine  as  one 
way  to  revere  life. 
So  he  studied  medicine 
and  went  to  work  in  French 
Equatorial  Africa. 

As  a  classically  trained  organist 
renowned  for  his  interpretations 
of  J.  S.  Bach,  he  raised  money 
lor  his  hospital  by  giving 
concerts. 

As  a  philosopher  and 
writer  he  was  renowned 
for  his  prodigious  work, 
The  Philosophy  of  Civihzation, 


0^- 


TELECOMMUNICATIONS  INFORMATION  SERVICES 


lis  philosophy,  and 
/as  just  another 
ase,  a  whole  country 


1  used  the  royalties  to  purchase 
dical  supplies. 

And  after  winning  the  Nobel 
ice  Prize  in  1952,  he 
)k  the  award  money 
1  built  a  village  for 
Tosy  patients. 

If  you  understand 
w  that  combination 
remarkable  talents 
ned  to  serve  one 
ater  purpose,  you'll 
ierstand  the  vision 
F  BellSouth. 

Individually,  the  companies  of 
BellSouth  are  counted  among 
'>    the  best  in  their  field.  And 
when  brought  together  to  help 
you,  they  can  provide  integrated 
solutions  to  a  surprising 
variety  of  telecommunications  and 
ormation  problems. 


ADVERTISING  SERVICES 


HERE'S  HOW  THE  COMPANIES 
OF  BELLSOUTH  INTEGRATED  MANY 
DIFFERENT  TALENTS  TO  HELP  ONE  OF  THE 
WORLD'S  LARGEST  RETAILERS. 

Designed  systems  to  utilize  network  intelligence  to 
more  ejfectivelv  manage  incoming  customer  calls 
and  agent  utilization. 

Accepted  order  to  place  se\'eral  thousand 
telephone  systems  in  locations  throughout  the  U.S. 

Implemented  an  asset  management  tracking 
s\stem  to  loq  maintenance  on  data  terminals  at  all 
locations. 

Supplied  mobile  phone  ser\'ice  to  peld 
technicians  to  reduce  backhaul. 

Utilized  data  communications  to  lower  overhead 
on  credit  card  purchase  transactions  by  50%. 


Senior  industry  executives 
named  BellSouth  the  most  admired 
telecommunications  company 

in  America  for  the  past 
two  years  in  an  annual 
Fortune  magazine  survey. 
Which  means  if  you're 
looking  at  your  own 
business  or  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  for. 


After  all,  when 
you  can  surround 
a  problem  with 
remarkable  ^ 
talent, 

successful  ^ 
solutions  can't  \ 
be  far  away.  I, 


BELLSOUTH' 


EVERYTHING  YOU  EXPECT  FROM  A  LEADER^ 


The  Blisiness  Week  1000 


THE  TOP  1000  COMPANIES  RANKED 
BY  STOCK-MARKET  VALUE 


THE  TOP  1000  RANKED 

BY  INDUSTRY- 
ALPHABETICAL  LIST  OF 
COMPANIES 


How  to  Put  the  Numbers 
to  Work  for  You 


r 


he  BUSINESS  WEEK  1000  tables,  which  begin 
on  the  following  page,  offer  a  cornucopia  of  data 
about  the  companies  that  have  the  biggest  im- 
pact on  the  U.  S.  economy  and  on  the  conduct  of 
American — and  indeed  global — business.  For  the  1000  most 
valuable  companies,  you  can,  by  flipping  a  page,  tap  into  any 
of  more  than  two  dozen  measurements  of  corporate  health 
and  items  of  information. 

Are  you  interested  in  profit  performance?  The  tables  dis- 
close profits  for  the  year  1989,  the  percent  change  from  1988, 
the  margins  for  both  years,  and  the  return  both  on  invested 
capital  and  on  common  equity,  expressed  in  percents.  There 
are  similar  figures  on  m.arket  value,  assets,  sales,  stock  valua- 
tion, dividends,  share  data,  and  earnings  per  share.  The  tables 
also  offer  current  estimates  for  1990  earnings  per  share. 

In  addition,  the  industry  data  that  begin  on  page  217  are 
really  a  concise  report  on  the  major  U.  S.  industries  and  where 
each  company  on  the  1000  list  fits  in.  And  if  you  turn  to  the 
alphabetical  index  that  begins  on  page  247,  we  offer  sales, 
profit,  and  asset  rankings  within  the  1000  list.  In  addition, 
we've  published  each  company's  corporate  address  and  head- 
quarters telephone  number. 

In  short,  not  much  that  you  want  to  know  and  that  can  be 
expressed  quantitatively  and  in  comparative  form  is  missing. 

TOTAL  MARKET  VALUE  WAS  UP  SHARPLY 

But  before  you  turn  the  page,  take  a  moment  to  look  at  the 
summary  tables  at  right.  Here,  in  brief,  is  a  snapshot  of  the 
state  of  large  U.  S.  corporations.  And  that,  of  course,  amounts 
to  a  big  part  of  the  economic  activity  of  this  country. 

What  these  numbers  show  is  quite  revealing.  For  one  thing, 
total  market  value  for  the  1000  rose  a  brisk  15%  (in  1988,  it 
was  up  only  11%  from  the  depths  of  the  1987  crash).  It's  worth 
noting  that  the  average  number  of  shares  outstanding  for 
each  company  on  the  list  rose  less  than  8%'.  So  it's  a  cinch  that 
the  market-value  rise  was  real.  One  item  of  confirmation:  The 
average  share  price  rose  a  couple  of  dollars  in  the  year. 

Meanwhile,  sales  rose  only  10% — and  profits  actually  de- 
clined 4%'  as  profit  margins  slumped  to  5.2%  from  5.9%  the 
year  before.  What  does  it  add  up  to?  After  a  so-so  year,  hope 
for  the  future — at  least  by  investors. 


COMPOSITES  V 


MARKET  VALUE  (sbillions) 
CHANGE  FROM  YEAR  AGO 


RETURN  ON  COMMON  EQUITY 
YEAR  AGO 


RETURN  ON  INVESTED  CAPITAL  11  7% 
YEAR  AGO 


14.5°. 


SALES  ($BiiiioNS) 
CHANGE  FROM  1988 


$3,588 

-no% 


PROFITS  ($  BILLIONS) 

CHANGE  FROM  1988 


$187 


ASSETS  ($  BILLIONS) 

$7,231 

CHANGE  FROM  1988 

-1-9% 

1989  MARGINS 

5.2% 

1988  MARGINS 

3.9% 

AVERAGES 


SHARES  OUTSTANDING  70  mil 

YEAR  AGO  65  MIL. 


TURNOVER 
YEAR  AGO 


YIELD 
YEAR  AGO 


PRICE 

$42 

YEAR  AGO 

$40 

PRICE-TO-BOOK 

251% 

YEAR  AGO 

30670 

HIGH/LOW  PRICE 

$51/32 

RETURN  TO  INVESTORS 

18% 

1988  EARNINGS  PER  SHARE 

$2.73 

1989  EARNINGS  PER  SHARE 

$2.85 

1990  EARNINGS  ESTIMATE 

$3.14  1 

VARIATION 

11.9%  1 

HELD  BY  INSTITUTIONS 

48% 

W   YEAR  AGO 

49%, 

y  PAYOUT 

53% 

YEAR  AGO 

36  % 

PRICE-EARNINGS  RATIO 

16 

YEAR  AGO 

17 

DATA    STANDAftD  &  POOR  S  COmPUSTAI  SERVICES. 
BROKERS  ESIIMATE  SYSTEM.  ViCkERS  STOCK  HESE 

NSTI7UT10NAI  1 
ARCH  CORP  1 

LLUSTRATIONS  BY  JOHN  JINKS 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RnURN 

ASSETS 

$  Mil 

YEAR 
AGO 
RANK 

12 
MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL, 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 

% 

12 
MONTHS 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1989 
$  MIL, 

CHANGE 
FROM 
1988 

% 

1 

INTERNATIONAL  BUSINESS  MACHINES 

62427 

1 

62710 

5 

3758.0 

-32 

6.0 

9.2 

8.7 

9.8 

77734 

6 

2 

EXXON 

59389 

2 

88088 

9 

2975.0 

-43 

3.4 

6.5 

9.5 

10.1 

83219 

12 

3 

GENERAL  ELECTRIC 

57906 

3 

53884 

9 

3939.0 

16 

7.3 

6.9 

22, 6 

18.9 

128344 

16 

4 

AMERICAN  TELEPHONE  i,  TELEGRAPH 

45049 

4 

361 12 

3 

2697.0 

NM 

7.5 

NM 

15.2 

21.2 

37687 

7 

5 

PHILIP  MORRIS 

35832 

5 

44759x 

41 

2946.0 

39 

6.6 

6.7 

15.6 

33.1 

38132 

70 

(i 

GENERAL  MOTORS 

28814 

6 

126932y 

3 

4224.3 

-9 

3.3 

3.7 

7.7 

12.2 

173279 

6 

ELECTRONIC  DATA  SYSTEMS 

2639 

NR 

5374 

13 

435.3 

13 

8.1 

8.1 

22.4 

26.3 

3918 

15 

GM  HUGHES  ELECTRONICS 

1914 

NR 

1 1 170 

2 

781.2 

0 

7.0 

7,1 

10.4 

9.9 

12200 

1 

7 

MERCK 

27975 

7 

6551 

10 

1495.4 

24 

22.8 

20.3 

39.5 

44.8 

6757 

10 

8 

BRISTOL-MYERS  SQUIBB 

27843 

30 

9189 

7 

747.0 

-40 

8.1 

14.7 

14.0 

14.7 

8497 

3 

9 

AMOCO 

27495 

10 

23973 

13 

1610.0 

-22 

6.7 

9.8 

10.5 

1 1.7 

30430 

2 

10 

DU  PONT 

26985 

9 

35534 

10 

2480.0 

13 

7.0 

6.8 

14.9 

16.0 

34715 

13 

n 

WAL-MART  STORES 

26750 

15 

2581 1 

25 

1075.9 

29 

4.2 

4.1 

24.4 

30.2 

8199 

29 

12 

BELLSOUTH 

26187 

13 

13996 

3 

1695.0 

2 

12.1 

12.3 

11.1 

12.9 

30050 

6 

MOBIL 

25839 

1 1 

56656Z 

4 

1809.0 

-1 1 

3.2 

3.7 

10.6 

11.2 

39080 

1 

CHEVRON 

24896 

14 

29443 

17 

251.0 

-86 

0.9 

7.0 

2.5 

1.7 

33884 

0 

;: 

COCA-COLA 

24686 

16 

8966 

8 

1192.8 

14 

13.3 

12.5 

36.3 

41.6 

8283 

11 

1 


«  58/ 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  24i 


:TURN  ON  COMMON 

lUITY:  Net  income 
ailable  for  common 
areholders  divided  by 
mmon  equity 

[SETS:  Total  assets  as 
ported  at  end  of  com- 
tny's  latest  ai  ailable 
<S9  quarter 

XENT  SHARE  PRICE: 

■ice  for  a  single  share 
a  company 's  most 
'dely  traded  issue  of 
mnwn  stock  as  of  the 
ose  of  trading 
(ir.  16.  1990 

GH/LOW  mil:  Trad- 
g  fange  for  company  's 
mmon  stock, 
ar.  1989  to  Mar.  1990 


BOOK  VALUE  PER  SHARE: 

Sum  of  common  stock, 
capital  surplus,  and  re- 
tained earnings  dii'ided 
by  most  recently  avail- 
able common  shares  out- 
standing 

P-E  RATIO:  Price-earn- 
ings ratio  based  on  1989 
earnings  and  Mar.  16 
stock  price 

YIELD:  Annual  dividend 
rate  as  a  percent  of  Mar. 
16  stock  price 

PAYOUT:  Latest  annual- 
ized dividend  rate  as  a 
percent  of  the  company's 
most  recent  annual  earn- 
ings per  share 

TOTAL  mU)\\  Annual 
dividend  per  share  plus 


current  market  price,  as 
a  percent  of  y ear-ago 
price  per  share 

INSTITUTIONAL  HOLDINGS: 

Percent  of  outstanding 
shares  of  stock  held  by 
banks,  colleges,  pension 
funds,  insurance  compa- 
nies, and  investment 
companies  as  calculated 
by  t  ickers  Stock  Re- 
search Corp. 

SHARES  OUTSTANDING: 

Millions  of  common 
shares  outstanding  as 
of  the  company 's  latest 
available  financial 
report 

TURNOVER:  Percent  of 
outstanding  common 


shares  changing  hands}!, 
in  the  latest  year 

EARNINGS  PER  SHARE:;: 

Primary  earnings  per  i 
share,  excluding  extra-;, 
ordinary  profit  or  loss, 
divided  by  number  of 
common  and  common  ' 
equivalent  shares  '\ 

EARNINGS  PER  SHARE  D; 

ESTIMATES:  ^Hfl/)*'*'  • 
concensus  estimates 

for  1990  compiled  as  ] 

of  Mar.  16  by  Institu-  | 
tional  Brokers 

Estimate  Systems  5 

(IBES).  a  service  of  J 

Lynch,  fones  &  Ryan  ) 


VARIATION:  Percentage 
by  which  two-thirds  of 
the  1990  earnings  esti- 
mates are  above  or  below 
the  average  estimate  as 
calculated  by  LBES 

FY:  Number  of  the  month 
in  which  company  's  fis- 
cal year  ends 

DATA:  Unless  otherwise 
indicated  all  data  in  the 
following  Top  1000  tables 
have  been  provided 
by  Standard  &  Poor's 
Compustat  Services  Inc., 
a  unit  of  McGraw-Hill  Inc. 


ALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER 

SHARE 

INDUSTRY  GROUP 

ECENT 
HARE 
'RICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS. 
OUT, 
MIL, 

TURN- 
OVER 

% 

FY 

1988 
AQUAL 
$ 

1989 
ACTUAL 
$ 

ANALYSTS'  ESTIMATES 
1990  VARI- 
EST  ATION 

$  % 

109 

122/93 

162 

17 

4.46 

75 

-11 

49 

575 

72.0 

12 

9.27 

6.47 

9.88 

3.5 

Office  equipment  B 

48 

52/41 

203 

20 

5.05 

103 

12 

35 

1250 

27.0 

12 

3.95 

2.32 

3.89 

6.9 

Fuel  B 

64 

67/44 

277 

15 

2.94 

43 

40 

51 

905 

40.3 

12 

3.75 

4.36 

4.91 

1.9 

Conglomerates 

42 

47/30 

354 

17 

2.87 

48 

35 

26 

1076 

41.6 

12 

-1.55 

2.50 

2.89 

3.2 

Telecomms.  A 

39 

46/27 

402 

12 

3.56 

43 

42 

65 

928 

76.1 

12 

2.22 

3.18 

3.66 

2.0 

Consumer  E 

48 

51/39 

84 

8 

6.32 

47 

12 

43 

607 

44.3 

12 

6.82 

6.33 

5.09 

24.7 

Automotive  A 

29 

29/21 

159 

16 

1.94 

31 

23 

NA 

91 

54.4 

12 

1.58 

1.81 

2.07 

1.0 

Office  equipment  C 

22 

32/21 

24 

1 1 

3.33 

37 

-16 

NA 

89 

5.0 

12 

1.96 

1.94 

1.99 

6.8 

Electrical  B 

71 

81/63 

839 

19 

2.54 

48 

10 

55 

395 

49.2 

12 

3.05 

3.78 

4.53 

1.9 

Health  care  B 

53 

58/45 

548 

37 

4.00 

148 

20 

NA 

525 

46.3 

12 

2.88 

1.43 

3.28 

2.4 

Health  care  B 

54 

57/38 

200 

17 

3.80 

65 

49 

45 

512 

34.1 

12 

4.00 

3.12 

3.83 

7.0 

Fuel  B 

39 

42/31 

174 

1 1 

4.06 

45 

29 

40 

685 

51.0 

12 

3.04 

3.53 

3.66 

5.0 

Chemicals 

47 

47/31 

751 

25 

0.47 

12 

39 

32 

566 

27.6 

01 

1.48 

1.90 

2.31 

2.5 

Retailing 

54 

59/40 

200 

15 

4.63 

71 

34 

29 

482 

26.5 

12 

3.51 

3.55 

3.80 

2.1 

Telecomms.  B 

63 

63/47 

161 

14 

4.1 1 

59 

38 

49 

409 

42.1 

12 

4.93 

4.40 

4.82 

6.9 

Fuel  B 

70 

74/49 

164 

96 

3.99 

384 

44 

39 

355 

57.0 

12 

5.17 

0.73 

4.71 

8.6 

Fuel  B 

73 

81/48 

877 

22 

1.86 

40 

51 

56 

337 

45.8 

12 

2.85 

3.39 

3.94 

1.8 

Consumer  C 

)OTNOTES  TO  TABLES  APPEAR  ON  PAGES  214-215 
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COMPANY 


MARKET  VALUE 


SALE. 

12 


S  V  . 

YEAR 
ASO 
RANK 

MOKTVB 
1989 
S  ML 

FROV 

MONTOS 

'9S9 

S  '.'i: 

FROM 

196S 

1989 
% 

'.':s-r-s 

1988 

% 

CAPHAl 
% 

; ; '.' ','  js 

s 

HONTKS 
1989 
$  WL 

% 

fORD  MOTOR 

22990 

8 

96146 

4 

3835.0 

-28 

4.0 

5.7 

8.7 

16.9 

160893 

12 

PROCTER  &  GAMBLE 

2  29  2  9 

21 

22605 

1  1 

1395.0 

24 

6.2 

5.5 

15.5 

22.0 

17996 

14 

.  ^ 

GTE 

20974 

23 

17424 

6 

1417.3 

16 

8.1 

7.4 

10.4 

16.9 

•  31987 

3 

ATLANTIC  RICHFIELD 

19146 

i9 

15351 

-13 

1953.0 

23 

12.7 

9.0 

21.1 

29.8 

22020 

4 

20 

JOHNSON  &  JOHNSON 

1  9067 

22 

9757 

8 

1082.0 

1 1 

11.1 

10.8 

23.2 

27.5 

7919 

n 

2; 

MINNESOTA  MINING  &  MFG. 

1  8537 

20 

11990 

6 

1244.C 

S 

•:  4 

•0.2 

NA 

23.2 

9776 

5 

22 

PACIFIC  TELESIS  GROUP 

1  8378 

26 

9593 

1 

1242.0 

5 

12.9 

12.5 

12.1 

15.5 

20891 

-2 

ii 

DOW  CHEMICAL 

1  82  79 

17 

17600 

6 

2487.0 

3 

14.1 

14.4 

22.7 

31.3 

22166 

32 

■24 

BELL  ATLANTIC 

1  7945 

25 

11449 

5 

1074.5 

-18 

9.4 

12.1 

8.8 

11.9 

26220 

6 

ELI  LILLY 

1  7670 

27 

4176 

16 

939.5 

23 

22.5 

21.1 

23.3 

25.0 

5848 

1 1 

AMERITECH 

16414 

28 

10211 

3 

1238.2 

0 

12.1 

12J 

11.9 

16.1 

19833 

4 

■>- 

BOEING 

1  60  7  4 

41 

20276 

20 

675.0 

10 

3.3 

3.6 

11.2 

11.6 

13278 

5 

NYNEX 

1  5960 

29 

13211 

4 

807.6 

-39 

6.1 

10.4 

8.4 

8.4 

25910 

2 

PEPSICO 

1  5855 

39 

15242 

17 

901.4 

18 

5.9 

5.9 

13.8 

24.6 

15127 

36 

30 

SOUTHWESTERN  BELL 

15846 

31 

8730 

3 

1092.8 

3 

12.5 

12.5 

11.2 

13.2 

21161  1 

WASTE  MANAGEMENT 

1  5  7  78 

43 

4459 

25 

562.1 

21 

12.6 

13.0 

15.5 

22.0 

6405 

31 

AMERICAN  HOME  PRODUCTS 

15763 

37 

6747 

5 

1102.2 

n 

16.3 

15.6 

28.5 

55.9 

5681 

3 

WALT  DISNEY 

1  5  706 

42 

4839 

29 

729.4 

28 

15.1 

15.2 

18.2 

22.8 

6883 

20 

TEXACO 

15681 

33 

32416 

-3 

2413.0 

85 

7.4 

3.9 

NA 

25.3 

25100 

-5 

AMERICAN  INTERNATIONAL  GROUP 

1  5584 

34 

13593/ 

10 

1367.5 

13 

10.1 

9.7 

11.1 

17.0 

44175 

27 

ABBOTT  LABORATORIES 

1  4353 

38 

5380 

9 

859.8 

14 

16.0 

15.2 

31.8 

31.5 

4852 

3 

SEARS,  ROEBUCK 

1  4342 

18 

53794/ 

7 

1445.8 

40 

2.7 

2.1 

17.3 

10.9 

86972 

12 

38 

US  WEST 

1  3534 

40 

9691 

5 

1110.7 

-2 

11.5 

12.3 

10.5 

13.8 

25426 

13 

39 

EASTMAN  KODAK 

12610 

24 

18398 

8 

529.0 

-62 

2.9 

8.2 

7.7 

7.7 

23652 

3 

40 

SCHLUMBERGER 

11942 

49 

4686 

-5 

420.0 

-7 

9.0 

9.2 

16.0 

14.8 

5482 

-2 

41 

AMERICAN  EXPRESS 

11860 

35 

25047/ 

20 

1157.0 

17 

4.6 

4.7 

NA 

21.3 

140211 

0 

42 

McDonalds 

11539 

45 

6066 

10 

726.7 

13 

12.0 

11.7 

12.9 

19.8 

9200 

13 

4S 

WESTINGHOUSE  ELECTRIC 

1  08  7  5 

51 

12844 

3 

922.0 

12 

7.2 

6.6 

18.0 

21.0 

20314 

12 

44 

HEWLETT-PACKARD 

1  07  85 

36 

12345 

20 

809.0 

-3 

6.6 

8.1 

15.2 

14.9 

10202 

31 

45 

ANHEUSER-BUSCH 

10153 

44 

9431 

6 

767.2 

7 

8.1 

8.0 

17.6 

25.5 

9000 

27 

46 

PFIZER 

9671 

46 

5672 

5 

681.1 

-14 

12.0 

14.7 

16.0 

15.0 

7726 

6 

47 

DIGITAL  EQUIPMENT 

9444 

32 

12937 

5 

875.8 

-28 

6.8 

9.8 

10.7 

10.5 

11255 

10 

48 

USX 

9233 

50 

18717x 

11 

965.0 

28 

5.2 

4.5 

12.2 

16.9 

17500 

-10 

49 

PACIFIC  GAS  S  ELECTRIC 

92  2  3 

58 

8588 

12 

900.6 

1350 

10.5 

0.8 

NA 

10.8 

21352  1 

SO 

CAPITAL  CITIES  ABC 

9026 

64 

4957 

4 

485.7 

25 

9.8 

8.1 

12.1 

15.5 

6360 

4 

51 

EMERSON  ELECTRIC 

9004 

65 

6998 

3 

593.1 

10 

8.5 

8.0 

18.4 

19.3 

5534 

4 

52 

MCI  COMMUNICATIONS 

8969 

72 

6471 

26 

603.0 

69 

9.3 

6.9 

19.1 

30.7 

6338 

8 

O^j 

SCHERING-PLOUGH 

8952 

60 

3158 

6 

471.3 

21 

14.9 

13.1 

25.3 

24.1 

3614 

3 

54 

MOTOROLA 

3873 

98 

9620 

17 

498.0 

12 

5.2 

5.4 

13.5 

13.5 

7686 

15 

55 

DUN  8  BRADSTREET 

8680 

48 

4322 

1 

586.4 

18 

13.6 

1 1.7 

26.8 

26.8 

5184 

3 

56 

TEN??CO 

8598 

59 

14083 

6 

584.0 

NM 

4.1 

NM 

13.2 

17.9 

12804 

-8 

57 

FEDERAL  NATIONAL  MORTGAGE  ASSN. 

857  1 

•02 

11557/ 

9 

807.3 

59 

7.0 

4.8 

10.1 

29.4 

124315 

11 

58 

SCECOPP 

8384 

63 

6904 

10 

822.7 

2 

11.9 

12.9 

10.3 

14.7 

15443 

4 

SOUTHERN 

83  2  5 

54 

7492 

4 

968.4 

0 

12.9 

13.4 

9.0 

12.2 

20086 

2 

60 

J.  C.  PENNEY 

8280 

70 

16103/ 

9 

802.0 

-1 

5.0 

5.4 

14.5 

22.9  ■ 

12698 

4 
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&Ll!ATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER 

SHARE 

INDUSTRY  GROUP 

CENT 
<ARE 
RICE 
$ 

12-MONTH 

PRia 

INSTI- 

ANALYSTS' 

ESTIMATES 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS- 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1988 
AaUAl 
$ 

1989 
AaUAL 
$ 

1990 
EST 
$ 

VARI- 
ATION 

% 

49 

55/41 

101 

6 

6.17 

37 

-5 

54 

473 

51.5 

12 

10.96 

8.22 

6.85 

14.6 

Automotive  A 

66 

71/43 

372 

19 

2.72 

51 

48 

43 

346 

51.5 

06 

2.98 

3.56 

4.27 

3.4 

Consumer  D 

64 

72/44 

259 

15 

4.60 

70 

43 

56 

330 

42.9 

12 

3.58 

4.16 

4.57 

2.2 

Telecomms.  B 

13 

1 1 6/85 

293 

10 

4.35 

44 

38 

56 

166 

47.5 

12 

8.78 

1 1.26 

9.40 

6.9 

Fuel  B 

57 

61/43 

485 

18 

2.03 

36 

27 

62 

333 

53.3 

12 

2.86 

3.25 

3.72 

1.0 

Health  care  D 

83 

84/65 

346 

15 

3.51 

52 

27 

66 

223 

51.4 

12 

5.09 

5.60 

6.10 

2.3 

Manufacturing  A 

45 

52/33 

230 

15 

4.18 

62 

37 

40 

408 

42.2 

12 

2.81 

3.02 

3.06 

4.0 

Telecomms.  B 

68 

76/56 

230 

7 

3.83 

28 

8 

52 

269 

88.6 

12 

8.55 

9.20 

7.49 

7.8 

Chemicals 

91 

1 1 4/72 

198 

17 

4.84 

81 

29 

33 

197 

31.8 

12 

6.65 

5.43 

7.25 

2.6 

Telecomms.  B 

63 

69/47 

470 

20 

2.59 

51 

32 

69 

279 

43.2 

12 

2.70 

3.20 

3.86 

2.0 

Health  care  B 

61 

68/50 

214 

13 

5.20 

69 

19 

31 

270 

28.3 

12 

4.55 

4.59 

4.83 

1.8 

Telecomms.  B 

70 

70/41 

276 

24 

1.72 

41 

58 

58 

230 

82.8 

12 

2.68 

2.94 

5.66 

6.5 

Aerospace 

81 

92/68 

166 

20 

5.38 

106 

25 

39 

197 

43.2 

12 

6.63 

4.10 

6.32 

3.0 

Telecomms.  B 

60 

66/40 

433 

18 

1.66 

29 

49 

57 

264 

60.4 

12 

2.90 

3.40 

3.97 

2.0 

Consumer  C 

56 

65/44 

192 

15 

4.65 

71 

31 

41 

284 

38.2 

12 

3.53 

3.64 

3.95 

3.6 

Telecomms.  B 

34 

36/21 

618 

28 

0.94 

26 

52 

55 

466 

54.2 

12 

1.03 

1.22 

1.49 

1.0 

Services  C 

01 

110/84 

800 

14 

4.26 

61 

21 

60 

156 

32.5 

12 

6.38 

7.07 

7.89 

1.8 

Health  care  B 

16 

136/74 

490 

23 

0.41 

9 

49 

42 

135 

91.2 

09 

3.80 

5.10 

6.16 

2.8 

leisure  B 

60 

60/49 

195 

7 

5.03 

33 

33 

63 

263 

96.7 

12 

5.35 

9.12 

4.81 

9.2 

Fuel  B 

95 

112/71 

195 

1 1 

0.50 

6 

38 

49 

164 

42.6 

12 

7.14 

8.29 

8.43 

3.1 

Nonbonk  fin.  B 

65 

70/50 

526 

17 

2.16 

36 

28 

53 

221 

41.8 

12 

3.33 

3.85 

4.42 

0.8 

Health  care  D 

42 

48/37 

109 

10 

4.78 

49 

4 

52 

343 

54.2 

12 

2.72 

4.12 

4.70 

5.3 

Retailing 

72 

81/59 

168 

12 

5.20 

62 

23 

41 

187 

31.4 

12 

6.17 

6.02 

6.24 

1.6 

Telecomms.  B 

39 

52/37 

184 

24 

5.14 

123 

-14 

48 

324 

86.2 

12 

4.31 

1.63 

3.97 

5.4 

Leisure  D 

50 

51/35 

422 

28 

2.39 

68 

37 

44 

238 

50.0 

12 

1.72 

1.77 

2.37 

8.5 

Fuel  C 

28 

39/27 

222 

11 

3.24 

34 

2 

63 

418 

58.4 

12 

2.31 

2.70 

3.03 

8.7 

Nonbank  fin.  A 

32 

35/24 

315 

16 

0.97 

16 

26 

57 

362 

73.0 

12 

1.72 

1.95 

2.22 

1.4 

Leisure  A 

75 

76/52 

248 

12 

3.20 

38 

32 

52 

145 

52.5 

12 

5.66 

6.31 

6.88 

2.1 

Electrical  A 

45 

58/40 

198 

13 

0.93 

12 

-21 

45 

239 

59.9 

10 

3.36 

3.52 

3.69 

5.2 

Office  equipment  B 

36 

46/33 

337 

13 

2.45 

33 

7 

52 

283 

51.0 

12 

2.45 

2.68 

2.94 

2.1 

Consumer  C 

59 

76/55 

214 

14 

4.10 

59 

1 1 

63 

165 

75.6 

12 

4.70 

4.04 

4.76 

2.2 

Health  core  B 

78 

1 14/70 

113 

9 

0.00 

0 

-30 

71 

122 

131.4 

06 

9.90 

8.45 

4.92 

14.8 

Office  equipment  B 

36 

40/30 

172 

10 

3.88 

40 

18 

46 

256 

104.9 

12 

2.62 

3.53 

2.83 

16.6 

Conglomerates 

22 

23/17 

124 

1 1 

6.51 

74 

35 

37 

429 

31.3 

12 

-0.10 

1.90 

2.09 

3.2 

Utilities  A 

15 

574/356 

288 

19 

0.04 

1 

44 

88 

18 

35.1 

12 

22.31 

27.25 

31.75 

4.1 

Publishing/TV  A 

40 

42/30 

293 

15 

3.12 

48 

34 

63 

223 

39.4 

09 

2.31 

2.63 

2.85 

1.4 

Electrical  A 

36 

49/25 

480 

16 

0.00 

0 

41 

67 

250 

199.6 

12 

1.27 

2.26 

2.98 

3.9 

Telecomms.  A 

79 

88/59 

458 

19 

2.27 

43 

30 

64 

113 

55.7 

12 

3.48 

4.18 

4.98 

1.0 

Health  care  B 

68 

68/40 

241 

18 

1.11 

20 

48 

69 

130 

109.2 

12 

3.43 

3.83 

4.42 

7.3 

Electrical  B 

47 

60/41 

396 

15 

4.27 

64 

-1 1 

68 

185 

75.1 

12 

2.67 

3.14 

2.79 

1.5 

Publishing/TV  B 

69 

69/47 

272 

15 

4.44 

68 

47 

54 

126 

61.5 

12 

-0.18 

4.46 

5.19 

6.0 

Conglomerates 

36 

46/20 

312 

1 1 

1.56 

18 

78 

85 

239 

152.5 

12 

2.14 

3.14 

4.19 

4.8 

Nonbank  fin.  A 

38 

41/31 

159 

11 

6.67 

72 

27 

35 

218 

31.6 

12 

3.49 

3.56 

3.64 

2.3 

Utilities  A 

26 

30/23 

120 

10 

8.11 

80 

22 

31 

316 

33.5 

12 

2.72 

2.68 

2.78 

2.9 

Utilities  A 

69 

76/51 

247 

11 

3.25 

36 

32 

61 

120 

54.5 

01 

6.02 

6.31 

6.76 

3.4 

Retailing 
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THE  1990  BUSINESS  WEEK 


Continental  Bank  proudly 
reminds  you  that  we  have  a  really  lous) 
passbook  savings  program. 


As  you  may  know,  Continental  has  lett  the  consumer  banking  industryf  -rJdi 
and  become  "business  only."  Now,  on  the  surface,  that  merely  means  we  no  longer 
offer  such  things  as  passbook 
savings,  credit  cards  and  long 
hues  marked  off  by  felt  ropes. 

Beyond  tliat,  however,  it 
has  meant  a  singleness  of  pur- 
pose for  our  entire  organization. 

Today,  instead  of  greet- 
ing our  customers  with  a  team 
of  tellers,  we're  greeting  them 

with  a  team  of  experienced,  sophisticated,  business  banking  professionals 

Instead  of  offering  our  clients  toasters,  blenders  and  cuddly  stuffed  animals 
we're  offering  them  customized  financial  risk  management  products  like  swaps 
caps  and  corridors. 

And  instead  of  trotting  out  some  dust)'  old  product  like  passbook  savings 
we're  introducing  them  to  our  latest  credit,  restructuring  and  capitalization  ideas  • 


:ipei 


::.'icia 


4  1990  Connnenol  Bank  N  A.  251  South  LaSalie  Street.  Chicago.  lUinois  6069 


Mind  you,  its  not  that  we  haven't  provided  these  kinds  of  services  before, 
s  just  that  now,  having  left  the  daily  demands  of  mass  market  banking  to  our 
)mpetitors,  we're  providing  them  exclusively. 


Has  all  this  emphasis  on  business  banking  translated  into  fewer  customers? 
:ankly,  yes.  About  60,000,  to  be  precise.  And  with  60,000  fewer  customers  to 
orry  about,  you'd  be  amazed  how  much  more  focused  a  bank  can  be. 


It  Its  a  passbook  savings  account  you're  atter,  there  are  any  number  of  fme 
nancial  institutions  we  could  recommend— just  a  few  of  which  are  listed  here.  But 
it's  a  disciplined,  dynamic  and  responsive  business  bank,  we  suggest  you  call 
)12)  828-5799  and  speak  directly  to  us. 


We  may  be  lousy  in  some  areas.  But  when  it  comes  to  business  banking,  we're 

roud  to  remind  you  that  we're  anything  but.         COfltillGntdl  Bdnk 

A  new  approach  to  business". 

mtic officrt:  Atlanta,  Chicago,  Dallas,  Los  Angeles,  Miami,  New  York.  bHemtiiimuhifjia^:  Buenos  Aires.  Caracas,  Frankfurt,  Hong  Kong,  London,  Mexico  City,  Milan,  Paris,  Santiago,  Sao  Paulo.  Singapore,  Tokyo. 
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MARKET 
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SALEi 
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t  % 

1  i 

S  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1989 
S  MIL 

CHANGE 
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1988 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

12 
MONTHS 
1989 

% 

12 
MONTHS 
1988 

% 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EOUITY 

12 
MONTHS 
1989 
$  ML. 

CHANG 
FROM 
1988 

% 

BERKSHIRE  HATHAWAY 

8165 

85 

2484 

1 

447.5 

12 

18.0 

16.2 

NA 

9.7 

9460 

39 

f  -"■ 

LOEWS 

7947 

69 

11437z 

6 

907.1 

2 

7.9 

8.3 

16.4 

19.5 

32413 

25 

• 

UNITED  TELECOMMUNICATIONS 

792  2 

93 

7549 

16 

362.9 

156 

4.8 

2.2 

9.6 

17.9 

9821 

0 

•'•4 

H.  J,  HEINZ 

7  789 

74 

6022 

7 

486.3 

15 

8.1 

7.5 

20.2 

27.4 

4479 

6 

INTEL 

7765 

123 

3127 

9 

391.0 

-14 

12.5 

15.8 

15.3 

15.3 

3994 

13 

CITICORP 

7  753 

47 

37970 

17 

498.0 

-71 

1.3 

5,2 

18.7 

4.1 

230643 

9 

:•  ii" 

TOYS  'R'  US 

7713 

110 

4788 

20 

321.1 

20 

6.7 

6.7 

21.1 

21.9 

3075 

20 

GENERAL  RE 

7612 

80 

2771 

2 

598.5 

17 

21.6 

18.8 

17.8 

19.4 

10390 

9 

- 

•59 

COMMONWEALTH  EDISON 

7494 

61 

5751 

2 

693.7 

-6 

12.1 

13.1 

7.3 

8.6 

17948 

1 

70 

OCCIDENTAL  PETROLEUM 

7487 

55 

20068 

3 

256.0 

-18 

1.3 

1.6 

5.7 

4.2 

20712 

5 

71 

KELLOGG 

742  1 

56 

4652 

7 

422.1 

-12 

9.1 

11.0 

21.7 

26.0 

;  3390 

3 

THE  LIMITED 

7  3  2  3 

94 

4648 

14 

346.9 

42 

7.5 

6.0 

22.7 

31.5 

2417  8 

73 

UNOCAL 

7166 

105 

10385y 

13 

358.0 

1179 

3.4 

0.3 

NA 

15.2 

9257 

-3 

74 

UNION  PACIFIC 

7124 

53 

6492 

7 

595.0 

6 

9.2 

9.2 

10.6 

15.6 

12390 

2 

75 

MONSANTO 

7023 

73 

8681 

5 

679.0 

15 

7.8 

7.1 

15.3 

17.4 

8604 

2 

7ti 

K  MART 

7017 

52 

29898/ 

8 

322.7 

-60 

1.1 

2.9 

6.7 

6.4 

13924 

9 

77 

WARNER-LAMBERT 

6970 

91 

4196 

7 

412.7 

21 

9.8 

8.7 

32.3 

37.5 

2860 

6 

7v 

UPJOHN 

6920 

92 

2916y 

8 

311.0 

-13 

10.7 

13.2 

15.2 

16.1 

3247 

4 

79 

UNITED  TECHNOLOGIES 

678  1 

82 

19756/ 

7 

702.1 

7 

3.6 

3.6 

14.5 

14.5 

14598 

10 

80 

SARA  LEE 

6742 

97 

11746 

5 

440.8 

17 

3.8 

3.4 

NA 

19.5 

7230 

28 

81 

ITT 

6650 

57 

20100 

4 

922.0 

7 

4.6 

4.4 

8.9 

12.4 

45503 

9 

82 

GANNETT 

6640 

78 

3518 

6 

397.5 

9 

11.3 

11.0 

15.5 

20.5 

3733 

Q 

83 

J.  P.  MORGAN 

6638 

62 

10394 

21 

-1275.0 

NM 

NM 

11.7 

NM 

-32.2 

88964 

-4 

i  . 

S4 

CAMPBELL  SOUP 

6407 

•|4l 

6003 

14 

37.1 

-86 

0.6 

4.9 

NA 

1.9 

4369 

7 

MICROSOFT 

6347 

233 

953 

33 

210.5 

39 

22.1 

21.1 

29.1 

28.8 

922 

52 

■  Mil 

NORFOLK  SOUTHERN 

6347 

75 

4536 

2 

606.2 

-5 

13.4 

14.2 

10.2 

11.7 

10244 

2 

: 

TEXAS  UTILITIES 

6320 

112 

4321 

4 

887.8 

20 

20.5 

17.8 

10.3 

12.3 

17219 

7 

«x 

McCAW  CELLULAR  COMMUNICATIONS 

6309 

107 

504 

62 

-288.5 

NM 

NM 

NM 

NM 

-27.0 

3041 

47 

89 

PHILLIPS  PETROLEUM 

6250 

88 

12384 

10 

219.0 

-66 

1.8 

5.8 

7.7 

9.0 

11256 

-6 

90 

AMERICAN  BRANDS 

6213 

77 

1 1921 X 

-1 

630.8 

17 

5.3 

4.5 

16.3 

21.5 

11394 

-7 

91 

'  CATERPILLAR 

6161 

83 

11126 

7 

497.0 

-19 

4.5 

5.9 

11.5 

11.1 

10926 

8 

MAY  DEPARTMENT  STORES 

6078 

86 

9526/ 

13 

515.0 

15 

5.4 

5.3 

NA 

18.6 

7848 

3 

93 

CONSOLIDATED  EDISON  CO.  OF  NEW  YORK 

6074 

99 

5551 

9 

606.1 

1 

10.9 

11.7 

9.4 

13.0 

10129 

7 

~ 

94 

•  BAXTER  INTERNATIONAL 

6050 

113 

7399 

8 

446.0 

15 

6.0 

5.7 

NA 

11.9 

8503 

-1 

95 

:  MARION  MERRELL  DOW 

6005 

156 

1078 

30 

46.3 

-74 

4.3 

21.9 

8.2 

4.7 

1848 

195 

96 

ARCHER  DANIELS  MIDLAND 

5995 

136 

7745 

5 

482.3 

32 

6.2 

4.9 

13.4 

14.4 

5262 

9 

97 

■  BANKAMERICA 

5968 

135 

11389 

12 

820.0 

50 

7.2 

5.4 

14.4 

15.6 

98764 

4 

98 

;  BURLINGTON  RESOURCES 

5967 

67 

1715 

-5 

146.9 

2851 

8.6 

0.3 

5.2 

4.6 

6098 

11 

99 

':  AMERICAN  ELECTRIC  POWER 

5951 

101 

5140 

6 

691.7 

0 

13.5 

14.3 

10.2 

14.5 

14746 

3 

100 

:  ALUMINUM  CO.  OF  AMERICA 

5866 

95 

10910 

1 1 

944.9 

10 

8.7 

8.8 

18.7 

18.5 

1 1542 

10 

;  101 

:  GENERAL  MILLS 

5858 

114 

5954 

15 

343.5 

15 

5.8 

5.8 

26.2 

42.0 

3174 

7 

; 

DUKE  POWER 

5684 

121 

3639 

0 

571.6 

28 

15.7 

12.4 

10.3 

14.2 

9542 

7 

;  SYHTEX 

5674 

104 

1402 

5 

300.9 

-6 

21.5 

23.9 

38.5 

46.4 

1427 

-I 

':  04 

:  AETNA  LIFE  &  CASUALTY 

5669 

87 

19671 

10 

639.4 

-9 

3.3 

3.9 

NA 

9.2 

87099 

7 

it., 
i_   ,. 

INTERNATIONAL  PAPER 

5663 

100 

11369 

19 

864.0 

15 

7.6 

7.9 

NA 

16.8 

10827 

23 

BIM.\LnS  U  HK  liWO 


164 
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LUaTION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

ENT 

a 

12 -MONTH 
HIGH/ 
LOW 
i 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1988 
AaUAL 
$ 

1989 
ACTUAL 
$ 

1990 
EST. 
$ 

VARI- 
ATION 

% 

5 

8900/4710 

177 

18 

0.00 

0 

53 

NA 

1 

3.7 

12 

273.37 

390.01 

252.50 

12.6 

Nonbank  fin.  A 

6 

135/81 

171 

9 

0.94 

8 

28 

52 

75 

52.4 

12 

11.70 

12.07 

1  1.44 

8.9 

Nonbank  fin.  A 

8 

44/25 

393 

22 

2.61 

58 

53 

63 

207 

82.8 

12 

0.68 

1.72 

2.62 

5.5 

Telecomms.  A 

1 

36/24 

438 

16 

2.74 

45 

28 

53 

254 

37.6 

04 

1.67 

1.88d 

2.12 

2.7 

Food  B 

2 

42/23 

305 

20 

0.00 

0 

56 

71 

184 

212.8 

12 

2.51 

2.07 

2.84 

9.4 

Electrical  D 

4 

36/23 

85 

21 

6.79 

140 

4 

68 

325 

84.3 

12 

4.87 

1.16 

4.49 

10.6 

Banks  A 

0 

40/24 

527 

25 

0.00 

0 

49 

64 

191 

66.0 

01 

1.36 

1.64 

2.05 

2.2 

Retailing 

5 

96/61 

247 

13 

1.61 

21 

46 

81 

90 

61.0 

12 

5.39 

6.52 

6.64 

2.8 

Nonbank  fin.  B 

5 

41/32 

108 

13 

8.48 

106 

18 

47 

212 

52.3 

12 

3.01 

2.83 

3.40 

11.4 

Utilities  A 

8 

31/26 

125 

30 

9.01 

272 

13 

34 

270 

67.2 

12 

1.26 

0.92 

1.18 

37.1 

Fuel  B 

1 

82/58 

458 

18 

3.15 

56 

5 

70 

122 

34.0 

12 

3.90 

3.46 

4.19 

5.1 

Food  B 

1 

41/25 

665 

21 

0.79 

17 

24 

41 

180 

55.9 

01 

1.36 

1.92 

2.35 

3.1 

Retailing 

1 

32/20 

304 

20 

2.29 

46 

52 

60 

234 

76.3 

12 

0.11 

1.53 

1.52 

17.0 

Fuel  6 

1 

81/63 

187 

13 

3.27 

41 

16 

59 

101 

51.4 

12 

4.90 

5.62 

5.88 

3.4 

Transportation  B 

6 

124/89 

180 

11 

3.20 

34 

25 

70 

66 

82.6 

12 

8.27 

10.03 

10.98 

4.2 

Chemicals 

5 

45/32 

138 

22 

4.67 

102 

-5 

71 

200 

81.5 

01 

4.00 

1.61 

4.07 

5.1 

Retailing 

3 

119/77 

634 

17 

2.94 

50 

34 

65 

67 

74.1 

12 

5.00 

6.10 

7.13 

0.9 

Health  care  B 

8 

42/28 

357 

23 

2.66 

60 

15 

55 

184 

1 12.1 

12 

1.90 

1.67 

2.40 

2.6 

Health  care  B 

6 

57/43 

143 

10 

3.21 

34 

21 

69 

121 

65.9 

12 

5.05 

5.34 

5.74 

2.1 

Aerospace 

9 

34/23 

313 

17 

2.86 

48 

26 

43 

230 

45.9 

06 

1.42 

1.75 

1.92 

1.5 

Food  B 

4 

65/51 

94 

8 

2.98 

25 

7 

62 

124 

71.7 

12 

5.99 

6.52 

6.50 

5.0 

Conglomerates 

1 

50/36 

343 

17 

2.91 

49 

12 

68 

161 

45.5 

12 

2.26 

2.47 

2.76 

2.7 

Publishing/TV  B 

6 

48/34 

166 

NM 

5.04 

DEF 

11 

68 

184 

71.5 

12 

5.38 

-7.04 

4.68 

11.2 

Banks  A 

9 

61/31 

330 

NM 

2.03 

1000 

50 

87 

130 

48.5 

07 

1.87 

0.10 

2.59 

3.2 

Food  B 

4 

114/46 

867 

38 

0.00 

0 

66 

22 

56 

251.1 

06 

2.22 

3.03 

4.52 

3.3 

Office  equipment  C 

7 

42/32 

123 

1 1 

3.85 

41 

16 

63 

170 

46.5 

12 

3.51 

3.48 

3.66 

4.4 

Transportation  B 

5 

38/28 

100 

8 

8.58 

67 

33 

59 

183 

106.3 

12 

4.00 

4.44 

4.36 

5.8 

Utilities  A 

2 

47/28 

590 

NM 

0.00 

0 

-14 

22 

197 

65.3 

12 

-2.39 

-1.95 

-1.00 

56.3 

Telecomms.  A 

6 

30/21 

256 

28 

3.90 

111 

24 

39 

244 

84.0 

12 

2.72 

0.90 

2.07 

15.0 

Fuel  B 

5 

82/62 

217 

10 

4.19 

42 

4 

48 

96 

65.3 

12 

5.44 

6.51 

7.04 

4.3 

Consumer  E 

1 

66/53 

138 

12 

1.98 

24 

5 

69 

101 

88.7 

12 

6.07 

4.90 

4.54 

11.1 

Manufacturing  C 

19 

53/35 

225 

13 

2.91 

39 

31 

63 

124 

49.4 

01 

3.42 

3.64 

4.32 

3.4 

Retailing 

7 

30/22 

139 

11 

6.84 

73 

26 

28 

228 

36.9 

12 

2.47 

2.49 

2.49 

3.0 

Utilities  A 

4 

26/19 

187 

16 

2.31 

37 

36 

58 

249 

69.7 

12 

1.31 

1.50 

1.74 

2.8 

Health  care  D 

2 

37/22 

610 

15 

1.66 

25 

1 1 

4 

278 

45.8 

06 

0.96 

1.46 

1.73 

2.5 

Health  care  B 

1 

24/14 

179 

14 

0,47 

7 

46 

49 

284 

65.8 

06 

1.24 

1.51 

1.78 

4.1 

Food  B 

!8 

36/21 

122 

7 

3.52 

26 

40 

48 

210 

107.2 

12 

2.77 

3.79 

5.16 

7.4 

Banks  D 

n 

54/40 

185 

41 

1.71 

71 

-6 

NA 

146 

91.1 

12 

0.46 

0.99 

1.41 

9.4 

Fuel  B 

n 

33/26 

137 

9 

7.80 

74 

24 

40 

194 

42.5 

12 

3.24 

3.25 

3.24 

1.8 

Utilities  A 

)7 

80/58 

115 

6 

4.48 

28 

9 

83 

88 

131.7 

12 

9.74 

10.67 

8.47 

13.8 

Metals  A 

'1 

77/55 

721 

16 

3.10 

49 

20 

62 

83 

49.4 

05 

3.85 

4.49d 

5.13 

1.1 

Food  B 

>6 

57/43 

155 

1 1 

5.56 

61 

34 

46 

101 

38.0 

12 

3.90 

5.13 

4.98 

4.4 

Utilities  A 

51 

55/37 

875 

19 

2.96 

56 

32 

42 

112 

163.0 

07 

2.51 

2.67 

3.02 

3.9 

Health  care  B 

51 

63/49 

82 

9 

5.45 

49 

6 

76 

112 

48.7 

12 

5.85 

5.69 

5.45 

7.1 

Nonbank  fin.  B 

52 

59/45 

113 

7 

3.23 

22 

11 

65 

109 

1 10.9 

12 

6.57 

7.72 

6.42 

10.4 

Paper  B 

rNOTES  TO  TABlfS  APPtAR  ON  PAGES  214  215 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

$  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
198*? 
$  MIL 

CHANGE 
FROM 

% 

12 
MONTHS 

$  MIL. 

CHANGE 
FROM 

% 

12 
MONTHS 

% 

12 
MONTHS 

% 

ON 
INVESTED 

% 

ON 
COMMON 

% 

12 
MONTHS 

$  MIL. 

CHAN 

fro; 

198 

% 

106 

DEERE 

5574 

147 

7488/ 

14 

410.4 

39 

5.5 

4.5 

NA 

14.8 

9587 

r 

107 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

5541 

109 

4805 

9 

571.1 

2 

11.9 

12.7 

9.7 

12.9 

12919 

1 1 

108 

ROCKWELL  INTERNATIONAL 

5524 

84 

12534 

3 

720.7 

-7 

5.8 

6.4 

17.7 

17.9 

9033 

!! 

W 

109 

TIME  WARNER 

5510 

66 

7642 

70 

-256.0 

NM 

NM 

6.3 

NA 

-15.4 

24791 

39< 

•6 

183/ 

110 

NEWMONT  GOLD 

5493 

154 

559 

44 

118.0 

9 

21.1 

27.8 

28.8 

26.7 

663 

r 

SS/ 

111 

WEYERHAEUSER 

5477 

96 

10106 

8 

341.1 

-40 

3.4 

6.1 

NA 

7.6 

15976 

33/ 

112 

PACIFICORP 

5412 

131 

3717 

6 

465.6 

4 

12.5 

12.7 

8.7 

14.8 

11895 

12 

113 

AMP 

5350 

115 

2797 

5 

280.9 

-12 

10.0 

12.0 

17.3 

17.3 

2531 

•I 

50/ 

114 

PARAMOUNT  COMMUNICATIONS 

5347 

89 

3463 

11 

21.0 

-86 

0.6 

4.8 

2.9 

0.5 

6954 

2£ 

i6/ 

11  r, 

ALLIED-SIGNAL 

5238 

108 

1 1942 

0 

528.0 

14 

4.4 

3.9 

14.0 

15.5 

10132  1 

116 

KIMBERLY-CLARK 

5234 

111 

5734 

6 

423.8 

12 

7.4 

7.0 

16.8 

20.3 

4923 

i; 

i5 

lU 

117 

RALSTON  PURINA 

5220 

90 

6858 

13 

350.1 

-6 

5.1 

6.2 

17.9 

35.1 

4495 

(5 

w 

118 

XEROX 

5168 

76 

17635/ 

7 

704.0 

81 

4.0 

2.4 

8.8 

14.0 

30088 

1^ 

ii 

mi 

119 

MARSH  &  McLENNAN 

5077 

128 

2428/ 

7 

294.9 

0 

12.1 

13.0 

26.2 

34.6 

2035 

11 

!0 

120 

APPLE  COMPUTER 

5039 

127 

5372 

21 

438.4 

5 

8.2 

9.5 

28.8 

28.8 

2813 

2i 

D 

50/ 

121 

AMERICAN  CYANAMID 

5039 

106 

4825 

5 

292.0 

-1 

6.1 

6.4 

14.5 

13.3 

4971  7 

to/ 

122 

CPC  INTERNATIONAL 

5037 

137 

5103 

9 

327.5 

13 

6.4 

6.2 

NA 

26.2 

3705 

11 

ji 

7</ 

123 

GILLETTE 

5036 

166 

3819 

7 

284.7 

6 

7.5 

7.5 

23.0 

366.3 

3114 

5 

5? 

124 

BROWNING-FERRIS  INDUSTRIES 

5033 

129 

2683 

24 

269.4 

14 

10.0 

10.9 

13.2 

20.9 

3117 

3; 

125 

TELE-COMMUNICATIONS 

5028 

116 

2821a 

32 

-167.4 

NM 

NM 

0.3 

NM 

-16.8 

11336 

45 

126 

MELVILLE 

4954 

120 

7554 

11 

398.1 

12 

5.3 

5.2 

20.8 

24.8 

3032 

11 

W 

127 

TIMES  MIRROR 

4875 

117 

3518/ 

6 

298.0 

-10 

8.5 

10.0 

12.6 

16.3 

3947 

33 

ic 

«/ 

128 

ORYX  ENERGY 

4874 

167 

1211/ 

-6 

54.0 

NM 

4.5 

NM 

4.4 

3.6 

4185 

i 

4? 

4// 

129 

NCR 

4862 

122 

5956 

-1 

411.6 

-6 

6.9 

7.3 

NA 

20.3 

4500 

11 

/■ 

130 

DAYTON  HUDSON 

4857 

153 

13644/ 

12 

410.0 

43 

3.0 

2.4 

13.4 

23.4 

6684 

mi 

131 

HALLIBURTON 

4810 

175 

5661/ 

17 

133.7 

58 

2.4 

1.7 

6.6 

6.4 

4231 

-IC 

48 

132 

CNA  FINANCIAL 

4661 

155 

9084 

9 

613.5 

12 

6.8 

6.5 

NA 

15.2 

28682 

14 

109/ 

133 

BORDEN 

4661 

130 

7593 

5 

-60.6 

NM 

NM 

4.3 

NA 

-3.8 

4825 

s 

39/ 

134 

COOPER  INDUSTRIES  : 

4565 

203 

5129/ 

20 

267.8 

19 

5.2 

5.3 

10.0 

14.1 

6745 

5i 

(U 

135 

PPG  INDUSTRIES 

4530 

103 

5734 

2 

465.2 

-1 

8.1 

8.3 

15.7 

21.2 

5645 

IC 

44 

136 

DOMINION  RESOURCES 

4515 

139 

3700/ 

11 

470.5 

-4 

12.7 

14.7 

8.8 

12.2 

11034 

7 

49/ 

137 

STUDENT  LOAN  MARKETING  ASSN. 

4485 

164 

3267 

45 

257.6 

14 

7.9 

10.0 

1  1.7 

30.0 

35488 

2i 

54/ 

138 

SECURITY  PACIFIC 

4444 

118 

10072 

19 

740.6 

16 

7.4 

7.5 

17.9 

18.1 

83943 

£ 

139 

CONTEL 

4424 

148 

3114 

7 

277.0 

-10 

8.9 

10.5 

12.0 

17.2 

5846 

C 

140 

FPL  GROUP 

4400 

149 

6180 

6 

454.2 

-8 

7.4 

8.4 

9.4 

11.9 

12317 

A 

JW 

141 

LIN  BROADCASTING 

4394 

124 

251 

11 

57.4 

-30 

22.9 

36.4 

12.4 

11.3 

680 

IS 

ii 

131/ 

142 

FEDERAL  HOME  LOAN  MORTGAGE 

4326 

NR 

3757 

31 

437.0 

15 

11.6 

13.3 

8.0 

21.9 

35462 

/! 

105/ 

143 

CHEMICAL  WASTE  MANAGEMENT 

4269 

205 

892 

27 

144.2 

23 

16.2 

16.7 

22.5 

22.1 

1105 

2t 

144 

HOUSTON  INDUSTRIES 

4259 

174 

3790 

7 

458.0 

6 

12.1 

12.2 

NA 

11.4 

11654 

14 

145 

CHUBB 

4259 

217 

4069/ 

7 

420.8 

17 

10.3 

9.5 

13.1 

16.2 

11179  i; 

181/ 

146 

ENTERGY  , 

4219 

160 

3724 

4 

-395.0 

NM 

NM 

14.0 

NM 

-11.1 

15251 

1 

w 

147 

CORNING 

4216 

189 

2439 

15 

259.4 

-1 1 

10.6 

13.8 

12.2 

15.2 

3361 

M 

45/ 

148 

^SS 

4212 

140 

2962 

7 

297.1 

5 

10.0 

10.2 

11.2 

12.0 

4593 

C 

149 

b^HC  ONE 

4158 

173 

3163 

16 

362.9 

7 

11.5 

12.4 

19.7 

15.8 

26552 

5 

ISO 

CHRYSLER 

4147 

81 

34922/ 

2 

315.0 

-69 

0.9 

2.9 

9.0 

4.3 

51038 

li 

!)/ 
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ALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INb;j:,iK<  ukOUP 

ECENT 
jHARE 
'RICE 
$ 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

PE 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT, 
MIL 

TURN- 
OVER 

% 

FY 

1988 
AaUAL 
$ 

1989 
AaUAL 
$ 

1990 
EST 
$ 

VARI- 
ATION 

% 

74 

74/48 

200 

15 

2.72 

40 

51 

77 

76 

101.5 

10 

4.06 

5.06 

6.27 

5.3 

Manufacturing  C 

26 

30/23 

132 

10 

7.92 

79 

24 

36 

211 

34.1 

12 

2.57 

2.62 

2.72 

3.0 

Utilities  A 

22 

27/20 

138 

8 

3.49 

27 

4 

45 

247 

29.9 

09 

3.04 

2.87 

2.49 

3.3 

Conglomerates 

96 

183/88 

331 

NM 

1.04 

DEF 

-8 

50 

57 

210.8 

12 

5.01 

-4.34 

-7.17 

43.8 

Publishing/TV  B 

52 

58/29 

1241 

46 

0.10 

4 

47 

NA 

105 

17.0 

12 

1.03 

1.13 

1.40 

18.5 

Metals  C 

27 

33/23 

126 

17 

4.49 

77 

-1 

56 

205 

51.9 

12 

2.68 

1.56 

2.32 

12.1 

Paper  A 

22 

24/17 

181 

12 

6.24 

76 

43 

16 

245 

37.5 

12 

1.73 

1.81 

1.90 

2.6 

Utilities  A 

50 

50/40 

329 

19 

2.71 

52 

10 

72 

106 

61.3 

12 

2.96 

2.63 

2.89 

5.1 

Electrical  D 

45 

66/41 

144 

N/v\ 

1.56 

778 

6 

49 

119 

160.8 

10 

3.21 

0.09 

2.37 

11.8 

Leisure  B 

36 

40/32 

154 

10 

4.98 

51 

9 

54 

145 

48.5 

12 

3.10 

3.55 

3.54 

4.2 

Conglomerates 

65 

75/59 

251 

12 

4.01 

49 

7 

55 

81 

61.4 

12 

4.71 

5.26 

5.52 

3.4 

Paper  B 

85 

102/78 

552 

16 

2.18 

35 

3 

49 

62 

45.5 

09 

5.28 

5.32 

6.25 

5.7 

Food  B 

56 

69/50 

107 

9 

5.35 

46 

-12 

73 

92 

96.6 

12 

3.50 

6.56 

6.19 

8.8 

Office  equipment  B 

70 

90/58 

596 

17 

3.57 

61 

37 

58 

72 

43.5 

12 

4.09 

4.10 

4.65 

4.7 

Nonbank  fin.  A 

40 

50/32 

331 

1 1 

1.09 

12 

-5 

66 

125 

31 1.9 

09 

3.08 

3.53 

3.68 

5.0 

Office  equipment  B 

53 

60/47 

230 

17 

2.56 

43 

4 

56 

96 

93.3 

12 

3.41 

3.12 

4.03 

5.2 

Chemicals 

67 

74/50 

403 

16 

2.70 

43 

32 

61 

76 

62.0 

12 

3.68 

4.22 

4.81 

1.1 

Food  B 

52 

52/34 

7063 

19 

1.85 

36 

42 

59 

97 

104.9 

12 

2.45 

2.70 

3.26 

1.5 

Consumer  D 

34 

43/28 

391 

19 

1.91 

37 

28 

57 

150 

64.1 

09 

1.51 

1.74 

2.02 

1.6 

Services  C 

14 

22/13 

504 

^^^^ 

0.00 

0 

8 

71 

353 

91.4 

12 

0.16 

-0.50d 

-0.37 

57.8 

Publishing/TV  A 

48 

54/40 

318 

14 

2.94 

40 

18 

78 

103 

56.2 

12 

3.26 

3.56 

4.01 

1.9 

Retailing 

38 

45/32 

267 

16 

2.86 

47 

4 

39 

129 

28.8 

12 

2.58 

2.30 

2.39 

5.9 

Publishing/TV  B 

47 

47/30 

328 

91 

2.58 

235 

56 

NA 

105 

37.5 

12 

NA 

0.51 

1.04 

23.3 

Fuel  B 

69 

71/53 

240 

13 

1.92 

25 

17 

64 

71 

102.6 

12 

* 

5.33 

5.38 

5.94 

3.9 

Office  equipment  B 

69 

69/43 

277 

13 

1.93 

25 

39 

83 

71 

98.5 

01 

3.45 

5.37 

5.81 

2.8 

Retailing 

45 

48/28 

229 

36 

2.22 

79 

61 

67 

107 

96.9 

12 

0.81 

1.26 

1.77 

10.6 

Fuel  C 

75 

109/58 

117 

8 

0.00 

0 

26 

97 

62 

15.4 

12 

6.32 

9.73 

6.76 

21.5 

Nonbank  fin.  B 

32 

39/28 

296 

NM 

3.05 

DEF 

15 

48 

148 

56.8 

12 

2.1 1 

-0.41 

2.63 

2.8 

Food  B 

42 

42/27 

240 

17 

2.57 

43 

49 

58 

109 

49.9 

12 

2.21 

2.51 

2.79 

2.5 

Electrical  A 

42 

46/37 

207 

10 

3.64 

36 

-3 

45 

109 

38.4 

12 

4.26 

4.18 

4.14 

8.4 

Housing  A 

45 

49/40 

134 

1 1 

7.40 

80 

17 

38 

101 

51.1 

12 

4.52 

4.14 

4.40 

2.4 

Utilities  A 

46 

54/35 

545 

18 

1.14 

21 

25 

NA 

99 

72.0 

12 

2.14 

2.53 

3.01 

1.9 

Nonbank  fin.  A 

38 

55/35 

1 13 

6 

5.94 

36 

1 1 

60 

1 16 

93.7 

12 

5.59 

6.26 

6.95 

2.4 

Banks  D 

28 

37/23 

275 

16 

3.93 

63 

24 

60 

158 

63.6 

12 

1.98 

1.74 

1.41 

16.8 

Telecomms.  & 

33 

37/29 

127 

1 1 

6.91 

73 

18 

49 

133 

51.1 

12 

3.42 

3.12 

3.30 

4.2 

Utilities  A 

85 

131/84 

864 

80 

0.00 

0 

28 

63 

52 

256.6 

12 

1.54 

1.07 

2.73 

6.0 

Publishing/TV  A 

72 

105/58 

237 

1 1 

2.22 

24 

NA 

NA 

60 

NA 

12 

NA 

6.65 

8.12 

3.9 

Nonbank  fin.  A 

21 

24/13 

655 

29 

0.58 

17 

44 

15 

206 

28.8 

12 

0.59 

0.71 

0.89 

2.5 

Services  C 

34 

36/27 

117 

10 

8.77 

89 

31 

64 

126 

60.9 

12 

3.34 

3.32 

3.15 

5.8 

Utilities  A 

101 

101/64 

164 

10 

2.30 

24 

59 

72 

42 

74.5 

12 

8.85 

9.83 

9.48 

6.9 

Nonbank  fin.  B 

21 

24/16 

99 

NM 

4.85 

DEF 

32 

73 

205 

45.0 

12 

2.01 

-2.31 

2.27 

5.2 

Utilities  A 

45 

45/32 

246 

16 

2.51 

40 

37 

53 

94 

54.1 

12 

3.25 

2.79 

2.96 

3.4 

Manufacturing  A 

178 

221/166 

178 

15 

2.47 

38 

12 

75 

24 

58.1 

12 

11.02 

1 1.54 

12.19 

5.9 

Publishing/TV  A 

29 

34/22 

190 

12 

3.27 

39 

43 

45 

144 

41.5 

12 

2.37 

2.41 

3.18 

5.1 

Banks  B 

19 

27/16 

57 

14 

6.44 

88 

-32 

66 

223 

71.6 

12 

4.66 

1.36 

1.49 

43.1 

Automotive  A 

OOTNOTES  TO  TABLES  APPEAR  ON  PAGES  214-215 

167  THE  1990  BUSINESS  WEEK  1000 


IflflUVtlLIUII 


I  HE  lUVYEK  W  DMDEL  MNIP 

SYSTEMS  INTEGRATION  I 

The  parable  is  older  than  writing  itself,  conningP 
us  from  the  first  nnurmurings  of  civilization.  Yet  its  I 
son  seenns  to  have  been  aimed  specifically  at  the  h 
twentieth  century. 

In  Genesis,  Chapter  11,  we  read  of  an  unnam 
people  building,  a  great  city  on  the  plain  of  Shir 
[Mesopotamia].  To  the  narrator  of  this  parable,  pe 
ing  across  time  and  desert  from  his  own  nomadic  tr< 
tions,  these  folk  were  awesomely  clever  They  all  spo 
one  common  language,  and  because  of  this,  nothipfisciei 
was  impossible  to  them. 

The  plan  of  these  ingenious  people  was  to  erecpfi^ha 


Pieter  Bruegel  the  Elder,  c  1560  Kunslhislon^r  he^  fyluspum  Vienna 


heaven.  It  was  to  be  an  altar  to  their  own  intellect 
would  be  called  Babel,  or  "Gate  of  God!'  But  God 
self  canne  down  and  walked  the  streets  of  their  city 
saw  their  project  under  construction.  The  hubris  of 
arrogant  race  angered  him.  He  passed  his  hand 
r  the  city  and  cursed  it.  Now  where  there  had  been 
I  language  were  suddenly  hundreds.  Confusion 
ned.  Nothing  was  possible.  The  people  abandoned 
r  city  and  scattered  across  the  land,  taking  with  them 
r  bewildering  tongues.  And  their  vaunted  temple,  the 
er  of  Babel,  was  left  untopped;  carrion  for  the  wind. 
The  lesson  taught  by  this  ancient  parable  is  uncan- 
prescientfor  us  in  the  twentieth  century  The  revolu- 
in  information  technology  during  the  past  four 
ades  has  brought  with  it  the  ancient  curse  of  Babel. 


panies,  all  fiercely  competing  with  faster;  more  powerful 
hardware,  new  formats  and  new  languages.  All  contrib- 
uting to  an  atmosphere  of  discord  that  the  narrator  of 
the  Biblical  story  would  have  had  no  trouble  recogniz- 
ing, despite  the  great  gulf  of  time. 

Recognizing  this  discord,  Lockheed  has  a  solution; 
systems  integration.  For  years  the  company  has  been 
synthesizing  apparently  incompatible  systems,  whether 
for  use  in  space,  the  military  or  private  industry  To  this 
end,  Lockheed  has  actually  been  able  to  work  against 
the  Babel  effect.  And  with  everyone  once  again  speak- 
ing the  same  language,  who  knows  what  wonders  are 
possible? 


ckheed 

Giving  shape  to  imagination. 


i 


COMPANY 

MARKET 

VALUE 

SALES 

MARGINS 

RfFURN 

ASSETS 

ullUil 

-■  114) 

;  I 

%  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

12 

MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 

% 

12 
MONTHS 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 

% 

12 
MONTHS 
1989 
$  MIL, 

CHANGI 
FROM 
1988  , 

151 

RAYTHEON 

4109 

119 

8796 

7 

528.9 

8 

6.0 

6.0 

25.3 

22.4 

5338 

13  j 

I:  « 

152 

AMR 

4104 

159 

10480 

19 

454.8 

-5 

4.3 

5.4 

9.5 

12.5 

10700 

10 

,  :  10! 

153 

WOOLWORTH 

4104 

179 

8820y 

9 

329.0 

14 

3.7 

3.6 

16.5 

15.8 

3907 

-1 

!•  n 

154 

NCNB 

4100 

181 

6152 

117 

447.1 

77 

7.3 

8.9 

45.1 

15.0 

66191 

122 

155 

COLGATE-PALMOIIVE 

4049 

177 

5039 

6 

280.0 

83 

5.6 

3.2 

15.6 

38.0 

3477 

4 

1  a 

15(; 

CIGNA 

4027 

134 

15654 

6 

458.0 

17 

2.9 

2  6 

NA 

8.3 

57779 

4  j 

157 

SUN 

4014 

151 

11380z 

14 

98.0 

1300 

0.9 

0.1 

4.2 

2.8 

8699  1 

1  i  43 

15.S 

GEORGIA-PACIFIC 

4014 

143 

10171 

7 

661.0 

42 

6,5 

4.9 

16.0 

25.2 

7112  -1 

159 

AMERADA  HESS 

3946 

193 

5679y 

33 

476.3 

283 

8.4 

2.9 

13.2 

19.0 

6631 

33 

1  '  ^ 

t60 

AUTOMATIC  DATA  PROCESSING 

3934 

216 

1689y 

5 

196.2 

10 

11.6 

11.0 

17.4 

18.0 

1668 

3  1 

'  S3 

161 

MASCO 

3929 

163 

3151 

8 

220.9 

-30 

7.0 

10.9 

NA 

12.0 

3641 

8  j 

[:  31 

162 

HUMANA 

3906 

209 

4257 

19 

273.4 

18 

6.4 

6.5 

15.0 

20.4 

3756 

4 

i  M 

163 

WEILS  FARGO 

3888 

157 

5649 

16 

601.1 

17 

10.6 

10.5 

NA 

23.4 

48737 

5 

|:  a 

164 

COMPAQ  COMPUTER 

3883 

215 

2876 

39 

333.3 

31 

1  1.6 

12.4 

24.8 

28.4 

2090 

31 

:  113 

165 

CAROLINA  POWER  &  LIGHT 

3876 

197 

2481 

9 

376.1 

91 

15.2 

8.7 

10.4 

14.2 

7575  1 

i  « 

166 

MCA 

3866 

152 

3382y 

17 

244.8 

28 

7.2 

6.6 

10.2 

13.7 

4362 

14 

3  ;i 

167 

TELEDYNE 

3831 

144 

3531 

-22 

150.3 

-62 

4.3 

8.7 

NA 

6.5 

3447 

-33' 

)  7tt 

168 

PHILADELPHIA  ELECTRIC 

3816 

138 

3406 

5 

590.4 

4 

17.3 

17.5 

10.5 

13.2 

12720 

7 

i  2i 

169 

PNC  FINANCIAL 

3773 

150 

4645 

16 

377.4 

-18 

8.1 

11.5 

28.3 

13.2 

45661 

7 

C  « 

170 

ALBERTSON'S 

3741 

224 

7423 

10 

196.6 

21 

2.6 

2.4 

18.9 

21.8 

1863 

17 

i  « 

171 

DETROIT  EDISON 

3708 

228 

3203 

3 

426.0 

NM 

13.3 

NM 

10.4 

16.4 

9950  -1 

J  HI 

172 

BAKER  HUGHES 

3694 

284 

2341 

0 

92.6 

59 

4.0 

2.5 

9.0 

8.4 

2068  -1 

1  » 

173 

CONSOLIDATED  NATURAL  GAS 

3693 

180 

2802 

14 

181.8 

-6 

6.5 

7.8 

10.7 

11.2 

4601 

12 

t  52/ 

174 

TRIBUNE 

3670 

187 

2455 

5 

242.4 

15 

9.9 

9.0 

NA 

27.4 

3051 

4 

i  63/ 

175 

DELTA  AIR  LINES 

3661 

206 

8572 

17 

473.2 

37 

5.5 

4.7 

14.4 

15.9 

6554  8 

■  86/ 

176 

AMERICAN  TV  &  COMMUNICATIONS 

3652 

125 

973 

20 

95.1 

53 

9.8 

7.7 

1  1.0 

28.9 

2038 

35 

5S/ 

177 

PITNEY  BOWES 

3634 

168 

2876 

12 

6.6 

-49 

0.2 

0.5 

5.9 

12.6 

5611 

14 

■■  !5 

178 

QUAKER  OATS 

3632 

142 

5729 

2 

197.7 

-21 

3.5 

4.5 

13.4 

19.8 

3125 

179 

FOOD  LION 

3623 

178 

4717 

24 

139.8 

24 

3.0 

3.0 

21.5 

26.0 

1282 

180 

GREAT  NORTHERN  NEKOOSA 

3603 

259 

3863 

8 

321.1 

-6 

8.3 

9.5 

12.7 

17.8 

41 15 

-1 

1  " 

h  66/ 

181 

CENTRAL  &  SOUTH  WEST 

3564 

198 

2549 

1 

319.0 

-10 

12.5 

14.2 

9.4 

11.0 

8318 

j':  «/ 

182 

ARCO  CHEMICAL 

3548 

199 

2663 

-1 

405.0 

-18 

15.2 

18.3 

23.2 

26.3 

2655 

183 

TRAVELERS 

3533 

146 

12523 

2 

424.3 

674 

3.4 

0.4 

7.2 

8.8 

56563 

7  8 

184 

HONEYWELL 

3500 

210 

6059 

3 

550.3 

NM 

9.1 

NM 

29.3 

30.5 

5258 

61 

U  ni 

185 

R.  R.  DONNELLEY  &  SONS 

3496 

196 

3122 

8 

221.9 

8 

7.1 

7.1 

14.7 

15.3 

2507 

7| 

I  w 

186 

NEWMONT  MINING 

3477 

211 

591 

50 

127.6 

39 

21.6 

23.3 

NA 

NM 

1381 

-I9I 

I-  HI 

187 

AMERICAN  GENERAL 

3472 

133 

4227 

11 

413.0 

0 

9.8 

10.8 

7.7 

10.0 

32062 

SI 

188 

ORACLE  SYSTEMS 

3445 

373 

769 

95 

97.7 

73 

12.7 

14.3 

37.0 

34.3 

584 

82 1 

189 

HOME  DEPOT 

3408 

330 

2759 

38 

112.0 

46 

4.1 

3.8 

15.8 

23.8 

1118 

60 

190 

CSX 

3383 

161 

7745 

2 

427.0 

NM 

5.5 

NM 

NA 

12.9 

12298 

-6 

191 

REYNOLDS  METALS 

3351 

194 

6143 

10 

532.7 

11 

8.7 

8.7 

17.2 

20.8 

5397 

12 

192 

DRESSER  INDUSTRIES 

3345 

235 

3982 

0 

161.2 

19 

4.0 

3.4 

NA 

10.0 

3008 

3 

193 

;"OTT  PAPER 

3337 

191 

5066 

7 

375.5 

-6 

7.4 

8.5 

13.0 

18.2 

5746 

11 

!  194 

WiiKINGTON  POST 

3278 

208 

1444 

6 

197.9 

-26 

13.7 

19.7 

18.7 

20.7 

1532 

8 

■  0/? 

195 

FLUOij 

3262 

303 

6733 

22 

115.1 

67 

1.7 

1.3 

16.0 

16.0 

2154 

4 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE 


DIVIDENDS 

SHARES 

EARNINGS 

PER 

SHARE 

INDUSTRY  GROUP 

iECENT 
SHARE 
PRICE 
% 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL. 

TURN- 
OVER 

% 

FY 

1988 
AQUAL 
$ 

1989 
AQUAL 
$ 

ANALYSTS'  ESTIMATES 
1990  VARI- 
EST.  ATION 
$  % 

63 

85/60 

174 

8 

3.51 

27 

-6 

67 

66 

57.8 

12 

7.35 

8.01 

8.63 

1 .5 

Electrical  B 

65 

108/53 

1  16 

9 

0.00 

0 

5 

68 

63 

312.4 

12 

7.92 

7.16 

5.02 

26.9 

Transportation  A 

64 

72/48 

198 

12 

2.95 

37 

18 

56 

65 

115.8 

01 

4.47 

5.11 

D.OKJ 

z.u 

Retailing 

41 

55/33 

144 

9 

3.46 

30 

38 

52 

101 

81.3 

12 

2.90 

4.62 

5.97 

7. 1 

Banks  C 

60 

65/44 

572 

15 

2.98 

45 

31 

52 

67 

79.6 

12 

2.22 

3.97 

4.44 

O  Q 
Z.tJ 

Consumer  D 

52 

67/45 

75 

9 

5.75 

52 

1 

83 

78 

49.5 

12 

4.89 

5.68 

4.89 

9.7 

Nonbank  fin.  6 

38 

43/34 

116 

41 

4.78 

196 

18 

52 

107 

36.9 

12 

0.06 

0.92 

3.19 

13.8 

Fuel  B 

46 

62/40 

153 

6 

3.46 

22 

10 

67 

87 

71.4 

12 

4.76 

7.42 

•  6.08 

8.4 

Paper  A 

49 

52/34 

157 

8 

1.23 

10 

49 

59 

81 

88.3 

12 

1.51 

5.87 

3.39 

20.4 

Fuel  B 

53 

53/36 

361 

21 

1.12 

24 

36 

65 

74 

63.7 

06 

2.20 

2.53 

2.88 

1 .9 

Office  equipment  C 

25 

31/24 

214 

18 

2.06 

37 

1 

49 

156 

53.2 

12 

2.10 

1.42 

z.vo 

7.4 

Consumer  B 

40 

44/27 

291 

15 

2.62 

41 

44 

69 

99 

56.2 

08 

2.30 

2.56 

2.92 

2. 1 

Health  core  C 

76 

88/63 

158 

7 

4.73 

33 

23 

67 

51 

67.4 

12 

9.20 

1 1.02 

1 2.25 

3. 1 

Banks  D 

99 

113/65 

331 

13 

0.00 

0 

25 

66 

39 

370.1 

12 

6.30 

7.77 

9.04 

6.5 

Office  equipment  B 

45 

48/35 

160 

1 1 

6.56 

70 

33 

39 

87 

42.5 

12 

2.04 

4.20 

4.Z  1 

z.D 

Utilities  A 

53 

71/49 

216 

16 

1.29 

20 

13 

58 

73 

110.3 

12 

2.26 

3.34 

3.01 

10.2 

Leisure  B 

69 

76/64 

165 

26 

1.16 

30 

-2 

7 

55 

33.7 

12 

6.81 

2.71 

5.0 1 

24.5 

Conglomerates 

18 

25/18 

102 

8 

12.22 

93 

14 

22 

212 

46.5 

12 

2.33 

2.36 

2.27 

8.9 

Utilities  A 

40 

49/38 

133 

10 

5.27 

53 

3 

52 

94 

40.6 

12 

5.09 

3.98 

5.73 

3.8 

Banks  A 

56 

60/39 

415 

19 

1.43 

27 

31 

43 

67 

36.6 

01 

2.44 

2.93 

3.38 

2.7 

Food  C 

25 

26/17 

156 

10 

6.65 

63 

52 

29 

147 

53.0 

12 

-1.95 

2.65 

2.66 

7.0 

Utilities  A 

28 

28/15 

362 

44 

1.64 

72 

71 

64 

132 

89.8 

09 

0.45 

0.64 

1 .03 

1 1.8 

Fuel  C 

45 

52/37 

227 

20 

4.11 

84 

26 

35 

83 

28.1 

12 

2.34 

2.20 

2.61 

6.6 

Utilities  B 

45 

63/37 

438 

14 

2.14 

30 

12 

33 

82 

61.7 

12 

2.78 

3.17 

3.21 

4.3 

Publishing/TV  B 

72 

86/53 

127 

8 

1.67 

13 

33 

67 

51 

165.6 

06 

6.30 

9.37 

6.25 

24.9 

Transportation  A 

34 

55/32 

1110 

39 

0.00 

0 

-6 

15 

109 

40.6 

12 

0.65 

0.87 

1.10 

9.4 

Publishing/TV  A 

46 

55/40 

256 

20 

2.59 

53 

9 

71 

78 

60.7 

12 

3.00 

2.27 

3.67 

2.7 

Office  equipment  A 

48 

69/46 

367 

19 

2.92 

55 

-7 

49 

76 

69.2 

06 

3.20 

2.56 

3.57 

8.2 

Food  B 

11 

13/10 

673 

26 

1.20 

31 

12 

4 

322 

9.9 

12 

0,35 

0.43 

0.53 

3.8 

Food  C 

65 

66/36 

200 

1 1 

2.03 

23 

62 

59 

55 

187.4 

12 

6,21 

5.78 

4.90 

1 4.8 

Paper  B 

38 

40/30 

136 

12 

7.29 

90 

36 

50 

94 

50.0 

12 

3.43 

3.06 

3.68 

5. 1 

Utilities  A 

37 

40/29 

231 

9 

6.76 

59 

23 

11 

96 

21.6 

12 

5,00 

4.22 

3.55 

14.9 

Chemicals 

34 

45/32 

73 

8 

6.98 

59 

-6 

74 

103 

55.2 

12 

4.14 

4.07 

3.72 

9. 1 

Nonbank  fin.  B 

88 

92/62 

194 

7 

3.14 

21 

33 

65 

40 

187.0 

12 

-10.22 

12.92 

8.15 

4.9 

Electrical  C 

45 

53/36 

242 

16 

2.14 

34 

20 

63 

78 

35.6 

12 

2.64 

2.85 

3.13 

1.9 

Services  D 

52 

54/34 

NEG 

27 

1.16 

32 

22 

27 

67 

74.5 

12 

1.37 

1.89 

1.40 

29.2 

Metals  C 

32 

39/28 

84 

9 

5.02 

47 

-7 

76 

110 

47.7 

12 

3.22 

3.34 

3.59 

5.9 

Nonbank  fin.  6 

27 

27/11 

1209 

27 

0.00 

0 

99 

45 

129 

200.3 

05 

0.61 

0.98cl  1.47 

3.7 

Office  equipment  C 

45 

45/22 

726 

31 

0.27 

8 

72 

63 

76 

67.2 

01 

1.00 

1.42 

1.73 

4.7 

Retailing 

35 

39/30 

105 

8 

4.04 

34 

12 

56 

98 

53.6 

12 

-0.33 

4.09 

3.77 

7.6 

Transportation  B 

57 

60/49 

131 

6 

3.17 

20 

1 

78 

59 

123.2 

12 

9.01 

9.20 

7.31 

12.0 

Metals  A 

49 

49/34 

208 

20 

2.03 

41 

36 

69 

68 

94.8 

10 

1.78 

2.42 

3.05 

6.4 

Fuel  C 

45 

53/38 

162 

9 

1.76 

16 

14 

67 

74 

59.9 

12 

5.23 

5.11 

4.40 

2.9 

Paper  B 

263 

311/207 

342 

17 

1.52 

26 

27 

53 

12 

16.1 

12 

20.91 

15.50 

17.09 

2.8 

Publishing/TV  B 

41 

43/22 

453 

30 

0.59 

18 

91 

66 

80 

94.6 

10 

0.71 

1.35 

1.83 

7.9 

Services  A 
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Kodak  copier  representatives  will  do  whatever  it  takes 
to  guarantee  your  total  satisfaction  with  Kodak  copiers, 
people  and  service.  Whatever  it  takes. 

Nobody's  ever  offered  a  copier  guarantee  like  this. 
But  then  nobody  else  has  copiers  like  the  award-winners 
from  Kodak.  Nobody  has  Kodaks  heritage  of  quality 
products  and  caring  people— plus  the  best  service  in  the 
business!  So  we  can  confidently  offer  to  do  whatever 

it  takes  to  make  you  a  totally  satisfied  Kodak  copier 
Bjfl  customer  Because,  chances  are,  we're  already  doing  it. 


Kodak  copiers.  Ask  any  customer. 


Put  us  to  the  test.  We're  not 
all  as  limber  as  the  guy  above,  but 
every  one  of  us  is  an  expert  at 


satisfying  customers.  For  details, 
call  I  800  255-3434,  Ext.  154. 


COMPANY 


MARKET  VALUE 


YEAR 
AGO 
RANK 


SALE:. 

12 
MONTHS 
1989 
$  MIL. 


CHANGE 
FROM 
1988 


196 

BANKERS  TRUST  NEW  YORK 

3230 

169 

7258 

24 

-979.9 

NM 

NM 

11.1 

NM 

-46.2 

55658 

-10 

197 

SANTA  FE  PACIFIC 

3195 

170 

2978 

-5 

-195.4 

NM 

NM 

4.7 

NM 

-27.4 

6609 

-3 

198 

PRIMERICA 

3191 

527 

5695y 

467 

289.0 

79 

5.1 

16.1 

13.8 

13.8 

18200 

25 

199 

PACIFIC  ENTERPRISES 

3191 

232 

6762 

14 

217.0 

-5 

3.2 

3.9 

9.2 

10.5 

7326 

7 

f 

200 

PENNSYLVANIA  POWER  &  LIGHT 

3168 

221 

2356 

6 

353.4 

6 

15.0 

15.0 

9.6 

14.5 

7599  1 

201 

CONAGRA 

3165 

237 

13557 

30 

216.8 

26 

1.6 

1.6 

20.0 

21.4 

5403 

16 

[  •  30 

202 

UNION  CARBIDE 

3132 

132 

8744 

5 

573.0 

-13 

6.6 

8.0 

15.4 

24.8 

8546  1 

i:  n 

203 

UAL 

3109 

227 

9794 

9 

324.2 

-46 

3.3 

6.7 

15.8 

20.9 

7337 

1 1 

:  w 

204 

CHASE  MANHATTAN 

3099 

183 

13904 

12 

-665.1 

NM 

NM 

8.6 

NM 

-23.2 

107369 

10 

1' 

205 

ETHYL 

3073 

195 

2432 

16 

219.5 

13 

9.0 

9.3 

18.7 

21.1 

5632 

15 

\  ■  ^ 

206 

GENUINE  PARTS 

3069 

202 

3161 

7 

199.5 

10 

6.3 

6.2 

20.5 

21.2 

1292 

13 

207 

TRW 

3060 

218 

7340 

5 

263.0 

1 

3.6 

3.7 

NA 

NA 

5259 

18 

208 

TEXAS  INSTRUMENTS 

3056 

186 

6522 

1 

291.7 

-20 

4.5 

5.7 

10.0 

12.9 

4804 

10 

1 '  ^' 

209 

ST.  PAUL 

3032 

263 

3789 

4 

398.2 

13 

10.5 

9.7 

15.2 

16.9 

11030 

6 

i  ■  " 

210 

OHIO  EDISON 

3013 

185 

2155  1 

371.7 

62 

17.2 

10.7 

10.1 

13.0 

7723 

2 

|:  u 

211 

TRANSAMERICA 

2988 

229 

6834y 

9 

332.2 

1 1 

4.9 

4.8 

8.4 

1  1.7 

29840 

1 1 

I.  ■  <i 

212 

TANDEM  COMPUTERS     :  ^ 

2986 

310 

1 677 

1 8 

117.8 

15 

7.0 

7.2 

10.2 

11.3 

1668 

24 

B.'  v 

213 

PENNZOIL 

2978 

188 

2330y 

13 

235.5 

NM 

10.1 

NM 

NA 

15.6 

4599 

2 

\  '  w 

214 

INGERSOLL-RAND 

2947 

288 

3447 

14 

202.2 

25 

5.9 

5.3 

13.2 

14.7 

2595 

4 

215 

UST 

2932 

220 

682x 

10 

190.5 

17 

27.9 

26.2 

38.6 

39.2 

636 

6 

216 

KNIGHT-RIDDER 

2908 

246 

2268 

9 

179.8 

23 

7.9 

7.0 

15.4 

20.1 

2115  -8 

1 '  S! 

217 

HERSHEY  FOODS 

2863 

249 

2421 

12 

171.1 

18 

7.1 

6.7 

14.6 

15.9 

1814 

3 

218 

COASTAL  / 

2862 

307 

8271 

8 

178.3 

10 

2.2 

2.1 

NA 

13.1 

8031 

5 

219 

CENTEL 

2859 

219 

1188 

8 

1 1.0 

-90 

0.9 

10.0 

NM 

1.1 

3417 

-9 

220 

FEDERAL  EXPRESS 

2847 

234 

6324 

49 

133.2 

-31 

2.1 

4.5 

6.3 

8.4 

5152 

64 

221 

READER'S  DIGEST  ASSOCIATION 

2843 

NR 

1902 

NA 

170.7 

NA 

9.0 

NA 

NA 

33.2 

1439 

NA 

.  ti 
m 

222 

VIACOM 

2828 

268 

1436 

14 

131.1 

NM 

9.1 

NM 

14.2 

23.4 

3753 

-6 

tt 

223 

TANDY 

2820 

145 

4284 

7 

303.9 

-5 

7.1 

8.0 

16.7 

18.3 

3194 

25 

224 

DOW  JONES 

281 1 

182 

1688 

5 

317.0 

39 

18.8 

14.2 

20.6 

22.9 

2688 

27 

61 

225 

CARNIVAL  CRUISE  LINES 

2795 

NR 

1 148 

91 

193.6 

_1 

16.9 

32.7 

NM 

21.9 

2220 

112 

JJ,' 

226 

COMPUTER  ASSOCIATES  INTERNATIONAL 

2768 

190 

1244 

15 

145.8 

20 

1 1.7 

1 1.3 

15.5 

15.9 

1376 

19 

■  w 

227 

UNION  ELECTRIC 

2745 

239 

2010 

-1 

285.6 

_2 

14.2 

1 4.4 

9.0 

13.5 

5760  -1 

'  HI 

228 

CMS  ENERGY 

27  29 

278 

2961 

1 

332.1 

12 

1 1.2 

10.1 

NA 

16.5 

8615 

4 

229 

MARRIOTT 

2  7  24 

165 

7536 

14 

181.0 

-4 

2.4 

2.9 

9.3 

21.6 

6732 

13 

230 

AIR  PRODUCTS  &  CHEMICALS 

2719 

248 

2654 

7 

210.4 

-4 

7.9 

8.8 

10.9 

13.9 

3521 

12 

'■  w 

231 

ENRON 

2718 

319 

9836 

19 

226.1 

74 

2.3 

1.6 

10.4 

13.7 

9105 

5 

232 

WHITMAN 

2710 

171 

3986 

15 

22G.2 

31 

5.7 

5.0 

9.4 

54.9 

3718 

7 

233 

CHAMPION  INTERNATIONAL 

2696 

192 

5163 

1 

432.4 

-5 

8.4 

8.9 

9.1 

12.2 

7531 

12 

33/, 

234 

BURLINGTON  NORTHERN 

2691 

321 

4606 

-2 

243.0 

146 

5.3 

2.1 

12.5 

22.4 

6148 

-3 

m 

235 

CENTERIOR  ENERGY 

2691 

256 

2302 

13 

332.5 

NM 

14.4 

NM 

8.0 

9.6 

1 1667 

1 

iy 

236 

SALOMON 

2684 

172 

36631a 

66 

364.0 

49 

1.0 

1.1 

19.5 

10.3 

116966 

48 

m 

2-37 

SUNTRUST  BANKS 

2672 

213 

3296 

14 

337.3 

9 

10.2 

10.7 

19.4 

16.1 

31044 

6 

238 

TOkCHMARK 

2663 

326 

1634 

6 

211.3 

16 

12.9 

11.9 

18.0 

23.9 

4921 

11 

m 
m 

^-  m 

;  239 

ilLINOiS  TOOL  WORKS 

2654 

320 

2173 

13 

163.8 

17 

7.5 

7.3 

15.2 

18.8 

1688 

22 

1  l;tj 

RUBBERMAID 

2652 

282 

1344 

13 

1 16.4 

17 

8.7 

8.3 

18.7 

19.5 

915 

17 

MARGINS 


12 
MONTHS 
1989 
$  MIL 


CHANGE 
FROM 
1988 

% 


12 
MONTHS 
1989 

% 


12 
MONTHS 
1988 


ON 
INVESTED 
CAPITAL 


ON 
COMMON 
EQUITY 


12 
MONTHS 
1989 
$  MIL 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE 


VALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

EQNT 
)HARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1988 
AaUAL 
$ 

1989 
ACTUAL 
$ 

ANALYSTS 
1990 
EST 
$ 

■  ESTIMATES 
VARI- 
ATION 

% 

40 

58/36 

151 

NM 

5.86 

DEF 

11 

73 

81 

80.2 

12 

8.09  - 

12.10 

7.83 

6,5 

Banks  A 

20 

26/17 

448 

NM 

0.49 

DEF 

-19 

28 

158 

53.1 

12 

0.93 

-1.23 

0.90 

17,1 

Transportation  B 

29 

30/20 

153 

10 

1.11 

11 

24 

64 

111 

78.7 

12 

3.61 

2.87 

3.30 

4.5 

Nonbank  fin.  A 

46 

54/39 

169 

15 

7.57 

114 

18 

22 

69 

26.5 

12 

3.51 

3.05 

3.11 

4.2 

Utilities  B 

42 

43/34 

151 

10 

6.81 

71 

26 

30 

75 

31.6 

12 

3.73 

4.05 

3.96 

4.2 

Utilities  A 

26 

30/20 

314 

14 

2.31 

32 

35 

43 

122 

50.8 

05 

1,63 

1.86d 

2.14 

3.9 

Food  B 

22 

32/20 

136 

5 

4.52 

25 

-16 

43 

142 

177.9 

12 

4,88 

4.07 

3.16 

20.9 

Chemicals 

143 

294/112 

200 

10 

0.00 

0 

9 

46 

22 

617.8 

12 

20,20 

14.96 

10,82 

20.5 

Transportation  A 

28 

45/27 

97 

NM 

9.02 

DEF 

3 

59 

113 

151.4 

12 

11,55 

-7.94 

5.69 

10.7 

Banks  A 

26 

29/22 

295 

14 

2.33 

33 

21 

40 

119 

34.8 

12 

1.91 

1.83 

2.07 

4.1 

Chemicals 

40 

44/35 

326 

15 

3.03 

47 

8 

60 

77 

42.3 

12 

2.35 

2.58 

2.83 

1.7 

Services  6 

51 

52/42 

196 

12 

3.41 

40 

14 

68 

61 

48.4 

12 

4.29 

4.31 

4.40 

5.1 

Conglomerates 

38 

47/28 

156 

12 

1.92 

24 

-10 

71 

82 

137.8 

12 

4.05 

3.04 

1.94 

43.6 

Electrical  D 

62 

64/46 

129 

8 

3.58 

27 

32 

78 

49 

95.2 

12 

7.26 

8.13 

6.73 

8.3 

Nonbank  fin.  B 

20 

24/19 

117 

9 

9.92 

90 

17 

23 

153 

40.8 

12 

1.22 

2.18 

2.19 

4.5 

Utilities  A 

39 

48/33 

111 

9 

4.88 

46 

15 

53 

76 

50.3 

12 

4.42 

4.18 

4.10 

4.4 

Nonbank  fin.  A 

29 

29/15 

287 

25 

0.00 

0 

45 

71 

103 

127.0 

09 

0.96 

1.17 

1.56 

5.9 

Office  equipment  B 

82 

90/77 

211 

14 

3.66 

50 

8 

60 

36 

58.0 

12 

-5.22 

6.06 

3.61 

18.7 

Fuel  B 

55 

55/36 

223 

15 

2.17 

32 

51 

64 

53 

66.8 

12 

3.00 

3.78 

4.36 

3.8 

Manufacturing  C 

27 

31/21 

603 

16 

4.09 

67 

28 

50 

109 

52.4 

12 

1,41 

1.63 

1.93 

3.3 

Consumer  E 

56 

58/43 

326 

16 

2.35 

38 

21 

61 

52 

42.4 

12 

2,59 

3.43 

3.35 

5.2 

Publishing/TV  B 

32 

37/25 

267 

17 

2.46 

41 

17 

26 

90 

45.0 

12 

1,60 

1.90 

2,20 

2.9 

Food  B 

32 

33/22 

211 

17 

1.25 

21 

40 

65 

89 

63.5 

12 

1,80 

1.90 

2.23 

5.7 

Fuel  B 

34 

45/28 

310 

NM 

2.52 

753 

24 

56 

84 

48.1 

12 

1,16 

0.11 

0.77 

22.4 

Telecomms.  B 

54 

58/42 

180 

21 

0.00 

0 

-1 

74 

53 

94.8 

05 

3,18 

2.52d 

3.71 

26.1 

Transportation  C 

24 

24/21 

552 

19 

NA 

NA 

NA 

NA 

119 

NA 

06 

1,18 

1.28 

NA 

NM 

Publishing/TV  B 

53 

65/38 

583 

25 

0.00 

0 

30 

14 

53 

10.4 

12 

-3,54 

2.13 

-1.01 

140.0 

Publishing/TV  A 

35 

49/32 

170 

10 

1.70 

16 

-25 

69 

80 

86.2 

06 

3.54 

3.64 

3.77 

4.4 

Office  equipment  B 

28 

43/27 

203 

9 

2.73 

24 

-9 

35 

101 

21.6 

12 

2.35 

3.15 

NA 

NM 

Publishing/TV  B 

21 

26/15 

316 

14 

2.31 

33 

1 1 

15 

135 

21.9 

1 1 

1.46 

1,44 

1.74 

3,3 

Leisure  D 

15 

22/11 

302 

17 

0.00 

0 

-32 

54 

186 

98.5 

03 

1.02 

0,90d 

1.24 

1 1.4 

Office  equipment  C 

27 

29/23 

140 

10 

7.74 

80 

26 

40 

102 

39.5 

12 

2.56 

2,61 

2.68 

2.7 

Utilities  A 

33 

40/24 

144 

9 

0.30 

3 

40 

64 

82 

56.3 

12 

3.31 

3.80 

3,62 

9.4 

Utilities  A 

27 

41/26 

325 

16 

1.06 

17 

-6 

33 

103 

69.6 

12 

1.95 

1.62 

2,10 

8.4 

Leisure  C 

49 

50/40 

180 

12 

2.69 

33 

3 

73 

55 

72.1 

09 

3.90 

4.04 

4.05 

5.2 

Chemicals 

54 

61/37 

185 

13 

4.59 

62 

48 

51 

50 

43.7 

12 

1.99 

4.03 

2,35 

20,5 

Utilities  B 

27 

37/24 

776 

14 

3.85 

55 

-21 

47 

102 

97.7 

12 

1,66 

1.87 

2.07 

4,9 

Conglomerates 

29 

38/27 

76 

6 

3.79 

24 

-13 

71 

93 

83.5 

12 

4,80 

4,56 

3,41 

15.2 

Paper  B 

36 

36/21 

249 

11 

3.38 

38 

49 

63 

76 

84,4 

12 

2,76 

3.19 

3,32 

6,0 

Transportation  B 

19 

21/15 

96 

10 

8.31 

84 

32 

23 

140 

47.8 

12 

-0,73 

1.90 

2,03 

5,3 

Utilities  A 

22 

28/20 

92 

7 

2.91 

20 

-1 1 

64 

122 

77.0 

12 

1,65 

3.26d 

3,20 

13.5 

Nonbank  fin.  A 

21 

27/20 

128 

8 

4.02 

32 

8 

47 

128 

23.8 

12 

2.38 

2.61 

2,82 

2,3 

Banks  C 

50 

59/32 

313 

13 

2,78 

36 

57 

43 

53 

33.5 

12 

3.20 

3.88 

4.23 

3,5 

Nonbank  fin.  B 

50 

50/33 

305 

16 

1.21 

20 

42 

67 

54 

38.2 

12 

2.66 

3.06 

3,38 

1.2 

Manufacturing  A 

36 

38/26 

443 

23 

1.44 

33 

25 

46 

74 

34.4 

12 

1.35 

1.58 

1.82 

2,1 

Manufacturing  A 
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U  A  DIf  CT 

MAKKt  1 

VI  A  1  lie 

VALUc 

C  A  1  C  C 

PKUr  1  1  i 

MARGINS 

RETURN 

ASSETS 

$  MIL 

YEAR 
AGO 
RANK 

MONTHS 
1969 
$  MIL 

CHANGE 
FROM 
1968 

% 

MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 

% 

12 
MONTHS 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1989 
$  MIL, 

CHANGI 
FROM 
1988 

% 

241 

NATIONAL  MEDICAL  ENTERPRISES 

2645 

275 

3963y 

15 

213.7 

22 

5.4 

5.1 

10.1 

15.3 

:  4115 

13 

242 

WALGREEN 

2638 

262 

5555 

12 

158.2 

17 

2.8 

2.7 

17,2 

18.8 

•  1811 

11 

243 

FIRST  WACHOVIA 

2629 

245 

2433 

20 

269.0 

10 

11.1 

12.1 

26.2 

15.5 

:  24050 

8 

244 

W.  R.  GRACE 

2596 

225 

61 15 

6 

256.7 

34 

4.2 

3.3 

12.2 

16.1 

5619  8 

245 

McGRAW-HIlL 

2586 

176 

1789 

7 

39.8 

-79 

2.2 

U.l 

5.6 

NA 

:  2208 

28 

246 

SYSCO 

2573 

290 

7326 

32 

119.6 

23 

1.6 

1.7 

11.6 

16.9 

2008 

7 

247 

DELUXE 

2567 

254 

1316 

10 

152.6 

6 

11.6 

12.0 

25.0 

25.1 

•  847 

8 

24.S 

BANK  OF  NEW  YORK 

2555 

376 

5497 

1 10 

50.7 

-76 

0.9 

8.1 

NM 

0.7 

48856 

3 

249 

USF&G 

2510 

226 

4679 

4 

116.7 

-50 

2.5 

5.1 

5.3 

5.6 

"  13604 

10 

250 

UNISYS 

2495 

126 

10097 

2 

-639.3 

NM 

NM 

6.9 

NM 

-30.4 

■  10751 

-3 

251 

KERR-McGEE 

2488 

281 

3087 

15 

125.8 

23 

4.1 

3.8 

NA 

8.4 

;  3332 

7 

252 

NORDSTROM 

2487 

222 

2671 

15 

1 14.9 

-7 

4.3 

5.3 

13.4 

16.2 

1707 

13 

253 

DILLARD  DEPARTMENT  STORES 

2481 

355 

3049y 

19 

148.1 

30 

4.9 

4.5 

1 1.1 

13.5 

;  2496 

21 

254 

GENERAL  PUBLIC  UTILITIES 

2478 

261 

2911 

3 

312.4 

0 

10.7 

11.1 

10.0 

13.6 

6688 

4 

255 

HILTON  HOTELS 

2468 

223 

998y 

5 

110.1 

-16 

11.0 

13.7 

10.7 

12.7 

;  2216 

17 

256 

UNION  CAMP 

2462 

241 

2761 

4 

299.4 

1 

10.8 

11.1 

NA 

17.5 

3417 

10 

257 

POLAROID 

2449 

184 

1905 

2 

145.0 

NM 

7.6 

NM 

19.0 

76.1 

1777 

-9 

258 

BALTIMORE  GAS  S  ELECTRIC 

2441 

247 

2004 

8 

276.3 

-9 

13.8 

16.3 

8.8 

12.2 

5986 

17 

259 

MANUFACTURERS  HANOVER 

2422 

312 

8420 

-1 

-588.0 

NM 

NM 

8.8 

NM 

-21.6 

60479 

-13 

260 

FLEET/NORSTAR  FINANCIAL  GROUP 

2396 

204 

3658 

20 

371.3 

11 

10.2 

11.0 

17.8 

17.2 

33441 

15 

261 

AON 

2391 

311 

2325 

6 

232.4 

29 

10.0 

8.2 

13.9 

16.3 

9156 

11 

262 

WINN-DIXIE  STORES 

2390 

318 

9486 

4 

146.6 

14 

1.5 

1.4 

18.5 

18.5 

1635 

0 

263 

PANHANDLE  EASTERN 

2378 

439 

2781 

113 

69.5 

NM 

2.5 

NM 

5.1 

4.8 

6266 

ni 

264 

SAN  DIEGO  GAS  &  ELECTRIC 

2363 

271 

2082 

0 

187.1 

-1 

9.0 

9.1 

9.7 

14.0 

3547  1 

265 

SOUTHERN  NEW  ENGLAND  TEIECOMMS. 

2361 

276 

1671/ 

6 

189.1 

22 

11.3 

9.8 

11.2 

15.7 

3179 

4 

266 

NIKE 

2336 

445 

1926 

27 

197.9 

42 

10.3 

92 

29.5 

29.8 

925 

9 

267 

MORGAN  STANLEY  GROUP 

2332 

236 

583  ly 

42 

443.0 

12 

7.6 

9.6 

99.4 

26.4 

53276 

33 

268 

SAFECO 

2324 

332 

2990y 

9 

300.2 

12 

10.0 

9.8 

NA 

16.6 

9279 

15 

269 

DOVER 

2319 

298 

2120 

9 

144.0 

-1 

6.8 

7.5 

NA 

19.6 

1340 

5 

27C 

WHIRLPOOL 

2313 

305 

6289 

42 

187.2 

16 

3.0 

3.6 

12.5 

13.6 

5354 

57 

271 

TURNER  BROADCASTING 

2312 

444 

1059 

32 

27.6 

NM 

2.6 

NM 

10.3 

NM 

2003 

10 

272 

MERRILL  LYNCH 

2311 

200 

1 1335y 

16 

-217.4 

NM 

NM 

4.6 

NA 

-6.7 

63942 

-1 

273 

LINCOLN  NATIONAL 

2310 

274 

8081 

17 

268.9 

78 

3.3 

2.2 

NA 

11.8 

25070 

18 

274 

NORTHERN  STATES  POWER 

2306 

291 

1990 

-1 

222.0 

3 

11.2 

10.7 

9.7 

13.6 

4593 

2 

275 

NORTHEAST  UTILITIES 

2296 

273 

2206 

6 

242.0 

-8 

11.0 

12.7 

7.8 

11.6 

6523 

-4 

276 

BECTON,  DICKINSON 

2295 

280 

1834 

5 

162.8 

8 

8.9 

8.6 

12.7 

15.2 

2316 

7 

277 

NBD  BANCORP 

2294 

301 

2542 

17 

258.8 

14 

10.2 

10.4 

21.8 

15.5 

25771 

7 

278 

NATIONAL  CITY 

2274 

287 

2547 

14 

263.3 

13 

10.3 

10.5 

23.1 

17.5 

22972 

6 

279 

INTERNATIONAL  FLAVORS  &  FRAGRANCES 

2260 

292 

870 

4 

138.6 

8 

15.9 

15.3 

19.6 

19.0 

971 

10 

■•-1 

AMAX 

2236 

272 

3892 

-1 

360.4 

-51 

9.3 

18.8 

15.1 

17.9 

4190 

3 

LOCKHEED 

2235 

207 

9891 

-5 

6.0 

-99 

0.1 

4.4 

NM 

0.3 

6792 

2 

li 

CONSOLIDATED  RAIL 

2221 

244 

341 1 

-2 

148.0 

-52 

4.3 

8.8 

NA 

3.5 

7471 

3 

C'ENENTECH 

2212 

358 

383 

19 

44.0 

1 14 

11.5 

6.4 

8.2 

9.4 

711 

7 

284 

imni  HOLDING 

2192 

371 

2500 

22 

275.7 

45 

11.0 

9.3 

16.8 

19.4 

14970 

15 

285 

6^  0 

2182 

289 

1939 

6 

213.1 

13 

11.0 

10.3 

NA 

23.7 

3434 

9 
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LUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

ENT 
^RE 
ICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL. 

TURN- 
OVER 

% 

FY 

1988 
AQUAL 
$ 

1989 
AaUAL 
$ 

ANALYSTS'  ESTIMATES 
1990  VARI- 
EST.  ATION 
$  % 

33 

40/26 

190 

12 

2.22 

27 

21 

66 

81 

91.7 

05 

2.54 

2.71d 

3.09 

4.6 

Health  care  C 

43 

50/35 

314 

17 

1.87 

32 

18 

48 

62 

61.3 

08 

2.10 

2.50 

2.90 

1.3 

Health  care  A 

38 

45/33 

151 

10 

4.01 

40 

21 

46 

69 

23.7 

12 

3.52b 

3.82 

4.19 

1.7 

Banks  C 

30 

39/26 

163 

10 

4.61 

47 

15 

56 

85 

110.6 

12 

2.26 

3.01 

2.57 

7.6 

Chemicals 

53 

86/49 

280 

65 

3.76 

244 

-14 

55 

49 

128.6 

12 

3.83 

0.82 

t 

t 

Publishing/TV  B 

28 

33/20 

363 

24 

0.71 

17 

35 

56 

91 

45.6 

06 

0.90 

1.19 

1.45 

1.5 

Food  A 

30 

36/26 

423 

17 

3.45 

58 

16 

56 

85 

34.6 

12 

1.68 

1.79 

2.03 

2.5 

Office  equipment  A 

38 

55/35 

109 

NM 

5.63 

785 

-6 

71 

68 

69.7 

12 

5.21b 

0.27 

6.56 

4.2 

Banks  A 

30 

34/27 

139 

25 

9.33 

231 

1 

44 

84 

76.4 

12 

3.57 

1.21 

1.83 

16.1 

Nonbank  fin.  B 

6 

29/12 

102 

NM 

6.35 

DEF 

-47 

66 

158 

128.0 

12 

3.58 

-4.71 

1.35 

35.8 

Office  equipment  B 

50 

52/40 

166 

19 

2.66 

51 

22 

58 

50 

86.0 

12 

2.1 1 

2.58 

2.93 

7.8 

Fuel  B 

31 

43/27 

352 

22 

0.98 

21 

-1 1 

38 

82 

82.9 

01 

1.51 

1.41 

1.84 

9.2 

Retailing 

71 

75/43 

227 

16 

0.28 

5 

47 

45 

35 

39.4 

01 

3.53 

4.36 

5.01 

4.5 

Retailing 

i5 

47/36 

119 

9 

4.92 

44 

29 

68 

55 

76.6 

12 

4.75 

5.01 

5.1  1 

2.3 

Utilities  A 

51 

116/48 

285 

23 

1.95 

44 

30 

34 

48 

197.8 

12 

2.72 

2.27 

2.84 

7.5 

Leisure  C 

36 

41/33 

144 

3 

4.14 

34 

0 

69 

69 

62.4 

12 

4.25 

4.35 

3.78 

12.0 

Paper  B 

47 

50/35 

1646 

24 

1.28 

31 

6 

80 

52 

148.6 

12 

-0.34 

1.96 

2.88 

8.8 

Leisure  D 

30 

35/29 

122 

10 

6.91 

69 

10 

40 

80 

52.1 

12 

3.47 

3.05 

3.19 

4.8 

Utilities  A 

35 

45/28 

83 

NM 

9.47 

DEF 

19 

51 

70 

108. 0 

12 

14.25  - 

1 1.49 

5.54 

13.6 

Banks  A 

22 

31/22 

113 

7 

6.36 

42 

-8 

43 

109 

36.9 

12 

3.01b 

3.30 

3.53 

2.9 

Banks  A 

37 

43/28 

168 

10 

3.81 

40 

37 

55 

65 

27.4 

12 

3.18 

3.54 

3.86 

2.4 

Nonbank  fin.  B 

SO 

65/44 

302 

18 

3.28 

59 

36 

22 

40 

17.4 

06 

2.87 

3.36 

3.75 

2.9 

Food  C 

27 

31/21 

165 

28 

7.34 

206 

36 

65 

87 

128.0 

12 

-3.13 

0.97 

1.41 

10.4 

Utilities  B 

42 

46/36 

188 

13 

6.39 

86 

20 

19 

56 

37.1 

12 

3.18 

3.15 

3.25 

2.1 

Utilities  A 

38 

47/31 

197 

13 

4.59 

58 

26 

34 

62 

43.5 

12 

2.50 

3.04 

2.95 

2.0 

Telecomms.  B 

53 

69/30 

352 

10 

1.28 

13 

91 

49 

37 

261.4 

05 

4.45 

6.00d 

6.76 

5.0 

Consumer  A 

53 

80/56 

145 

6 

2.38 

13 

1 

32 

37 

41.5 

12 

10.26 

1 1.21 

8.98 

1 1.2 

Nonbank  fin.  A 

37 

42/26 

129 

8 

3.27 

25 

39 

58 

63 

90.9 

12 

3.59 

4.75 

4.16 

7.8 

Nonbank  fin.  B 

37 

40/27 

316 

16 

1.95 

32 

33 

52 

63 

45.3 

12 

2.22 

2.28 

2.58 

5.8 

Manufacturing  C 

33 

34/25 

168 

12 

3.30 

41 

24 

80 

69 

60.5 

12 

2.33 

2.70 

2.86 

6.2 

Consumer  B 

48 

64/24 

NEG 

NM 

0.00 

0 

93 

5 

50 

4.9 

12 

-3.18 

-0.30 

0.04 

1626 

Publishing/TV  A 

23 

37/21 

65 

NM 

4.44 

DEF 

-19 

55 

103 

67.1 

12 

4.21b 

-2.35 

1.85 

20.5 

Nonbank  fin.  A 

55 

63/47 

108 

9 

4.73 

43 

12 

63 

42 

25.0 

12 

4.12 

6.06 

5.30 

8.3 

Nonbank  fin.  B 

37 

41/30 

155 

1 1 

6.02 

69 

23 

43 

63 

43.6 

12 

3.1 1 

3.24 

3.34 

1.6 

Utilities  A 

21 

23/19 

131 

11 

8.33 

94 

21 

38 

109 

35.8 

12 

2.07 

1.87 

2.11 

5.4 

Utilities  A 

50 

63/48 

214 

15 

1.80 

27 

13 

67 

38 

91.7 

09 

3.69 

4.00 

4.64 

2.7 

Health  care  D 

32 

35/25 

137 

9 

4.02 

36 

24 

43 

72 

31.3 

12 

3.21 

3.59 

3.81 

2.6 

Banks  B 

38 

42/31 

151 

9 

5.01 

43 

19 

63 

61 

22.1 

12 

3.84b 

4.35 

4.85 

2.2 

Bonks  B 

59 

78/49 

310 

16 

3.64 

59 

20 

47 

38 

68.6 

12 

3.40 

3.65 

4.10 

2.5 

Consumer  D 

26 

30/21 

1 1 1 

6 

3.09 

19 

-2 

67 

86 

145.0 

12 

8.42 

4.19 

3.09 

17.4 

Metals  A 

35 

55/34 

108 

NM 

5.09 

1800 

-22 

53 

63 

97.2 

12 

7.34 

0.10 

5.21 

7.9 

Aerospcce 

46 

50/32 

53 

21 

3.08 

65 

37 

NA 

49 

156.0 

12 

4.44 

2.17 

4.64 

7.9 

Transportation  B 

26 

31/17 

472 

51 

0.00 

0 

39 

24 

84 

106.2 

12 

0.24 

0.51 

0.64 

17.2 

Health  care  B 

48 

54/32 

160 

8 

2.27 

18 

41 

62 

46 

43.5 

12 

4.00 

5.85 

4.93 

3.7 

Nonbank  fin.  B 

44 

156/124 

242 

10 

1.25 

13 

17 

77 

15 

6.9 

12 

8.48 

13.74 

10.36 

7.5 

Nonbank  fin.  B 
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COMPANY 


MARKET  VALUE 


YEAR 
AGO 

$  MIL  RANK 


SALbi 


12  CHANGE 

MONTHS  FROM 

1989  1988 
$  MIL.  % 


12 
MONTHS 
1989 
$  MIL, 


MARGINS 


CHANGE 
FROM 
1988 

% 


12 
MONTHS 
1989 

% 


12 
MONTHS 
1988 

% 


ON 
INVESTED 
CAPITAL 

% 


ON 
COMMON 
EQUITY 

% 


ASSETS 

12 
MONTHS 
1989 
$  MIL. 


286 

287 
288 
289 
290 


McDonnell  douglas 
columbia  cas  system 
goodyear  tire  &  rubber 
american  stores 
phelps  dodge 


162 
353 
212 
343 
340 


14581  1 

3204  1 

10869  1 

22004  19 

2700  16 


-37.0 
145.8 
189.4 
1 18.1 
267.0 


NM 
23 

-46 
20 

-36 


NM 

4,6 
1.7 
0,5 
9.9 


2.6 
3.8 
3.2 
0.5 
18.1 


NM 
NA 
7.6 
6.4 
17.0 


-1.1 
9.0 
8.9 
9.5 

19.7 


13397 
5878 
8930 
7265 
2505 


291 
292 
293 
294 
295 


CONTEL  CELLULAR 
LONG  ISLAND  LIGHTING 
THE  GAP 

SUN  MICROSYSTEMS 
ASHLAND  OIL 


297 
354 
386 
423 
243 


66 
2348 
1587 
2063 
8095 


58 
10 
27 
41 
2 


2.6 
-95.8 
97.6 
36.1 
12.3 


28 
NM 

32 
-60 
-95 


4.0 
NM 
6.2 
1.8 
0.2 


4.9 
14.0 
5.9 
6.1 
3.0 


-0.6 
NM 

27.9 
7.3 
2.5 


2.0 
-8.7 
30.7 
5.1 
1.1 


206 
8520 

579 
1461 
4468 


296 
297 
298 
299 
300 


MARTIN  MARIETTA 
TEXTRON 

ALLEGHENY  POWER  SYSTEM 

LIZ  CLAIBORNE 

GREAT  WESTERN  FINANCIAL 


240 

250 
296 
365 
277 


5796  1 

7431  2 

2258  4 

1411  19 

3824y  21 


306.9 
268.7 
213.5 
164.6 
100.1 


-4 
-1 
-5 
49 
-60 


5.3 
3.6 
9.5 
1 1.7 
2.6 


5.6 
3.7 
10.3 
9.3 
7.8 


18.7 
8.2 
9.1 
NA 
4.4 


22.7 
10.8 
12.4 
28.7 
4.8 


3505 
13790 

4374 
849 
37176 


301 
302 
303 
304 


POTOMAC  ELECTRIC  POWER 
CLOROX 

CHEMICAL  BANKING 
ARKLA 

FIRST  CHICAGO 


2093 
2088 
2085 
208S 
2081 


300 
335 
286 
314 
238 


1395  3 

1452  13 

8227  8 

2246  13 

5611  17 


214.6 
152.1 
-482.2 
-60.9 
358.7 


NM 
NM 

-30 


15,4 
10.5 
NM 
NM 
6.4 


15,6 
10.9 
9.9 
6.3 
10.7 


9.2 
18.6 
NM 
NM 
25.0 


14.7 
19.0 
-20.0 
-12.3 
14.5 


4643 
1116 

71513 
3886 

47907 


306 
307 
308 
309 
310 


311 
312 
313 
314 
31.5 


REEBOK  INTERNATIONAL 
RORER  GROUP 
SOVRAN  FINANCIAL 
CASTLE  &  COOKE 
TYCO  LABORATORIES 


HOMESTAKE  MINING 

ALLTEL 

PRICE 

SONAT 

MEAD 


2078 
2075 
2072 
2066 
2066 


383 
425 
283 
362 
372 


1822  2 

1182  14 

2651  19 

2718  10 

2100  17 


175.0 
86.5 

269.2 
94.9 

104.7 


28 
40 
11 
-15 
28 


9.6 
7.3 
10.2 
3.5 
5.0 


7.7 
5.9 
10.9 
4.5 
4.6 


20.2 
9.3 
24.3 
10.0 
16.1 


21.6 
21.1 
17.1 
11.7 
19.2 


2063 
2063 
2048 
2042 
2041 


388 
323 
315 
430 
251 


453y  6 

1226  15 

5269y  19 

1778  28 

4612  3 


17.5 
153.9 
122.5 
109.0 
215.8 


-73 
23 
19 
29 

-41 


3.9 
12.6 
2.3 
6.1 
4.7 


15.2 
1 1.7 
2.3 

6.1 
8.2 


2.9 
11.8 
16.2 

8.2 
10.3 


2.3 
17.1 
21.0 

9.8 
12.8 


1166 
1792 
25442 
2190 
1356 


1094 
2379 
1340 
2998 
3750 


316 
317 
318 
319 
320 


EATON 

BROWN-FORMAN 
ROHM  &  HAAS 
FIRST  UNION 
W.  W.  GRAINGER 


2039 
2039 
2032 
2009 
2006 


269 
325 
258 
252 
374 


3671  6 

989  -6 

2661  5 

3313  14 

1727  13 


209.7 
77.7 
176.4 
256,2 
1 19.6 


-45 
-23 
-14 
10 


5.7 
7.9 
6.6 
7.7 
6.9 


6.6 
13.6 

9.1 
10.2 

7.1 


12.4 
13.0 
12.5 
NA 
16.4 


17.5 
13.9 
13.5 
12.4 
16.3 


3052 
987 
2455 
32131 
1065 


321 
322 
323 
32.) 
325 


COCA-COLA  ENTERPRISES 

AVON  PRODUCTS 

GREAT  ATLANTIC  &  PACIFIC  TEA 

WM.  WRIGLEY  JR. 

JAMES  RIVER  CORP.  OF  VIRGINIA 


2003 
1990 
1977 
1974 
1968 


264 
328 
306 
378 
242 


3882  0 

3300  8 

11014  12 

993  11 

6071  8 


71.7 
152.4 
142.8 
106.1 
245.0 


-53 
26 
17 
22 
2 


1.8 
4.6 
1.3 
10.7 
4.0 


3.9 
4.0 
1.2 
9,8 
4.3 


NA 
20.2 
12.2 
31.1 

8.0 


3.5 
46.2 
13.4 
30.9 
10.5 


4703 
2098 
2870 
499 
5882 


I  326 
I 

I  328 

;  329 


WISCONSIN  ENERGY 

U^irtED  ARTISTS  ENTERTAINMENT 

UiHU}  BANKS 

SUPL>c  VALU  STORES 

nm'.K  PROGRESS 


1953 
1947 
1932 
1931 
1929 


333 
408 
285 
322 
334 


1493 
1067 
3038 
1 1000 
2129 


-3 
NA 
18 
10 
6 


199.9 
91.9 
256.7 
141,6 
203.9 


6 
NA 
13 
9 
4 


13.4 
8.6 
8.5 
1.3 
9.6 


12.3 
NA 


1.3 
9.8 


10.7 
NM 
NA 
13.3 
10.9 


14.8 
-1  1,9 
15.2 
16.6 
13.6 


2994 
4124 
29007 
2678 
4634 
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AIPHA8ETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGI 


fiLUATIOK 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

ttCENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT, 
MIL 

TURN- 
OVER 

% 

FY 

1988 
AaUAL 
$ 

1989 
AQUAL 
$ 

ANALYSTS 
1990 

EST, 
$ 

ESTIMATES 
VARI- 
ATION 

% 

57 

95/50 

66 

NM 

4.97 

DEF 

-34 

40 

38 

57.8 

12 

9.13 

-0.97 

4.61 

25.7 

Aerospace 

48 

53/34 

134 

15 

4.63 

69 

42 

54 

46 

86.7 

12 

2.46 

3.21 

2.91 

11.1 

Utilities  B 

38 

60/33 

102 

11 

4.80 

55 

-26 

58 

58 

127.2 

12 

6.11 

3.28 

4.10 

18.4 

Automotive  C 

63 

73/51 

188 

18 

1.59 

29 

-3 

70 

34 

51.8 

01 

2.54 

3.45 

3.84 

12.4 

Food  C 

62 

79/51 

159 

8 

4.83 

40 

23 

77 

35 

209.6 

12 

13.15 

7.59 

8.93 

14.1 

Metals  C 

22 

27/15 

1652 

NM 

0.00 

0 

4 

NA 

100 

21.8 

12 

0.02 

0.03 

0.15 

27.4 

Telecomms.  A 

19 

20/14 

106 

NM 

5.19 

DEF 

45 

59 

111 

69.2 

12 

2.02 

-1.57 

2.34 

8.1 

Utilities  A 

61 

62/38 

671 

22 

1.26 

27 

44 

39 

35 

86.8 

01 

2.05 

2.77 

3.52 

4.0 

Retailing 

25 

25/13 

302 

33 

0.00 

0 

26 

42 

85 

353.9 

06 

0.90 

0.76 

1.00 

13.7 

Office  equipment  6 

37 

43/34 

185 

24 

2.74 

65 

9 

44 

58 

63.9 

09 

3.29 

1.55 

3.24 

16.6 

Fuel  B 

42 

54/38 

156 

7 

3.24 

23 

-6 

60 

51 

61.2 

12 

6.02 

5.82 

6.33 

2.4 

Aerospace 

24 

29/21 

86 

8 

4.21 

33 

-1 1 

55 

89 

47.6 

12 

3.10 

3.02 

3.17 

4.3 

Conglomerates 

40 

43/36 

134 

11 

7.90 

85 

15 

39 

53 

48.7 

12 

3.96 

3.72 

3.93 

2.8 

Utilities  A 

24 

28/17 

367 

13 

0.84 

1 1 

23 

62 

88 

174.2 

12 

1.26 

1.87 

2.09 

2.9 

Consumer  A 

16 

25/15 

101 

21 

4.89 

103 

12 

84 

128 

103.5 

12 

1.95 

0.78 

2.46 

7.1 

Nonbank  fin.  C 

21 

24/19 

150 

10 

7.1 1 

70 

21 

24 

98 

42.9 

12 

2.14 

2.16 

2.19 

3.4 

Utilities  A 

38 

45/31 

266 

14 

3.27 

47 

25 

47 

55 

45.7 

06 

2.46 

2.63 

2.88 

3.2 

Consumer  D 

26 

41/25 

74 

NM 

10.61 

DEF 

-9 

53 

81 

107.0 

12 

12.02b 

-8.29 

4.88 

19.0 

Banks  A 

24 

28/20 

374 

NM 

4.50 

DEF 

17 

62 

87 

56.2 

12 

1.39 

-0.80 

1.48 

8.6 

Utilities  B 

32 

50/31 

92 

6 

6.27 

39 

1 

72 

65 

70.4 

12 

8.20 

5.10 

6.77 

4.2 

Banks  B 

18 

20/12 

256 

12 

1.64 

20 

45 

27 

1 14 

99.9 

12 

1.20 

1.53 

1.76 

4.6 

Consumer  A 

66 

66/36 

514 

25 

1.28 

31 

54 

70 

32 

234.1 

12 

1.96 

2.67 

2.54 

2.8 

Health  care  B 

35 

43/33 

132 

8 

5.20 

40 

12 

39 

60 

27.7 

12 

4.09 

4.49 

5.01 

2.5 

Banks  C 

35 

45/25 

254 

22 

0.00 

0 

33 

50 

59 

53.1 

12 

2.05 

1,60 

1,94 

5.7 

Food  B 

49 

54/33 

378 

16 

0.65 

1 1 

32 

64 

42 

67.2 

05 

2.31 

3.0  Id 

3.62 

7.7 

Manufacturing  C 

21 

24/13 

267 

NM 

0.95 

111 

37 

26 

98 

86.6 

12 

0.65 

0.18 

0.60 

36.5 

Metals  C 

31 

42/25 

233 

13 

4.11 

55 

30 

35 

66 

33.8 

12 

1.94 

2.32 

2.54 

2.8 

Telecomms.  B 

41 

50/35 

351 

18 

0.00 

0 

7 

55 

50 

145.7 

08 

1.93 

2.30 

2.59 

3.0 

Retailing 

50 

50/29 

183 

19 

4.02 

75 

66 

62 

41 

51.8 

12 

2.09 

2.67 

2.29 

8.9 

Utilities  B 

32 

47/30 

121 

10 

2.73 

26 

-17 

61 

63 

121.5 

12 

5.54 

3.33 

2.69 

12.7 

Paper  B 

55 

68/50 

170 

10 

3.62 

36 

-9 

61 

37 

48.3 

12 

6.11 

5.59 

5.32 

8.2 

Automotive  B 

73 

92/58 

366 

14 

2.85 

39 

29 

43 

28 

18.6 

04 

5.15 

5.29d 

6.01 

2.0 

Consumer  C 

31 

38/29 

155 

12 

3.93 

45 

-13 

61 

67 

32.6 

12 

3.46 

2.65 

2.64 

7.1 

Chemicals 

19 

27/17 

97 

8 

5.76 

45 

-14 

44 

107 

39.3 

12 

2.76 

2.40 

2.78 

4,7 

Banks  C 

74 

74/53 

274 

17 

1.41 

24 

30 

66 

27 

41.4 

12 

3.92 

4.39 

4.93 

2.0 

Services  B 

16 

19/14 

130 

38 

0.32 

12 

-10 

42 

129 

34.8 

12 

1.03 

0.41 

0.59 

14.9 

Consumer  C 

35 

41/21 

790 

17 

2.84 

48 

39 

47 

56 

277.8 

12 

1.66 

2.10 

2.58 

6.7 

Consumer  D 

52 

65/47 

185 

13 

1.35 

18 

4 

34 

38 

41.1 

02 

3.34 

3.85d 

4.45 

2.5 

Food  C 

50 

57/36 

576 

19 

2.79 

52 

39 

23 

39 

18.3 

12 

2.18 

2.70 

2.91 

1.8 

Food  B 

24 

34/23 

93 

9 

2.47 

22 

-14 

72 

81 

56.1 

04 

2.87 

2.78d 

2.84 

8.6 

Paper  B 

29 

32/25 

149 

10 

5.72 

58 

16 

38 

67 

37.3 

12 

2.73 

2.88 

2.94 

2.3 

Utilities  A 

14 

24/14 

241 

NM 

0.00 

0 

-2 

14 

139 

25.6 

12 

0.03 

-0.63d 

-0.25 

52.9 

Leisure  B 

31 

40/30 

1 14 

8 

3.92 

29 

-5 

59 

63 

53.6 

12 

3.75 

4.07 

4.46 

2.3 

Bonks  C 

26 

30/23 

227 

13 

2.33 

30 

13 

61 

75 

41.9 

02 

1.81 

1.97d 

2.27 

3.6 

Food  A 

38 

41/33 

140 

10 

6.99 

72 

20 

35 

51 

60.9 

12 

3.52 

3.67 

3.74 

1.1 

Utilities  A 

OOTNOTES  TO  TABLES  APPEAR  ON  PAGES  214-215 
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COHPANV 

MARKET 

VALUE 

SALEj 

MARGINS 

RFURN 

AS5E1S 

J 

$  MIL. 

YEAR 
AGO 
RANK 

12 
MONTHS 
1989 
S  MIL. 

CHANM 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
% 

12 
MONTHS 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EOUfTY 

% 

12 
MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 
% 

331 

VilHi 

1923 

363 

238 1y 

4 

102.3 

27 

4.3 

3.5 

15.0 

29.9 

2926 

30 

332 

NEW  YORK  TIMES 

1901 

270 

1769 

4 

68.2 

-58 

3.9 

9.5 

NA 

6.4 

2182 

20 

333 

KEMPER 

1881 

331 

2774 

14 

229.6 

9 

8.3 

8.7 

NA 

13.6 

12696 

5 

334 

H&R  BLOCK 

1880 

381 

940y 

12 

107.2 

18 

1 1.4 

10.8 

23.7 

24.0 

564 

16 

335 

NORWEST 

1870 

356 

2930 

18 

237.0 

12 

8.1 

8.5 

15-4 

19.3 

24335 

12 

336 

H.  F.  AHMANSON 

1868 

346 

4372y 

24 

193.9 

-4 

4.4 

5.8 

8.3 

9.7 

44652 

11 

'  - 

337 

MAYTAG 

1861 

367 

3089 

64 

131.5 

-3 

4.3 

7.2 

9.4 

14.3 

2436 

83 

338 

GOLDEN  WEST  FINANCIAL 

1835 

466 

1941 

38 

157.9 

14 

8.1 

9.8 

7.4 

15.7 

19521 

7 

339 

WESTVACO 

1828 

308 

2315 

6 

220.9 

4 

9.5 

9.7 

11-0 

14.8 

2961 

18 

340 

FREEPORT-McMORAN 

1821 

255 

1958 

1 

149.9 

-52 

7.7 

15.9 

13.8 

NA. 

3561 

-5 

341 

NIAGARA  MOHAWK  POWER 

1820 

350 

2906 

4 

150.8 

-28 

5.2 

7.5 

6.1 

5.5 

7575 

7 

■-41. 

VF 

1812 

253 

2533 

1 

176.0 

1 

7.0 

6.9 

13.8 

22.1 

1890 

7 

LITTON  INDUSTRIES 

1806 

293 

5073 

3 

179.4 

4 

3.5 

3.5 

10.1 

13.6 

5366  8 

CONSOLIDATED  PAPERS 

1799 

360 

953 

6 

167.9 

12 

17.6 

16.7 

21.0 

21.0 

1086 

16 

« 

345 

MNC  FINANCIAL 

1795 

398 

3019 

20 

245.1 

21 

8.1 

8.0 

29.8 

17.2 

25536 

10 

9/ 

NALCO  CHEMICAL 

1778 

390 

1071 

8 

119.9 

13 

11.2 

10.7 

19-4 

42.8 

939 

12 

TYSON  FOODS 

1772 

513 

2937 

47 

103.7 

24 

3.5 

4.2 

8.3 

21.9 

2592 

182 

CITIZENS  UTILITIES 

1770 

302 

322o 

7 

85.5 

15 

26.6 

24.8 

13.2 

17.6 

1163 

13 

34it 

VULCAN  MATERIALS 

1763 

324 

1076 

2 

133.4 

-2 

12.4 

12.9 

19  1 

20.1 

1003 

5 

* 

350 

US  WEST  NEWVECTOR  GROUP 

1756 

339 

190 

42 

-14.1 

NM 

NM 

NM 

NM 

-9.1 

359 

17 

ooi 

FIRST  INTERSTATE  BANCORP 

1750 

266 

6535 

10 

-151.9 

NM 

NM 

1.7 

NM 

-10.2 

59051  1 

t 

MORTON  INTERNATIONAL 

1749 

267 

1499 

12 

92.4 

-26 

6.2 

9.3 

9.8 

9.6 

1448 

1 1 

HOUSEHOLD  INTERNATIONAL  ;  ; 

1743 

260 

3490 

32 

218.4 

19 

6.3 

7.0 

NA 

18.2 

26163 

24 

BAUSCH  &  LOMB 

1741 

391 

1220 

25 

1  14.4 

17 

9.4 

10.0 

15.9 

17.1 

1429 

18 

355 

TEMPLE-INLAND 

1729 

384 

2124 

5 

207.4 

4 

9.8 

9.9 

NA 

17.0 

7249 

115 

3i 

MEDTRONIC 

1716 

471 

798 

9 

103.1 

9 

12.9 

13.0 

22.7 

19.9 

795 

16 

LOUISIANA-PACIFIC 

1715 

447 

2010 

12 

192.6 

42 

9.6 

7.5 

13.1 

16.8 

2032 

13 

GENERAL  CINEMA 

1698 

337 

517 

18 

20.1 

-4b 

3.9 

8.5 

3.6 

5.6 

2973 

45 

359 

NEW  ENGLAND  ELECTRIC  SYSTEM 

1693 

404 

1643 

8 

149.2 

NM 

9.1 

NM 

8.4 

12.7 

4166 

12 

360 

GREAT  LAKES  CHEMICAL 

1691 

455 

848 

38 

122.9 

19 

14.5 

16.8 

19.8 

21.8 

1097 

65 

361 

ENRON  OIL  S  GAS 

1689 

NR 

289 

4 

-6.1 

NM 

NM 

NM 

NM 

-1.6 

1366 

4 

■  iST 

362 

HERCULES 

1674 

265 

3092 

10 

-96.4 

NM 

NM 

4.3 

-2.6 

-4.6 

3735 

14 

363 

UNION  TEXAS  PETROLEUM  HOLDINGS 

1673 

481 

1160y 

1 

172.6 

58 

14.9 

9.5 

NA 

48.1 

1721 

0 

364 

ANADARKO  PETROLEUM 

1666 

401 

362y 

8 

48.0 

21 

13.3 

11.9 

8.0 

9.9 

1553 

4 

365 

CONTINENTAL  CORP. 

1657 

327 

6079 

3 

153.1 

25 

2.5 

2.1 

NA 

6.6 

14007 

6 

366 

FLIGHTSAFETY  INTERNATIONAL 

1653 

479 

231y 

27 

65.6 

31 

28.4 

27.4 

19.4 

20.6 

525 

16 

367 

PENN  CENTRAL 

1649 

345 

1725 

12 

174.1 

85 

10.1 

6.1 

8.4 

9.1 

3178 

32 

368 

GIANT  FOOD 

1647 

394 

3159 

9 

105.3 

18 

3.3 

3.1 

16.9 

22.3 

1064 

11 

369 

CITIZENS  i  SOUTHERN 

1643 

349 

2447 

17 

238.0 

15 

9.7 

9.9 

21.2 

16.9 

23313 

11 

\  370 

1  . 

SQUARE  D 

1642 

395 

1631 

7 

103.9 

-8 

6.4 

7.4 

NA 

16.6 

1382 

6 

COMCAST 

1641 

410 

527o 

28 

-126.9 

NM 

NM 

NM 

NA 

-59.9 

2506 

56 

TECO  ENERGY 

1640 

415 

1060 

1 

138.1 

10 

13.0 

12.1 

11.0 

15.3 

2387 

3 

TAMBRANDS 

1626 

407 

583 

4 

1.7 

-98 

0.3 

15.1 

0.5 

0.5 

411 

-12 

UNUM 

1624 

417 

1934 

15 

155.4 

18 

8.0 

7.9 

NA 

11.3 

8556 

5 

■  ■?/• 

E.  W.  SCRIPPS 

1624 

366 

1266 

4 

89.3 

27 

7.1 

5.8 

10.8 

13.4 

1565 

0 

81 SIXBS  \SIEK  iOOO 
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UUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

CENT 
HARE 
RICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E  : 
RATIO  ; 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS. 
OUT, 
MIL, 

TURN- 
OVER 

% 

FY 

1988 
AGUAL 
$ 

1989 
AQUAL 
$ 

ANALYSTS 
1990 
EST, 
$ 

ESTIMATES 
VARI- 
ATION 

% 

17 

18/12 

561 

19  : 

1.19 

22 

36 

3 

1 14 

6.3 

12 

0.70 

0.90 

NA 

NM 

Conglomerates 

24 

35/23 

218 

28  : 

2.13 

60 

-1 1 

49 

78 

49.0 

12 

2.00 

0.87 

1,28 

22.4 

Publishing/TV  B 

39 

52/30 

112 

9  : 

2.39 

21 

27  • 

46 

49 

52.7 

12 

3.37 

4.44 

4.68 

6.2 

Nonbank  fin.  B 

36 

37/26 

421 

16  ; 

3.59 

59 

20 

72 

53 

66.0 

04 

1.90 

2.18d 

2.47 

3.1 

Nonbank  fin.  A 

20 

24/18 

155 

8  : 

4.10 

33 

15 

80 

94 

44.4 

12 

2.26 

2.52 

2.79 

1.3 

Banks  B 

19 

25/16 

93 

10  : 

4.66 

45 

20 

89 

99 

83.5 

12 

2.05 

1.95 

2.65 

8.1 

Nonbank  fin.  C 

18 

27/17 

202 

14  : 

5.39 

75 

-13 

38 

106 

80.9 

12 

1.77 

1.27 

1.37 

3.7 

Consumer  B 

29 

34/18 

182 

12  ; 

0.55 

6 

56 

65 

63 

75.0 

12 

2.21 

2.51 

3.13 

6.2 

Nonbank  fin.  C 

28 

33/27 

123 

8  : 

3.56 

29 

4 

49 

65 

29.1 

10 

3.10 

3.45 

3.13 

7.1 

Paper  B 

34 

38/29 

227 

16 

5.1 1 

81 

12 

55 

53 

98.3 

12 

4.13 

2.17 

2.12 

l/.O 

Chemicals 

13 

15/11 

95 

17  • 

0.00 

0 

13 

40 

136 

69.1 

12 

1.21 

0.78 

1.28 

8.1 

Utilities  A 

31 

38/29 

z27 

1 1 

3.20 

37 

1 

69 

58 

60.1 

12 

2.55 

2.72 

3.13 

2.0 

Consumer  A 

74 

98/73 

138 

10 

0.00 

0 

0 

71 

24 

61.6 

07 

6.33 

7.05 

7.28 

1.1 

Electrical  B 

41 

46/35 

225 

1 1 

2.91 

31 

21 

22 

44 

24.7 

12 

3.44 

3.85 

3.78 

6.6 

Paper  B 

21 

29/18 

146 

6 

5.46 

34 

-1 

42 

84 

39.8 

12 

2.84b 

3.44 

3.71 

3.8 

Banks  A 

49 

50/35 

671 

16 

3.01 

49 

37 

67 

36 

64.5 

12 

2.70 

3.01 

3.31 

3.6 

Chemicals 

27 

28/15 

374 

17 

0.15 

3 

77 

11 

66 

64.2 

09 

1.27 

1.55 

1.61 

5.7 

Food  B 

40 

47/34 

364 

21 

0.00 

0 

-5 

8 

44 

12.7 

12 

1.69 

1.93d 

2.08 

4.8 

Telecomms.  A 

45 

49/41 

266 

14 

2.69 

36 

4 

59 

40 

18.1 

12 

3.30 

3.30 

3.47 

6.7 

Housing  A 

35 

46/28 

1 134 

NM 

0.00 

0 

1 1 

16 

51 

53.7 

12 

-0.51 

-0.28 

0.17 

78.0 

Telecomms.  A 

36 

70/33 

98 

NM 

8.36 

DEF 

-11 

73 

49 

190.8 

12 

2.03 

-3.89 

6.03 

29.4 

Banks  D 

37 

42/32 

182 

18 

2.41 

43 

NA 

NA 

48 

NA 

06 

2.43 

2.03 

2.63 

6.1 

Chemicals 

49 

66/46 

152 

9 

4.33 

38 

-22 

65 

35 

63.2 

12 

4.78b 

5.60 

6.20 

3.9 

Conglomerates 

58 

67/45 

260 

15 

1.99 

31 

26 

79 

30 

75.0 

12 

3.27 

3.78 

4.35 

1.4 

Health  care  D 

32 

36/25 

142 

8 

2.54 

21 

18 

34 

55 

65.4 

12 

3.58 

3.75 

3.88 

6.8 

Containers  B 

64 

71/40 

332 

16 

1.10 

18 

52 

73 

27 

78.3 

04 

3.65 

3.99d 

4.58 

2.0 

Health  care  D 

45 

45/30 

150 

9 

2.22 

20 

33 

46 

38 

71.6 

12 

3.54 

5.04 

4.14 

13.8 

Paper  A 

25 

29/23 

1 10 

17 

1.80 

31 

-7 

42 

69 

43.4 

10 

1.12 

1.43 

1.19 

34.6 

Consumer  C 

27 

29/22 

156 

11 

7.59 

86 

27 

28 

63 

35.8 

12 

-0.94 

2.36 

2.60 

6.3 

Utilities  A 

48 

50/31 

300 

14 

0.83 

1 1 

45 

69 

35 

65.4 

12 

2.97 

3.52 

3.98 

5.4 

Chemicals 

22 

25/19 

445 

NM 

0.90 

DEF 

NA 

NA 

76 

NA 

12 

NA 

-0.09 

0.53 

23.9 

Fuel  B 

36 

52/30 

80 

NM 

6.22 

DEF 

-27 

76 

47 

67.0 

12 

2.55 

-2.09 

3.28 

17.8 

Chemicals 

20 

20/12 

611 

13 

1.01 

13 

60 

14 

84 

19.1 

12 

0.73 

1.49 

0.98 

18.6 

Fuel  B 

32 

39/25 

345 

35 

0.94 

33 

28 

58 

52 

61.6 

12 

0.76 

0.92 

1.25 

19.9 

Fuel  B 

31 

39/26 

74 

1 1 

3.49 

95 

-4 

NA 

54 

66.0 

12 

2.09 

2.74 

1.52 

52.5 

Nonbank  fin.  B 

49 

51/29 

518 

25 

0.41 

10 

57 

48 

34 

33.2 

12 

1.48 

1.93 

2.31 

3.0 

Transportation  C 

25 

28/23 

86 

10 

1.91 

19 

6 

82 

66 

46.0 

12 

1.33 

2.48 

1.99 

21.2 

Conglomerates 

27 

36/22 

349 

15 

1.83 

28 

14 

28 

60 

32.8 

02 

1.63 

1.79d 

2.03 

3.6 

Food  C 

28 

36/25 

123 

8 

5.07 

38 

18 

54 

59 

96.0 

12 

3.25 

3.67 

4.1 1 

2.0 

Banks  C 

55 

63/49 

271 

14 

3.61 

49 

10 

55 

30 

51.4 

12 

4.44 

4.06 

5.26 

4.3 

Electrical  A 

15 

20/12 

775 

NM 

0.73 

DEF 

10 

25 

112 

68.2 

12 

•  -0.47 

-0.90d 

-1.23 

32.4 

Publishing/TV  A 

29 

30/22 

187 

12 

5.26 

64 

37 

45 

57 

41.0 

12 

2.13 

2,36 

2.41 

2.8 

Utilities  A 

74 

77/57 

436 

NM 

2.93 

2700 

18 

63 

22 

129.1 

:  12 

:  3.83 

0.08 

4.49 

3.1 

Consumer  D 

46 

51/28 

118 

12 

1.31 

16 

65 

77 

36 

69.4 

:  12 

2.86 

3.87 

4.26 

3.4 

Nonbank  fin.  B 

21 

27/18 

244 

19 

1.88 

35 

20 

11 

76 

13.9 

:  12 

:  0.93 

1.14 

1.29 

3.1 

Publishing/TV  B 
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Opportunity 
Found 

In  search  of  financial  security. 
Somewhere  amidst  the  rise 
and  fall  of  investment 
alternatives  there  exists  a 
steady  course,  but  how- 
do  you  find  it"?  At 
Van  Kampen  Merritt.  we 

iisciplined. 
.        .       .  roach.  We  call 
it  investmg  with  a  sense 
of  direction. 

Our  irmovative  investment 
products  are  created  ^^ith 
market  ^\isdom  and  carefully 
managed  to  help  put  you 
\sithin  clear  \iew  of  your 
financial  goals. 

We  have  sponsored  over 
-S21  bUlion  in  unit  trusts  and 
mutual  funds.  \^Tiether  your 
objective  is  insured  tax-free 
income,  asset  management, 
municipal  or  even  health 
care  financing,  these 
products,  serxices  and 
programs  are  designed  to 
point  you  towards  a 
responsible  course.  And  as  a 
Xerox  Financial  Services 
Company,  we're  backed  by 
considerable  resources. 
Look  for  the  bright  light  of 
opportunity.  Look  to 
Van  Kampen  Merritt. 

For  more  information  on 
Vai<  Kampen  Merritt  invest- 
ment products,  including 
cha  rges  a  nd  e-jrpenses.  please 
rordact  your  investment  repre- 
sentative for  a  prospectus.  Bead 
it  care/ally  before  you  invest  or 
f^end  mo  w^y.  Or  call 
l-800-DL\L-\1CVIext.  1001. 

Mutual  Fu  nds.  Un  it  Trusts. 
Ma n icipa I  and Hea Ith  Ca re 
Fi  na  nee.  Capita  I  Ma  rkets. 
Asset  Ma  nagemeni.  Precious 
Meta  Is.  Xer^ur  L  Ife  Products. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction* 


COMPANY 


MARKET  VALUE 


YEAR 
AGO 

$  MIL  RANK 


SALES 


12 
MONTHS 
1989 
%  MIL 


CHANGE 
FROM 
1988 

% 


PROFITS 


12 
MONTHS 
1989 
$  MIL 


CHANGE 
FROM 
1988 

% 


12 
MONTHS 
1989 


12 
MONTHS 
1988 

% 


ON 
INVESTED 
CAPITAL 


ON 
COMMON 
EQUITY 

% 


ASSETS 


12 
MONTHS 
1989 
$  MIL 


376 

378 
379 
380 


BOISE  CASCADE 
PACCAR 

CORESTATES  FINANCIAL 
AMDAHL 

GERBER  PRODUCTS 


1598 

1596 
1594 
1579 
1576 


295 
344 
347 
313 
413 


4338 
3331 
1888 
2101 
1114 


6 

7 
16 
17 
10 


267.6 
241.9 
198.7 
160.0 
95.1 


-7 
38 
1 1 
-24 
24 


6.2 

7.3 
10.5 
7.6 
8.5 


7.1 
5.7 
11.0 
1 1.6 
7.6 


10.9 
14.3 
22.2 
NA 
21  4 


20.5 
24.0 
16.3 
13.6 
27.2 


4143 

3067 
16431 
2234 
714 


3S1 
382 
383 
384 
3S.-J 


GENERAL  DYNAMICS 
CINCINNATI  BELL 
STANLEY  WORKS 
ARMSTRONG  WORLD  INDUSTRIES 
HILLENBRAND  INDUSTRIES 


1575 
1565 
1565 
1563 
1554 


257 
403 
400 
352 
497 


10043 
900 
1972 
2513 
1 138 


5 
22 

3 
10 

18 


293.1 
94.4 

117.7 
153.7 

75.0 


0 
12 
14 

2 

7 


2.9 
10.5 
6.0 
6.1 

6.6 


3.1 
1 1.4 
5.4 
6.6 

7.2 


1  1.7 
13.4 
12.2 
14.5 

16,5 


13.8 
17.9 
17.5 
18.1 
18.5 


6549 
1381 
1491 
2170 
1010 


386 
387 
388 
389 
390 


NEWELL 

CINCINNATI  GAS  &  ELECTRIC 

MURPHY  OIL 

DREYFUS 

ROADWAY  SERVICES 


1550 
1544 
1542 
1538 
1536 


620 
427 
431 
446 
442 


1  123 
1438 
1682/ 
272y 
2661 


14 
4 

10 
2 

22 


85.4 
239.7 

46.6 
147.9 

95.5 


39 
6 
20 
63 
19 


7.6 
16.7 

2.8 
54.3 

3.6 


6.2 

16.4 
2.5 

33.9 
3.7 


15.1 
12.1 
4.4 
24.0 
13.3 


19.8 
17.2 
6.2 
23.2 
13.3 


871 
3778 
2075 

801 
1273 


391 
392 
393 
394 
39.-. 


ENSERCH 

OKLAHOMA  GAS  S  ELECTRIC 
RYDER  SYSTEM 
LOTUS  DEVELOPMENT 
BETHLEHEM  STEEL 


1509 
1495 
1494 
1487 
1483 


465 
392 
279 
519 
304 


2742 
1 141 
5073 
556 
5251 


0 
4 

1 

19 
-4 


70.0 
129.4 

52.2 
68.0 
245.7 


554 
-6 

-61 
15 

-37 


2.6 
11.3 

1.0 
12.2 

4.7 


0.4 
12.6 

2.7 
12.6 

7.1 


NA 
10.1 
5.9 
NA 

1  1.6 


9.8 
14.5 

3.2 
27.9 

13.1 


2944 
2524 
5938 
604 

4793 


396 
397 
398 
399 
400 


SHERWIN-WILLIAMS 

JEFFERSON-PILOT 

SONOCO  PRODUCTS 

NEW  YORK  STATE  ELECTRIC  &  GAS 

REPUBLIC  NEW  YORK 


1477 
1476 
1476 
1468 
1466 


458 
418 
361 
424 
399 


2123 
1 140 
1656 
1428 
2626 


9 
3 
4 
7 
25 


108.9 
137.7 
103.6 
157.8 
24.0 


36 


-86 


5.1 
12.1 

6.3 
11.1 

0.9 


5.2 
9.1 
6.0 
12.8 
8.1 


14.8 
9.3 

16.5 
9.0 

NAA 


16.4 
9.3 
20.2 
11.8 
0.1 


1375 
4530 
1000 
4670 
25467 


4(11 
402 
403 
404 
40.') 


PREMIER  INDUSTRIAL 
PARKER  HANNIFIN 
NOVELL 

METRO  MOBILE  CTS 
McKESSON 


1456 
1447 
1438 
1438 
1438 


478 
396 
552 
379 
420 


616 
2479 
429 
144 
7578y 


9 
6 

15 
113 

10 


72.5 
101.6 

52.6 
-50.6 
105.8 


6 
-9 
31 
NM 
14 


1  1.8 
4.1 
12.3 
NM 
1.4 


12.1 
4.8 
10.8 
NM 
1.4 


30.6 
10.0 
18,0 
NM 
11.8 


31,4 
11.5 
22.3 
NM 
17.6 


291 
1922 
376 
385 
2408 


406 
407 
408 
409 
410 


U.  S.  BANCORP 

CIRCUS  CIRCUS  ENTERPRISES 

SIGMA-ALDRICH 

DANA 

NORTON 


1433 
1430 
1429 
1427 
1415 


468 
475 
457 
359 
503 


1672 
522 
441 
4865 
1531 


21 
2 
18 

-1 
9 


150.8 
75.1 
64.0 

132.1 
76.0 


22 
4 
13 

-19 
1 


9.0 
14.4 
14.5 
2.7 
5.0 


9.0 
14.2 
15.1 
3.3 
5.4 


NA 

18.8 
18.4 
13.7 
NA 


14.3 
50,4 
22.4 
13.0 
12.4 


16975 
676 
445 
5225 
1 161 


411 
412 
413 
414 
1 ! .". 


MAPCO 

LYONDELL  PETROCHEMICAL 
WHEELABRATOR  TECHNOLOGIES 
ALEXANDER  &  BALDWIN 
CROWN  CORK  &  SEAL 


1404 
1400 
1395 
1394 
1393 


414 
NR 
448 
342 
416 


2113x 
5358 
1493 
846 
1910 


17 
14 
23 
21 
4 


116.2 
374.0 

58.5 
202.7 

94.2 


-1 
-31 
64 
50 
1 


5.5 
7.0 
3.9 
24.0 
4.9 


6.5 
11.6 

2,9 
19.3 

5.1 


15.9 
57.3 
NA 
NA 
15.4 


24.5 
NM 
10.7 
33.5 
14.4 


1424 
1267 
2202 
1139 
1 174 


■(  11) 
417 
418 
419 


OCEAN  DRILLING  &  EXPLORATION 
MERCANTILE  STORES 
WILLAMETTE  INDUSTRIES 
ILLINOIS  POWER 
NATIONAL  SERVICE  INDUSTRIES 


1391 
1391 
1379 
1379 
1367 


542 

357 
450 
419 
451 


320y 
2313/ 
1892 
1313 
1568 


10 
2 

10 
2 
9 


43.8 

130.3 
191.1 
-288.4 
96.0 


190 

-10 
19 
NM 
9 


13.7 
5.6 
10.1 
NM 
6.1 


5.2 
6.4 
9.4 
12,1 
6.1 


NA 
1  1.4 
16.8 

NM 
15.3 


12.2 

12.5 
21.2 
-20.8 
15.3 


919 
1586 
1604 
5609 

894 
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ALPHABETICAL  INDEX  Of  COMPANIES  BEGINS  ON  PAGE 


I 


AlUATION 

DIVIDENDS 

tAKNInu^ 

PER  SHARE 

InUUjiKI  UKUUr 

ECENT 
HARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 

INSTI- 

ANALYSTS' 

t  J  1 IFVIH  1  Cj 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
Kt  lUKN 

% 

TUTIONS 
uAi  niuf* 

% 

SHRS- 
MIL, 

TURN- 

% 

FY 

1988 
$ 

1989 
ACTUAL 
$ 

1990 
$ 

VARI- 

% 

42 

48/35 

126 

7 

3.61 

25 

-8 

71 

38 

90.4 

12 

6.34 

6.19 

3.62 

24.2 

Paper  A 

46 

53/37 

158 

7 

5.46 

36 

7 

47 

35 

44.7 

12 

4.90 

6.90 

4.68 

8.4 

Automotive  A 

41 

50/37 

131 

8 

4.74 

38 

-4 

51 

39 

82.8 

12 

4.50 

5.03 

5.22 

2.9 

Banks  A 

15 

23/11 

140 

10 

0.69 

7 

-25 

48 

109 

81.7 

12 

1.99 

1.40 

1.52 

1  1.9 

Office  equipment  6 

42 

52/31 

451 

15 

2.31 

35 

33 

56 

38 

84.4 

03 

2.17 

2.71d 

3.13 

3.0 

Food  B 

38 

61/36 

74 

5 

2.64 

14 

-25 

53 

42 

50.4 

12 

9.03 

7.01 

6.77 

10.6 

Aerospace 

26 

35/21 

312 

17 

2.60 

45 

23 

26 

60 

22.0 

12 

1.32 

1.50 

1.70 

4.2 

Telecomms.  B 

36 

40/30 

232 

13 

2.97 

40 

23 

41 

43 

48.9 

12 

2.40 

2.71 

2.93 

5,0 

Manufacturing  B 

35 

51/32 

196 

11 

3.03 

33 

-5 

64 

45 

108.3 

12 

3.51 

3.17 

3.27 

9.9 

Consumer  B 

42 

45/27 

384 

21 

1.31 

27 

58 

36 

37 

14.0 

1 1 

1.86 

2.02 

2.37 

2.6 

Manufacturing  A 

26 

26/15 

363 

19 

1.90 

35 

53 

55 

59 

49.1 

12 

1.01b 

1.41 

1.57 

5.3 

Manufacturing  A 

30 

32/24 

121 

7 

7.93 

55 

28 

43 

51 

58.3 

12 

4.32 

4.34 

4.10 

2.5 

Utilities  A 

46 

46/34 

206 

33 

2.20 

73 

28 

42 

34 

42.5 

12 

1.14 

1.37 

1.69 

22.8 

Fuel  B 

38 

38/27 

242 

10 

1.38 

14 

34 

68 

41 

61.0 

12 

2.21 

3.63 

2.46 

4.4 

Nonbank  fin.  A 

39 

43/28 

214 

16 

2.80 

45 

33 

63 

39 

67.4 

12 

2.00 

2.44 

2.87 

6.8 

Transportation  D 

26 

28/19 

265 

28 

3.09 

86 

27 

67 

58 

77.7 

12 

-0.07 

0.93 

1.23 

15.0 

Utilities  B 

36 

39/32 

171 

12 

6.82 

81 

19 

38 

41 

37.4 

12 

3.20 

3.05 

3.23 

2.7 

Utilities  A 

20 

31/18 

108 

34 

3.06 

103 

-25 

73 

76 

122.2 

12 

1.61 

0.58 

1.57 

18.9 

Transportation  C 

35 

35/19 

610 

22 

0.00 

0 

44 

74 

43 

307.3 

12 

1.29 

1.61 

2.27 

8.2 

Office  equipment  C 

20 

26/15 

88 

7 

2.03 

14 

-30 

76 

75 

1 10.9 

12 

5.16 

2.93 

2.35 

62.5 

Metals  B 

34 

36/26 

223 

14 

2.22 

30 

27 

58 

43 

58.3 

12 

2.30 

2.52 

2.83 

2.6 

Housing  A 

40 

46/32 

100 

1 1 

3.44 

37 

28 

56 

37 

41.8 

12 

2.50 

3.65 

3.54 

6.7 

Nonbank  fin.  B 

34 

39/30 

288 

14 

2.49 

36 

-10 

25 

44 

42.1 

12 

2.20 

2.36 

2.63 

3.7 

Containers  B 

26 

29/22 

120 

10 

8.00 

81 

22 

35 

58 

47.5 

12 

2.81 

2.53 

2.73 

4.5 

Utilities  A 

49 

52/43 

138 

NM 

2.64 

3200 

10 

43 

30 

27.6 

12 

5.01 

0.04 

5.83 

3.1 

Banks  A 

25 

26/17 

630 

19 

1.59 

30 

26 

20 

58 

9.4 

05 

1.13 

1.33d 

1.48 

2.6 

Services  B 

30 

32/24 

164 

14 

3.11 

44 

4 

60 

49 

70.1 

06 

2.20 

2.11 

2.38 

5.7 

Manufacturing  A 

44 

44/24 

610 

30 

0.00 

0 

-2 

63 

33 

338.8 

10 

1.10 

1.46 

2.15 

9.4 

Office  equipment  C 

69 

79/58 

NEG 

NM 

0.00 

0 

-8 

8 

21 

9.8 

09 

-1.45 

-2.16 

-1.34 

91.0 

Telecomms.  A 

36 

40/30 

254 

15 

3.97 

60 

24 

55 

40 

50.6 

03 

2.22 

2.39d 

2.69 

3.6 

Health  care  A 

29 

33/22 

136 

9 

3.46 

33 

28 

52 

50 

81.2 

12 

2.52 

3.05 

3.54 

2.4 

Banks  D 

50 

57/31 

960 

19 

0.00 

0 

46 

59 

29 

70.8 

01 

2.29 

2.60 

3.07 

5.3 

Leisure  C 

58 

60/44 

501 

22 

0.69 

15 

19 

43 

25 

46.6 

12 

2.29 

2.59 

3.02 

1.8 

Health  care  D 

35 

43/31 

140 

1 1 

4.59 

49 

-14 

60 

41 

50.0 

12 

3.99 

3.24 

3.06 

6.7 

Automotive  B 

75 

75/45 

231 

21 

2.67 

55 

15 

81 

19 

97.5 

12 

4.06 

3.64 

4.02 

16.4 

Manufacturing  A 

40 

43/30 

296 

13 

2.53 

33 

24 

77 

36 

129.7 

12 

2.94 

3.04 

3.69 

9.9 

Fuel  B 

18 

32/17 

NEG 

4 

9.14 

34 

-27 

NA 

80 

69.2 

12 

NA 

4.67 

3.23 

15.0 

Fuel  B 

34 

43/28 

256 

23 

0.00 

0 

15 

NA 

41 

77.8 

12 

1.04 

1.50 

1.79 

3.0 

Services  A 

30 

40/28 

230 

7 

2.64 

18 

-1 1 

42 

46 

58.6 

12 

2.70 

4.38 

2.85 

10.9 

Transportation  D 

53 

57/44 

213 

15 

0.00 

0 

8 

34 

26 

52.1 

12 

3.37 

3.58 

4.12 

5.1 

Containers  A 

27 

27/17 

387 

32 

1.11 

35 

65 

22 

52 

39.7 

12 

-0.59 

0.85 

0.55 

52.4 

Fuel  C 

38 

51/34 

134 

1 1 

2.44 

26 

-14 

37 

37 

30.8 

01 

3.92 

3.54 

4.02 

3.2 

Retailing 

54 

58/41 

153 

7 

2.95 

21 

16 

60 

25 

44.2 

12 

6.34 

7.52 

6.27 

7.7 

Paper  A 

18 

19/13 

88 

NM 

0.00 

0 

6 

42 

76 

1  18.7 

12 

1.66 

-4.34 

1.50 

12.3 

Utilities  A 

28 

30/23 

218 

14 

3.32 

48 

16 

50 

49 

21.7 

08 

1.75 

1.92 

2.08 

1.2 

Electrical  A 
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COMPANY 


MARKET  VALUE 


YEAR 

AGO 

$  Mil  RANK 


SALES 

12 
MONTHS 
1989 
$  MIL, 


CHANGE 
FROM 
1988 


PROFITS 

12 
MONTHS 
1989 
$  MIL 


RHURN 


CHANGE 
FROM 
1988 

% 


12 
MONTHS 
1989 

% 


12 
MONTHS 
1988 

% 


ON 
INVESTED 
CAPITAL 

% 


ON 
COMMON 
EQUITY 


ASSETS 


12 
MONTHS 
1989 
$  MIL. 


421 
422 

423 
424 
425 


RITE  AID 

CELLULAR  COMMUNICATIONS 

USAIR  GROUP 

STATE  STREET  BOSTON 

PALL 


364 
364 
363 
360 
350 


397 
469 
338 
516 
472 


3134 

76a 
6252 
1092 
523 


14 
47 
10 
22 
14 


83.0 
-13.5 
-63.2 
104.0 

58,3 


-1 1 
NM 
NM 
13 
0 


2.7 
NM 
NM 
9.5 
11.1 


3.4 

NM 
2.9 
10.3 
12.7 


9.5 
NM 
NM 
NA 

16.9 


12.2 
-4.7 
-3.8 
17.4 
15.6 


1534 
387 
6069 
9983 
740 


426 
427 
428 
429 
430 


WEIS  MARKETS 

WILLIAMS 

STONE  CONTAINER 

NL  INDUSTRIES 

FIFTH  THIRD  BANCORP 


402 
441 
316 
NR 
473 


1239 
1717 
5330 
1001 
768 


4 
2 
42 

-1 
25 


86.4 
52.5 
285.8 
170.3 
108.3 


5 

270 
-16 
27 
19 


7.0 
3.1 
5.4 
17.0 
14.1 


6.9 
0.8 
9.1 
13.3 
14.8 


15.7 
6.9 
9.2 

29.8 

19.7 


15.7 
5.1 
22.7 
66.3 
15.5 


656 
3900 
6254 
1512 
7143 


431 
432 
433 
434 
435 


SCANA 

SNAP-ON  TOOLS 
ALCO  STANDARD 
LUBRIZOL 
SUNDSTRAND 


440 
370 
493 
385 
494 


1123 
891y 
4203 
1228 
1595 


129.9 
104.7 
1 13.1 
94.0 
120.8 


1 

-8 
1 1 
-28 
NM 


11.6 
1 1.8 
2.7 
7.7 
7.6 


11.9 
13.3 
2.6 
1 1.7 
NM 


10.1 
18.0 
13.1 
13.5 
21.7 


13.3 
18.3 
18.4 
14.2 
20.8 


2920 

778 
1546 

960 
1465 


436 
437 
438 
439 
440 


HARRIS 
DPL 

FIRST  FIDELITY  BANCORPORATION 

SOTHEBY'S  HOLDINGS 

NUCOR 


474 
492 
NR 
710 
490 


2776 
960 

3028 
445 

1269 


61 
-3 


40 

20 


121.6 
146.9 
159.5 
112.7 
57.8 


24 
8 

370 
80 

-18 


4.4 
15,3 

5.3 
25.3 

4.6 


5.7 
13.7 

1.2 
19.8 

6.7 


12.1 
9.8 
NM 
NA 
NA 


12.5 
13.5 
10.0 
61.8 

10.1 


2459 
2538 
30728 
539 
1034 


441 
442 
443 
444 
445 


FRANKLIN  RESOURCES 
BRUNSWICK 

GULF  STATES  UTILITIES 

PIONEER  HI-BRED  INTERNATIONAL 

CRAY  RESEARCH 


613 
369 
535 
453 
329 


263y 
2826 
1607 
870 
785 


19 
-14 

6 
13 

4 


82.4 
-71.3 
32.4 
72.9 
89.0 


20 
NM 
-72 
-16 
-43 


31.3 
NM 
2.0 
8.4 

11.3 


31.0 
5.9 
7.7 
11.3 
20.7 


37.4 
NM 
3.8 
13.2 
11.5 


35.1 
-9.1 
-1.5 
12.7 
12.4 


428 
1985 
6727 
1 136 

956 


44(i 
447 
448 
449 
450 


PUBLIC  SERVICE  CO.  OF  COLORADO 
FREEPORT-McMORAN  COPPER 
TRANSCO  ENERGY 
NIPSCO  INDUSTRIES 
BANDAG 


480 
611 
463 
505 
504 


1741 
368 
2989 
1560 
525 


148,8 
98.7 
112.5 
137.3 
75.9 


19 
5 

NM 
12 
9 


8.6 
26.8 
3.8 
8.8 
14.5 


7.4 
28.1 
NM 
8.1 
14.2 


1 1.0 
39.9 
NA 
9.0 
NA 


15-1 
69.3 
15.0 
12.8 
40.2 


3045 
415 
4136 
3671 
347 


451 
4.52 
453 
454 
455 


PINNACLE  WEST  CAPITAL 

AL2A 

ASARCO 

BEAR  STEARNS 

CINCINNATI  FINANCIAL 


429 
599 
460 
422 
509 


1508 
82 
2211 
2412/ 
974 


3 
1 1 
11 
15 

8 


156.9 
18.8 
231.2 
139,8 
1 14.5 


-16 
10 
12 
-1 1 
-1 1 


10.4 
22.9 
10.5 
5.8 
11.8 


12.7 
23.0 
10.4 
7.5 
14.3 


6.1 
NA 
14.6 
59.7 
11.8 


6.3 
10.6 
16.3 
14.6 
11.2 


14963 
288 

2441 
35788 

2552 


456 
457 
4.58 
459 
460 


AMERICAN  FAMILY 
SOUTHWESTERN  PUBLIC  SERVICE 
FMC 

GREYHOUND 

INTERNATIONAL  MINERALS  &  CHEMICAL 


412 
477 
433 
456 
557 


2426 
816 
3415 
3537 
1 166 


7 
12 


80.8 
122.4 
156.8 
108.7 

83.8 


-26 
17 
21 
17 
6 


3.3 
15.0 
4.6 
3.1 
7.2 


4.7 
13.3 
3.9 
2.8 

7.5 


11.1 
12.2 
23.3 
9.3 


11.5 
17.7 

NM 
10.2 

9.6 


6515 
1671 
2716 
5123 
2000 


461 
462 
463 

m 


BLOCKBUSTER  ENTERTAINMENT 

ROUSE 

KUB8ELL 

INLAND  STEEL  INDUSTRIES 
JOHNSON  CONTROLS 


20 

19 

19 

198 

196 


697 
409 
524 
380 
421 


403 
495 
669 
4147 
3894 


124 

7 
9 
2 
21 


44.2 
10.3 
79.4 
1 19.7 
95.0 


152 
-48 
1 1 

-52 
-9 


11.0 
2.1 

11.9 
2.9 
2.4 


9.7 
4,3 
1  1.6 
6.1 
3.2 


NA 

4.8 
18.7 
6.9 
7.8 


24.7 
13.5 
19.0 
7.4 
9.0 


417 
2218 

576 
2884 
2634 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE 


VALUAIlOl^ 

DIVIDEHDS 

SHAHt J 

EARNINGS 

PER  SHARE 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

PAYOUT 

% 

TOTAL 

Om  IDKl 
KtlUKN 

% 

INSTI- 
TUTIONS 
uAi  niMf^ 

% 

SHRS, 
MIL. 

TURN- 

% 

FY 

1988 
$ 

1989 
$ 

ANALYSTS'  ESTIMATES 
1990  VARI- 
EST  ATION 

$  % 

33 

41/30 

201 

13 

2.74 

37 

-5 

63 

42 

59.4 

02 

2.30 

2.44d 

2.89 

6.7 

Health  care  A 

34 

44/28 

469 

NM 

0.00 

0 

-7 

56 

41 

195.2 

12 

-0.29 

-0.1  Od 

0.12 

208.7 

Telecomms.  A 

31 

55/25 

68 

NM 

0.39 

DEF 

-15 

76 

44 

194.1 

12 

3.81 

-1.73 

0.53 

389.4 

Transportation  A 

38 

41/27 

228 

14 

1.70 

23 

30 

63 

36 

83.9 

12 

2.40b 

2.75 

3.10 

5.7 

Banks  A 

35 

36/28 

361 

23 

1.60 

37 

26 

56 

39 

48.0 

07 

1.55 

1,51 

1.86 

3.0 

Conglomerates 

30 

38/28 

245 

16 

2.02 

31 

4 

46 

45 

7.8 

12 

1.82 

1.91 

2.16 

5.8 

Food  C 

33 

45/30 

152 

28 

4.26 

120 

2 

71 

41 

118.8 

12 

0.37 

1.17 

1.83 

19.2 

Utilities  B 

23 

33/20 

107 

5 

3.20 

15 

-33 

49 

60 

1 17.1 

12 

5.69 

4.76 

3.02 

25.5 

Containers  B 

20 

28/20 

524 

8 

2.96 

23 

3 

21 

66 

19.0 

12 

2.25 

2.58 

2.82 

4.1 

Fuel  C 

34 

40/31 

190 

12 

2.82 

34 

-2 

26 

39 

17.9 

12 

2.62 

2.79 

3.24 

2.4 

Banks  B 

33 

36/30 

144 

11 

7.48 

81 

15 

38 

40 

35.0 

12 

3.00 

3.04 

3.19 

2.8 

Utilities  A 

32 

42/29 

231 

13 

3.36 

42 

-7 

53 

41 

76.6 

12 

2.72 

2.55 

2.73 

6.0 

Manufacturing  B 

32 

37/25 

216 

12 

2.64 

31 

14 

48 

41 

44.9 

09 

2.12 

2.68 

2.68 

2.5 

Conglomerates 

35 

45/33 

199 

14 

4.07 

57 

0 

67 

37 

101.7 

12 

3.40 

2.52 

2.87 

7.1 

Chemicals 

71 

84/55 

239 

12 

3.10 

36 

26 

61 

19 

70.0 

12 

-2.71 

6.17 

6.39 

9.5 

Aerospace 

33 

40/27 

135 

11 

2.93 

32 

8 

68 

40 

72.7 

06 

1.63 

3.00 

3.28 

3.3 

Electrical  B 

29 

31/24 

130 

9 

8.14 

72 

26 

35 

45 

59.2 

12 

3.01 

3.27 

3.32 

3.4 

Utilities  A 

22 

34/19 

89 

9 

8.99 

80 

-23 

50 

59 

83.5 

12 

0.29 

2.51 

3.15 

23.4 

Banks  A 

26 

37/11 

709 

13 

5.60 

74 

104 

14 

50 

82.4 

12 

1.12 

1.96 

2.30 

2.2 

Services  E 

60 

68/46 

226 

22 

0.73 

16 

15 

65 

21 

44.9 

12 

3.34 

2.71 

3.73 

10.2 

Metals  B 

32 

32/18 

549 

16 

1.48 

24 

53 

21 

40 

26.4 

09 

1.67 

2.00 

2.34 

3.3 

Nonbank  fin.  A 

15 

22/12 

164 

NM 

3.01 

DEF 

-25 

60 

88 

88.2 

12 

2.20 

-0.81 

0.75 

56.4 

Leisure  D 

12 

14/8 

63 

NM 

0.00 

0 

36 

43 

108 

83.7 

12 

0.50 

-0.28 

0.85 

34.2 

Utilities  A 

41 

48/35 

223 

16 

2.83 

45 

22 

53 

31 

48.0 

08 

1.94 

2.58 

2.79 

9.6 

Food  B 

47 

61/31 

178 

15 

0.00 

0 

-18 

77 

27 

186.6 

12 

4.99 

3.02 

4.20 

1 1.3 

Office  equipment  B 

24 

27/20 

140 

9 

8.38 

77 

30 

40 

53 

68.6 

12 

2.14 

2.59 

2.49 

4.4 

Utilities  A 

30 

30/14 

888 

13 

8.64 

111 

78 

13 

43 

26.7 

12 

2.21 

2.31 

1.90 

23.3 

Metals  C 

42 

50/35 

214 

13 

3.28 

44 

12 

49 

30 

80.8 

12 

-3.18 

3.10 

2.66 

11.5 

Utilities  B 

18 

20/13 

130 

11 

5.74 

60 

36 

72 

69 

70.7 

12 

1.41 

1.72 

1.82 

4.3 

Utilities  A 

86 

89/67 

662 

17 

1.16 

19 

17 

49 

14 

26.1 

12 

4.68 

5.22 

5.72 

2.0 

Automotive  C 

14 

15/5 

63 

10 

0.00 

0 

-14 

24 

87 

111.8 

12 

0.05 

1.44 

1.21 

36.5 

Utilities  A 

41 

46/23 

701 

74 

0.00 

0 

55 

56 

31 

91.0 

12 

0-51 

0.55 

0.92 

10.6 

Health  care  B 

30 

36/26 

88 

5 

5.38 

29 

8 

53 

42 

77.3 

12 

4.92 

5.50 

3.61 

20.9 

Metals  C 

13 

17/12 

135 

8 

4.10 

31 

6 

39 

95 

59.4 

06 

NA 

1.70 

1.44 

15.8 

Nonbank  fin.  A 

75 

83/60 

120 

11 

2.88 

31 

30 

NA 

16 

27.6 

12 

7.70 

7.00 

8.19 

5.6 

Nonbank  fin.  B 

15 

23/15 

174 

15 

2.13 

32 

-1 

32 

81 

86.4 

12 

1.35 

1.00 

1.56 

4.2 

Nonbank  fin.  B 

30 

31/25 

187  . 

12 

7.43 

90 

20 

27 

41 

62.5 

08 

2.50 

2.45 

2.55 

5.4 

Utilities  A 

35 

49/33 

NEG 

8 

0.00 

0 

-4 

53 

34 

45.9 

12 

3.60 

4.35 

4.94 

7.0 

Manufacturing  C 

31 

38/28 

115 

11 

4.33 

48 

9 

38 

40 

149.0 

12 

2.42 

2.75 

2.94 

3.5 

Conglomerates 

58 

60/39 

156 

14 

1.73 

24 

48 

69 

21 

138.3 

06 

3.30 

4.20 

2.81 

16.1 

Chemicals 

17 

22/11 

673 

29 

0.00 

0 

36 

16 

72 

158.0 

12 

0.29 

0.57 

0.91 

8.7 

Leisure  B 

25 

30/23 

2093 

NM 

2.24 

373 

-8 

40 

48 

46.0 

12 

0.37 

0.15 

0.95 

74.0 

Housing  B 

43 

46/32 

287 

15 

3.04 

47 

34 

43 

28 

15.8 

12 

2.48b 

2.78 

3.03 

2.2 

Electrical  A 

34 

47/30 

79 

1  1 

4.09 

44 

-21 

84 

35 

132.6 

12 

6.99 

3.15 

2.57 

28.2 

Metals  B 

30 

47/27 

120 

12 

3.95 

47 

-14 

52 

39 

93.9 

09 

2.83 

2.55 

2.71 

4.9 

Electrical  C 
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COMPANY 


MARKET  VALUE 


YEAR 
AGO 

$  MIL  RANK 


SALES 

12 
MONTHS 
1989 
$  MIL 


CHANGE 
FROM 
1988 


PROFITS 

12 
MONTHS 
1989 
$  MIL, 


CHANGE 
FROM 
1988 


12 
MONTHS 
1989 


12 
MONTHS 
1988 

% 


ON 
INVESTED 
CAPITAL 

% 


ON 
COMMON 
EQUITY 

% 


ASSETS 

12 

MONTHS 
1989 
$  MIL. 


466 

467 
468 
469 
470 


AVNET 

AVERY  INTERNATIONAL 
NICOR 

NATIONAL  HEALTH  LABORATORIES 
TJX 


1191 
1189 
1189 
1188 
1188 


595 
501 
538 
603 
426 


1801 
1732 
1622 
402 
2149 


-7 
10 
7 
28 
12 


63.4 

86.5 
119.9 
64.7 
86.8 


25 
1 1 
13 
32 
57 


3.5 
5.0 
7.4 
16.1 
4.0 


2.6 
4.9 
7.0 
15.6 
2.9 


7.6 

13.4 
13.9 
20.7 
15.3 


8.3 
16.1 
18.9 
18.9 
22.7 


1129 
1142 
2138 
346 
1096 


471 
472 
473 
474 
47.5 


POTIATCH 
LOWE'S 

LOUISIANA  LAND  &  EXPLORATION 
COSTCO  WHOLESALE 
AUTODESK 


1186 
1178 
1175 
1173 
1170 


547 
553 
488 
850 
643 


1228 
2651 

757y 
3254 

179 


13 
5 
4 
48 
52 


136.7 
74.9 
46.9 
31.1 
46.4 


22 
8 

NM 
125 
42 


11.1 
2.8 
6.2 
1.0 

26.0 


10.4 
2.8 
NM 
0.6 

27.9 


12.1 
11.3 
10.6 
8.9 
NA 


NA 
11.7 
10.7 
12.4 
31.6 


1686 
1147 
1199 
779 
178 


476 
477 
478 
479 
480 


AMERICAN  PETROFINA 

INTERPUBLIC  CROUP 

HARTFORD  STEAM  BOILER  INSPECTION 

FUND  AMERICAN 

SEAGATE  TECHNOLOGY 


1168 
1161 
11S6 
1151 
1149 


510 
548 
566 
364 
782 


3036 
1257y 
501 
3490 
1797 


15 
8 
9 

-6 
33 


119.1 
70.6 
77.6 
73.0 

104.7 


-10 
17 
10 
-70 
NM 


3.9 
5.6 
15.5 
2.1 
5.8 


5.0 
5.2 

15.4 
6.7 

NM 


9.9 
21.6 
21.9 

NM 
11.2 


9.1 
21.0 
24.2 

3.5 
17.2 


2425 
1470 
781 
11720 
1866 


481 
482 
483 
484 
48.5 


DOE 
MBIA 

OLIN 
EG&G 

PUGET  SOUND  POWER  S  LIGHT 


1148 
1142 
1138 
1135 
1132 


484 
541 
482 
528 
495 


1121 
172 
2509 
1650 


5 
14 

9 
17 
12 


129.8 
102.3 
124.0 
69.9 
117.7 


-6 
1 1 
27 
2 


11.6 
59.6 
4.9 
4.2 

13.3 


12.9 
61.1 
4.2 
4.9 

16.2 


7.7 
13.2 
13.7 
23.1 

8.7 


10.7 
13.2 
20.9 
22.0 
1  1.7 


3921 
1786 
1911 
643 
2357 


486 
487 
488 
489 
490 


INTERGRAPH 
OGDEN 
BRUNO'S 
SOCIETY 

ST.  JUDE  MEDICAL 


1126 
1125 
1122 
1118 
1116 


567 
476 
539 
616 
755 


860 
1369 
2271 
11 49 

148 


7 
26 
10 
18 
30 


79.5 
67.0 
53.6 
1 10.0 
50.9 


-10 
16 
20 
10 
52 


9.2 
4.9 
2.4 
9.6 
34.4 


11.0 
5.3 
2.2 
10.3 
29.3 


12.2 
NA 
12.8 
20.3 
29.8 


12.2 
14.8 
17.1 
15.1 
29.8 


806 
2598 
684 
10903 
202 


491 
492 
493 
494 
495 


BOATMEN'S  BANCSHARES 
NORTHERN  TRUST 
COMDISCO 

SHAWMUT  NATIONAL 
BANK  OF  BOSTON 


1113 
1112 
1111 
1106 
1104 


470 
622 
521 
299 
336 


1476 

1230 

1762y 

3029 

6844 


7 
23 
30 

8 
29 


129.2 
1 13.2 
110.0 
-128.9 
70.4 


85 
4 
21 
NM 

-78 


9.2 
6.2 
NM 

1.0 


5.1 
10.9 
6.7 
8.7 
6.1 


19.4 
NA 
7.9 
13.7 
19.0 


1 1.7 
23.1 
19.8 
1 1.6 
3.0 


14542 
10938 
4300 
28145 
39178 


496 
497 
498 
499 
500 


HASBRO 

CIRCUIT  CITY  STORES 
NAVISTAR  INTERNATIONAL 
PETRIE  STORES 
AMAX  GOLD 


1101 
1100 
1099 
1099 
1095 


531 
514 
375 
545 
520 


1410 
1969 
4241 
1258 
122 


4 

22 
-1 
3 
16 


92.2 
72.4 
87.0 
32.3 
33.3 


27 
15 

-66 
-8 

-23 


6.5 
3.7 
2.1 
2.6 
27.4 


5.3 
3.9 
6.0 
2.9 
41.2 


12.1 
18.9 
NA 
5.2 
NA 


1 1.7 
22.7 
0.4 
5.1 
35.8 


1426 
857 
3609 

877 
151 


.501 
502 

503 
504 
505 


•506 
507 

m 
m 


BENEFICIAL 

ALEXANDER  &  ALEXANDER 
BLACK  &  DECKER 
RUSSELL 

PROVIDENT   iFE  &  ACCIDENT 


1095 
1085 
1083 
1081 
1080 


498 
511 
393 
589 
491 


1578 
1249 
3615 
688 
2639/ 


1 1 
2 
52 
30 
-2 


120.9 
59.0 

-1 1.5 
64.7 

148.0 


15 
-17 
NM 
20 
65 


7.7 
4.7 
NM 
9.4 

5.6 


7.4 
5.8 
4.4 
10.1 

3.3 


10.2 
13.2 
-8.5 
12.2 
NA 


14.2 
16.2 
-1.6 
16.7 
12.7 


TELEPHONE  &  DATA  SYSTEMS 

KEYCORP 

KROGER 

SAFETY-KIEEN 

AHPiCAN  GREETINGS 


1072 
1071 
1071 
1066 
1062 


536 
529 
580 
533 
624 


240 
1662 
19104 

478 
1263 


22 
19 

0 
15 

1 


11.1 
136.9 
-16.3 
46.0 
67.6 


5 
14 
NM 

9 
120 


4.6 
8.2 
NM 
9.6 
5.4 


5.4 
8.6 
0.2 
10.1 
2.5 


3.1 
17.8 
NM 
14.1 
10.3 


3.4 

14.2 
NM 
18.6 
11.5 


^  ".^y--^^  ^^^^^^^^^^ 
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7935 
2498 

6176 
721 
11852 


695 
15461 
4145 
538 
1146 
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ALUATION 

DIVIDENDS 

SHARES 

.  u  K  n  1  n  u  J 

PER  SHARE 

INUIiSIRY  6K0UP 

■CINT 
I4ARE 
RICE 
% 

12-MONTH 
HIGH/ 
LOW 
t 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTONS 
HOLDING 

% 

SHRS 
OUT 
MIL. 

TURN- 
OVER 

% 

FY 

1988 
AQUAL 
$ 

1989 
ACTUAL 
$ 

ANALYSTS'  ESTIMATES 
1990  VARI- 
EST,  ATION 
$  % 

33 

33/21 

156 

22 

1.80 

40 

48 

87 

36 

57.6 

06 

1.46 

1.51 

1.89 

6.7 

Services  B 

27 

33/21 

221 

14 

2.08 

29 

29 

65 

44 

43.2 

1 1 

1.77 

1.96 

2.18 

4.0 

Manufacturing  A 

40 

47/30 

190 

10 

4.98 

50 

49 

52 

30 

49.7 

12 

3.48 

3.98 

3.92 

4.5 

Utilities  B 

12 

14/7 

379 

18 

0.00 

0 

45 

NA 

99 

4.3 

12 

0.50 

0.65 

NA 

NM 

Health  care  C 

17 

30/14 

311 

13 

2.35 

30 

-21 

72 

70 

122.2 

01 

0.98 

1.32 

1.46 

3.9 

Retailing 

41 

41/31 

177 

9 

2.92 

25 

21 

46 

29 

34.3 

12 

4.04 

4.79 

4.47 

13.2 

Containers  B 

32 

32/22 

184 

16 

1.64 

26 

13 

47 

37 

41.1 

01 

1.83 

2.01 

2.26 

5.2 

Retailing 

42 

46/32 

268 

26 

2.39 

63 

28 

70 

28 

56.3 

12 

-2.27 

1.60 

1.53 

20.6 

Fuel  B 

34 

37/19 

469 

35 

0.00 

0 

63 

46 

34 

129.7 

08 

0.46 

0.97 

1.39 

5.4 

Retailing 

48 

48/27 

797 

25 

0.21 

5 

61 

69 

24 

213.4 

01 

1.35 

1.91 

2.46 

3.4 

Office  equipment  C 

76 

90/67 

:io 

10 

4.23 

41 

18 

3 

15 

2.7 

12 

10.07 

7.81 

NA 

NM 

Fuel  B 

34 

38/25 

r46 

16 

2.02 

32 

23 

72 

35 

45.1 

12 

1.31 

2.10 

2.38 

1.1 

Services  D 

56 

59/39 

360 

15 

2.84 

42 

38 

45 

21 

54.0 

12 

3.46 

3.78 

3.65 

7.2 

Nonbank  fin.  B 

32 

41/30 

89 

33 

2.11 

69 

-3 

79 

36 

78.8 

12 

4.73 

0.99 

1.10 

86.4 

Nonbank  fin.  B 

19 

20/9 

189 

NM 

0.00 

0 

70 

43 

61 

318.8 

06 

1.54 

0.01 

2.17 

8.1 

Office  equipment  B 

21 

24/17 

109 

10 

6.55 

67 

20 

28 

55 

43.5 

12 

1.86 

2.03 

2.19 

3.2 

Utilities  A 

31 

33/22 

147 

11 

1.29 

15 

31 

35 

37 

10.8 

12 

2.45 

2.74 

3.03 

4.4 

Nonbank  fin.  B 

59 

68/50 

199 

10 

3.41 

33 

21 

50 

19 

66.5 

12 

4.63 

6.02 

6.20 

3.6 

Chemicals 

39 

39/30 

357 

16 

1.94 

32 

19 

57 

29 

47.8 

12 

2.30 

2.40 

2.86 

5.3 

Services  A 

20 

23/18 

126 

11 

8.64 

94 

20 

20 

56 

42.6 

12 

2.14 

1.88 

2.08 

7.2 

Utilities  A 

23 

23/14 

173 

15 

0.00 

0 

3 

56 

50 

205.1 

12 

1.55 

1.48 

1.62 

8.2 

Office  equipment  C 

27 

35/26 

250 

16 

4.72 

74 

-2 

49 

42 

67.1 

12 

1.44 

1.68 

1.87 

5.5 

Conglomerates 

14 

15/10 

358 

23 

1.02 

24 

27 

23 

82 

42.8 

06 

0.53 

0.59 

0.73 

2.7 

Food  C 

33 

41/28 

156 

7 

5.31 

38 

-4 

42 

34 

36.3 

12 

4.19 

4.63 

4.88 

4.6 

Bonks  B 

48 

51/22 

652 

22 

0.00 

0 

92 

62 

23 

247.1 

12 

1.42 

2.14 

2.60 

3.7 

Health  core  D 

32 

40/31 

103 

9 

6.60 

57 

8 

45 

35 

81.0 

12 

2.01 

3.72 

4.24 

4.3 

Bonks  B 

64 

71/47 

243 

10 

2.38 

24 

37 

47 

17 

65.1 

12 

6.61 

6.23 

6.52 

3.0 

Bonks  B 

27 

34/21 

200 

11 

1.03 

11 

0 

47 

41 

59.6 

09 

2.20 

2.57 

2.92 

2.7 

Office  equipment  C 

15 

30/15 

64 

NM 

9.52 

DEF 

-31 

56 

73 

81.0 

12 

3.28 

-1.77 

3.21 

14.0 

Bonks  A 

16 

31/14 

58 

19 

8.00 

155 

-30 

74 

71 

105.6 

12 

4.66 

0.80 

3.09 

17.6 

Bonks  A 

19 

24/17 

144 

12 

0.85 

10 

11 

52 

59 

70.5 

12 

1.24 

1.56 

1.77 

3.6 

Leisure  D 

24 

27/19 

345 

14 

0.33 

5 

14 

73 

46 

136.3 

02 

1.53 

1.68d 

2.00 

8.4 

Consumer  B 

4 

7/3 

166 

19 

0.00 

0 

-43 

49 

251 

69.6 

10 

0.89 

0.23 

0.24 

60.7 

Automotive  A 

24 

27/18 

175 

34 

0.85 

29 

24 

22 

47 

38.8 

01 

0.75 

0.69 

0.86 

14.8 

Retailing 

18 

20/11 

1178 

33 

0.44 

15 

7 

8 

60 

10.7 

12 

0.72 

0.55 

0.66 

13.7 

Metols  C 

49 

57/43 

141 

10 

4.50 

44 

17 

62 

22 

61.8 

12 

4.19 

5.01 

5.49 

1.1 

Nonbonk  fin.  A 

27 

34/24 

299 

19 

3.70 

69 

16 

65 

40 

53.4 

12 

1.71 

1.45 

1.77 

7.3 

Nonbonk  fin.  A 

18 

25/15 

153 

36 

2.18 

78 

-29 

65 

59 

121.4 

09 

1.65 

0.51 

1.28 

17.5 

Manufacturing  B 

27 

27/19 

282 

17 

1.20 

20 

27 

43 

40 

23.5 

12 

1.36 

1.57 

1.86 

3.6 

Consumer  A 

23 

30/20 

93 

7 

3.46 

25 

12 

45 

47 

57,1 

12 

1.83 

3.17 

3.35 

5.1 

Nonbank  fin.  B 

39 

48/34 

372 

NM 

0.67 

74 

-2 

63 

28 

50.4 

12 

0.40 

0.35 

0.50 

11.2 

Telecomms.  A 

26 

30/22 

114 

8 

5.00 

40 

22 

39 

42 

25.4 

12 

2.90 

3.20 

3.66 

2.0 

Banks  A 

13 

20/9 

NEG 

NM 

0.00 

0 

37 

37 

82 

79.1 

12 

0.24 

-0.23 

0.39 

51.1 

Food  C 

32 

39/25 

431 

23 

1.14 

26 

9 

48 

34 

74.4 

12 

1.27 

1.36 

1.62 

4.6 

Services  B 

33 

37/21 

181 

15 

1.99 

29 

50 

65 

32 

153.8 

02 

1.38 

2.25d 

2.60 

4.1 

Leisure  D 
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HOW  FUJITSU  HELPS 
A  LEGENDARY  RAILROAD 
MAKE  HISTORY. 

The  Union  Pacific  Railroad  is  not  just 
a  company,  it's  a  call  to  the  consciousness 
of  a  nation.  Created  by  Abraham  Lincoln's 
signing  of  the  Pacific  Railroad  Act  of  1862, 
it  laid  tracks  across  a  wild  continent  from 
Omaha,  Nebraska  to  Promontory  Utah, 
where  it  met  the  Central  Pacific  coming 
from  the  sea.  A  golden  spike  marked  the 
birtn  of  America's  first  transcontinental 
railroad. 

SETTLED  THE 
AMERICAN  WEST 

Union  Pacific  settled  the  American 
West,  carrying  hundreds  of  thousands 
of  pioneers  into  the  world  of  wide  open 
spaces.  It  made  history  then,  and  it's  still 
making  history:  today  it  is  one  of  America's 
most  progressive  railroads,  with  23,000 
miles  of  track  in  20  states,  30,000  em- 
ployees, and  a  reputation  for  far-sighted 
thinking  in  every  area  of  its  operations- 
including  its  remarkable  communications 
network. 

NATIONWIDE 
NETWORK 

Union  Pacific  owns  a  private  voice 
and  data  communications  network,  one  of 
the  largest  in  the  world.  Covering  tens  of 
thousands  of  miles  nationwide  and  func- 
tioning as  the  railroad's  central  nervous 
system,  it  is  extremely  sophisticated  and 
absolutely  crucial  to  the  company's  suc- 
cess. Which  is  why  when  Union  Pacific 

FujiVsu 


recently  decided  to  upgrade  the  network, 
it  turned  to  Fujitsu. 

TOP  COMPUTER  AND 
COMMUNICATIONS  MAKER 

Fujitsu  IS  one  of  the  world's  top  com- 
puter and  telecommunications  makers, 
with  100,000  employees,  annual  sales  of 
$18  billion,  and  projects  completed  in  a 
hundred  countnes.  A  high-tech  giant  that's 
a  major  force  in  the  global  information 
revolution,  Fujitsu  gave  Union  Pacific 
a  multi-nodal  integrated  voice  and  data 
communications  system  that  is  the  next 
generation  of  business  telecommunica- 
tions. The  system  will  boost  productivity 
upgrade  customer  service,  and  help  the 
railroad  keep  making  history— by  helping 
it  be  what  it  has  always  been:  a  living 
legend  that  knows  wherp  thp  future  is. 


Jim  Merrick  of  Union  Pacific  talks  to  Jay 
SchrimpI  of  Fujitsu  before  the  Fujitsu  F9600  ISDN 
switching  system.  Union  Pacific  recently  purchased 
a  number  of  such  systems,  one  of  the  most 
advanced  in  the  world,  to  function  as  node  points 
In  Its  nationwide  communications  network.  For 
Information  call  Fujitsu  Business  Communication 
Systems  at  1-800-654-0715. 


The  global  computer     communications  company. 


MADlrCT 

U  A  1  lie 
VALUE 

MARGINS 

RETURN 

A  CCCTC 

$  MIL 

YEAR 

AGO 
RANK 

12 
MONTHS 
1989 
S  MIL 

CHANGE 
FROM 
1988 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 

12 
MONTHS 
1988 

% 

OH 
INVESTED 

% 

ON 
COMMON 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGt 
FROM 
1988 

f 

511 

MOLEX 

1053 

568 

579 

5 

62.5 

11 

10.8 

10.2 

13.4 

13.6 

:  565 

7 

512 

JOSTENS 

1053 

646 

753 

18 

58.2 

41 

7.7 

6.5 

22.4 

25.0 

446 

7 

513 

GEORGIA  GULF 

1052 

483 

1104 

4 

192.0 

-1 

17.4 

18.3 

58.0 

65.8 

473 

3 

514 

KELLY  SERVICES 

1052 

576 

1377 

9 

70.8 

17 

5.1 

4.8 

26.1 

26.1 

394 

21 

515 

SHEARSON  LEHMAN  HUTTON  HOLDING 

1051 

317 

12398y 

18 

109.8 

13 

0.9 

0.9 

51.6 

5.7 

;  74929 

-10 

:  2* 

516 

SPIEGEL 

1045 

721 

1651 

21 

73.3 

29 

4.4 

4.2 

10.7 

20.1 

1424 

18 

■  2* 

517 

MONTANA  POWER 

1041 

562 

488 

10 

74.4 

4 

15.2 

16.2 

8.4 

8.9 

1946  1 

.  a 

518 

OHIO  CASUALTY 

1039 

563 

1577 

4 

101.5 

-21 

6.4 

8.4 

13.1 

13.1 

3146 

8 

■  SI 

519 

PERKIN-ELMER 

1038 

525 

813 

9 

44.1 

-3 

5.4 

6.1 

8.6 

7.1 

•  1029 

-19 

520 

B.  F.  GOODRICH 

1037 

405 

2420 

4 

171.2 

-17 

7.1 

8.8 

NA 

14.2 

2274 

10 

521 

CYPRUS  MINERALS 

1033 

496 

1790 

35 

250.1 

47 

14.0 

12.8 

17.8 

20.4 

•  1800 

9 

522 

KANSAS  CITY  POWER  8  LIGHT 

1031 

549 

731 

-1 

108.6 

3 

14.9 

14.3 

9.0 

12.2 

2603 

-2 

.  Hi 

523 

MAXUS  ENERGY 

1030 

642 

604 

5 

-31.0 

NM 

NM 

NM 

-23.4 

NM 

;  1482 

-18 

524 

KING  WORLD  PRODUCTIONS 

1029 

702 

428 

34 

78.3 

18 

18.3 

20.8 

45.6 

80.9 

:  401 

146 

525 

AMGEN 

1028 

633 

148 

116 

3.8 

192 

2.5 

1.9 

1.8 

2.2 

281 

46 

.  :  «/ 

526 

MITCHELL  ENERGY  S  DEVELOPMENT 

1020 

673 

658 

14 

30.4 

3129 

4.6 

0-2 

6.6 

5.3 

2044 

5 

527 

GENERAL  SIGNAL 

1018 

522 

1918 

9 

78.5 

211 

4.1 

1.4 

12.9 

16.1 

1323 

-2 

528 

ALLERGAN 

1007 

NR 

807 

7 

57.3 

-21 

7.1 

9.6 

12.9 

12.9 

936 

14 

529 

E-SYSTEMS 

1005 

555 

1626 

13 

83.0 

11 

5.1 

5.2 

14.1 

15.4 

852 

12 

530 

BATTLE  MOUNTAIN  GOLD 

999 

487 

131 

-7 

26.4 

-56 

20.2 

42.2 

10.0 

13.2 

322 

68 

531 

RAYCHEM 

998 

428 

1099 

0 

25.4 

-75 

2.3 

9.3 

3.0 

3.4 

1289 

9 

•  »/ 

532 

P.  H.  GIATFELTER 

989 

518 

599 

5 

92.9 

13 

15.5 

14.4 

25.4 

24.2 

550 

-17 

533 

PACIFIC  TELECOM 

989 

608 

657 

19 

73.5 

26 

11.2 

10.6 

12.7 

15.3 

1299 

5 

534 

ITEL 

987 

489 

2121 

29 

29.9 

21 

1.4 

1.5 

4.1 

3.0 

4157 

16 

535 

IMC  FERTILIZER 

980 

434 

1 157 

-2 

110.7 

-11 

9.6 

10.5 

11.6 

14.2 

1665 

11 

.536 

MATTEL 

977 

766 

1237 

25 

79.6 

122 

6.4 

3.6 

23.2 

37.3 

830 

20 

537 

McDERMOTT  INTERNATIONAL 

976 

671 

2704 

27 

-100.5 

NM 

NM 

NM 

NM 

-17.8 

3216 

-7 

538 

AMERICAN  NATIONAL  INSURANCE 

975 

500 

1013 

9 

101.4 

8 

10.0 

10.1 

NA 

6.3 

NA 

NA 

539 

GENERAL  INSTRUMENT 

969 

508 

1355 

7 

87.6 

4 

6.5 

6.6 

14.7 

19.0 

1153 

-14 

540 

BOWATER 

965 

507 

1450 

3 

144.6 

-12 

10.0 

1  1.7 

11.3 

15.6 

2284 

21 

H' 

541 

TIMKEN 

962 

512 

1533 

-1 

55.3 

-16 

3.6 

4.2 

5.9 

5.2 

1566 

-3 

Tut 

.542 

U.  S.  SHOE 

961 

561 

2492a 

10 

51.4 

871 

2.1 

0.2 

9.4 

9.6 

1 196 

0 

543 

CONTINENTAL  BANK 

961 

575 

3203 

16 

286.1 

-9 

8.9 

1 1.4 

39.5 

18.7 

29549 

5 

544 

FLEMING 

961 

551 

12045 

15 

80.1 

22 

0.7 

0.6 

8.3 

1 1.0 

2689 

5 

.545 

ESSELTE  BUSINESS  SYSTEMS 

959 

627 

1435y 

2 

53.6 

-9 

3.7 

4.2 

10.9 

11.2 

1142 

6 

:4*; 

CHAMBERS  DEVELOPMENT 

956 

785 

182 

33 

27.1 

39 

14.9 

14.2 

7.1 

12.8 

517 

72 

.547 

COMMUNITY  PSYCHIATRIC  CENTERS 

954 

432 

320 

21 

72.0 

23 

22.5 

22.0 

15.7 

16.7 

475 

2 

■m 

IPALCO  ENTERPRISES 

948 

577 

595 

-2 

100.8 

-5 

16.9 

17.4 

10.2 

13.5 

1778 

1 

.">4i< 

JOHN  H.  HARLAND 

948 

582 

345 

3 

58.1 

9 

16.8 

16.0 

20.9 

21.8 

321 

9 

IDAHO  POWER 

947 

597 

496 

20 

84.7 

73 

17.1 

1  1.9 

10.3 

13.6 

1625 

1 

! 

ALLEGHENY  LUDIUM 

946 

556 

1180 

-2 

133.8 

23 

11.3 

9.0 

34.7 

43.5 

785 

11 

NERCO 

944 

763 

711 

7 

68.1 

-10 

9.6 

1  1.4 

11.8 

13.1 

1301 

8 

.553 

THOMAS  &  BEITS 

944 

591 

544 

6 

53.7 

-8 

9.9 

1 1.4 

13.7 

16.3 

564 

14 

5.54 

CALOON  CARBON 

942 

801 

253 

12 

35.2 

19 

13.9 

13.0 

23.7 

24.9 

234 

19 

dil 

PREMARX  INTERNATIONAL 

940 

464 

2592 

8 

78.4 

-35 

3.0 

5.1 

9.1 

10.1 

1757 

6 
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ALU&TION 

DIVIDENDS 

[  AKniNu^ 

PER  SHARE 

iUnilCTDV  ADAIID 

ECENT 
HARE 
'RICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 

VALUE 

RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 

% 

INSTI 
TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL, 

TURN- 
OVER 

% 

FY 

1988 
ACTUAL 
$ 

1989 
ACTUAL 
$ 

ANALYSTS'  ESTIMATES 
1990  VARI- 
EST  ATION 

$  % 

41 

43/30 

230 

18 

0.08 

1 

16 

39 

26 

76.0 

06 

2.34 

2.28 

2.49 

4.5 

Electrical  D 

26 

30/19 

465 

19 

2.73 

52 

36 

56 

40 

39.2 

06 

1.24 

1.39 

1.61 

3.7 

Manufacturing  A 

43 

60/36 

361 

6 

2.31 

13 

-9 

38 

24 

266.5 

12 

6.75 

7.58 

5.84 

9.3 

Chemicals 

35 

42/27 

388 

15 

1.89 

28 

24 

29 

30 

28.5 

12 

2,01 

2.36 

2.62 

1.6 

Services  E 

12 

24/10 

70 

13 

6.32 

79 

-36 

76 

88 

28.6 

12 

0.81 

0.95 

1.12 

39.0 

Nonbank  fin.  A 

20 

24/10 

286 

14 

1.89 

27 

115 

6 

52 

29.8 

12 

1.18 

1.41 

1.62 

4.4 

Retailing 

21 

22/17 

131 

15 

6.72 

98 

27 

45 

49 

90.6 

12 

1.42 

1.45 

1.83 

6.0 

Utilities  A 

50 

53/35 

134 

10 

4.69 

49 

19 

NA 

21 

71.9 

12 

5.88 

4.74 

5.29 

7.6 

Nonbank  fin.  B 

24 

29/21 

167 

22 

2.85 

63 

5 

69 

43 

101.5 

07 

1.35 

1.08 

1.20 

13.9 

Electrical  C 

41 

69/37 

91 

6 

5.17 

33 

-19 

63 

25 

210.7 

12 

7.99 

6.43 

4.21 

15.0 

Chemicals 

27 

33/22 

89 

4 

2.96 

13 

4 

61 

38 

115.4 

12 

4.21 

6.06 

3.53 

30.3 

Metals  C 

33 

36/28 

123 

10 

7.67 

77 

23 

44 

31 

53.1 

12 

3.20 

3.31 

3.35 

2.2 

Utilities  A 

11 

12/7 

NEG 

NM 

0.00 

0 

54 

53 

91 

78.7 

12 

-1.21 

-0.86 

-0.50 

49.3 

Fuel  B 

41 

44/23 

1063 

14 

0.00 

0 

65 

51 

25 

88.3 

08 

2.28 

2.91 

3.34 

2.7 

Leisure  B 

60 

60/36 

607 

53 

0.00 

0 

52 

37 

17 

469.0 

03 

-0.49 

1.14d 

1.50 

17.0 

Health  care  B 

22 

22/14 

178 

33 

1.93 

65 

55 

22 

47 

18.6 

01 

0.02 

0.65 

0.76 

17.8 

Fuel  B 

53 

58/46 

209 

13 

3.37 

44 

7 

73 

19 

69.4 

12 

0.91 

4.12 

4.67 

6.7 

Electrical  C 

15 

26/12 

226 

12 

0.80 

9 

NA 

NA 

67 

NA 

12 

NA 

1.30d 

1.24 

18.1 

Health  care  B 

32 

38/27 

186 

12 

1.54 

19 

3 

52 

31 

60.1 

12 

2.40 

2.65 

3.03 

2.4 

Electrical  B 

15 

19/13 

500 

38 

0.66 

25 

3 

31 

66 

106.6 

12 

0.91 

0.40 

0.61 

20.7 

Metals  C 

28 

39/26 

132 

27 

1.15 

31 

-21 

70 

36 

73.2 

06 

3.69 

1.04 

1.30 

52.5 

Electrical  A 

42 

49/39 

258 

1 1 

2.37 

26 

0 

72 

23 

12.3 

12 

3.40 

3.85 

3.90 

7.4 

Paper  B 

26 

29/19 

206 

13 

4.04 

54 

33 

6 

38 

12.3 

12 

1.52 

1.91 

NA 

NM 

Telecomms.  A 

20 

29/18 

125 

43 

0.00 

0 

-9 

68 

49 

40.2 

12 

0.44 

0,47 

1.28 

19.8 

Conglomerates 

37 

49/31 

126 

7 

2.90 

21 

-20 

46 

26 

137.7 

06 

3.88c 

5.27 

3.36 

5.0 

Chemicals 

20 

21/10 

457 

13 

0.00 

0 

74 

50 

48 

1 15.8 

12 

0.75 

1.60 

1.90 

8.0 

Leisure  D 

26 

26/16 

173 

NM 

3.83 

DEf 

55 

66 

37 

117.7 

03 

-3.09 

-2.08d 

-0.28 

185.4 

Manufacturing  C 

35 

39/33 

64 

10 

4.64 

45 

0 

22 

28 

8,8 

12 

3.33 

3.59 

3.44 

5.7 

Nonbank  fin.  B 

35 

42/27 

210 

12 

1.42 

17 

9 

55 

28 

301.4 

02 

2.55 

2.91d 

3.26 

5.7 

Electrical  B 

27 

34/23 

109 

7 

4.44 

31 

-9 

56 

36 

140.8 

12 

4.37 

3.86 

2.78 

10.5 

Paper  B 

32 

39/26 

90 

17 

2.92 

49 

-20 

65 

31 

46.6 

12 

2.34 

1.88 

2.39 

6.0 

Manufacturing  C 

22 

22/16 

179 

14 

2.14 

31 

13 

68 

45 

1 19.4 

01 

0.29 

1.49d 

2.09 

19.9 

Retailing 

18 

27/15 

74 

4 

5.59 

22 

-7 

44 

54 

55.5 

12 

5.19 

4.64 

3.17 

13.5 

Banks  B 

32 

40/28 

142 

13 

3.14 

39 

0 

70 

30 

106.3 

12 

2.43 

2,54 

2.98 

2.2 

Food  A 

47 

47/32 

201 

18 

2.06 

37 

42 

16 

21 

21.8 

12 

2.87 

2.60 

NA 

NM 

Office  equipment  A 

35 

39/21 

451 

33 

0.00 

0 

48 

42 

27 

31.9 

12 

0.84 

1.06 

1.38 

2.7 

Services  C 

20 

35/20 

222 

13 

1.77 

23 

-11 

67 

47 

98.6 

1 1 

1.54 

1.56 

1.80 

2.2 

Health  care  C 

25 

27/22 

134 

10 

6.81 

68 

18 

40 

38 

42.9 

12 

2.64 

2.54 

2.62 

2.7 

Utilities  A 

25 

25/20 

355 

16 

3.12 

51 

16 

50 

38 

56.8 

12 

1.41 

1.54 

1.73 

3.2 

Office  equipment  A 

28 

30/23 

161 

12 

6.67 

78 

27 

29 

34 

39.9 

12 

1.32 

2.37 

2.30 

4.8 

Utilities  A 

42 

42/32 

307 

7 

2.84 

20 

14 

45 

22 

31.4 

12 

4.81 

5.94 

4.55 

14.0 

Metals  B 

24 

25/16 

181 

13 

2.64 

34 

58 

14 

39 

12.3 

12 

2.26 

1.90 

2.08 

4,5 

Fuel  A 

56 

56/46 

286 

18 

3.60 

63 

15 

64 

17 

43.4 

12 

3.46 

3.16 

3.36 

6.6 

Electrical  0 

47 

48/25 

667 

27 

0.52 

14 

69 

45 

20 

101.6 

12 

1.47 

1.74 

2.15 

3.1 

Services  C 

28 

42/25 

121 

12 

3.01 

38 

-17 

66 

34 

58.2 

12 

3.50 

2.24 

2.56 

10.1 

Conglomerates 
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COHP&NY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

YEAR 
AGO 

12 
AAONTHS 
1989 

CHANGE 
FROM 

1988 

12 
MOffTHS 
1989 

CHANGE 
FliOM 

1988 

12 
MONTWS 
1989 

12 

MOKTHS 
1988 
% 

ON 
IKVESTH) 
CAPITAL 

ON 
COMMON 
EOUfTY 

12 
MONTHS 

1989 

CHANG. 
FROV 
1988 
%  f 

ARMCO 

940 

537 

2423 

—25 

210.0 

61 

8.7 

4.0 

20  9 

2489 

—1 1 

1  AFACGF 
LA r  n n w t 

939 

594 

1 497 

14 

1  QQ  Q 

7 

A  7 
O./ 

7.1 

9  7 

1  j.^ 

1  SSI 

oo 

OVEPSFAS  SHIPHOLDING  G60UP 

938 

598 

310y 

■] 

52  0 

12 

16  8 

15.1 

6  2 

7  3 

1446 

10 

Wf  1  1  MAN 

935 

T  1  1 

438 

44 

1  Z.J 

12.1 

OQ  A 
ZO-O 

29.4 

861 

254 

560 

FEDERAL  PAPER  BOARD 

932 

485 

1310 

17 

205.5 

43 

15  7 

12.8 

16  8 

1611 

27 

HUNTINGTON  BANCSHAPF^ 

930 

632 

1 1 60 

22 

108  0 

10 

9  3 

10.3 

25  1 

17  2 

1  lAcn 

1 4 

562 

ROWAN 

929 

859 

226 

4 

—37.8 

NM 

NM 

NM 

NM 

—7  6 

756 

_3 

WANG  LABORATORIES 

926 

382 

2697 

—  10 

—408  6 

NM 

NM 

1.9 

NM 

—38  4 

2406 

—17 

MELLON  BANK 

926 

586 

3607 

10 

181  0 

NM 

5  0 

NM 

NA 

ins 

1  U.J 

31467 

1 

922 

584 

790 

91  3 

8 

1 1  6 

11.0 

0 

111 

onoo 

6 

— -— 

MEDLO  CONTAINMENT  SERVICES 

916 

770 

850 

40 

—10  1 

NM 

NM 

4.1 

—6  2 

—3  8 

508 

A 
O 

•567 

BETZ  LiBOBATOBIES 

9 1 3 

6  ^  2 

517 

1 5 

55  9 

15 

10  8 

10.8 

07  Ci 
£.1  .\J 

0  AO 
JOt 

1  A 
1  O 

56S 

OWENS-CORNING  FI6ERGLAS 

913 

467 

3000 

172  0 

-13 

5  7 

7.0 

28  3 

NM 

1924 

21 

SHAW  INDUSTPIES 

9 1 1 

933 

1 266 

1 3 

55  6 

38 

3.6 

13  8 

26  8 

690 

TO 

570 

MULTIMEDIA 

910 

499 

463 

38  7 

44 

8  4 

6.1 

40  2 

NM 

406 

Q 

PROGRESSIVE 

895 

592 

1 393 

78  0 

-28 

5  6 

8.0 

1 6  7 

2647 

1  _4 

ADOBE  SYSTEMS 

892 

865 

121 

45 

33  7 

60 

27  8 

25.3 

56  8 

57  3 

94 

44 

573 

PSI  HOLDINGS 

88  7 

62 1 

1 059 

2 

1 38  2 

19 

13  1 

11.2 

1 4  5 

22  7 

2003 

_7 

574 

OGDEN  PROJECTS 

883 

NR 

335 

117 

25  4 

239 

7  6 

4.9 

NA 

20  7 

1 880 

24 

HELHERICH  &  PAYNE 

882 

7 1 8 

2 1 1 

3 1 

42  7 

110 

20  2 

12.6 

9  1 

9  2 

591 

2 

57  B 

FIRST  BANK  SYSTEM 

872 

435 

2534 

30 

2  4 

NM 

0  1 

NM 

—2  1 

20820 

—  14 

rOMMFPrF  riFiDING  HOIISF 

8]  1 

0/  / 

-31 

C  T 

O.  1 

8.1 

14  7 

1 A  n 
1  o.u 

SOI 

u 

olS 

ADISTFCH  rHFMirAI 

869 

OOA 

yyo 

— O 

-50 

15.4 

1  o.o 

A 

701 

7 

0  0  / 

640 

1 1 78 

1 2 

103.8 

17 

8-8 

8.4 

24.7 

1 4.3 

1 1361 

5 

580 

LONGS  DDUG  SLOPES 

LwnUJ    l/KUU  JIUKLJ 

0  0  y 

A'^A 
OO^ 

z  1  I  1 

1  n 
1  u 

O  1 .0 

10 

2  9 

2.9 

1  o.u 

19  3 

*>o  1 

14 

0  0^ 

5o4 

953 

3 

60.7 

0 

6.3 

6.5 

N  A 

1 8.3 

543 

6 

582 

HGM  MA  f OMMIiNlf ATION^ 

0  V  1 

Of  7 

918 

JO 

—38  8 

NM 

NM 

NM 

NM 

—117 

1 274 

_A 
— O 

0  JH 

J  1  J 

1 942 

■Jo.** 

-62 

1  7 

4.9 

0.  / 

J.  1 

1  TAO 

—J 

5S4 

Ck\  MAT 

k  A  Ln  A  1 

0  J  4 

544 

OrUy 

O 

/O.  I 

39 

TIT 

1  I.J 

8.5 

1  s  1 

OUT 

A 
O 

L/LAfl    I  \Jvv  J 

853 

^on 
jyu 

0  1  -  J 

33 

J  4 

2.9 

1  ^  4 

1 8  0 

710 

OA 
ZO 

5S6 

852 

674 

1 4 

O  1 

-4 

9  2 

10.9 

14  0 

P  uoo 

14 

PNTiFIHADn 

526 

2403 

2 

—77.5 

NM 

NM 

2.7 

—5.6 

—9.9 

1  O  -(A 
I  J4U 

—5 

Fn^TFD  WHFFI  FD 

0  -4  4 

706 

1 243 

1 8 

33.6 

18 

2.7 

2.7 

NA 

/  .4 

1148 

12 

I  Wfl  J 

O  4  Z 

759 

522 1 

33 

—25. 1 

NM 

NM 

NM 

NM 

—  1  3.4 

1632 

0 

?  7  W 

Xifl 

04U 

1 246 

2 

D^.O 

48 

4./ 

2.9 

ISO 

865 

2 

r  D  RADn 

0  J  7 

778 

65.4 

-17 

8.4 

10.4 

1 7.7 

1 9.7 

565 

9 

1  nilKVII  1  F  TiA^  £  Fl  FfTDir 

0  io 

651 

677 

3 

76.1 

-1 1 

11.2 

12.9 

O  1 

o.  • 

111 

1905 

5 

fi  3  C 

443 

1863 

5 

—  10.9 

NM 

NM 

3.8 

NM 

-3.6 

1496 

-9 

!  594 

EQUIFAX 

829 

667 

840 

13 

35.7 

5 

4.2 

4.6 

12.5 

14.4 

551 

31 

1 

PORTLAND  GENERAL 

824 

502 

797 

5 

3.3 

-97 

0.4 

14.3 

3.2 

-1.2 

2536  1 

!  596 

CENTURY  TELEPHONE  ENTERPRISES 

823 

629 

213 

16 

22.2 

-5 

10.4 

12.7 

NA 

8.8 

688 

37 

|59T 

ATLANTIC  ENERGY 

823 

672 

705 

4 

89.7 

15 

12.7 

11.6 

9.5 

12.6 

1864 

9 

i  59S 

LOCIiiE 

821 

652 

474 

8 

58.2 

22 

12.3 

10.9 

20.9 

22.4 

402 

13 

^  -599 

NATIONAL  SEMICONDUCTOR 

820 

587 

1613 

30 

-202.2 

NM 

NM 

NM 

NA 

-25.8 

1361 

4 

:  4iC 

HAMILTON  OIL 

819 

647 

208 

7 

14.7 

-12 

7.1 

8.6 

7.7 

4.4 

783 

-27 
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AlPHASfTKAL  eOEJ  O  CaWi-itS  BJ06  (»  PAG 


UUATION 

DIVIDENDS 

SHARES 

ARNINGS 

PER  SHARE 

CENT 
WRE 
RICE 
$ 

12M0NTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL. 

TURN- 
OVER 

% 

FY 

1988 
AQUAL 
$ 

1989 
ACTUAL 
$ 

ANALYSTS 
1990 
EST 
$ 

■  ESTIMATES 
VARI- 
ATION 

% 

11 

14/9 

97 

5 

3.76 

17 

-6 

54 

88 

80.1 

12 

1.40 

2.29 

0.99 

34.7 

Metals  B 

19 

21/16 

124 

10 

2.12 

20 

17 

17 

50 

15,0 

12 

1.96 

1.98 

1.98 

10.8 

Housing  A 

27 

27/18 

131 

18 

1.86 

34 

42 

46 

35 

25,0 

12 

1.29 

1.46 

1.80 

1 1.3 

Transportation  D 

29 

43/20 

503 

16 

0.41 

7 

33 

68 

32 

148,8 

12 

1.32 

1.84 

2.32 

5.8 

Chemicals 

23 

30/21 

146 

5 

4.28 

20 

-2 

69 

40 

105,8 

12 

3.51 

5.00 

3.91 

15.6 

Containers  6 

18 

23/16 

148 

9 

4.1  1 

35 

18 

21 

52 

25,6 

12 

2.03 

2.11 

2.41 

5.6 

Banks  B 

13 

14/6 

188 

NM 

0.00 

0 

88 

75 

72 

101,4 

12 

-0.44 

-0.52 

0.14 

132.0 

Fuel  C 

6 

10/4 

87 

NM 

0.00 

0 

-48 

38 

165 

62,7 

06 

0.56 

-1.96 

-0.57 

70.3 

Office  equipment  B 

25 

38/24 

76 

8 

5.52 

42 

-1 

56 

36 

101,2 

12 

-3.65 

3.33 

4.97 

4.8 

Banks  A 

20 

21/17 

144 

1 1 

7.85 

86 

21 

28 

47 

32,0 

12 

1.70 

1.80 

1.85 

2.3 

Utilities  A 

20 

20/12 

342 

32 

0.21 

7 

35 

72 

47 

124,4 

06 

0.49 

0.61 

0.63 

24.9 

Health  care  A 

64 

64/48 

441 

18 

2.93 

53 

19 

80 

14 

90,3 

12 

3. 15 

3.53 

3.84 

4.3 

Chemicals 

23 

37/21 

NEG 

6 

0.00 

0 

-20 

65 

40 

69,9 

12 

4.71 

4.08 

4.07 

9.0 

Housing  A 

30 

32/12 

439 

19 

1.65 

32 

126 

42 

30 

58,1 

06 

1.07 

1.57 

2.17 

3.8 

Manufacturing  D 

81 

108/72 

NEG 

26 

0.00 

0 

-13 

62 

11 

39.6 

12 

2.20 

3.11 

3.73 

2.9 

Publishing/TV  A 

35 

43/27 

192 

12 

1.25 

15 

29 

56 

25 

48,6 

12 

3.86 

2.93 

3.80 

7,5 

Nonbank  fin.  B 

44 

44/14 

1517 

29 

0.45 

13 

50 

55 

20 

461.0 

11 

0.98 

1.55 

2.03 

6.7 

Office  equipment  C 

16 

18/13 

161 

7 

4.89 

34 

25 

73 

54 

73,7 

12 

1.84 

2.32 

1.92 

13,3 

Utilities  A 

25 

31/16 

788 

33 

0.00 

0 

NA 

NA 

36 

NA 

12 

0.23 

0.74 

0.97 

4.2 

Utilities  A 

37 

38/22 

189 

39 

1.21 

47 

64 

58 

24 

59,7 

09 

0.83 

0.94 

1.34 

23.3 

Fuel  C 

14 

27/12 

1 10 

NM 

5,91 

DEF 

-25 

60 

63 

119,2 

12 

-5.25b 

-0.27 

1.85 

15.1 

Banks  B 

49 

66/38 

405 

26 

2.86 

73 

-10 

62 

18 

29,4 

12 

2.75 

1.92 

2.39 

4,8 

Publishing/TV  B 

27 

28/17 

261 

11 

3.74 

42 

13 

39 

32 

305,2 

12 

4.41 

2.36 

2.02 

12,0 

Chemicals 

28 

34/24 

123 

9 

4.29 

37 

16 

40 

31 

64,0 

12 

2.92b 

3.25 

3.49 

2,2 

Banks  C 

43 

49/35 

272 

14 

2.25 

32 

15 

35 

20 

23.4 

01 

2.75 

3.01 

3.30 

0.7 

Health  care  A 

22 

26/20 

260 

15 

2.60 

39 

-5 

42 

40 

61,4 

05 

1.58 

1.45d 

1.75 

3,3 

Metals  B 

17 

23/11 

260 

NM 

0.00 

0 

-16 

5 

51 

34.0 

08 

-0.97 

-1.48 

-0.75 

119,1 

Leisure  B 

29 

30/21 

131 

29 

2.38 

69 

-4 

76 

30 

85.6 

12 

2.53 

0.98 

2.44 

5,9 

Manufacturing  A 

28 

31/25 

165 

1 1 

1.98 

22 

9 

32 

30 

23.7 

12 

1.82 

2.52 

NA 

NM 

Housing  A 

32 

38/29 

250 

14 

2.10 

30 

14 

32 

27 

27.7 

05 

2.28 

2.22d 

2.61 

2,7 

Food  B 

34 

46/28 

237 

17 

4.33 

73 

16 

36 

25 

49.5 

12 

2.17 

2.00 

2.33 

5.1 

Telecomms.  B 

19 

26/19 

108 

NM 

2.95 

DEF 

-9 

44 

45 

34.0 

12 

1.42 

-1.72 

1.49 

9,1 

Chemicals 

24 

26/16 

186 

25 

1.84 

46 

50 

60 

35 

91.3 

12 

0.81 

0.95 

1.14 

6,6 

Services  A 

22 

24/13 

450 

NM 

0.00 

0 

61 

19 

39 

50.7 

12 

-0.77 

-0.65 

0.45 

28,9 

Food  C 

20 

27/13 

243 

17 

2.17 

37 

63 

53 

41 

108.5 

1 1 

0.77 

1.20 

1.45 

2,4 

Food  B 

15 

27/15 

252 

13 

2.62 

34 

-23 

64 

55 

1 13.9 

12 

1.38 

1.18 

1.37 

5,3 

Health  care  D 

40 

42/32 

139 

12 

6.97 

87 

29 

28 

21 

47.8 

12 

3.70 

3.20 

3.42 

4,4 

Utilities  A 

34 

45/32 

202 

NM 

3.07 

DEF 

-21 

63 

25 

48.4 

09 

2.27 

-0.40 

3.05 

6,6 

Chemicals 

17 

20/13 

336 

23 

2.84 

66 

22 

43 

49 

37.9 

12 

0.74 

0.73 

1.06 

4,2 

Nonbank  fin.  A 

18 

26/16 

97 

NM 

10,97 

DEF 

-14 

31 

46 

84.9 

12 

2.11 

-0.21 

1.92 

8,8 

Utilities  A 

27 

37/24 

328 

36 

1.52 

55 

2 

52 

31 

48.5 

12 

0.86 

0.74 

1.00 

8.9 

Telecomms.  A 

37 

40/33 

128 

10 

7,89 

77 

21 

27 

23 

43.0 

12 

3.68 

3.74 

3.78 

2.9 

Utilities  A 

45 

51/36 

316 

15 

2.48 

37 

22 

39 

18 

47.7 

06 

2.32 

3.03 

3.37 

1.8 

Chemicals 

8 

9/5 

100 

NM 

0.00 

0 

-16 

50 

103 

110.0 

05 

-2.09 

-0.1 9d 

0.50 

35.8 

Electrical  D 

32 

36/25 

290 

66 

0.32 

21 

18 

23 

26 

22.5 

12 

0.56 

0.48 

0.85 

20.7 

Fuel  B 

OTNOTES  10  TABLES  APPEAR  ON  PAGES  214-215 
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COMPANY 

MARKET 

VALUE 

SALt. 

1  j 

MARGINS 

RfaiRN 

ASSETS 

5  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1989 
S  MIL 

CHANGE 
FROM 

1988 

12 
MONTHS 
1989 
i  MIL 

CHANGE 
FROM 
1988 

12 
MONTHS 
1989 

% 

12 
MONTHS 
1988 

% 

ON 
INVESTED 
CAPfTAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1989 
S  MIL. 

CHANI 
FROV 
198£, 

% 

tr 
J 
1 

K 

601 

CONTROL  DATA 

818 

559 

2935 

-19 

-680.4 

NM 

NM 

0.0 

NM 

NM 

1861 

-27 

1  <  Si' 

602 

FIRST  OF  AMERICA  BANK 

817 

837 

1306 

18 

122.9 

15 

9.4 

9.7 

14.1 

13.8 

12793 

6 

603 

BERGEN  BRUNSWIG 

813 

829 

4044y 

12 

50,5 

34 

1.3 

1.0 

9.4 

12.5 

1318 

2J 

1  :  K 

604 

FRUIT  OF  THE  LOOM 

809 

839 

1321 

31 

72.0 

-1 

5.5 

7.3 

10.6 

23.6 

1874  J 

■  •  H 

605 

IBP 

805 

614 

9129  1 

35.3 

-43 

0.4 

0.7 

7.3 

7.2 

1325 

3 

1  ;  & 

606 

CRANE 

804 

765 

1456 

1 1 

55.9 

14 

3.8 

3.7 

NA 

20.4 

679 

-9I 

•  * 

607 

CHRIS-CRAFT  INDUSTRIES 

799 

625 

268 

7 

473.3 

4281 

176.9 

4.3 

NA 

65.9 

2017 

132 

608 

U.  S.  CELLULAR 

794 

570 

40 

123 

-18.3 

NM 

NM 

NM 

NM 

-16.3 

166 

57^ 

..  » 

609 

AMERITRUST 

794 

560 

1200 

14 

1 15.9 

12 

9.7 

9.8 

19.0 

15.7 

11233 

5 

[ :  » 
mx. 

610 

KANSAS  POWER  S  LIGHT 

791 

604 

1 128 

-3 

72.8 

-9 

6.5 

6.8 

9.2 

11.5 

1959  9^ 

611 

LORAL 

790 

540 

1156 

-9 

69.2 

4 

6.0 

5.2 

9.8 

12.4 

1459  -n 

til2 

ACUSON 

789 

694 

227 

35 

38.1 

38 

16.7 

16.3 

28.4 

28.4 

170 

37^ 

6i:; 

BEMIS 

789 

678 

1077 

1 

47.0 

19 

4.4 

3.7 

14.9 

18.1 

632 

6 

.;i4 

CARTER-WALLACE 

787 

708 

540 

5 

49.6 

13 

9.2 

8.5 

14.6 

14.9 

498 

12 

1  n 
1  1 

1  VI 
1  s. 
1  w 

T  CI 

615 

KEYSTONE  INTERNATIONAL 

787 

780 

376 

14 

36.8 

20 

9.8 

9.4 

NA 

19.3 

366  8 

>■«:>: 

FMC  GOLD 

786 

607 

152 

-1 1 

48.9 

-20 

32.3 

35.8 

34.4 

34.4 

164 

35 

•5 1 T 

PEOPLES  ENERGY 

784 

664 

1251 

5 

87.3 

-3 

7.0 

7.6 

11.2 

15.3 

1641 

4 

UNION  BANK 

782 

601 

1650 

110 

138.9 

131 

8.4 

7.6 

NA 

NA 

15376 

2 

NORTHROP 

780 

411 

5248 

-9 

-63.5 

NM 

NM 

NM 

NM 

-6.9 

3196 

2 

COMERICA 

778 

619 

1250 

20 

77.6 

-31 

6.2 

10.7 

15.8 

1 1.9 

12150 

9 

i  » 

:  !5 

i  HI 

'  Kr 

MIDLANTIC 

776 

377 

2320 

26 

206.3 

-7 

8.9 

12.1 

18.3 

14.0 

23666 

20 

MYLAN  LABORATORIES 

774 

NR 

90 

-3 

20.3 

-9 

22.6 

23.8 

17.1 

17.3 

136 

20 

62:] 

ROLLINS  ENVIRONMENTAL  SERVICES 

773 

665 

172 

17 

-11.8 

NM 

NM 

20.1 

NM 

-8.4 

220  7 

624 

CLARK  EQUIPMENT 

772 

727 

1392 

9 

64.7 

47 

4.7 

3.5 

12.2 

13.2 

1012 

7 

<  w 

625 

SERVICE  CORP.  INTERNATIONAL 

768 

550 

521 

NA 

53.6 

NA 

10.3 

NA 

NA 

7.1 

1613 

•■•-•> 

UJB  FINANCIAL 

766 

530 

1224 

19 

118.5 

2 

9.7 

11.2 

NA 

13.9 

12172 

12 

8 

1  IV 

627 

KENTUCKY  UTILITIES 

766 

644 

532 

-5 

82.3 

4 

15.5 

14.2 

10.6 

14.5 

887 

-36 

62^ 

CENTRAL  ILLINOIS  PUBLIC  SERVICE 

765 

639 

605 

-2 

71.2 

-17 

11.8 

14.0 

8.2 

10.9 

1716 

2 

-  H 
*  lit 
■  W 

(;29 

WITCO 

763 

573 

1588 

0 

35.0 

-51 

2.2 

4.5 

5.4 

5.8 

1 141 

; 

630 

EQUITABLE  RESOURCES 

763 

637 

512 

26 

50.9 

8 

9.9 

1  1.6 

9.7 

10.5 

1139 

7 

(i:Hl 

BANCORP  HAWAII 

763 

704 

762 

21 

79.9 

7 

10.5 

1 1.9 

18.9 

17.1 

8317 

25 

•'.:;2 

INTERNATIONAL  LEASE  FINANCE 

762 

617 

334y 

57 

61.2 

41 

18.3 

20.4 

6.4 

16.2 

2580 

4i 

■  sr 

6:>o 

COOPER  TIRE  &  RUBBER 

761 

803 

867 

16 

58.2 

42 

6.7 

5.5 

16.2 

18.8 

520 

17 

6:i4 

HAWAIIAN  ELECTRIC  INDUSTRIES 

760 

688 

884 

21 

68.7 

15 

7.8 

8.1 

7.6 

13.2 

3056 

19 

'  t" 
-  vn 

635 

MILLIPORE 

759 

565 

658 

6 

52.9 

-3 

8.0 

8.8 

1 1.4 

13.6 

616  14 

636 

EDISON  BROTHERS  STORES 

757 

917 

1074 

NA 

61.2 

NA 

5.7 

NA 

21.3 

27.7 

537 

V! 

(>i7 

CONNER  PERIPHERALS 

757 

NR 

705 

175 

41.4 

110 

5.9 

7.7 

14.6 

20.6 

468 

137 

» 

638 

MANUFACTURERS  NATIONAL 

654 

1099 

19 

107.3 

1  1 

9.8 

10.4 

26.0 

16.4 

10305 

11 

YELLOW  FREIGHT  SYSTEM 

581 

2220 

10 

18.6 

-73 

0.8 

3.4 

4.7 

4.2 

1082 

t 

MAGMA  POWER 

934 

63y 

142 

22.3 

140 

35.3 

35.7 

NA 

15.6 

284 

27 

C3I  INDUSTRIES 

783 

I496y 

9 

34.3 

25 

2.3 

2.0 

7.1 

7.2 

1359 

UNITED  BRANDS 

734 

3823 

9 

67.8 

12 

1.8 

1.7 

12.0 

14.4 

1660 

1: 

64;* 

^DViiCEO  MICRO  DEVICES 

669 

1105 

-2 

46.1 

138 

4.2 

1.7 

NA 

5.2 

1122 

11/ 

644 

iffiliAIED  PUBLICATIONS 

201 

542 

1 

43.6 

-16 

8.0 

9.7 

15.6 

22.3 

439 

645 

;  COMPUr^R  Sf|:HCES 

602 

1443 

15 

58.4 

18 

4.0 

4.0 

14.1 

13.5 

869 

2: 
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AlPHABfBCAl  1N0€X  Of  COMPANIES  BfGINS  ON  PAS 


DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

IKENT 

12  MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

SHARE 
PRICE 
t 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

PE 
RATIO 

YIELD 

% 

PAYOUT 

/o 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 

MIL. 

TURN- 
OVER 

% 

FY 

1988 
AQUAL 
$ 

1989 
AQUAL 
$ 

1990 
EST 
$ 

VARI- 
ATION 

% 

19 

24/16 

146 

NM 

0.00 

0 

-17 

70 

42 

116.2 

12 

0.03  - 

16.11 

1.25 

31.8 

Office  equipment  B 

46 

56/38 

108 

8 

4.78 

38 

20 

40 

18 

46.5 

12 

5.98b 

5.80 

6.72 

4.2 

Banks  B 

25 

27/20 

202 

13 

1.31 

17 

17 

53 

33 

57.5 

08 

1.43 

1.85 

1.80 

5.3 

Health  care  A 

13 

16/7 

265 

11 

0.00 

0 

70 

34 

62 

132.5 

12 

1.19 

1.17 

1.42 

13.2 

Consumer  A 

17 

19/14 

164 

23 

3.53 

81 

18 

35 

47 

62.3 

12 

1.32 

0.74 

1.11 

27.2 

Food  B 

25 

25/16 

293 

15 

2.96 

44 

41 

48 

32 

57.9 

12 

1.46 

1.72 

1.96 

3.0 

Manufacturing  A 

34 

44/25 

111 

2 

0.00 

0 

26 

39 

24 

69.7 

12 

0.88 

19.28 

NA 

NM 

Publishing/TV  A 

28 

41/24 

943 

NM 

0.00 

0 

-9 

NA 

28 

15.8 

12 

-0.27c 

-0.44d 

-0.07 

106.4 

Teiecomms.  A 

21 

29/20 

108 

7 

6.02 

41 

-2 

41 

37 

46.8 

12 

2.62 

3.11 

3.34 

3.3 

Banks  B 

23 

25/22 

129 

11 

7.87 

88 

10 

29 

35 

42.2 

12 

2.25 

2.05 

2.29 

4.3 

Utilities  A 

31 

38/28 

141 

10 

2.59 

26 

-12 

66 

26 

77.3 

03 

2.32b 

3.1  Id 

3.60 

7.6 

Electrical  B 

35 

39/27 

589 

22 

0.00 

0 

15 

55 

23 

64.0 

12 

1.17 

1.60 

1.98 

1.2 

Health  care  D 

31 

38/25 

304 

17 

2.32 

40 

18 

41 

25 

28.7 

12 

1.48 

1.80 

2.06 

2.0 

Containers  B 

51 

61/39 

237 

NA 

1.60 

NA 

33 

29 

15 

36.8 

03 

2.97 

NA 

NA 

NM 

Health  core  B 

24 

24/15 

414 

21 

2.38 

51 

49 

55 

34 

44.5 

12 

0.96 

1.10 

1.33 

6.0 

Manufacturing  A 

12 

14/9 

554 

16 

0.42 

7 

8 

5 

65 

7.6 

12 

0.93 

0.75 

0.94 

24.0 

Metals  C 

24 

27/20 

141 

10 

6.67 

67 

32 

39 

33 

29.8 

09 

2.31 

2.39 

2.43 

3.5 

Utilities  B 

25 

32/22 

NA 

6 

5.33 

32 

-8 

NA 

32 

12.7 

12 

3.51 

4.10 

NA 

NM 

Banks  D 

17 

30/15 

85 

NM 

7.22 

DEF 

-38 

52 

47 

77.7 

12 

-0.65 

-1.35 

1.94 

23.2 

Aerospace 

47 

59/42 

126 

10 

5.08 

53 

-2 

61 

16 

66.1 

12 

6.58b 

4.56 

7.54 

1.9 

Banks  B 

20 

48/20 

53 

4 

9.23 

35 

-44 

41 

38 

109.5 

12 

5.85 

5.37 

5.37 

15.6 

Banks  A 

21 

25/8 

658 

31 

0.47 

15 

179 

30 

36 

186.7 

03 

0.50 

0.68d 

1.23 

22.0 

Health  care  B 

13 

14/10 

549 

NM 

0.62 

DEF 

10 

41 

60 

86.9 

09 

0.55 

-0.23 

0.51 

10.0 

Services  C 

45 

45/33 

157 

12 

0.00 

0 

25 

59 

17 

62.2 

12 

2.58 

3.77 

4.31 

7.2 

Manufacturing  B 

16 

22/13 

117 

16 

3.53 

58 

-12 

53 

48 

96.9 

12 

0.56 

0.97 

1.33 

8.0 

Services  E 

17 

29/17 

93 

7 

6.68 

44 

-17 

36 

44 

52.8 

12 

2.58 

2.62 

2.81 

4.0 

Banks  A 

20 

21/18 

145 

10 

7.21 

72 

21 

21 

38 

32.2 

12 

1.94 

2.02 

2.06 

5.9 

Utilities  A 

22 

24/20 

128 

12 

8.04 

94 

14 

29 

34 

65.3 

12 

2.35 

1.91 

2.30 

5.7 

Utilities  A 

34 

45/32 

126 

21 

5.08 

108 

-2 

62 

23 

41.5 

12 

3.05 

1.60 

3.42 

4.7 

Chemicals 

36 

44/33 

157 

15 

3.68 

55 

19 

56 

21 

28.7 

12 

2.27 

2.43 

2.65 

5.5 

Utilities  B 

51 

63/41 

164 

9 

3.07 

29 

25 

64 

15 

58.9 

12 

5.25 

5.41 

6.05 

2.1 

Banks  D 

22 

29/19 

234 

14 

0.45 

6 

6 

25 

34 

120.4 

1 1 

1.14 

1.57 

1.99 

11.6 

Tronsportation  C 

37 

39/25 

245 

13 

0.97 

13 

43 

48 

21 

118.5 

12 

2.01 

2.84 

3.12 

4.3 

Automotive  C 

36 

40/29 

157 

12 

6.00 

71 

28 

34 

21 

23.2 

12 

2.90 

3.06 

3.14 

3.9 

Utilities  A 

27 

37/24 

195 

14 

1.47 

21 

-11 

67 

28 

80.4 

12 

1.96 

1.90 

2.10 

3.1 

Electrical  C 

37 

37/19 

343 

12 

2.78 

34 

70 

42 

20 

54.7 

01 

1.82 

3.04 

3.26 

4.3 

Retailing 

19 

19/7 

377 

17 

0.00 

0 

111 

32 

40 

305.4 

12 

0.58 

1.09 

1.49 

7.5 

Office  equipment  B 

50 

60/44 

116 

7 

4.32 

31 

15 

44 

15 

76.2 

12 

6.35b 

7.00 

7.51 

2.0 

Banks  B 

26 

32/23 

172 

40 

2.90 

117 

-10 

69 

29 

101.7 

12 

2.40 

0.65 

2.09 

11.5 

Transportation  D 

34 

34/16 

528 

34 

0.00 

0 

83 

24 

22 

41.6 

12 

0.43 

1.01 

1.40 

5.1 

Utilities  A 

39 

41/26 

201 

28 

1.54 

43 

44 

63 

19 

57.2 

12 

0.87 

1.41 

1.89 

8.6 

Fuel  C 

19 

19/13 

160 

11 

1.03 

12 

24 

88 

39 

5.7 

12 

1.47 

1.70 

NA 

NM 

Food  B 

9 

11/7 

109 

21 

0.00 

0 

0 

50 

81 

85.9 

12 

0.11 

0.44 

0.57 

14.8 

Electrical  D 

11 

50/10 

381 

17 

2.26 

38 

-74 

33 

70 

59.0 

12 

0.75 

0.63 

0.68 

9.0 

Publishing/TV  B 

47 

59/44 

171 

13 

0.00 

0 

-11 

66 

16 

76.3 

03 

3.28 

3.73d 

4.17 

6.8 

Office  equipment  C 

OOTNOTtS  TO  TABLES  APPtAR  ON  PAG£S  214-215 
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HOW  GO  you  plan  to  Kea 
that's  moving  so  fast? 


If  you  are  responsible  for  guiding  a  major 
corporation  through  the  1990s,  it  must  seem 
that  new  concerns  are  being  added  to  your 
management  agenda  almost  daily 

The  established  concepts  of  what  a  corpo- 
ration is  and  what  it  stands  for,  how  it  views  its 
product  mix,  where  and  how  it  produces  what 
it  sells,  where  it  sees  its  market  opportunities, 
who  it  views  as  partners  and  competitors,  how 
it  finances  its  present  and  future  growth,  how 
best  it  can  work  within  governmental  regu- 
lations and  policies-all  these  once-familiar 
parameters  are  changing  with  astonishing,  if 
not  alarming,  speed. 

All  this  must  seem  especially  true  if  your 
interests  are  international  in  scope. 

Dates  such  as  1992  and  1997  foretell  of 
major  changes  in  long-established  routines 
of  managing  the  forces  of  economics,  pro- 
tectivism,  finance  and  politics. 

The  words  "Pacific  Rim"  connote  more 
and  increasingly  vigorous  competition. 

And  the  echoes  of  political  upheavals  in 
every  comer  of  the  globe  are  certain  to  con- 
tinue reverberating  through  it  well  into  the 
next  century 

The  constant  in  assessing  and  managing 
these  challenges,  of  course,  is  your  personal 
involvement.  Input  from  others  is  vital;  but 
in  the  end,  your  decisions  will  be  made  on 
the  basis  of  what  you  yourself  see  and  hear 
and  understand. 


To  do  that,  you  have  to  be  there,  whether 
it  is  at  home  or  abroad,  and  for  as  long  and 
as  often  as  it  takes. 

This  is  where  the  Gulf  stream  IV  can 
become  one  of  your  most  productive  manage 
ment  tools;  and  the  broader  your  interests  are, 
the  more  productive  it  can  become.  Aiei 


M 
rtiisi 
Mi 


lead  in  a  world 


You  see,  wherever  your  business  takes  you, 
lie  Gulf  stream  IV  can  take  you  there. 

This  amazing  business  jet  can  fly  you 
nd  8, 10, 12  or  more  of  your  key  executives 
nd  staff  nearly  5,000  statute  miles  non-stop, 
quailing  or  exceeding  commercial  airline 
imetables.The  Gulfstream  IV  gives  you 


global  access  with  uncompromised  timeliness, 
convenience  and  security. 

It  can  also  fly  shorter  trips  efficiently  and 
cost-effectively.  You  can  go  to  places  where 
airline  service  is  either  exhausting  or  extinct, 
often  visiting  several  locations  in  a  single  day, 
optimizing  your  time  and  energies. 

However  you  choose  to  use  the  Gulfstream 
ly  it  brings  unequalled  levels  of  performance, 
cabin  comfort  and  convenience,  engine  relia- 
bility, systems  dependability  and  technological 
advancement  to  every  trip  it  flies. 

We  have  a  videotape  presentation,  "77?^ 
Gulfstream  IV:  an  overview,"  thai  can  help 
bring  the  many  capabilities  of  this  remarkable 
airplane  into  sharper  focus  for  you. 

Robert  H.  Cooper,  Senior  Vice  President, 
Gulfstream  Marketing,  can  see  that  you  get  a 
copy  to  view  at  your  leisure.  We  only  ask  that 
you  send  your  request  on  your  company  let- 
terhead, addressing  it  to  him  at  Gulfstream 
Aerospace  Corporation,  PO.  Box  2206,  Mail 
Station  B-04,  Savannah,  Georgia  31402  U.S.A. 

We  think  you  will  be  pleased  j^~^n 
that  you  added  it  to  your  agenda.  %j^Xi 

Gulfstream 
/lerospate 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


OGulfstream  Aerospace  Corporation 


COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

S  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

12 
MONTHS 
1989 
S  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 

% 

12 
MONTHS 
1988 

ON 
INVESTED 
CAFTTAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1989 

CHANC 
FROM 
1988 

J 

i 

646 

SIGNET  BANKING 

740 

569 

1372 

7 

123.3 

-19 

9.0 

1 1.9 

28.6 

16.2 

12476 

— —i 
13 

J  0 

* 

647 

SAVANNAH  FOODS  &  INDUSTRIES 

740 

997 

1097 

20 

41.1 

105 

3.7 

2.2 

19.9 

25.4 

482 

22 

3  " 

648 

FOREST  LABORATORIES 

739 

795 

128y 

19 

26.1 

21 

20.5 

20.0 

NA 

13.3 

230 

18 

1  S 

649 

MINNESOTA  POWER  &  LIGHT 

739 

649 

464  1 

88.9 

22 

19.2 

15.8 

1 1.2 

16.6 

1554 

3 

i  9 

650 

CITY  NATIONAL 

737 

701 

476 

28 

59.1 

20 

12.4 

13.3 

NA 

21.9 

4699 

9 

651 

DOMINION  BANKSHARES 

736 

626 

1059 

18 

94.1 

13 

8.9 

9.3 

22.0 

15.2 

10120 

10 

652 

PROMUS 

734 

NR 

940 

9 

154.6 

20 

16.4 

15.0 

NM 

-44.4 

1323 

12 

653 

ECHLIN 

732 

534 

1470 

9 

42.7 

-34 

2.9 

4.8 

7.4 

6.7 

1066 

_9 

1  li 

654 

NATIONAL  FUEL  CAS 

730 

838 

895 

12 

57.5 

22 

6.4 

5.9 

10.8 

1 1.9 

1473 

14 

1  ] 

655 

BROOKLYN  UNION  OAS 

728 

747 

10O6 

8 

63.6 

_5 

6.3 

7.2 

3.6 

1 1.7 

1561 

15 

1  33 

656 

MEDIA  GENERAL 

723 

506 

606y 

-20 

20.7 

135 

3.4 

1.2 

7.2 

8.0 

783 

_8 

■  it 

MARSHALL  S  ILSLEY 

722 

677 

783 

15 

85.4 

]  1 

10.9 

1 1.3 

19.7 

15.6 

7151 

5 

QUESTAR 

721 

707 

509 

5 

49.6 

102 

9.7 

5.1 

9.8 

10.9 

1075 

5 

1  JL 

HARNiSCHFECER  INDUSTRIES 

719 

802 

1584 

25 

59.3 

54 

3.7 

3.0 

1 1.9 

1 1.5 

1451 

20 

i  Ot 

660 

BOSTON  EDISON 

718 

696 

1269 

6 

-16.1 

NM 

NM 

7.0 

3.7 

-4.1 

2878 

2 

1  n 

ROCKEFELLER  CENTER  PROPERTIES 

7 1 7 

630 

126y  1 

41.6 

_7 

33.1 

35.8 

NM 

6.7 

1500 

_2 

^  S 

662 

OLD  KENT  FINANCIAL 

715 

752 

863 

19 

85.4 

]  1 

9.9 

10.6 

NA 

14.2 

8127 

3 

1  « 
1  X 

UNITED  INVESTORS  MANAGEMENT 

7 1 4 

758 

233y 

17 

53.9 

29 

23.1 

21.0 

NA 

16.4 

856 

34 

'  S 

SOUTHWEST  AIRLINES 

7 1 1 

606 

1015 

18 

71.6 

23 

7.1 

6.7 

9.8 

12.0 

1419 

12 

1  lu 

KANSAS  GAS  &  ELECTRIC 

7 1 1 

656 

534 

1 

46.7 

—40 

8.7 

14.7 

8.0 

6.7 

2395 

-5 

I  Yl 

M.  A.  HANNA 

709 

821 

1110 

9 

86.9 

4 

7.8 

8.2 

15.6 

15.6 

1036 

7 

i  W 

LANCE 

703 

741 

432 

6 

44.9 

]5 

10.4 

9.6 

21.1 

21.1 

276 

8 

:  !5 

NOBLE  AFFILIATES 

700 

793 

212y 

10 

22.6 

91 

10.7 

6.2 

7.6 

10.0 

545 

5 

i  VI 

FREEPORT-McMORAN  GOLD 

699 

768 

88 

-17 

12.8 

—55 

14.5 

26.9 

8.9 

8.2 

179 

6 

'  1? 

670 

TECUMSEH  PRODUCTS 

697 

585 

1510 

38 

82.6 

18 

5.5 

6.4 

12.3 

12.4 

1034 

15 

PITTSTON 

rii  ijiwn 

697 

663 

1631y 

3 

3.8 

-90 

0.2 

2.3 

1.6 

0.9 

984  1 

- 

nT2 

EASTERN  ENTERPRISES 

696 

749 

840 

25 

56.6 

12 

6.7 

7.5 

10.2 

1 1.5 

1080  4 

FIPU  FIMANTIil  MAMATiFMFNT 

0  7  0 

07  1 

667 

56 

A^ 

fl  1 

0.  1 

KJ  A 

4948 

645 

'■  ft. 

McCLATCHY  NEWSPAPERS 

696 

831 

381 

7 

33.9 

18 

8.9 

8.1 

12.1 

12.0 

440 

28 

»  n/ 

A  H  BELO 

696 

812 

417 

8 

23.4 

132 

5.6 

2.6 

NA 

9.8 

698 

-4 

;  (1/ 

"76 

HENLEY  GROUP 

695 

NR 

1460a 

46 

-122.0 

NM 

NM 

NM 

NM 

-11.8 

4002 

9 

?  TV 

MERIDIAN  BANCORP 

694 

610 

1173 

23 

91.5 

7.8 

9.1 

25.2 

12.7 

11925 

25 

■  % 

678 

TIFFANY 

690 

881 

384 

32 

33.3 

34 

8.7 

8.6 

25.4 

28.3 

237 

46 

5  \\f 

^71* 

BAROID 

689 

NR 

489 

-1 

15  2 

48 

3  1 

2  1 

5  9 

4.7 

633 

13 

11 

630 

WILMINGTON  TRUST 

688 

733 

379 

21 

59.4 

]5 

15.7 

16.6 

37.5 

23.1 

3703  24 

'  *1 

K^l 

ni/Lurn  vUvkj 

687 

0  J7 

1764 

16 

111 

— /  z 

n  7 

O.  1 

1  0 
1  .z 

1531 

-3 

'  R 

682 

SMITH'S  FOOD  t  DRUG  CENTERS 

jiiiiii  J    I  w  V  V    o    1/nuw  vknibixj 

679 

NR 

1732 

24 

26.1 

48 

1.5 

1.3 

8.4 

10.8 

728 

25 

■  S/1 

■  nj 
•  3« 

(>8;-i 

SEQUA 

678 

683 

1833a 

15 

68.0 

16 

3.7 

3.7 

NA 

8.9 

2153 

33 

684 

ECOLAB 

678 

600 

1306 

8 

3.1 

-93 

0.2 

3.6 

1.6 

0.7 

985 

3 

685 

JWP 

674 

971 

1742 

88 

38.8 

40 

2.2 

3.0 

11.1 

16.7 

1103 

49 

686 

USLIFE 

674 

661 

1200 

8 

80.3 

17 

6.7 

6.2 

NA 

8.5 

4315 

6 

687 

UNIVERSAL  FOODS 

672 

767 

874 

21 

42.5 

42 

4.9 

4.1 

14.2 

19.9 

526 

17 

688 

LEE  ENTERPRISES 

672 

689 

272y 

6 

43.2 

4 

15.9 

16.1 

18.3 

24.5 

342 

7 

689 

MENTOR  GRAPHICS 

671 

760 

380 

26 

44.8 

34 

11.8 

11.2 

16.2 

16.4 

362 

28 

FIRSTAR 

670 

712 

923 

6 

87.2 

-22 

9.4 

13.0 

NA 

14.3 

8608 

8 
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AlPHABETKAl  MXX  Of  COMPANB  B£Ct6  ON  PAS 

/ALUAIION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

iHARE 
PRICE 
$ 

1 2-MONTH 
HIGH/ 
LOW 
$ 

PRICE 

INSTI. 

ANALYSTS' 

ESTIMATES 

AS  %  OE 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS. 
OUT. 
MIL, 

TURN- 
OVER 

% 

FY 

1988 
AaUAL 
$ 

1989 
AQUAL 
$ 

1990 
EST 
$ 

VARI- 
ATION 

% 

28 

43/28 

99 

6 

5.62 

34 

0 

46 

27 

71.9 

12 

5.71 

4.55 

4.75 

3.5 

Banks  C 

27 

29/11 

457 

18 

1.32 

24 

127 

34 

27 

37.0 

12 

0.75 

1.53 

2.63 

47.1 

Food  B 

39 

45/27 

362 

26 

0.00 

0 

39 

61 

19 

88.9 

03 

1.20 

1.47d 

1.86 

4.2 

Health  care  B 

25 

28/23 

145 

9 

7.33 

64 

16 

26 

29 

31.2 

12 

2.35 

2.90 

2.44 

5.6 

Utilities  A 

24 

28/19 

272 

13 

2.69 

34 

12 

20 

31 

33.6 

12 

1.62 

1.86 

2.15 

4.6 

Banks  D 

20 

26/18 

120 

8 

4.48 

36 

6 

28 

38 

65.3 

12 

2.14 

2.45 

2.70 

1.7 

Banks  C 

28 

32/24 

NA 

NM 

NA 

NA 

NA 

NA 

27 

NA 

12 

NA 

1.30d 

2.06 

25.0 

Leisure  C 

13 

18/12 

114 

16 

5.33 

88 

-15 

73 

56 

61.9 

08 

1.12 

0.80 

1.02 

9.3 

Automotive  B 

26 

28/18 

152 

13 

5.20 

69 

39 

31 

28 

33.5 

09 

1.65 

1.93 

2.11 

4.9 

Utilities  B 

30 

32/23 

143 

12 

6.16 

73 

37 

25 

24 

24.0 

09 

2.49 

2.52 

2.60 

4.8 

Utilities  B 

29 

41/28 

279 

36 

1.54 

55 

-13 

59 

25 

31.3 

12 

0.31 

0.80 

1.01 

14.5 

Publishing/TV  B 

34 

38/30 

133 

9 

3.18 

28 

16 

27 

21 

17.3 

12 

3.48 

3.84 

4.17 

3.0 

Banks  B 

37 

40/32 

159 

14 

5.26 

75 

17 

75 

20 

19.1 

12 

1.28 

2.55 

2.66 

5.1 

Utilities  B 

22 

25/15 

140 

13 

0.90 

12 

40 

72 

32 

180.2 

10 

1.15 

1.66 

1.97 

6.3 

Manufacturing  C 

19 

22/16 

86 

NM 

8.16 

DEF 

31 

21 

39 

80.1 

12 

1.86 

-0.88 

1.83 

7.6 

Utilities  A 

19 

22/19 

116 

17 

9.83 

169 

12 

NA 

38 

28.6 

12 

1.19 

1.11 

1.60 

26.1 

Housing  B 

28 

30/22 

124 

9 

3.77 

33 

24 

40 

25 

59.8 

12 

2.95 

3.23 

3.30 

6.0 

Banks  B 

19 

20/13 

217 

13 

1.59 

21 

37 

9 

38 

9.5 

12 

1.11 

1.43 

1.72 

1.7 

Nonbonk  fin.  A 

24 

31/20 

119 

10 

0.59 

6 

-5 

73 

30 

125.9 

12 

1.84 

2.37 

2.00 

20.4 

Transportation  A 

21 

24/19 

103 

15 

8.24 

126 

10 

59 

34 

66.4 

12 

2.10 

1.36 

2.04 

5.5 

Utilities  A 

26 

30/22 

131 

8 

1.96 

15 

3 

53 

28 

49.8 

12 

3.48 

3.34 

2.49 

11.0 

Chemicals 

22 

25/17 

330 

16 

3.42 

54 

18 

34 

32 

21.6 

12 

1.23 

1.42 

1.58 

1.8 

Food  B 

16 

18/11 

312 

31 

1.00 

31 

49 

44 

44 

48.9 

12 

0.27 

0.52 

0.50 

30.7 

Fuel  C 

17 

17/9 

451 

54 

0.30 

16 

23 

20 

41 

25.7 

12 

0.69 

0.31 

0.56 

21.3 

Metals  C 

128 

149/124 

105 

8 

3.49 

29 

-9 

78 

5 

11.4 

12 

12.84 

15.10 

NA 

NM 

Housing  A 

19 

22/17 

164 

NM 

1.07 

200 

0 

71 

37 

72.6 

12 

0.95 

0.10 

1.52 

11.7 

Fuel  A 

30 

35/23 

142 

12 

4.67 

58 

34 

74 

23 

63.7 

12 

2.18 

2.43 

2.79 

9.1 

Utilities  B 

27 

39/23 

158 

12 

0.37 

4 

5 

51 

26 

137.9 

12 

1.72 

2.29 

2.78 

3.4 

Office  equipment  C 

24 

31/16 

247 

20 

0.66 

13 

54 

10 

29 

24.0 

12 

1.02 

1.19 

1.15 

6.1 

Publishing/TV  B 

35 

41/25 

290 

30 

1.25 

38 

36 

42 

20 

24.6 

12 

0.51 

1.16 

1.45 

7.0 

Publishing/TV  B 

37 

74/34 

49 

NM 

0.00 

0 

-46 

NA 

19 

111.8 

12 

-14.7^ 

-6.49d 

-3.68 

84.3 

Electrical  C 

18 

27/18 

99 

8 

6.67 

52 

-1 

52 

39 

48.6 

12 

2.21 

2.32 

2.50 

3.9 

Banks  A 

45 

61/27 

587 

21 

0.44 

9 

32 

55 

15 

82.6 

01 

1.63 

2.13 

2.55 

1.4 

Retailing 

11 

14/6 

212 

45 

1.78 

80 

104 

NA 

61 

63.2 

12 

0.17 

0.25 

0.46 

16.2 

Chemicals 

40 

46/33 

267 

12 

3.62 

42 

21 

45 

17 

41.0 

12 

2.98 

3.40 

3.92 

1.6 

Banks  A 

19 

24/17 

65 

52 

2.68 

139 

2 

28 

37 

68.6 

12 

1.28 

0.36 

1.01 

19.0 

Consumer  C 

27 

27/21 

282 

23 

1.04 

24 

NA 

NA 

25 

NA 

12 

0.91 

1.16 

1.33 

7.2 

Food  C 

68 

78/60 

94 

11 

0.88 

10 

12 

39 

10 

28.2 

12 

6.31 

6.00d 

7.63 

7.0 

Aerospace 

25 

36/24 

154 

NM 

2.68 

660 

-9 

66 

28 

93.4 

12 

1.63 

0.10 

1.83 

11.4 

Consumer  D 

31 

35/18 

291 

16 

0.00 

0 

75 

39 

22 

68.1 

12 

1.48 

1.90 

2.31 

2.6 

Services  E 

40 

48/37 

72 

9 

3.75 

32 

10 

65 

17 

66.5 

12 

3.81 

4.63 

4.55 

3.9 

Nonbank  fin.  B 

27 

27/21 

314 

17 

2.55 

43 

20 

48 

25 

102.0 

09 

1.12 

1.60 

1.89 

2.6 

Food  B 

28 

35/25 

381 

16 

2.59 

41 

16 

33 

24 

9.7 

09 

1.63 

1.74 

1.90 

NM 

Publishing/TV  B 

19 

22/14 

245 

16 

1.04 

16 

4 

74 

35 

355.2 

12 

0.96 

1.22 

1.29 

7.7 

Office  equipment  C 

30 

35/26 

116 

8 

3.73 

30 

17 

35 

22 

14.9 

12 

4.87 

3.73 

4.04 

2.7 

Banks  B 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

PJRN 

ASSETS 

YEAR 
AGO 

12 
MONTHS 
1989 

CHANGE 
FROM 
1988 

12 
MONTHS 
1989 

CHANGE 
FROM 
1988 

12 
MONTHS 
1989 

12 

MUN 1  Hi 

1988 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGt 
FROM 
1988 
% 

691  '. 

BAIL 

664 

691 

1222 

14 

35.8 

9 

2.9 

3.0 

.6 

10.1 

930 

15 

% 

Dai 

J  1  It  1 UE    K 1  1  L 

818 

454 

20 

46.2 

33 

10.2 

9.2 

\1 

28.9 

252 

o 

a 

693  ■ 

COMMUNICATIONS  SATELLITE 

661 

811 

41 1 

]5 

62.5 

1 

15.2 

17.3 

..9 

10.6 

1261 

3 

RIOMFT 

DIUriL  1 

0  0  y 

809 

148 

19 

25.4 

49 

17.1 

13.7 

1.9 

22.9 

133 

04 
lA 

.% 

695  : 

HARSCO 

660 

666 

1351 

11.4 

-63 

0.8 

2.4 

%A 

2.9 

978 

10 

696  ' 

POLICY  MANAGEMENT  SYSTEMS 

658 

954 

266 

22 

26.8 

31 

10.1 

9.4 

'A 

9.8 

428 

48 

697  ■ 

ARGONAUT  GROUP 

657 

NR 

546 

g 

81.6 

-20 

14.9 

20.2 

.2 

17.2 

1937 

3 

698  • 

U  S  SURGICAL 

655 

925 

345 

19 

30.6 

32 

8.9 

8.0 

.6 

18.3 

327 

24 

» 

699  '■ 

LEGENT 

653 

NR 

132 

32 

23.7 

16 

17.9 

20.4 

19.8 

167 

25 

SI 

700  ■ 

LONGVIEW  FIBRE 

652 

623 

695 

] 

60.1 

-39 

8.7 

14.4 

15.4 

756 

1 J 

701  ■ 

NEVADA  POWER 

650 

775 

418 

2 

5j_5 

2 

12.3 

12.3 

3.7 

12.5 

1 100 

g 

702  • 

ROCHESTER  GAS  S  ELECTRIC 

649 

774 

846 

9 

71.4 

_^ 

8.4 

9.8 

]  1 .4 

1838 

■J 

703  ■ 

CONSOLIDATED  FREIOHTWAYS 

647 

461 

3760 

40 

8.6 

-92 

0.2 

4.2 

0.1 

2392 

45 

■J 

704  : 

GEO   A  HORMEL 

647 

571 

2410 

5 

70.8 

]5 

2.9 

2.7 

4.9 

15.0 

716 

705  ■ 

FIRST  CITY  BANCORPORATION  OF  TEXAS 

646 

904 

1458 

NA 

1 12.2 

NA 

7.7 

NA 

Z6.7 

1 1.3 

14081 

15 

k 

706  ■ 

SPRINGS  INDUSTRIES 

646 

655 

1909 

5 

64.9 

23 

3.4 

2.9 

0.2 

11.1 

1 188 

■\ 

707  • 

WASHINGTON  WATER  POWER 

645 

716 

590 

9 

72.1 

1 

12.2 

13.2 

9.5 

12.7 

1392 

B 

708  : 

FLOWERS  INDUSTRIES 

643 

731 

822 

9 

25.3 

—38 

3.1 

5.4 

12.2 

439 

Q 

III 

709  : 

HANNAFORO  BROTHERS        V  > 

640 

820 

1521y 

21 

37.4 

29 

2.5 

2.3 

3.6 

18.1 

470 

21 

a 

710  ■ 

HOMEFED 

634 

641 

1896y 

20 

1 15.7 

4 

6.1 

7.1 

'^M 

1 1.3 

17767 

2 

l! 

711  • 

MERCANTILE  6ANKSHARES 

630 

789 

433 

20 

62.0 

16 

14.3 

14.8 

NA 

15.9 

3878 

10  i 

a — 

1- 

HI 

712  : 

CATX 

629 

835 

21 

65.7 

40 

9.2 

A  0 

8.8 

12.2 

3060 

]7 

'3 

713  : 

PEP  BOYS-MANNY  MOE  &  JACK 

623 

635 

751  a 

19 

36.7 

2 

4.9 

c  7 
9./ 

fl  n 

0.0 

19  1 

1  A.  1 

662 

19 

S 

714  • 

CENTRAL  NEWSPAPERS 

623 

NR 

436 

4 

38.6 

32 

8  9 

7  n 

NA 

ICC 

19.3 

356 

]  ] 

El 

715  ■ 

ATLANTA  GAS  LIGHT 

622 

794 

980 

) 

47.1 

3 

4.8 

4.5 

1 0.0 

1 1.5 

1391 

2 

716  : 

VANGUARD  CELLULAR  SYSTEMS 

THI1VUMI\I/      VkkfcWLHn  Jljlbll^ 

620 

761 

47 

104 

—6  4 

NM 

MlVl 

74  0 

202 

46 

717  : 

SCRIPPS  HOWARD  BROADCASTING 

620 

719 

300 

9 

21.0 

27 

7.0 

6.0 

8.6 

13.4 

581 

-5 

K 

718  ■ 

CINTAS 

620 

843 

263 

]  7 

07 
Lf 

y..J 

8.5 

1  A  7 
1  0./ 

18 

a 

719 

MICHIGAN  NATIONAL 

618 

662 

763 

36 

187.3 

101 

24.5 

1 6.6 

MA 

1 

1 1480 

2 

r 

720  '■ 

HON  INDUSTRIES 

616 

981 

602 

13 

A  A 

A  Q 

91  A 

3 

c 

721  : 

CADENCE  DESIGN  SYSTEMS 

614 

NR 

143 

82 

27.8 

74 

19.4 

90  St 

126 

92 

1 

.X; 

722  ■ 

HANDLEMAN 

6 1  2 

675 

708 

1  o 
1  z 

45.0 

1 2 

6.4 

6.4 

9.0 

21.5 

432 

723  • 

INTEGRA  FINANCIAL 

61 1 

700 

694 

35  6 

— »tO 

c  1 
d.  1 

mi 
lU.  1 

9.2 

6.3 

O/Oo 

_2 

724  • 

WPL  HOLDINGS 

6 1 0 

717 

605 

1 
1 

—1 0 

9.1 

10.3 

9.5 

12.1 

1 047 

M 

725  : 

OMNICOM  GROUP 

607 

824 

1007 

14 

46  8 

io 

A  A 

4.4 

12.5 

21.1 

uin 

l«»  lU 

39 

726  : 

FIRST  HAWAIIAN 

1  inji  iiMfTHiiHn 

605 

847 

474 

C7  A 

33 

12.1 

1 1.3 

19.1 

20.4 

5080 

727  • 

ALBERTO-CULVER 

603 

861 

731 

4.2 

4.0 

14.9 

19.1 

13 

n 

728  ; 

THERMO  ELECTRON 

600 

955 

579 

16 

24.6 

22 

4.3 

4.0 

8.1 

1Z4 

624 

27 

s: 
r 

729  : 

MORRISON  KNUDSEN 

600 

853 

2170 

14 

32.2 

NM 

1.5 

NM 

12.0 

13.4 

726 

-3 

730  : 

L.  A.  GEAR 

600 

NR 

617 

176 

55.1 

150 

8.9 

9.8 

39.8 

35.6 

254 

111  J 

L*- 

1   731  : 

KOGER  PROPERTIES 

598 

645 

147 

4 

1.1 

-74 

0.8 

3.0 

NM 

2.1 

702 

9  jj 

732 ; 

20lh  CENTURY  INDUSTRIES 

598 

NR 

706 

13 

91.0 

56 

12.9 

9.4 

29.6 

30.3 

1060 

24  : 

733 

MANOR  CARE 

597 

788 

670 

19 

25.2 

NM 

3.8 

NM 

8.3 

11.8 

851 

5  \ 

1  734 

:  FIRST  VIRGINIA  BANKS 

597 

757 

535 

11 

67.4 

11 

12.6 

12.6 

NA 

15.2 

5124 

7 

1  735 

:  m  PLAN  REALTY  TRUST 

597 

866 

51y 

30 

31.9 

31 

63.0 

62.7 

NM 

11.6 

302 

58  1 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

RECENT 

12-MONTH 

:e 

INSTI- 

ANALYSTS' ESTIMATES 

SHARE 
PRICE 
$ 

HIGH/ 
LOW 
$ 

OF 

UE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS. 
OUT. 
MIL 

TURN- 
OVER 

% 

FY 

1988 
AQUAL 

1989 
AQUAL 
$ 

1990 
EST, 
$ 

VARI- 
ATION 

% 

30 

35/25 

33 

21 

Tft 
/  O 

21 

53 

22 

39.6 

12 

1.40 

1.44 

2.32 

9.9 

25 

m  /  IT 

13 

14 

1.62 

23 

35 

49 

27 

148.5 

1 1 

1.27 

1.71 

2.04 

5.6 

Consumer  A 

35 

41/26 

12 

11 

O  TO 

OO 

Jt 

38 

70 

19 

105.0 

12 

3.35 

3.35 

3.44 

6.8 

24 

29/18 

^6 

23 

U.Uw 

n 
U 

25 

52 

28 

1 18.0 

05 

0.78 

1.03d 

1.31 

4.6 

neuiTn  Cute  u 

25 

31/21 

,7 

58 

^  Tfl 
4./  O 

OTO 
A/ 7 

6 

45 

26 

59.4 

12 

1.17 

0.43 

2.41 

15.0 

^Aonuf Qcturin^  A 

34 

JO/ 

10 

21 

0  00 

Q 

41 

77 

19 

93.2 

12 

1.30 

1.60 

1.90 

3.4 

Nonbonk  fin.  A 

70 

TO/ 151 

)9 

8 

10 

1  7 

27 

NA 

9 

55.5 

12 

9.41 

8.26 

8.35 

11.5 

NnnnMnv  fin  H 

56 

A1  /n 

0  1  /  J  1 

'1 

22 

1  42 

31 

73 

52 

12 

59.9 

12 

2.00 

O  A 1 

2.79 

2.2 

31 

oo 

40 

27 

u.uu 

U 

17 

35 

21 

104.8 

09 

1.02 

1.15 

1.73 

1.9 

^ifri^o  oniiinmAnt  r 

00 

37 

10 

4U 

_6 

19 

1 1 

89.2 

10 

8.71 

6.04 

5.76 

13.8 

Contoiners  B 

23 

OiC  /10 

20/  It 

57 

12 

A  OQ 
0.7  J 

OA 
OO 

19 

10 

29 

24.7 

12 

1.78 

1.81 

2.03 

3.2 

Utiliti^fi  A 
wiiiiiics  r% 

J.  1 

00 /IT 
ZZ/  1/ 

13 

10 

7  ^O 
/  .Ox 

/  4 

26 

29 

31 

45.5 

12 

2.25 

o  1  n 
z.  lU 

2.22 

6.0 

Il4iliti0c  A 
UilllTleS  M 

19 

0>l  /  I  o 

44/  ID 

13 

NM 

C  TO 

COAA 

-37 

64 

35 

153.9 

12 

3.00 

0.02 

1.02 

49.9 

Tronsportotion  D 

If 

1fl/l  1 
lo/  1  1 

37 

18 

OR 
AO 

47 

20 

38 

36.3 

10 

0.79 

U.Vz 

1.04 

3.0 

jia  /oo 

36 

8 

4.  Id 

OO 
OA 

21 

52 

18 

79.9 

12 

-0.53 

4.66 

4.91 

4.0 

Bonks  D 

17 

4t /II 

10 

10 

O  OO 

J.  XT 

11 

_3 

39 

18 

49.5 

12 

2.98 

3.88 

5.9 

AAonufoctunn^  D 

00 
AT 

11  /OA 

36 

11 

fl  CO 

OO 
7A 

19 

18 

22 

28.4 

12 

2.54 

2.70 

2.69 

4.0 

Utilities  A 

It 

01  /1A 

z  1  /  to 

1  \ 

22 

O  OO 

/  1 

13 

38 

35 

38.4 

06 

1.18 

0.85 

1.08 

3.4 

Food  B 

33 

41/25 

J9 

17 

1.10 

19 

27 

33 

20 

20.7 

12 

1.54 

1.91 

2.19 

2.4 

Food  C 

tlx 

jtO  /oc 
40/ zo 

62 

n  AT 

4 

81 

21 

133.7 

12 

5.22 

5.36 

5.52 

7.6 

Nonbonk  fin.  C 

24 

28/19 

61 

10 

3.30 

33 

27 

36 

26 

35.5 

12 

2.08 

2.40 

2.66 

1.8 

Banks  A 

oo 

/O/  0*4 

28 

10 

o  no 

O  1 
o  1 

17 

87 

10 

99.4 

12 

5.04 

O.oO 

7.21 

5.4 

Tronsportotion  C 

1 1 

17/10 

06 

17 

0.98 

16 

-22 

49 

55 

59.8 

01 

0.68 

0.67d 

0.83 

5.9 

AutoffnotivG  B 

*>A 

26/1 9 

31 

16 

0.37 

6 

NA 

NA 

27 

NA 

12 

NA 

1 .45 

1.45 

6.9 

OO 
Vf 

31/24 

57 

15 

6.88 

103 

20 

24 

22 

33.4 

09 

2.25 

1.90 

2.35 

4.5 

WlllillVv  0 

on 

j40  /oc 
4Z/ AO 

47 

NM 

0.00 

0 

]5 

NA 

21 

138.0 

12 

-1.37b 

-1.26 

58.6 

Telecofnnis.  A 

Ml 
DU 

R1  /Cfl 
O  i/OO 

95 

29 

1.67 

49 

_4 

1 1 

10 

1.2 

12 

1.60 

NA 

NM 

Publishing/TV  A 

AA 

45/33 

23 

23 

0.39 

9 

34 

36 

14 

37.1 

05 

1.58 

1 .90d 

2.25 

2.7 

Services  E 

41 

58/40 

87 

4 

4.88 

17 

57 

15 

82.4 

12 

6.07 

1 1.59 

6.93 

3.0 

RnnLc  R 

oo 

/  I  o 

4U/  lO 

9  1 

01 

zj 

1.67 

38 

1 11/ 

25 

17 

33.2 

12 

1.38 

2.68 

6.6 

Office  equipment  A 

zo 

26/13 

20 

28 

0.00 

0 

73 

NA 

24 

187.9 

12 

0.58 

0.93 

1.34 

6.1 

Office  equipment  C 

10 

24/16 

Tj 

11 
u 

2.13 

28 

21 

62 

33 

88.2 

04 

1.28 

1 .44d 

1.64 

3.2 

Services  E 

oc 

31/23 

09 

17 

4.90 

85 

35 

25 

18.7 

12 

2.62 

1.42 

2.95 

7.7 

Banks  A 

25/22 

44 

lO 

7.61 

90 

g 

]7 

27 

17.7 

12 

2.18 

1.93 

2.13 

3.0 

01 

27/20 

4.24 

54 

17 

67 

26 

84.7 

12 

1.58 

1.81 

2.03 

4.8 

Services  D 

*>T  /  IT 

1 1 

3.56 

37 

35 

27 

30.1 

12 

1.62 

2.14 

2.37 

3.0 

Banks  D 

25 

27/16 

77 

22 

A  BO 

10 

23 

17 

26 

17.2 

09 

1.00 

1.13 

1.32 

0.9 

Consunier  D 

33 

38/20 

02 

25 

0.00 

0 

46 

37 

18 

70.5 

12 

1.15 

1.35 

1.62 

4.4 

Services  A 

53 

54/39 

50 

19 

2.81 

S3 

36 

68 

11 

105.2 

12 

-3.35 

2.81 

3.43 

10.3 

Services  A 

32 

47/15 

387 

10 

0.00 

0 

74 

32 

19 

580.5 

11 

1.29 

3.01 

4.08 

8.6 

Consumer  A 

23 

28/22 

28 

NA 

12.44 

NA 

-7 

18 

27 

19.8 

03 

0.15 

NA 

NA 

NM 

Housing  B 

23 

24/20 

99 

7 

2.06 

14 

NA 

NA 

26 

NA 

12 

2.29 

3.55 

NA 

NM 

Nonbonk  fin.  B 

16 

18/12 

79 

20 

0.85 

17 

-3 

42 

39 

33.2 

05 

0.60 

0.76d 

0.95 

15.1 

Health  care  C 

28 

36/26 

35 

9 

4.37 

39 

10 

25 

21 

26.0 

12 

2.90 

3.20 

3.29 

13.1 

Banks  C 

17 

19/15 

217 

18 

6.07 

109 

13 

26 

35 

18.2 

07 

0.88 

0.95 

1.03 

6.0 

Housing  B 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

':  ASSETS 

$  Mil. 

AGO 
RANK 

12 

iVlUN  1  Hi 

1989 
$  MIL 

CHANGE 

1988 

% 

12 

Kit  AklTUC 

1989 
%  MIL 

CHANGE 

1988 

% 

12 

MUNI  Mb 

1989 

% 

12 

1988 

% 

ON 

INvbblbLJ 
CAPITAL 

% 

ON 
LUMNIUN 
EQUITY 

% 

12 

MONTHS 
:  1989 
$  MIL, 

CHAN! 
PROW 
1988' 

%  ^ 

A, 
i 

691 

BALL 

664 

691 

1222 

14 

35.8 

9 

2.9 

3.0 

7.6 

10.1 

930 

isl 

1  m 

692 

STRIDE  RITE 

661 

818 

454 

20 

46.2 

33 

10.2 

9.2 

29.1 

28.9 

252 

3I 

I  »/i 

693 

COMMUNICATIONS  SATELLITE 

661 

811 

411 

15 

62.5 

1 

15.2 

17.3 

6.9 

10.6 

1261 

gl 

1  m 

694 

BIOMET 

660 

809 

148 

19 

25.4 

49 

17.1 

13.7 

22.9 

22.9 

133 

24 1 

1  m 

695 

HARSCO 

660 

666 

1351 

6 

11.4 

-63 

0.8 

2.4 

3.8 

2.9 

978 

lol 

1  II/: 

696 

POLICY  MANAGEMENT  SYSTEMS 

658 

954 

266 

22 

26.8 

31 

10.1 

9.4 

NA 

9.8 

428 

481 

697 

ARGONAUT  GROUP 

657 

NR 

546 

8 

81.6 

-20 

14.9 

20.2 

17.2 

17.2 

1937 

3I 

1  rui 

698 

U.  S.  SURGICAL 

655 

925 

345 

19 

30.6 

32 

8.9 

8.0 

13.6 

18.3 

327 

241 

h  iir 

699 

LEGENI 

653 

NR 

132 

32 

23.7 

16 

17.9 

20.4 

NA 

19.8 

167 

251 

1  w 

700 

lONGVIEW  FIBRE 

652 

623 

695 

1 

60.1 

-39 

8.7 

14.4 

1 1,5 

15.4 

756 

13  1 

a  w 

701 

NEVADA  POWER 

650 

775 

418 

2 

51.5 

2 

12.3 

12.3 

8.7 

12.5 

1100 

sl 

1  ni 

702 

ROCHESTER  GAS  &  ELECTRIC 

649 

774 

846 

9 

71.4 

_6 

8.4 

9.8 

8.4 

1 1.4 

1838 

_1 

I  111 

703 

CONSOLIDATED  FREIGHTWAYS 

647 

461 

3760 

40 

8.6 

-92 

0.2 

4.2 

1.7 

0.1 

2392 

45 

1  3*/ 

704 

GEO.  A.  HORMEL 

647 

571 

2410 

5 

70.8 

15 

2.9 

2.7 

14.9 

15.0 

716 

5 

>  11/ 

705 

FIRST  CITY  BANCORPORATION  OF  TEXAS 

646 

904 

1458 

NA 

112.2 

NA 

7.7 

NA 

26.7 

11.3 

14081 

15 

1  w 

706 

SPRINGS  INDUSTRIES 

646 

655 

1909 

5 

64.9 

23 

3.4 

2.9 

10.2 

11.1 

1 188 

■■!  1! 

707 

WASHINGTON  WATER  POWER 

645 

716 

590 

9 

72.1 

1 

12.2 

13.2 

9.5 

12.7 

1392 

1 

1  31 

708 

FLOWERS  INDUSTRIES 

643 

731 

822 

9 

25.3 

-38 

3.1 

5.4 

10.1 

12.2 

439 

0 

A  V 

709 

HANNAFORD  BROTHERS 

640 

820 

1521y 

21 

37.4 

29 

2.5 

2.3 

13.6 

18.1 

470 

21 

1  4) 

710 

HOMEFED 

634 

641 

1896y 

20 

1 15.7 

4 

6.1 

7.1 

NM 

1 1.3 

17767 

2 

I  4! 

711 

MERCANTILE  BANKSHARES 

630 

789 

433 

20 

62.0 

16 

14.3 

14.8 

NA 

15.9 

3878 

10 

n  n 

712 

GATX 

629 

835 

712v 

21 

65.7 

40 

9.2 

8.0 

8.8 

12.2 

3060 

17 

713 

PEP  BOYS-MANNY,  MOE  &  JACK 

623 

635 

751a 

19 

36.7 

2 

4.9 

5.7 

8.8 

12.1 

662 

19 

11  17 

714 

CENTRAL  NEWSPAPERS 

623 

NR 

436 

4 

38.6 

32 

8.9 

7.0 

NA 

15.5 

356 

1 1 

715 

ATLANTA  GAS  LIGHT 

622 

794 

980 

\ 

47.1 

8 

4.8 

4.5 

10.0 

11.5 

1391 

2 

It  11 

716 

VANGUARD  CELLULAR  SYSTEMS 

fHIIVWHnir     VLkhUkHn  JIJILIIJ 

620 

761 

47 

104 

-6.4 

NM 

NM 

NM 

NA 

-74.9 

202 

46 

717 

SCRIPPS  HOWARD  BROADCASTING 

620 

719 

300 

9 

21.0 

27 

7.0 

6.0 

8.6 

13.4 

581 

_5 

718 

CINTAS 

620 

843 

263 

17 

24.4 

27 

9.3 

8.5 

14.0 

16.7 

235 

18 

719 

MICHIGAN  NATIONAL 

618 

662 

763 

36 

187.3 

101 

24.5 

16.6 

NA 

25.1 

11480 

2 

11  El 

720 

HON  INDUSTRIES 

616 

981 

602 

13 

27.5 

7 

4.6 

4.8 

NA 

21.4 

284 

3 

U  1 

*  n 

721 

CADENCE  DESIGN  SYSTEMS 

614 

NR 

143 

82 

27.8 

74 

19.4 

20.3 

29.8 

32.6 

126 

92 

*  i 

722 

H&NDLEMAN 

61 2 

675 

708 

12 

45.0 

12 

6.4 

6.4 

19.0 

21.5 

432 

25 

I!  I 

723 

INTEGRA  FINANCIAL 

61 1 

700 

694 

35.6 

-46 

5.1 

10.1 

9.2 

6.3 

6768 

_2 

1!  3 

724 

WPL  HOLDINGS 

610 

717 

605 

55.3 

—10 

9.1 

10.3 

9.5 

12.1 

1047 

2 

S  I 

725 

OMNICOM  GROUP 

607 

824 

1007 

14 

46.8 

19 

4.6 

4.4 

12.5 

21.1 

1410 

39 

«  I 

726 

FIRST  HAWAIIAN 

605 

847 

474 

23 

57.4 

33 

12.1 

1 1.3 

19.1 

20.4 

5080 

20 

a  J 

727 

ALBERTO-CULVER 

603 

861 

731 

15 

30.5 

19 

4.2 

4.0 

14.9 

19.1 

362 

13 

IS  \ 

THERMO  ELECTRON 

600 

955 

579 

16 

24.6 

22 

4.3 

4.0 

8.1 

12.4 

624 

27 

S  J 

MORRISON  KNUDSEN 

600 

853 

2170 

14 

32.2 

NM 

1.5 

NM 

12.0 

13.4 

726 

-3 

•A  s 

r. 

L.  A.  GEAR 

600 

NR 

617 

176 

55.1 

150 

8.9 

9.8 

39.8 

35.6 

254 

111 

Jl  1 

731 

QGER  PROPERTIES 

598 

645 

147 

4 

1.1 

-74 

0.8 

3.0 

NM 

2.1 

702 

9 

a  . 

732 

th  CENTURY  INDUSTRIES 

598 

NR 

706 

13 

91.0 

56 

12.9 

9.4 

29.6 

30.3 

1060 

24 

a  ■ 

733 

:  h.  1R  CARE 

597 

788 

670 

19 

25.2 

NM 

3.8 

NM 

8.3 

11.8 

851 

5 

IS 

'34 

.  FIRS    'IRGINIA  BANKS 

597 

757 

535 

11 

67.4 

11 

12.6 

12.6 

NA 

15.2 

5124 

7 

:  NEW  P.   ■  REALTY  TRUST 

597 

866 

51y 

30 

31.9 

31 

63.0 

62.7 

NM 

11.6 

302 

58 

•  BrSINcSSWEhK 
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VALUATION  ':  DIVIDENDS  [  SHARES  i  EARNINGS  PER  SHARE  [  INDUSTRY  GROUP 

RECENT  12-MONTH  PRICE  ■  ■  INSTI-  •  ANALYSTS'  ESTIMATES  : 

SHARE  HIGH/  AS  %  OF  TOTAL  :  TUTIONS  SHRS  TURN-  :  :        1988  1989  1990  VARI- 

PRICE  LOW  BOOK  P-E  •       YIELD  PAYOUT  RETURN  •  HOLDING  OUT  OVER  •                     AQUAL  AQUAL  EST  ATION 

$  $  VALUE  RATIO  •         %  %  %  ;        %  MIL,  %  ;       FY  ;         $              $  $  %  ; 

30  35/25  203  21  3.75  78  21  53  22  39.6  :  12  1.40  1.44  2.32  9.9  :  Containers  A 
25  30/17  413  14  1.62  23  35          49  27  148.5  11            1.27  1.71  2.04  5.6  :  Consumer  A 

35  41/26  112  11  3.73  39  38  :      70  19  105.0  12           3.35  3.35  3.44  6.8  :  Telecomms.  A 

24  29/18  596  23  0.00  0  25  j      52  28  118.0  [     05           0.78  1.03d  1.31  4.6  ]  Health  care  D 

25  31/21  167  58  4.78  279  6  :      45  26  59.4  12           1.17  0.43  2.41  15.0  :  Manufacturing  A 
34  38/22  240  21  0.00  0  41  :      77  19  93.2  12           1.30  1.60  1.90  3.4  ;  Nonbanic  fin.  A 
70  72/51  139  8  2.29  19  27  :  NA  9  55.5  12           9.41  8.26  8.35  11.5  :  Nonbonk  fin.  B 
56  61/31  391  22  1.42  31  73  [      52  12  59.9  12           2.00  2.61  2.79  2.2  ;  Health  care  D 

31  32/21  540  27  0.00  0  17  :      35  21  104.8  09           1.02  1.15  1.73  1.9  :  Office  equipment  C 
60  82/50  167  10  4.02  40  -6  ;      19  11  89.2  10           8.71  6.04  5.76  13.8  ;  Containers  B 

23  26/19  167  12  6.93  86  19  :  10  29  24.7  :  12  1.78  1.81  2.03  3.2  :  Utilities  A 
21  22/17  113  10  i      7.52  74  26  \      29  31  45.5  12           2.25  2.10  2.22  6.0  [  Utilities  A 

19  34/18  103  NM  5.73  5300  -37  :      64  35  153.9  12           3.00  0.02  1.02  49.9  :  Transportation  D 

17  18/11  137  18  1.54  28  47           20  38  36.3  10           0.79  0.92  1.04  3.0  :  Food  B 

36  40/29  86  8  :      4.15  32  21  :      52  18  79.9  :     12  :    -0.53  4.66  4.91  4.0  :  Bonks  D  

37  45/33  110  10  :      3.29  33  -3  ;      39  18  49.5  12           2.98  3.64  3.88  5.9  :  Manufacturing  D 

29  31/26  136  11  [      8.59  92  19  [      18  22  28.4  12           2.54  2.70  2.69  4.0  '■  Utilities  A 
19  21/16  311  22  3.22  71  13  :      38  35  38.4  :     06           1.18  0.85  1.08  3.4  :  Food  B 
33  41/25  309  17  1.10  19  27  :      33  20  20.7  12           1.54  1.91  2.19  2.4  :  Food  C 

30  48/25  62  6  0.67  4  1  i      81  21  133.7  [     12           5.22  5.36  5.52  7.6  ;  Nonbonk  fin.  C 

24  28/19  161  10  3.30  33  27  '■      36  26  35.5  [     12           2.08  2.40  2.66  1.8  \  Banks  A 

66  76/54  128  10  3.02  31  17           87  10  99.4  12           5.04  6.36  7.21  5.4  :  Transportation  C 

11  17/10  206  17  0.98  16  -22  :      49  55  59.8  :     01           0.68  0.67d  0.83  5.9  :  Automotive  B 

24  26/19  251  16  0.37  6  NA  :  NA  27  NA  :     12  :       NA  1.45  1.45  6.9  :  Publishing/TV  B 

29  31/24  157  15  ■      6.88  103  20          24  22  33.4  ]     09          2.25  1.90  2.35  4.5  :  Utilities  B 

30  42/25  7247  NM  0.00  0  15  :  NA  21  138.0  12  ]    -1.37b  -0.31  -1.26  58.6  '■  Telecomms.  A 
60  81/58  395  29  1.67  49  -6  :      11  10  1.2  :     12           1.60  2.04  NA  NM  :  Publishing/TV  A 
44  45/33  423  23  0.39  9  34  :      36  14  37.1  :     05  :      1.58  1.90d  2.25  2.7  :  Services  E 

41  58/40  87  4  4.88  17  6  i      57  15  82.4  12           6.07  11.59  6.93  3.0  :  Banks  B 

36  40/18  481  23  1.67  38  107  :      25  17  33.2  12           1.38  1.58  2.68  6.6  ;  Office  equipment  A 

26  26/13  720  28  0.00  0  73  :  NA  24  187.9  12           0.58  0.93  1.34  6.1  :  Office  equipment  C 
19  24/16  293  13  2.13  28  21  :      62  33  88.2  04           1.28  1.44d  1.64  3.2  :  Services  E 

25  31/23  109  17  4.90  85  6  ;      35  25  18.7  12           2.62  1.42  2.95  7.7  ;  Banks  A 
23  25/22  144  12  7.61  90  8  j      17  27  17.7  12           2.18  1.93  2.13  3.0  ;  Utilities  A 
23  27/20  274  13  :      4.24  54  17  :      67  26  84.7  :     12           1.58  1.81  2.03  4.8  :  Services  D 
23  27/17  215  11  :      3.56  37  40          35  27  30.1  12           1.62  2.14  2.37  3.0  :  Banks  D 

25  27/16  377  22  0.82  18  23           17  26  17.2  09           1.00  1.13  1.32  0.9  :  Consumer  D 

33  38/20  302  25  0.00  0  46  i      37  18  70.5  12           1.15  1.35  1.62  4.4  ;  Services  A 

53  54/39  250  19  :      2.81  53  36  :      68  11  105.2  12  :    -3.35  2.81  3.43  10.3  \  Services  A 

32  47/15  387  10  :      0.00  0  74  :      32  19  580.5  :     11  :      1.29  3.01  4.08  8.6  :  Consumer  A  

23  28/22  1128  NA  12.44  NA  -7  :      18  27  19.8  :     03           0.15        NA  NA  NM  :  Housing  B 

23  24/20  199  7  ;      2.06  14  NA  |  NA  26  NA  [     12  j      2.29  3.55  NA  NM  •  Nonbonk  fin.  B 

16  18/12  279  20  :      0.85  17  -3  :      42  39  33.2  05           0.60  0.76d  0.95  15.1  \  Health  care  C 

28  36/26  135  9  4.37  39  10          25  21  26.0  12           2.90  3.20  3.29  13.1  :  Bonks  C  I 

17  19/15  217  18  6.07  109  13  :      26  35  18.2  :     07           0.88  0.95  1.03  6.0  :  Housing  B  I 

OOTNOTES  10  TABLES  APPEAR  ON  PAGES  214-215 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

RETIRS 

ASSETS 

1 

YEAR 

AGO 

12 
WONTKS 

1989 

S 

CHANGE 
FROM 

19SS 

S 

OK 
KVESTH) 
CAPfTiL 

OH 
COMMON 
EOUTTY 

12 
WKTHS 
1985 
S  v.i. 

RiOM 

i9se 

[  -.-  :j 

i  i  • 

f  ! 

736 

DIAMOND  SHAMROCK 

596 

841 

2091 

16 

60.1 

11 

2-9 

3.0 

10.9 

14,5 

1027 

22 

737 

DIEBOLD 

594 

728 

469 

4 

36.2 

16 

7.7 

7.0 

9.4 

9.5 

490  1 

738 

DSC  COMMUNICATIONS 

593 

964 

430 

27 

34.2 

71 

8.0 

5.9 

10.5 

14.4 

570 

33  ! 

739 

ASSOCIATED  COMMUNICATIONS 

591 

947 

24a 

74 

-8.1 

NM 

NM 

NM 

NM 

-39.8 

52 

4 

740 

MEREDITH 

5S6 

722 

813 

9 

30.9 

-3 

3.J 

4.3 

8.9 

8.2 

697 

1 

:  1 

741 

CORROON  &  BLACK 

585 

773 

457  y 

8 

36.0 

-69 

7.9 

27.3 

15.1 

15.6 

1012 

6 

742 

IOWA-ILLINOIS  GAS  &  ELECTRIC 

584 

799 

494 

0 

58.5 

0 

1 1.8 

1 1.8 

8.4 

13.0 

1356 

9 

<  c 

743 

GRACE  ENERGY 

584 

NR 

393y 

10 

23.6 

19 

6.0 

5.6 

2.6 

4.3 

811 

7 

t  £ 

744 

WETTERAU          ,  " 

583 

742 

5189 

7 

45.9 

9 

0.9 

0.9 

1 1.9 

18.8 

1047 

4 

;  I 

745 

BLOCK  DRUG 

581 

771 

427 

g 

45.4 

7 

10.6 

10.7 

12.7 

13.4 

448 

13 

.  3 

746 

CENTURY  COMMUNICATIONS 

580 

583 

208 

19 

NM 

NM 

NM 

NM 

NM 

1098 

32 

747 

APACHE 

578 

NR 

247 

74 

22.1 

307 

9.0 

3.8 

NA 

7.8 

724 

3 

748 

CENTEI 

575 

895 

2003  Y 

15 

59.5 

87 

3.0 

1.8 

NA 

14.4 

2059 

72 

1  0 

749 

NEUTROGENA 

574 

754 

208 

14 

27.1 

13 

13.0 

13.1 

34.6 

34.6 

125 

35 

:  I 

750 

STRYKER 

574 

907 

226 

26 

19.2 

21 

8.5 

8.9 

17.8 

18.1 

152 

22 

1  r 

Tol 

CABLEVISION  SYSTEMS 

573 

558 

493 

0 

-153.6 

NM 

NM 

NM 

NM 

NM 

1807 

51 

5  f 

752 

TCBY  ENTERPRISES 

572 

804 

146 

49 

29.5 

49 

20.2 

20.2 

25.1 

3O.0 

134 

44 

1  B 

753 

ALLEGHANY 

572 

779 

1084 

9 

55.0 

20 

5.1 

4.6 

NA 

9.1 

1684 

5 

J  W 

754 

CAESARS  WORLD 

570 

618 

886 

4 

52.7 

-19 

6.0 

7.6 

12.7 

20.2 

894 

5 

1  0 

STONE  &  WEBSTER 

568 

746 

287y 

-1 1 

20.8 

-50 

7.2 

127 

6.2 

5.5 

574 

3 

i  % 

756 

UNIVERSAL 

567 

687 

289 5 y 

6 

47.3 

-24 

1.6 

2.3 

13.5 

1 1.4 

1440 

26 

:  » 

TdT 

PHH 

566 

736 

1 876 

s 

52.2 

143 

2.8 

1 .2 

NA 

14.4 

4439 

10  f 

758 

U.  S.  HEALTHCARE 

566 

977 

lOOOy 

35 

28,4 

682 

2.8 

0.5 

18.1 

18.1 

414 

53 

759 

AMETEK 

564 

739 

588 

1 3 

38.3 

9 

6.5 

6.7 

N  A 

19.8 

538 

2 

760 

SOUTHTRUST 

563 

744 

763 

22 

72.8 

8 

9-5 

10.8 

19.3 

14.4 

7763 

151 

761 

SYNOVUS  FINANCIAL 

554 

953 

218 

-13 

31.4 

17 

14.4 

1 0.8 

NA 

NA 

2410 

23 

762 

FLORIDA  EAST  COAST  INDUSTRIES 

553 

769 

193y 

7 

39.6 

1 1 

20.5 

19.7 

9.3 

9.2 

594 

61 

763 

CRAWFORD 

549 

NR 

374 

27 

27.7 

47 

7.4 

6.4 

23.0 

23.2 

201 

17 

764 

WASHINGTON  GAS  LIGHT 

548 

842 

799 

14 

58.2 

29 

7.3 

6.5 

10.3 

14.0 

1049 

14  1 

765 

AMSOUTH  BANCORPORATION 

546 

726 

890 

1 2 

63.2 

-21 

7.1 

1 0.0 

NA 

1 1.3 

8565 

31 

1  ' 

766 

STAR  BANC 

546 

762 

636 

19 

58.0 

5 

9.1 

10.4 

16.5 

12.5 

5949 

sj 

767 

FIRST  ALABAMA  BANCSHARES 

544 

791 

568 

20 

62.6 

3 

1 1 .0 

1 2.3 

N  A 

1 3.0 

5550 

7  i 

76S 

STANHOME 

544 

797 

571 

19 

44.6 

10 

7.8 

8.5 

30.9 

28.9 

330 

231 

' 

769 

>'ALLACE  COMPUTER  SERVICES 

54  1 

808 

444 

9 

38.7 

1 4 

8.7 

8.3 

1 4. 1 

1 5.3 

353 

15  1 

5 

770 

.  FtltlWOOD  ENTERPRISES 

540 

653 

1543 

_2 

55.6 

-18 

3^ 

4.3 

15J 

115 

682 

[  I' 

771 

VAL'50  ENERGY 

539 

NR 

941 

22 

41 .5 

36 

4.4 

4.0 

8.1 

5-5 

1018 

io| 

772 

:  mir  SERVICE  CO.  Of  NEW  MEXICO 

538 

845 

620 

2 

82.6 

NM 

13.3 

NM 

3.6 

-2.2 

2382 

"'1 

773 

■  6ENETI.  NSTIIUIE 

538 

NR 

44 

47 

-28.7 

NM 

NM 

NM 

NM 

-14.6 

212 

774 

DEXTER 

537 

605 

849 

3 

43.0 

8 

5.1 

4.8 

111 

13-2 

694 

775 

A.  T.  CRo:: 

537 

753 

247 

9 

36.0 

2 

14.6 

15.6 

23.3 

23.3 

196 

776 

;  SOUTHEAST  i  KIN6 

532 

615 

729 

8 

80.5 

7 

11.0 

11.1 

NM 

9.8 

16525 

1 

777 

SCIENTIFIC-ATLaI^TA 

531 

989 

585 

IS 

39.6 

24 

6.8 

6.2 

16.1 

15.9 

366 

778 

:  TOTAL  SYSTEM  S:C;.ICES 

528 

NR 

66 

17 

11.3 

18 

17.1 

17.0 

2Z2 

22.2 

57 

1  « 

779 

■  OSHKOSH  B'GOSH 

525 

982 

315 

25 

37.6 

100 

11.9 

7.4 

30.9 

30.5 

175 

^0 

:  SILICON  GRAPHICS 

525 

NR 

343 

73 

20.3 

94 

5.9 

5.3 

NA 

16.6 

288 

3ol 

SVSINE.V'  WHK  1000 

204 

VALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12 -MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

PE 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL. 

TURN- 
OVER 

% 

FY 

1988 
AaUAL 
$ 

1989 
AaUAL 
$ 

ANALYSTS 
1990 
EST 
$ 

ESTIMATES 
VARI- 
ATION 

% 

25 

29/17 

160 

11 

1.96 

22 

35 

57 

24 

97.3 

12 

2.14 

2.20 

2.28 

16.0 

Fuel  B 

45 

48/36 

157 

16 

3.33 

55 

2 

66 

13 

1 16.0 

12 

2.38 

2.75 

3.09 

2.5 

Office  equipment  A 

15 

17/8 

249 

18 

0.00 

0 

46 

56 

40 

267.4 

12 

0.48 

0.81 

1.02 

5.6 

Telecomms.  A 

32 

41/27 

2913 

NA 

0.00 

NA 

-10 

24 

19 

20.6 

12 

-0.43 

NA 

NA 

NM 

Telecomms.  A 

32 

39/30 

155 

18 

2.03 

37 

0 

58 

19 

44.6 

06 

1.91 

1.75 

1.81 

10.1 

Publisning/TV  B 

34 

41/31 

253 

16 

3.66 

59 

1 

52 

17 

61.1 

12 

6.77 

2.10 

2.46 

6.1 

Nonbank  fin.  A 

44 

47/37 

135 

10 

7.68 

79 

19 

22 

13 

21.6 

12 

4.20 

4.21 

4.27 

2.0 

Utilities  A 

24 

25/21 

106 

25 

0.00 

0 

NA 

NA 

25 

NA 

12 

0.90 

0.96 

1.23 

16.9 

Fuel  C 

27 

32/24 

238 

13 

2.25 

30 

9 

37 

22 

47.2 

03 

1.82 

2.03d 

2.29 

3.2 

Food  A 

34 

38/31 

172 

NA 

2.06 

NA 

10 

24 

17 

12.9 

03 

2.48 

NA 

NA 

NM 

Consumer  D 

9 

17/8 

NEG 

NM 

0.00 

0 

-23 

13 

65 

9.8 

05 

-0.55 

-0.74d 

-0.82 

13.8 

Publishing/TV  A 

15 

18/8 

205 

23 

1.90 

44 

83 

44 

39 

105.7 

12 

0.23 

0.64 

0.88 

24.9 

Fuel  B 

38 

42/27 

139 

10 

1.05 

10 

38 

73 

15 

71.7 

03 

2.64 

3.94d 

4.39 

4.1 

Housing  B 

22 

30/21 

733 

22 

0.91 

20 

3 

17 

26 

63.3 

10 

0.86 

1.00 

1.16 

3.7 

Consumer  D 

24 

27/15 

541 

30 

0.00 

0 

32 

67 

24 

58.2 

12 

0.68 

0.82 

0.99 

1.7 

Health  care  D 

26 

47/26 

NEG 

NM 

0.00 

0 

-22 

28 

22 

12.6 

12 

-7.44 

-7.12 

NA 

NM 

Publishing/TV  A 

22 

29/15 

582 

20 

0.37 

7 

1 1 

33 

27 

152.3 

1 1 

0.75 

1.10 

1.45 

5.8 

Leisure  A 

89 

104/80 

95 

10 

0.00 

0 

5 

54 

6 

8.7 

12 

7.13 

8.59 

NA 

NM 

Nonbank  fin.  A 

23 

43/21 

218 

8 

0.00 

0 

-24 

77 

25 

181.4 

07 

2.90 

2.72 

2.21 

17.0 

Leisure  C 

38 

46/35 

150 

27 

3.20 

88 

5 

24 

15 

17.0 

12 

2.71 

1.37 

2.63 

30.7 

Services  A 

34 

39/29 

137 

11 

4.42 

46 

-8 

58 

17 

42.4 

06 

3.56 

3.19 

3.24 

8.7 

Consumer  E 

33 

39/31 

156 

11 

3.48 

37 

2 

79 

17 

37.4 

04 

2.91 

3.16d 

3.51 

3.2 

Transportation  C 

12 

16/8 

361 

20 

1.88 

38 

45 

72 

46 

200.0 

12 

0.08 

0.60 

0.87 

10.4 

Health  care  C 

13 

16/12 

292 

15 

5.02 

74 

-4 

46 

44 

32.8 

12 

0.80 

0.87 

1.10 

9.7 

Electrical  A 

21 

25/20 

111 

8 

5.01 

38 

1 

29 

27 

19.3 

12 

2.57 

2.73 

2.97 

2.1 

Banks  C 

17 

20/12 

NA 

17 

NA 

NA 

NA 

NA 

32 

NA 

12 

0.87 

1.01 

1.14 

2.0 

Banks  C 

60 

74/57 

129 

14 

0.77 

11 

4 

23 

9 

10.8 

12 

3.85 

4.28 

3.88 

4.6 

Transportation  B 

31 

36/16 

460 

20 

2.06 

41 

59 

81 

18 

16.2 

12 

1.07 

1.57 

1.71 

5.5 

Nonbank  fin.  A 

28 

33/24 

135 

12 

6.94 

81 

25 

24 

19 

24.7 

09 

2.52 

2.43 

2.57 

4.4 

Utilities  B 

23 

29/23 

97 

9 

6.19 

54 

0 

36 

24 

18.2 

12 

3.30 

2.60 

3.46 

3.7 

Bonks  C 

19 

27/18 

118 

9 

4.63 

44 

5 

26 

29 

19.4 

12 

1.92 

2.01 

2.21 

4.4 

Banks  B 

17 

19/16 

113 

9 

5.09 

44 

7 

28 

33 

39.7 

12 

1.77 

1.90 

2.07 

1.7 

Banks  C 

28 

36/24 

352 

13 

2.84 

36 

10 

46 

19 

114.2 

12 

1.97 

2.23 

2.53 

2.3 

Consumer  D 

25 

32/22 

213 

14 

1.81 

26 

24 

66 

21 

33.4 

07 

1.53 

1.76 

1.95 

2.1 

Office  equipment  A 

24 

30/22 

131 

10 

3.18 

33 

-8 

63 

23 

75.2 

04 

3.06 

2.34d 

2.59 

4.7 

Leisure  D 

15 

20/12 

106 

15 

1.33 

20 

30 

46 

36 

215.5 

12 

0.54 

0.98 

1.51 

14.4 

Fuel  B 

13 

16/1 1 

69 

8 

0.00 

0 

23 

34 

42 

95.4 

12 

-0.50 

1.72d 

1.38 

21.8 

Utilities  A 

38 

38/19 

zoo 

NM 

0.00 

0 

88 

32 

14 

185.7 

1 1 

-0.81 

-2.11 

-0.84 

26.5 

Health  care  B 

22 

35/20 

165 

13 

4.07 

51 

-35 

48 

25 

161.0 

12 

1.61 

1.73 

1.85 

5.6 

Chemicals 

32 

41/28 

348 

15 

3.88 

58 

-8 

61 

17 

43.8 

12 

2.13 

2.15 

2.34 

3.6 

Manufacturing  A 

16 

29/16 

68 

7 

6.89 

48 

-23 

65 

33 

111.7 

12 

2.26b 

2.34 

3.00 

16.0 

Banks  C 

24 

25/14 

213 

16 

0.67 

10 

48 

54 

22 

142.2 

06 

1.25 

1.53 

1.83 

3.8 

Telecomms.  A 

33 

33/17 

1038 

47 

0.21 

10 

46 

3 

16 

3.3 

12 

0.60 

0.71 

0.85 

0.8 

Office  equipment  C 

36 

44/23 

426 

14 

1.46 

20 

51 

53 

15 

162.4 

12 

1.29 

2.58 

2.71 

2.0 

Consumer  A 

38 

38/14 

430 

56 

0.00 

0 

83 

64 

14 

339.8 

06 

0.85 

0.67 

1.62 

4.9 

Office  equipment  B 

fOOTNOnS  TO  TABLES  APPEAR  ON  PAGES  214-215 
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COMPANY 


MARKET  VALUE  :  SALES 


YEAR 
AGO 

$  MIL  RANK 


12 
MONTHS 
1989 
$  MIL 


CHANGE 
FROM 
1988 


781 

TEJON  RANCH 

525 

784 

17y 

23 

2.4 

76 

14.1 

9.9 

7.7 

8.1 

43 

n 

782 

LEGGETT  &  PLATT 

524 

873 

992 

22 

45.9 

22 

4.6 

4.7 

12.2 

16.6 

576 

25 

I  3i 

783 

NEIMAN-MARCUS  GROUP 

523 

745 

1627 

22 

31.9 

146 

2.0 

1.0 

8.0 

NM 

1055 

11 

«  a 

784 

EASTERN  UTILITIES  ASSOCIATES 

523 

893 

409 

9 

45.0 

11 

11.0 

10.8 

11.3 

10.9 

1376 

14 

785 

SIERRA  PACIFIC  RESOURCES 

52t 

792 

445 

9 

49.4 

9 

11.1 

11.1 

8.5 

11.3 

1308 

5 

g  K 

786 

PITIWAY 

519 

840 

848 

7 

32.7 

-11 

3.9 

4.6 

12.0 

'7.6 

678 

9 

2  IS 

787 

GREIF  BROS. 

519 

790 

434 

3 

26.3 

-12 

6.1 

7.0 

10.6 

10.8 

287 

7 

c  c 

788 

PARKER  DRILLING 

518 

NR 

126 

33 

-33.8 

NM 

NM 

NM 

NM 

-16.6 

262 

-5 

■!  1 

789 

AMERICAN  WATER  WORKS 

518 

751 

528 

3 

48.3 

-15 

9.2 

11.1 

8.2 

9.8 

1916 

9 

J  a 

790 

PRECISION  CASTPARTS 

515 

796 

442 

1 

27.0 

-16 

6.1 

7.3 

11.3 

12.3 

355 

2 

I  3» 

791 

J.  B.  HUNT  TRANSPORT  SERVICES 

514 

823 

509 

30 

30.6 

-7 

6.0 

8.4 

12.9 

18.2 

388 

31 

S  23. 

792 

TELECOM-USA 

512 

682 

713 

30 

36.4 

22 

5.1 

5.5 

NA 

18.0 

466 

157 

■i  « 

793 

A.  G.  EDWARDS 

512 

874 

591  y 

24 

57.7 

98 

9.8 

6.1 

17.4 

17.1 

1007 

-2 

3  21 

794 

DIVERSIFIED  ENERGIES 

511 

910 

843 

10 

26.2 

-4 

3.1 

3.6 

9.4 

10.2 

807 

-1 

!  39 

795 

INB  FINANCIAL 

508 

807 

645 

18 

59.1 

6 

9.2 

10.2 

24.0 

13.6 

6015 

1 

!  33i 

796 

STORAGE  TECHNOLOGY 

507 

828 

983 

11 

36.4 

4 

3.7 

4.0 

11.9 

10.8 

977 

14 

S  2. 

797 

OUTBOARD  MARINE 

507 

693 

1433 

5 

4.5 

-93 

0.3 

4.4 

2.3 

0.7 

1236 

-4 

li  lil 

798 

INTERNATIONAL  DAIRY  QUEEN 

506 

976 

254 

5 

23.3 

16 

9.2 

8.3 

25.0 

30.S 

129 

12 

H 

799 

TRINITY  INDUSTRIES 

506 

715 

1291 

49 

43.9 

73 

3.4 

2.9 

11.1 

17.1 

911 

36 

a  «i 

800 

AMERICAN  PRESIDENT 

505 

698 

2234y 

5 

11.3 

-86 

0.5 

3.8 

3.3 

0.1 

1661 

-3 

3  3) 

801 

CENTRAL  MAINE  POWER 

498 

909 

704 

8 

48.5 

6 

6.9 

7.0 

9.3 

11.1 

1320 

9 

»  21/ 

802 

NCH 

495 

921 

619 

14 

40.2 

15 

6.5 

6.4 

19.1 

20.8 

365 

6 

9  (1/ 

803 

LINCOLN  TELECOMMUNICATIONS 

495 

NR 

170 

3 

25.0 

-2 

14.8 

15.4 

NA 

16.4 

305 

5 

I  W 

804 

TOPPS 

494 

903 

232 

26 

34.3 

45 

14.8 

12.9 

107.3 

NM 

109 

3 

!  W 

805 

WISCONSIN  PUBLIC  SERVICE 

492 

826 

586 

-3 

49.1 

-13 

8.4 

9.3 

9.7 

12.2 

877 

4 

a  vr 

806 

MICRON  TECHNOLOGY 

492 

680 

403 

9 

74.0 

-39 

18.4 

33.1 

13.2 

15.5 

687 

39 

u 

807 

MASCO  INDUSTRIES 

491 

609 

1687 

2 

46.6 

-43 

2.8 

5.0 

6.7 

11.3 

2218 

18 

i  to 

808 

FIGGIE  INTERNATIONAL 

491 

676 

1313 

11 

62.9 

5 

4.8 

5.1 

NA 

21.1 

1027 

11 

3  31' 

809 

FOURTH  FINANCIAL 

489 

NR 

304 

18 

34.4 

13 

11.3 

11.9 

17.8 

13.9 

3182 

18 

!l  22/ 

810 

QUANTUM  CHEMICAL 

488 

437 

2671 

-9 

114.1 

-68 

4.3 

12.3 

12.6 

NM 

3042 

5 

»  5!/" 

811 

ZURN  INDUSTRIES 

488 

NR 

581 

31 

27.3 

25 

4.7 

4.9 

13.2 

13.2 

384 

14 

!)  44/. 

812 

VARIAN  ASSOCIATES 

487 

772 

1374 

15 

29.8 

-46 

2.2 

4.6 

7.3 

7.1 

956 

8 

ni 

813 

HIBERNIA 

486 

827 

696 

27 

61.6 

16 

8.9 

9.7 

26.5 

16.2 

6699 

15 

>  w 

814 

HERMAN  MILLER 

485 

781 

806 

5 

39.7 

-10 

4.9 

5.8 

12.5 

14.0 

509 

5 

:i  Hi 

815 

FUQUA  INDUSTRIES 

483 

695 

926 

_1 

7.2 

-91 

0.8 

8.2 

0.9 

1.8 

1 164 

2 

"  m 

-  3!/! 

816 

A.  SCHULMAN 

482 

937 

628 

2 

31.6 

11 

5.0 

4.7 

16.8 

17.4 

298 

8 

817 

WESTMARK  INTERNATIONAL  , 

481 

NR 

439 

20 

19.1 

83 

4.3 

2.9 

7.2 

7.1 

366 

14 

S2/2 

818 

SOUTHDOWN 

481 

NR 

593y 

9 

23.0 

33 

3.9 

3.2 

NA 

5.5 

1154 

-6 

m 

819 

CYPRESS  SEMICONDUCTOR 

479 

943 

199 

43 

30.7 

47 

15.4 

14.9 

13.9 

14.0 

286 

17 

\lr 

'■■  nn 

820 

J.  M.  SMUCKER 

479 

871 

407 

15 

29.2 

9 

7.2 

7.6 

17.9 

18.5 

218 

10 

821 

FERRO 

479 

730 

1084 

7 

49.7 

7 

4.6 

4.6 

17.1 

15.1 

697 

23 

m 

'■  ai 

822 

GRUMMAN 

478 

636 

3559y 

-2 

67.3 

-22 

1.9 

2.4 

8.1 

8.0 

2619 

4 

823 

AAR 

478 

857 

429 

12 

26.7 

16 

6.2 

6.0 

12.9 

14.7 

374 

14 

«  m 

"  H,1 

824 

CALFED 

476 

738 

3099y 

17 

82.4 

-39 

2.7 

5.0 

6.0 

5.8 

26191 

-7 

Lfl 

IOWA  RESOURCES 

473 

914 

361 

3 

42.5 

26 

11.8 

9.7 

8.3 

11.9 

1196 

0 

21/1 

PROFITS 


12 
MONTHS 
1989 
$  MIL 


CHANGE 
FROM 
1988 


12 
MONTHS 
1989 


12 
MONTHS 


ON 
INVESTED 
CAPITAL 


ON 
COMMON 
EQUITY 

% 


ASSETS 


12 
MONTHS 
1989 
$  MIL, 


CHANGE 
FROM 
1988 

% 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  2' 


DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  CROUP 

FfFNT  12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

SHARE 
PRICE 
$ 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

PE 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL, 

TURN- 
OVER 

% 

FY 

1988 
AaUAL 
$ 

1989 
AQUAL 
$ 

1990 
EST 
% 

VARI- 
ATION 

% 

41 

56/38 

1730 

NM 

0.12 

26 

6 

16 

13 

22.3 

12 

0.11 

0.19 

NA 

NM 

Food  B 

189 

11 

2.78 

32 

19 

48 

17 

29.7 

12 

2.21 

2.65 

2.90 

2.4 

Consumer  B 

16 

23/15 

NEG 

NM 

1.25 

667 

-9 

28 

33 

25.6 

07 

-0.22 

0.03 

0.11 

59.2 

Retailing 

34 

42/30 

139 

12 

7.30 

85 

18 

49 

15 

115.5 

12 

2.85 

2.95 

3.30 

5.3 

Utilities  A 

23 

26/22 

130 

11 

7.91 

90 

-2 

11 

22 

25.0 

12 

1.98 

2.05 

2.15 

2.7 

Utilities  A 

38 

45/34 

279 

16 

1.59 

25 

18 

NA 

14 

2.4 

12 

2.47 

2.38 

NA 

NM 

Conglomerates 

42 

47/41 

208 

19 

1.33 

26 

-6 

23 

12 

NA 

10 

2.46 

2.19 

NA 

NM 

Containers  B 

1  V 

12/5 

254 

NM 

0.00 

0 

95 

32 

52 

77.7 

08 

-2.52 

-0.98 

-0.14 

193.4 

Fuel  C 

yj 

22/17 

107 

11 

4.71 

51 

-13 

47 

30 

26.2 

12 

1.84 

1.56 

1.89 

2.5 

Utilities  A 

30 

39/25 

234 

17 

0.27 

5 

-18 

52 

17 

106.3 

03 

1.75 

1.72d 

2.34 

12.4 

Metals  C 

22 

23/16 

305 

17 

1.10 

18 

-1 

23 

24 

73.9 

12 

1.40 

1.30 

1.61 

6.7 

Transportation  D 

18 

40/16 

254 

14 

0.00 

0 

-4 

43 

28 

113.8 

12 

1.07 

1.25 

1.61 

4.6 

Telecomms.  A 

22 

28/18 

151 

9 

3.04 

26 

13 

42 

23 

54.8 

02 

1.55 

2.60d 

2.78 

3.6 

Nonbonk  fin.  A 

32 

39/24 

200 

20 

4.88 

96 

36 

32 

16 

70.9 

12 

2.00 

1.63 

2.34 

4.7 

Utilities  B 

29 

33/25 

117 

9 

4.14 

36 

8 

47 

18 

39.2 

12 

3.21 

3.38 

3.71 

3.5 

Bonks  B 

20 

23/9 

151 

14 

0.00 

0 

1 

25 

26 

87.7 

12 

1.90 

1.40 

2.03 

4.7 

Office  equipment  B 

26 

46/22 

81 

24 

3.08 

73 

-25 

61 

20 

207.7 

09 

3.74 

1.09 

1.23 

39.9 

Leisure  D 

54 

54/35 

669 

22 

0.00 

0 

36 

35 

9 

29.2 

11 

2.09 

2.48 

2.80 

2.5 

Leisure  A 

28 

46/23 

197 

12 

2.90 

36 

-23 

77 

18 

175.2 

03 

1.66 

2.25d 

3.30 

21.8 

Transportation  C 

25 

39/22 

92 

NM 

2.38 

DEF 

-28 

48 

20 

62.0 

12 

3.46 

-0.04 

0.87 

35.4 

Transportation  D 

19 

21/17 

122 

10 

8.10 

81 

16 

23 

26 

64.6 

12 

1.83 

1.92 

1.97 

5.1 

Utilities  A 

59 

61  /41 

257 

12 

1.50 

18 

30 

35 

8 

32.1 

04 

4.06 

4.80d 

5.38 

2.0 

Consumer  D 

30 

35/18 

330 

20 

2.47 

50 

67 

39 

16 

58.3 

12 

1.49 

1.49 

1.61 

2.2 

Telecomms.  A 

16 

19/11 

NEG 

14 

1.52 

21 

14 

30 

31 

81.1 

02 

0.89 

1.17d 

1.35 

3.7 

Publishing/TV  B 

22 

25/21 

132 

11 

7.53 

82 

11 

26 

23 

35.2 

12 

2.28 

1.98 

2.19 

2.6 

Utilities  A 

13 

26/7 

103 

5 

0.00 

0 

-38 

30 

37 

312.6 

08 

3.38 

2.85 

0.13 

185.6 

Electrical  D 

10/6 

119 

11 

0.00 

0 

-37 

9 

80 

31.1 

12 

0.93 

0.58 

0.73 

19.7 

Automotive  B 

28 

31/25 

164 

9 

1.79 

16 

-8 

6 

18 

4.7 

12 

3.01 

3.04 

3.27 

6.8 

Conglomerates 

28 

28/18 

197 

14 

3.20 

44 

38 

12 

18 

9.9 

12 

1.82 

1.99 

2.10 

8.3 

Bonks  B 

20 

55/20 

NEG 

4 

0.00 

0 

-60 

44 

25 

148.7 

12 

13.57 

4.54 

4.36 

38.2 

Chemicals 

40 

44/26 

237 

17 

1.92 

33 

51 

52 

12 

89.5 

03 

1.98 

2.30d 

2.66 

3.2 

Services  A 

25 

29/20 

116 

17 

1.03 

17 

-16 

NA 

19 

99.5 

09 

1.27 

1.53 

2.00 

14.3 

Electrical  B 

18 

26/18 

128 

8 

5.59 

43 

19 

25 

27 

50.1 

12 

2.08 

2.30 

2.60 

4.4 

Banks  C 

20 

24/18 

171 

11 

2.60 

29 

-10 

60 

24 

101.4 

05 

1.71 

1.82d 

1.96 

5.3 

Office  equipment  A 

23 

33/20 

118 

66 

1.42 

94 

-26 

38 

21 

97.1 

12 

3.55 

0.34 

1.33 

11.8 

Conglomerates 

36 

38/27 

266 

16 

1.22 

19 

25 

57 

13 

54.7 

08 

2.06 

2.30 

2.56 

2.4 

Chemicals 

49 

52/27 

179 

26 

0.00 

0 

64 

82 

10 

261.4 

12 

1.05 

1.85 

2.79 

3.7 

Health  core  0 

29 

29/20 

159 

29 

1.72 

51 

43 

S3 

17 

57.5 

12 

2.33 

0.99 

2.21 

16.0 

Housing  A 

13 

15/8 

218 

16 

0.00 

0 

7 

64 

37 

98.1 

12 

0.56 

0.80 

0.92 

7.0 

Electrical  D 

65 

78/58 

304 

16 

1.60 

25 

11 

46 

7 

19.5 

04 

3.75 

4.17d 

4.69 

3.4 

Food  B 

25 

41/20 

156 

11 

2.61 

28 

7 

44 

20 

334.3 

12 

2.27 

2.25 

2.29 

4.4 

Chemicals 

15 

23/13 

61 

8 

6.90 

52 

-27 

37 

33 

50.8 

12 

2.50 

1.91 

2.04 

7.2 

Aerospace 

30 

38/26 

263 

16 

1.61 

27 

21 

68 

16 

57.0 

05 

1.56 

1.81d 

2.11 

7.6 

Services  B 

19 

29/15 

33 

6 

7.37 

43 

-18 

80 

25 

109.5 

12 

5.36 

3.28 

2.82 

21.9 

Nonbonk  fin.  C 

22 

22/17 

135 

11 

7.82 

89 

22 

18 

22 

29.9 

12 

1.49 

1.90 

1.98 

4.7 

Utilities  A 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

DETI IDKJ 
Kt  1  UKiN 

ASSETS 

.illl 

;  DS 
'  11 
i 

$  Mil 

YEAR 
AGO 
RANK 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 

% 

12 
MONTHS 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

826 

SOUTH  CAROLINA  NATIONAL 

473 

846 

659 

19 

59.2 

9 

9.0 

9.9 

25.7 

13.9 

6216 

10 

" 

827 

KIMBALL  INTERNATIONAL 

472 

966 

623 

14 

40.0 

27 

6.4 

5.8 

15.0 

15.2 

360 

10 

i  !3 

828 

SHONEY'S 

471 

NR 

855y 

9 

18.9 

-58 

2.2 

5.7 

24.4 

NM 

400 

-1 

9  ) 

829 

TERADATA 

471 

NR 

175 

52 

12.6 

35 

7.2 

8.1 

11.0 

11.9 

173 

38 

^ 

830 

NORDSON 

470 

851 

295 

15 

32.8 

-1 

11.1 

12.9 

25.5 

30.7 

163 

27 

I  59 

831 

APPLIED  MATERIALS 

470 

912 

534 

32 

49.1 

3 

9.2 

11.8 

17.3 

19.3 

434 

28 

8  33 

832 

LUBY'S  CAFETERIAS 

470 

817 

290 

11 

30.0 

8 

10.4 

10.6 

17.7 

18.0 

209 

13 

1  H 

833 

MCN 

468 

952 

1297 

1 

51.3 

4 

4.0 

3.9 

10.8 

16.7 

1365 

7 

8  !t 

834 

UTILICORP  UNITED 

467 

935 

732 

9 

48.3 

18 

6.6 

6.1 

10.3 

12.8 

1467 

30 

1  n 

83r, 

OITANO  GROUP 

466 

NR 

626 

35 

30.7 

34 

4.9 

4.9 

19.2 

25.4 

390 

38 

II  40 

836 

CILCORP 

466 

870 

459 

-3 

52.8 

7 

11.5 

10.5 

10.0 

13.8 

1136 

4 

if  39 

837 

STANDARD  REGISTER 

466 

777 

709 

5 

40.4 

6 

5.7 

5.6 

12.0 

12.7 

459 

5 

'»  iO 

838 

NETWORK  EQUIPMENT  TECHNOLOGY 

465 

NR 

180 

43 

20.3 

34 

11.3 

12.1 

12.7 

19.7 

222 

94 

II  3V 

839 

MEDICAL  CARE  INTERNATIONAL 

465 

NR 

140 

37 

16.2 

97 

11.6 

8.1 

16.9 

13.1 

183 

35 

H  VI 

840 

NACCO  INDUSTRIES 

464 

NR 

1188 

93 

53.9 

20 

4.5 

7.3 

8.2 

19.5 

1680 

101 

a  »/ 

841 

CHIRON 

463 

NR 

35 

23 

-19.3 

NM 

NM 

NM 

NM 

-16.6 

126 

90 

I  s 

842 

OLD  REPUBLIC  INTERNATIONAL 

463 

864 

1151a 

8 

51.8 

-43 

4.5 

8.5 

NM 

14.6 

3128 

8 

«  30/ 

843 

CHARMING  SKOPPES 

462 

572 

809 

12 

36.4 

-5 

4.5 

5.3 

12.8 

14.4 

454 

20 

!  H 

844 

CETUS 

462 

956 

20 

-32 

-55.8 

NM 

NM 

NM 

NA 

-60.6 

254 

-2 

1/  W 

845 

GLOBAL  MARINE 

460 

NR 

188 

34 

-61.5 

NM 

NM 

NM 

NM 

NM 

583 

-56 

i  i 

846 

HOME  SHOPPING  NETWORK 

459 

786 

829 

11 

-13.0 

NM 

NM 

2.8 

NM 

-8.1 

546 

-3 

!  1 

847 

GLENFED 

457 

705 

2737  y 

12 

116.0 

-25 

4.2 

6.3 

8.0 

9.6 

25259 

1 

i'i  !6, 

848 

STEWART  &  STEVENSON  SERVICES 

456 

NR 

605 

28 

27.3 

31 

4.5 

4.4 

19.1 

17.6 

273 

19 

I  33/ 

849 

LAWSON  PRODUCTS 

456 

NR 

177 

7 

21.9 

8 

12.3 

12.2 

25.3 

25.3 

119 

13 

5  VI 

8S0 

GOLDEN  NUGGET 

456 

948 

300 

71 

-21.2 

NM 

NM 

NM 

NM 

-18.0 

1144 

8 

>  n 

8r,i 

CENTRAL  FIDELITY  BANKS 

455 

872 

537 

20 

54.4 

10 

10.1 

11.1 

20.6 

14.4 

5335 

13 

t  Sr 

852 

CARPENTER  TECHNOLOGY 

454 

860 

614 

1 

32.8 

-1 

5.3 

5.4 

10.2 

10.5 

681 

5 

a  SI 

853 

HOUGHTON  MIFFLIN 

452 

668 

404 

'10 

23.0 

_5 

5.7 

6.5 

12.3 

11.3 

332 

13 

!i  49; 

854 

FHP  INTERNATIONAL 

452 

NR 

819 

38 

26.3 

37 

3.2 

3.2 

NA 

21.0 

364 

51 

1!  U 

855 

MIDWEST  ENERGY 

450 

908 

573 

0 

53.7 

22 

9.4 

7.7 

11.2 

17.4 

1103 

1 

I'  13/ 

856 

FIRST  AMERICAN 

447 

814 

751 

7 

4.2 

-86 

0.6 

4.4 

NM 

1.0 

7058 

0 

»  HI 

857 

RELIANCE  GROUP  HOLDINGS 

447 

902 

4012 

29 

21.7 

-8 

0.5 

0.8 

NM 

4.8 

10400 

15 

1  9 

858 

W.  R.  BERKLEY 

447 

930 

551 

3 

55.8 

-6 

10.1 

11.1 

15.2 

17.0 

1356 

10 

'  V/: 

859 

FIRST  EMPIRE  STATE 

445 

916 

628 

17 

50.7 

14 

8.1 

8.3 

19.6 

12.5 

6234 

6 

8  m 

860 

SEQUENT  COMPUTER  SYSTEMS 

444 

NR 

146 

91 

13.8 

148 

9.5 

7.3 

13.6 

13.2 

147 

94 

'  Vl\ 

861 

HECHINGER 

443 

684 

1230 

21 

31.0 

-37 

2.5 

4.8 

6.9 

9.1 

765 

17 

'1  iDp 

862 

MORRISON 

442 

858 

875y 

18 

32.2 

11 

3.7 

3.9 

16.5 

17.9 

291 

0 

I  3^ 

863 

PAN  AM 

440 

724 

3561 

0 

-452.1 

NM 

NM 

NM 

NM 

NM 

2385 

10 

'  ir 

864 

BROWN  GROUP 

440 

740 

1821 

7 

30.8 

2 

1.7 

1.8 

9.2 

9.2 

725 

-5 

t  3W 

865 

RPM 

440 

978 

396 

10 

26.1 

12 

6.6 

6.5 

13.0 

16.4 

308 

12 

866 

PHILIPS  INDUSTRIES 

438 

764 

953 

10 

39.2 

-14 

4.1 

5.3 

13.3 

14.4 

477 

1 

!  !J/| 

867 

CINCINNATI  MILACRON 

438 

756 

851 

0 

18.4 

-30 

2.2 

3.1 

7.7 

NA 

680 

5 

11  in 

868 

MERCANTILE  BANCORPORATION 

437 

886 

745 

11 

0.5 

-98 

0.1 

4.3 

NM 

0.1 

6942 

7 

869 

COMMERCE  BANCSHARES 

436 

890 

568 

19 

59.0 

20 

10.4 

10.2 

NA 

14.8 

5829 

10 

*  3C/J 

im 

UNITED  ILLUMINATING 

436 

984 

531 

2 

-73.4 

NM 

NM 

15.2 

NM 

-18.3 

2195 

3 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

RECENT 

12M0NTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

SHARE 
PRICE 
$ 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

PE 
RATIO 

YIELD 

/o 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT, 
MIL. 

TURN- 
OVER 

% 

FY 

1988 
AaUAL 
$ 

1989 
AaUAL 
$ 

1990 
EST 
$ 

VARI- 
ATION 

% 

27/20 

111 

8 

3.29 

27 

3 

36 

22 

40.8 

12 

2.43b 

2.64 

2.89 

3.4 

Banks  C 

22 

23/17 

179 

14 

2.70 

37 

31 

21 

21 

15.0 

06 

1.68 

1.62 

1.94 

2.3 

Consumer  B 

13 

13/8 

NEG 

25 

0.00 

0 

31 

62 

37 

48.4 

10 

1.22 

0.50 

0.70 

6.9 

Leisure  A 

35 

35/12 

447 

50 

0.00 

0 

60 

49 

13 

210.6 

06 

0.61 

0.70 

1.28 

5.9 

Office  equipment  B 

50 

59/44 

440 

14 

1.44 

20 

-1 

25 

9 

27.9 

10 

3.1 1 

3.53 

3.84 

5.2 

Manufacturing  C 

29 

33/22 

185 

9 

0.00 

0 

1 1 

68 

16 

314.7 

10 

2.43 

3.07 

2.80 

11.1 

Manufacturing  C 

26 

28/23 

281 

16 

2.49 

40 

-3 

37 

18 

28.6 

08 

1.51 

1.62 

1.79 

2.3 

Leisure  A 

20 

24/17 

157 

9 

7.83 

72 

31 

46 

23 

44.8 

12 

2.32 

2.20 

2.23 

3.4 

Utilities  B 

21 

22/18 

140 

10 

7.02 

71 

23 

14 

23 

34.5 

12 

1.94 

2.04 

2.18 

6.4 

Utilities  A 

34 

40/21 

386 

15 

0.00 

0 

29 

NA 

14 

33.6 

12 

1.86 

2.21 

2.97 

1.9 

Consumer  A 

35 

39/32 

133 

10 

7.13 

69 

15 

33 

14 

20.6 

12 

3.31 

3.58 

3.28 

2.9 

Utilities  A 

16 

20/15 

146 

12 

3.58 

41 

-7 

57 

30 

49.8 

12 

1.28 

1.35 

1.51 

1.4 

Office  equipment  A 

34 

34/19 

451 

22 

0.00 

0 

45 

77 

14 

128.6 

03 

1.15 

1.50d 

1.85 

5.0 

Office  equipment  C 

27 

27/12 

377 

27 

0.00 

0 

89 

59 

18 

250.6 

12 

0.57 

0.97 

1.27 

3.6 

Health  care  C 

52 

59/35 

168 

9 

1.11 

10 

42 

56 

9 

34.9 

12 

5.08 

6.08 

5.72 

9.3 

Fuel  A 

30 

35/16 

397 

NM 

0.00 

0 

58 

48 

16 

199.5 

04 

-1.32 

-0.47d 

0.23 

93.1 

Health  care  B 

24 

30/23 

72 

5 

3.07 

17 

-6 

NA 

19 

50.9 

12 

2.29 

4.44 

4.19 

8.8 

Nonbank  fin.  B 

9 

19/8 

183 

13 

1.30 

17 

-46 

56 

50 

145.6 

01 

0.76 

0.72 

0.94 

12.1 

Retailing 

17 

19/11 

502 

NM 

0.00 

0 

38 

27 

28 

220.9 

06 

-0.86 

-1.88 

-1.66 

18.0 

Health  care  B 

5 

6/0 

1654 

NM 

0.00 

0 

913 

6 

94 

84.9 

12 

-5.14 

-0.61 

-0.26 

5.8 

Fuel  C 

7 

9/3 

287 

NM 

0.00 

0 

26 

12 

66 

66.1 

08 

0.21 

-0.25 

0.35 

49.3 

Retailing 

15 

26/13 

38 

4 

8.07 

32 

-26 

41 

31 

90.5 

06 

5.26b 

3.73 

3.46 

8.5 

Nonbank  fin.  C 

3! 

33/15 

309 

17 

0.52 

9 

93 

62 

15 

183.0 

01 

1.51 

1.85d 

2.16 

11.5 

Services  B 

27 

27/19 

528 

17 

1.35 

22 

20 

32 

17 

64.1 

12 

1.42 

1.61 

1.76 

1.6 

Services  B 

26 

34/18 

386 

NM 

0.00 

0 

34 

10 

17 

125.4 

12 

-0.35 

-1.27 

0.73 

74.7 

Leisure  C 

30 

35/27 

120 

8 

4.20 

35 

9 

32 

IS 

25.9 

12 

3.20 

3.53 

3.79 

1.2 

Banks  C 

51 

55/45 

145 

16 

4.71 

76 

-3 

76 

9 

50.7 

06 

2.67 

3.16 

5.03 

9.1 

Metals  B 

32 

49/26 

222 

20 

2.20 

43 

-41 

57 

14 

95.0 

12 

1.70 

1.62 

1.97 

6.7 

Publishing/TV  B 

18 

26/9 

361 

18 

0.00 

0 

92 

65 

25 

242.1 

06 

0.73 

1.03 

1.34 

3.3 

Health  care  C 

21 

23/18 

160 

9 

7.86 

72 

23 

6 

22 

12.7 

12 

1.83 

2.28 

1.92 

7.2 

Utilities  A 

19 

26/16 

103 

NM 

6.45 

694 

-3 

34 

23 

51.0 

12 

1.32 

0.18 

2.48 

9.3 

Banks  C 

6 

9/4 

98 

21 

5.33 

110 

-7 

12 

75 

12.3 

12 

0.32 

0.29 

0.25 

68.2 

Nonbank  fin.  B 

38 

47/29 

136 

8 

1.06 

8 

23 

NA 

12 

99.1 

12 

4.71 

4.73 

4.57 

8.4 

Nonbank  fin.  B 

65 

73/54 

110 

9 

1.84 

17 

19 

42 

7 

16.2 

12 

6.02 

7.04 

7.91 

3.4 

Banks  A 

27 

27/10 

426 

38 

0.00 

0 

91 

47 

17 

262.9 

12 

0.34 

0.70 

1.00 

6.3 

Office  equipment  B 

12 

20/11 

114 

13 

1.31 

18 

-34 

26 

36 

87.6 

01 

1.30 

0.9  Id 

1.20 

12.2 

Retailing 

26 

34/23 

246 

14 

2.46 

34 

1 

46 

17 

109.9 

05 

1.79 

1.91d 

2.26 

3.1 

Leisure  A 

3 

5/3 

NEG 

NM 

0.00 

0 

-13 

19 

147 

127.5 

12 

-0.68 

-3.10 

-1.32 

44.9 

Transportation  A 

25 

36/22 

131 

14 

6.37 

90 

-24 

59 

18 

45.4 

01 

1.74 

1.78 

2.26 

11.0 

Consumer  A 

20 

21/16 

277 

16 

3.49 

55 

29 

39 

23 

59.5 

05 

1.08 

1.23d 

1.39 

4.5 

Housing  A 

15 

25/13 

161 

12 

3.90 

46 

-24 

65 

28 

104.3 

03 

1.61 

1.30d 

1.51 

25.3 

Manufacturing  A 

18 

24/15 

198 

24 

4.00 

96 

-15 

63 

24 

43.6 

12 

1.02 

0.75 

1.09 

25.6 

Manufacturing  B 

27 

29/24 

107 

NM 

5.19 

4667 

-7 

40 

16 

41.8 

12 

1.79 

0.03 

3.18 

13.1 

Banks  B 

24 

30/21 

110 

8 

2.67 

21 

20 

26 

18 

13.0 

12 

2.46 

3.12 

3.26 

2.5 

Banks  B 

31 

34/25 

119 

NM 

7.39 

DEF 

27 

39 

14 

55.7 

12 

4.85 

-5.87 

3.78 

12.1 

Utilities  A 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RfRJRN 

ASSETS 

S  MIL 

YEAR 
AGO 
RANK 

12 
MOhfTHS 
1989 

CHANGt 
FROM 
1988 

12 

MO^^THS 

1989 
$  MIL 

CHANG£ 
FROM 
1988 

12 
M0NT>1S 
1989 

12 

MONTHS 
1988 

% 

ON 
INVESTH) 
CAPfTAl 

ON 
COMMON 

Eowrr 

12 
MONTHS 
1989 
S  MIL 

CHANG! 
FROM 
1988 

% 

871 

SYSTEMATICS 

434 

946 

221 

14 

19.5 

15 

8.9 

8.8 

23.9 

24.9 

124 

13 

<  • 

v7"^ 

CHARLES  SCHWAB 

434 

NR 

S53v 

41 

18.9 

156 

3.4 

1.9 

45.9 

1 1.3 

3480 

37 

■  C 

873 

STRATUS  COMPUTER 

433 

776 

341 

29 

35.4 

21 

10.4 

11.1 

16.6 

19.2 

274 

37 

:  s 

ST4 

3COM 

432 

650 

414 

34 

25.4 

-13 

6.1 

9.5 

NA 

1 1.8 

260 

18 

i  » 

ST  5 

CPI 

431 

959 

351a 

15 

32.7 

15 

9.3 

9.3 

26.2 

26.3 

189 

4 

^  * 

ST6 

BECKMAN  INSTRUMENTS 

431 

NR 

786 

2 

41.9 

_1 

5.3 

5.5 

16.6 

'7.1 

597 

NA 

577 

BRI6GS  &  STRATTON 

430 

91 1 

904 

0 

-8.8 

NM 

NM 

1.6 

NM 

-3.5 

623 

0 

PARK  COMMUNICATIONS 

430 

928 

163 

2 

18.7 

_2 

11.5 

1 1.9 

9.0 

10.4 

289 

:  & 

PRIME  MOTOR  INNS 

429 

543 

416v 

4 

77.9 

5 

18.7 

18.6 

9.3 

15.9 

1342 

34 

:  w 

880 

ALBANY  INTERNATIONAL 

428 

882 

505 

10 

44.5 

23 

8.8 

7.9 

14.5 

18.6 

566 

19 

K 

SSI 

STERLING  CHEMICALS 

428 

517 

503 

-31 

61.3 

-73 

12J 

31.3 

35.2 

63.7 

335 

] 

I  H 

PAINEWEBBER  GROUP 

427 

798 

2926y 

16 

52.0 

23 

1.8 

1.7 

57.0 

4.3 

18408 

7 

K 

FIRST  BRANDS 

427 

NR 

1158 

2 

59.8 

132 

5.2 

2.3 

15.5 

31.3 

819 

0 

:  w 

8&4 

WEINGARTEN  REALTY  INVESTORS 

427 

963 

66a 

2 

14.5 

-34 

21.8 

33.8 

NM 

14.6 

360 

v/ 

885 

BOB  EVANS  FARMS 

425 

854 

442 

7 

28.2 

-10 

6.4 

7.6 

12.9 

13.0 

256 

10 

■i  w 

TEIECREDIT 

425 

986 

162y 

5 

27.9 

2591 

17.2 

0.7 

NA 

33.2 

119 

21 

"  c 

SS7 

DAUPHIN  DEPOSIT 

422 

905 

329 

1 1 

44.4 

9 

13.5 

13.6 

19.5 

15.4 

3259 

_2 

!  E" 

INSPIRATION  RESOURCES 

422 

735 

1420y 

-1 

25.2 

-40 

1.8 

2.9 

6.2 

5.7 

910 

13 

SS9 

CUMMINS  ENGINE 

421 

679 

351 1 

6 

-6.1 

NM 

NM 

NM 

NM 

-3.8 

1978 

_4 

C  W 

890 

WATTS  INDUSTRIES 

4 1 9 

965 

252 

23 

24.9 

16 

9.9 

10.5 

12.2 

15.7 

276 

43 

891 

ONEOK 

418 

NR 

631 

7 

38.2 

247 

6.0 

1.9 

9.5 

1 1.6 

1062 

7 

VI 

892 

T.  ROWE  PRICE  ASSOCIATES 

417 

NR 

160y 

12 

29.7 

1 1 

18.6 

18.7 

30.3 

30.5 

131 

28 

u 

893 

COLLINS  FOODS  INTERNATIONAL 

416 

901 

549v 

4 

30.6 

5 

5.6 

5.4 

NA 

12.7 

415 

9 

'  Q' 

^m4 

WENDY'S  INTERNATIONAL 

410 

723 

1 070 

] 

23.7 

—17 

2.2 

2.7 

5.4 

5.5 

780 

0 

•■95 

CHESAPEAKE 

409 

856 

813 

14 

47.6 

_8 

5.9 

7.2 

10.3 

15.5 

790 

19 

MANVILLE 

408 

NR 

2192 

172.7 

94 

7.9 

4.3 

13.9 

38.0 

2640 

10 

^  _ 

GIBSON  GREETINGS 

407 

945 

465 

15 

42.4 

21 

9.1 

8.7 

19.9 

20.4 

381 

22 

-  9f, 

WESCO  FINANCIAL 

406 

NR 

1 82a 

_2 

29.1 

2 

16.0 

15.5 

10.1 

10.8 

738 

4 

899 

LIBERTY 

406 

NR 

368 

9 

33.9 

49 

9.2 

6.8 

9.6 

1 1.9 

i526 

8 

900 

FIRST  SECURITY 

403 

NR 

607 

16 

43.1 

31 

7.1 

6.3 

17.6 

10.4 

5795 

12 

901 

PIER  1  IMPORTS 

403 

919 

492 

27 

24.6 

24 

5.0 

5.1 

12.2 

13.6 

350 

22 

902 

ROLLINS 

402 

875 

402 

23.5 

_5 

5.9 

6.5 

32.9 

32.9 

165 

8 

903 

FEDERAL-MOGUL 

40 1 

709 

1084 

_g 

33.4 

-23 

3.1 

3.7 

8.9 

1 1.7 

810 

Q 

'  »T 

904 

NWNL 

40 1 

NR 

1 393y 

_^ 

53  5 

91 

3.8 

1  9 

NA 

1 0.9 

8271 

7 

"I 

905 

FOREMOST  CORP  OF  AMERICA 

400 

867 

436 

_5 

—3.6 

NM 

NM 

5.3 

NA 

-1.7 

788 

_3 

- 

906 

HECIA  MINING 

398 

923 

99 

_3 

—22.4 

NM 

NM 

1 6.2 

NM 

—16.7 

222 

5 

907 

SPX 

395 

825 

632 

12 

23.6 

—12 

3.7 

4_7 

NA 

10.5 

550 

-15 

'■  at 

90S 

MEASUREX 

394 

800 

285 

3 

40.7 

10 

14.3 

14.0 

17.4 

17.7 

333 

10 

909 

KANSAS  CITY  SOUTHERN  INDUSTRIES 

393 

913 

504 

-1 

37.1 

NM 

7.4 

NM 

9.2 

11.9 

960 

5 

■  ai 

910 

ORION  PICTURES 

392 

NR 

510 

12 

16.1 

60 

3.2 

2.2 

10.1 

8.9 

868 

5 

■■  aii 

1  911 

■  CENTOCOR 

392 

NR 

72 

30 

0.1 

-97 

0.2 

7J 

0.5 

0.1 

180 

18 

Mm 

912 

PIC  'N'  SAVE 

391 

743 

45Sa 

13 

40.1 

-13 

8.8 

11.9 

19.7 

19.5 

338 

29 

1  913 

:  CLEVELAND-CLIFFS 

391 

NR 

351 

18 

62.5 

47 

17.8 

14.3 

NA 

29.2 

409 

6 

i  914 

]  TEKTRONIX 

391 

686 

1420 

-1 

2.9 

NM 

0.2 

NM 

0.9 

0.6 

1007 

0 

:  915 

:  DIAGNOSTIC  PRODUCTS 

389 

NR 

60 

28 

15.2 

22 

25.2 

26.4 

22.5 

22.5 

84 

28 
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ALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

CENT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

^ARE 
RICE 
$ 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL. 

TURN- 
OVER 

% 

FY 

1988 
AQUAL 
$ 

1989 
ACTUAL 
$ 

1990 
EST 
$ 

VARI- 
ATION 

% 

40 

40/30 

554 

21 

1.31 

27 

—7 

1  1 

.tC  T 
43./ 

03 

1  AO 
Lots 

1.94d 

2.26 

0  fl 
A.O 

Office  ec|uipfnent  C 

17 

17/9 

260 

25 

0.70 

18 

78 

17 

25 

38.5 

12 

0.27 

0.68 

0.76 

0  7 
7./ 

Nonbank  tin.  A 

22 

35/19 

235 

13 

0.00 

0 

—20 

65 

20 

307.1 

10 
Ix 

y  AK 
1 .43 

1.71 

1.99 

A  A 
4.0 

Office  equipment  B 

15 

29/10 

201 

20 

0.00 

0 

—56 

38 

29 

364.1 

AC 
03 

1.18 

0.73d 

1.19 

1 A  A 
10.0 

Office  equipment  B 

28 

34/21 

347 

14 

1.71 

24 

30 

TO 

1  c 
Id 

TO  A 
/  Z.4 

A1 
0  1 

1  01 
l.o  1 

2.03d 

2.43 

0  7 
A./ 

Leisure  D 

15 

23/14 

176 

10 

1.85 

19 

—14 

NA 

29 

98.6 

12 

1  AO 

1.47 

1.59 

A  1 

electrical  \m 

30 

31/24 

172 

NM 

5.38 

DEF 

9 

A7 

0/ 

1 A 
1*1 

OA  A 

OO 

O  AO 
A.O7 

-1.39 

1.95 

4.0 

AAanufacturing  C 

21 

25/18 

238 

23 

0.00 

0 

7 

1 1 

21 

7.2 

12 

0.92 

0.91 

1.00 

NM 

D..ui:rU:«_  /TV/  D 
ruDlishing/ 1 V  b 

13 

38/11 

87 

6 

0.62 

3 

—60 

62 

oo 

1  >IO  o 

AA 
00 

0  AC 
A.03 

2.35 

1.98 

17  c 
I/.3 

Leisure  C 

17 

24/16 

180 

10 

2.1 1 

20 

10 

44 

26 

32.3 

12 

1.46 

1.75 

1.83 

5.8 

Manufacturing  D 

8 

18/7 

445 

4 

12.90 

57 

AO 

NA 

o 

AO 

Or 

^  CA 
J.30 

1.77 

0.61 

00  A 

Chemicals 

17 

24/16 

65 

16 

3.06 

50 

—6 

58 

25 

71.9 

12 

0.58 

l.OS 

1.37 

17.3 

Nonbank  tin.  A 

20 

20/16 

234 

7 

0.00 

0 

NA 

NA 

22 

NA 

AA 
OO 

A  fA 
— 0./4 

2.79 

NA 

NM 

Manufacturing  A 

31 

33/25 

458 

31 

6.16 

194 

20 

37 

14 

31.7 

12 

1.53 

0.97 

1.26 

15.7 

Housing  B 

13 

16/12 

196 

14 

1.96 

28 

—18 

20 

oo 

CC  A 
33.0 

nA 
04 

A  oc 
0.73 

0.93d 

1.09 

0  1 
7. 1 

Leisure  A 

39 

42/30 

505 

15 

2.58 

39 

17 

58 

1 1 

1 14.2 

04 

2.26 

2.57d 

3.01 

3.0 

Nonbank  fin.  A 

33 

38/28 

146 

1  n 
lU 

4.37 

42 

2 

OA 

1  o 

oT  a 
2/.0 

io 

1 A 

t  yA 
J.  14 

3.42 

3.67 

0  1 
J.  1 

Banks  A 

6 

9/5 

96 

16 

1.92 

32 

—28 

21 

68 

50.5 

12 

0.63 

0.38 

0.72 

39.1 

Metals  C 

47 

72/45 

kl  Jul 

4.72 

DEF 

O  1 

o 
y 

1  OA  A 
1  OO.O 

io 

1 A 

A  71 

-1.52 

0.22 

1  CAO 
I307 

Automotive  B 

33 

40/28 

265 

18 

0.60 

n 

17 

47 

13 

41.2 

06 

1.50 

1.82 

2.14 

1.9 

Manufacturing  A 

16 

17/11 

129 

12 

4.86 

59 

39 

24 

27 

55.0 

08 

0.24 

1.29 

1.41 

Q  7 

6,7 

Utilities  b 

29 

32/19 

429 

15 

2.07 

30 

48 

38 

14 

36.9 

12 

1.81 

2.00 

2.22 

3.0 

Nonbank  fin.  A 

18 

23/17 

173 

13 

1.09 

14 

2 

58 

23 

52.9 

04 

1.27 

1.39d 

1.61 

1.1 

Leisure  A 

4 

7/4 

95 

17 

5.65 

96 

-36 

22 

96 

60.8 

12 

0.30 

0.25 

0.27 

15.5 

Leisure  A 

20 

24/18 

133 

9 

3.62 

31 

—10 

48 

21 

23.1 

12 

2.51 

2.31 

2.02 

9.5 

Paper  B 

9 

11/7 

98 

7 

0.00 

0 

15 

20 

48 

33.1 

12 

0.73 

1.28 

1.00 

14.6 

Housing  A 

26 

29/21 

1 0A 

1.31 

13 

1 1 

81 

16 

171.8 

12 

2.25 

2.68 

2.65 

3.5 

Leisure  D 

57 

77/41 

150 

13 

1.44 

19 

31 

86 

7 

5.7 

12 

4.22 

4.26 

NA 

NM 

Nonbank  fin.  A 

48 

48/33 

142 

12 

1.68 

20 

29 

25 

9 

19.0 

12 

2.55 

3.98 

2.88 

13.9 

Nonbank  fin.  B 

33 

34/25 

97 

9 

3.94 

37 

30 

48 

12 

33.8 

12 

2.70 

3.48 

3.70 

6.7 

Bonks  D 

11 

14/10 

lo 

1.41 

22 

—15 

39 

35 

81.6 

02 

0.70 

0.73d 

0.92 

5.1 

Consumer  B 

17 

21/16 

562 

17 

3.29 

56 

1 

42 

24 

18.1 

12 

1.05 

1.00 

1.20 

3.4 

Services  E 

18 

29/17 

161 

14 

5.11 

73 

-28 

48 

22 

69.1 

12 

1.74 

1.26 

1.39 

8.4 

Automotive  B 

31 

44/27 

82 

7 

3.87 

29 

6 

60 

13 

163.2 

12 

4.33 

4.14 

5.25 

6.7 

Nonbank  fin.  B 

33 

39/32 

1  HQ 
loo 

uu 
Nm 

3.25 

DEF 

4 

NA 

12 

54.8 

12 

1.99 

-0.30 

2.39 

12.7 

Nonbank  fin.  o 

15 

16/12 

297 

NM 

0.34 

DEF 

7 

26 

27 

102.5 

12 

0.61 

-0.83 

0.19 

101.3 

Metals  C 

26 

42/23 

3.90 

60 

0 

51 

15 

1 15.4 

12 

3.64 

1.66 

2.42 

7.1 

Automotive  B 

22 

31/21 

171 

10 

1.80 

18 

-26 

77 

18 

109.6 

11 

1.95 

2.17 

1.95 

4.4 

Electrical  C 

38 

55/32 

127 

11 

2.86 

30 

-2 

46 

10 

66.1 

12 

-4.52 

3.55 

3.33 

6.4 

Transportation  B 

22 

27/15 

219 

34 

0.00 

0 

35 

24 

18 

54.4 

02 

0.79 

0.63d 

0.95 

24.9 

Leisure  B 

34 

34/17 

300 

NM 

0.00 

0 

69 

44 

12 

155.2 

12 

0.36 

0.01 

-0.11 

184.1 

Health  care  B 

11 

19/9 

190 

10 

0.00 

0 

-20 

74 

36 

145.6 

12 

1.24 

1.06d 

1.22 

9.0 

Retailing 

34 

34/26 

182 

6 

2.39 

15 

2 

64 

12 

66.0 

12 

3.28 

5.37 

4.37 

8.8 

Metals  C 

14 

24/13 

80 

NM 

4.44 

DEF 

-35 

79 

29 

56.6 

05 

0.66 

-0.09d 

1.04 

29.5 

Electrical  C 

33 

38/19 

576 

27 

0.74 

20 

44 

26 

12 

20.9 

12 

1.00 

1.20 

1.46 

4.7 

Health  care  B 
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(OMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

AAARGINS 

RETURN 

ASSETS 

$  MIL 

YEAR 
AGO 
RANK 

\2 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 

% 

12 
MONTHS 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1989 
$  MIL. 

CHAN(' 
FROM 
1988 

% 

916 

MDU  RESOURCES  GROUP 

389 

985 

338 

-2 

36.7 

5 

10.9 

10.2 

8.3 

12.5 

999 

4 

917 

FIRST  TENNESSEE  NATIONAL 

388 

899 

709 

16 

28.8 

-45 

4.1 

8.6 

15.3 

7.7 

6398 

918 

ORANGE  &  ROCKLAND  UTILITIES 

388 

968 

536 

10 

44.5 

0 

8.3 

9.2 

10.1 

13.1 

952 

919 

ANALOG  DEVICES 

387 

815 

449 

-1 

19.2 

-53 

4.3 

9.1 

5.1 

5.3 

439 

920 

JERRICO 

387 

990 

656 

1 

-2.0 

NM 

NM 

2.8 

NA 

-4.9 

702 

63 

921 

RYAN'S  FAMILY  STEAK  HOUSES 

386 

NR 

241 

25 

21.5 

11 

8.9 

10.0 

17.6 

17.6 

165 

16 

922 

MERCHANTS  NATIONAL 

386 

922 

539 

19 

41.4 

-6 

7.7 

9.8 

24.8 

11.2 

5577 

9^3 

ADOBE  RESOURCES 

385 

NR 

157 

-11 

-13.4 

NM 

NM 

8.1 

NM 

-19.8 

457 

-3 

924 

GENERAL  BINDING 

384 

NR 

284 

13 

20.1 

35 

7.1 

5.9 

19.2 

19.8 

173 

925 

BMC  SOFTWARE 

384 

NR 

82 

51 

17.9 

86 

21.9 

17.7 

57.3 

36.1 

73 

56 

926 

OMI 

381 

NR 

193y 

2 

27.5 

40 

14.2 

10.4 

11.5 

13.5 

522  9 

927 

SMITH  INTERNATIONAL 

331 

NR 

312y 

-3 

-3.3 

NM 

NM 

NM 

-8.4 

-6.2 

338  -5 

928 

GENCORP 

381 

737 

1938 

2 

8.0 

-85 

0.4 

2.9 

NM 

5.2 

1270  3 

929 

BANCO  POPULAR  DE  PUERTO  RICO 

381 

918 

631 

14 

56.3 

19 

8.9 

8.6 

NA 

14.7 

5923 

7 

930 

METCALF  &  EDDY 

381 

NR 

173 

34 

17.5 

43 

10.1 

9.5 

11.1 

11.5 

219 

14 

931 

HANCOCK  FABRICS 

379 

NR 

346 

10 

26.0 

18 

7.5 

7.0 

22.6 

28.2 

176  3 

932 

UNITED  MISSOURI  BANCSHARES 

377 

967 

385 

15 

37.6 

9 

9.8 

10.3 

NA 

12.2 

4038  9 

933 

GOULDS  PUMPS 

377 

906 

507 

12 

28.8 

16 

5.7 

5.4 

12.4 

13.8 

406 

9 

934 

VALSPAR 

376 

NR 

537 

10 

23.7 

24 

4.4 

3.9 

17.9 

21.1 

255  8 

935 

DENNISON  MFG. 

375 

896 

771 

7 

29.4 

-23 

3.8 

5.3 

10.7 

11.4 

554 

7 

936 

LSI  LOGIC 

375 

885 

547 

44 

-24.9 

NM 

NM 

6.3 

NM 

-8.4 

765 



-3 

937 

BB&T  FINANCIAL 

374 

NR 

512 

24 

44.2 

14 

8.7 

9.4 

22.8 

14.6 

4808 

10 

938 

IE  INDUSTRIES 

374 

NR 

433 

-1 

34.6 

-3 

8.0 

8.2 

8.6 

11.8 

1003 

s 

939 

CENTRAL  LOUISIANA  ELECTRIC 

372 

962 

316 

5 

41.5 

-4 

13.1 

14.3 

10.2 

12.9 

919 

3 

940 

SOUTHERN  INDIANA  GAS  &  ELECTRIC 

372 

974 

312 

0 

36.2 

-5 

11.6 

12.2 

10.3 

13.9 

721 

3 

941 

LANDS'  END 

372 

670 

545 

20 

29.1 

-10 

5.3 

7.1 

25.0 

25.4 

167 

1C 

942 

VISTA  CHEMICAL 

370 

593 

758 

-5 

102.8 

-17 

13.6 

15.6 

34.9 

NM 

585 

19 

943 

NATIONAL  INTERGROUP 

370 

932 

3008 

16 

-2.6 

NM 

NM 

NM 

NM 

-1.1 

1729 

-5 

944 

MERRY-GO-ROUND  ENTERPRISES 

370 

NR 

479 

60 

22.2 

99 

4.6 

3.7 

19.9 

24.5 

182 

43 

945 

ROHR  INDUSTRIES 

369 

725 

1031 

7 

5.3 

-85 

0.5 

3.6 

4.1 

1.3 

1162 

2( 

946 

ATARI 

368 

992 

424 

-6 

4.0 

-90 

0.9 

8.7 

NM 

5.0 

306 

-17 

947 

SENSORMATIC  ELECTRONICS 

366 

NR 

171 

24 

18.6 

NM 

10.9 

NM 

9.0 

9.2 

262 

1C 

948 

WESTERN  PUBLISHING  GROUP 

366 

960 

505y 

-7 

23.7 

-18 

4.7 

5.3 

NA 

12.8 

356 

C 

949 

INTERNATIONAL  MULTIFOODS 

365 

951 

1976 

4 

28.3 

-21 

1.4 

1.9 

10.1 

9.3 

828 

1< 

950 

HOME  BENEFICIAL 

362 

993 

187 

3 

44.3 

6 

23.6 

23.0 

11.2 

11.2 

1100 

3 

951 

PUGET  SOUND  BANCORP 

362 

958 

458 

16 

27.9 

-31 

6.1 

10.2 

12.8 

9.8 

4294 

% 

952 

FIRST  FLORIDA  BANKS 

361 

855 

534a 

14 

52.1 

6 

9.8 

10.5 

19.5 

9.6 

5565 

( 

953 

SAN  JUAN  BASIN  ROYALTY  TRUST 

361 

897 

9a 

-44 

8.2 

-^b 

94.8 

97.8 

NM 

8.4 

97 

954 

DANAHER 

361 

961 

756y 

6 

47.1 

18 

6.2 

5.6 

NA 

28.4 

573 

-t 

955 

FRED  MEYER 

360 

927 

2180a 

9 

31.5 

-10 

1.4 

1.8 

7.8 

11.5 

897 

956 

SANK  SOUTH 

358 

938 

568 

18 

48.1 

11 

8.5 

9.0 

27.1 

15.5 

5136 

957 

OCTEl  COMMUNICATIONS 

358 

NR 

108 

60 

14.5 

56 

13.4 

13.8 

13.9 

13.9 

121 

9? 

958 

SRUSH  WELLMAN 

358 

810 

318 

-8 

18.6 

-43 

5.8 

9.4 

8.3 

8.3 

338 

'  959 

KAilFMAN  &  BROAD  HOME 

356 

NR 

1270b 

31 

81.4 

69 

6.4 

5.0 

15.9 

5i5 

1487 

3( 

m 

COMHONWEALTK  ENERGY  SYSTEM 

356 

NR 

806 

17 

41.6 

19 

5.2 

5.1 

11.4 

13.4 

1096 
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I 


ALUATION 

DIVIDENDS 

SHARES 

EARNING) 

PER  SHARE 

INDUHRl  UKOUP 

ECENT 
HARE 
'RICE 
$ 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS, 
OUT- 
MIL. 

TURN- 
OVER 

% 

FY 

1988 
AQUAL 

$ 

1989 
ACTUAL 
$ 

1990 
EST. 
$ 

VARI- 
ATION 

% 

21 

23/18 

136 

11 

6.93 

75 

19 

18 

19 

18.6 

12 

1.81 

1.89 

2.01 

3.0 

Utilities  A 

24 

30/24 

104 

13 

6.56 

88 

8 

43 

16 

65.6 

12 

3.34 

1.82 

3.30 

6.8 

Bonks  C 

30 

32/27 

126 

10 

7.63 

73 

15 

12 

13 

22.7 

12 

3.18 

3.14 

3.12 

1.9 

Utilities  A 

8 

12/7 

107 

14 

0.00 

0 

-31 

59 

48 

59.3 

10 

0.80 

0.58 

0.52 

21.8 

Electrical  D 

20 

26/16 

966 

15 

0.81 

12 

23 

NA 

20 

258.3 

06 

0.91 

1.30 

1.47 

2.0 

Leisure  A 

7 

9/6 

317 

18 

0.00 

0 

23 

39 

52 

124.5 

12 

0.37 

0.41 

0.49 

2.9 

Leisure  A 

26 

32/24 

104 

9 

4.57 

43 

0 

52 

15 

32.6 

12 

3.05 

2.82 

3.73 

2.5 

Banks  B 

13 

15/7 

232 

NM 

0.00 

0 

83 

30 

30 

25.3 

12 

-0.17 

-1.06 

0.03 

947 

Fuel  B 

24 

30/18 

379 

19 

1.16 

22 

47 

25 

16 

37.5 

12 

0.93 

1.26 

1.46 

2.6 

Office  equipment  A 

25 

25/10 

772 

31 

0.00 

0 

100 

NA 

15 

162.4 

03 

0.53 

0.8  Id 

1.06 

4.3 

Office  equipment  C 

12 

12/7 

196 

12 

0.00 

0 

22 

37 

32 

83.6 

12 

0.70 

1.01 

0.60 

21.5 

Transportation  D 

13 

14/10 

468 

NM 

0.00 

0 

29 

30 

29 

59.1 

12 

-0.86 

-0.18 

0.40 

40.6 

Fuel  C 

12 

19/10 

246 

48 

5.00 

240 

-27 

64 

32 

98.7 

11 

1.72 

0.25 

1.29 

12.6 

Aerospace 

19 

26/18 

99 

7 

4.21 

28 

13 

NA 

20 

14.0 

12 

2.37 

2.82 

NA 

NM 

Banks  C 

26 

30/17 

251 

24 

0.00 

0 

50 

NA 

15 

46.6 

10 

0.86 

1.11 

4.40 

31.9 

Services  C 

33 

34/20 

411 

16 

1.47 

23 

69 

80 

12 

46.8 

01 

1.71 

2.11 

2.39 

2.8 

Retailing 

30 

33/25 

122 

10 

2.66 

28 

18 

5 

13 

5.3 

12 

2.59 

2.89 

3.15 

2.2 

Banks  B 

18 

25/16 

181 

13 

4.14 

54 

-5 

53 

21 

133.4 

12 

1.18 

1.41 

1.50 

5.9 

Manufacturing  C 

35 

37/25 

334 

17 

1.50 

25 

30 

57 

11 

14.0 

10 

1.63 

2.08 

2.41 

2.9 

Housing  A 

24 

33/22 

147 

13 

5.47 

72 

-10 

47 

16 

37.5 

12 

2.41 

1.84 

2.01 

12.2 

Office  equipment  A 

9 

12/6 

126 

NM 

0.00 

0 

-27 

48 

41 

120.2 

12 

0.58 

-0.60 

0.30 

45.6 

Electrical  D 

19 

25/16 

123 

8 

4.16 

35 

11 

16 

19 

26.3 

12 

2.05 

2.29 

2.45 

2.3 

Banks  C 

26 

28/22 

133 

11 

7.96 

89 

24 

17 

14 

23.8 

12 

2.43 

2.31 

2.39 

3.4 

Utilities  A 

33 

36/31 

121 

9 

7.37 

69 

10 

39 

11 

28.8 

12 

3.59 

3.55 

3.64 

1.4 

Utilities  A 

30 

32/28 

148 

11 

6.36 

68 

11 

19 

12 

25.1 

12 

2.96 

2.81 

2.92 

1.7 

Utilities  A 

19 

36/16 

324 

13 

1.06 

14 

-43 

22 

20 

87.4 

01 

1.61 

1.45 

1.63 

9.6 

Retailing 

35 

64/31 

NEG 

4 

5.14 

21 

-34 

66 

11 

266.4 

09 

7.10 

8.56 

5.26 

11.0 

Chemicals 

17 

20/12 

53 

9 

0.00 

0 

-13 

43 

22 

133.9 

03 

-0.64 

1.88d 

2.07 

30.8 

Conglomerates 

23 

23/9 

564 

22 

0.00 

0 

121 

35 

16 

118.5 

01 

0.74 

1.39 

1.57 

4.6 

Retailing 

21 

38/19 

91 

11 

0.00 

0 

-37 

59 

18 

141.5 

07 

1.85 

1.90 

0.71 

132.2 

Aerospace 

6 

13/6 

455 

91 

0.00 

0 

17 

8 

58 

61.8 

12 

0.68 

0.07 

1.64 

31.6 

Office  equipment  B 

13 

14/10 

181 

18 

0.38 

7 

9 

36 

28 

204.9 

05 

0.60 

0.74d 

0.93 

4.3 

Electrical  B 

18 

24/17 

205 

16 

0.00 

0 

10 

60 

20 

167.2 

01 

1.45 

l.lld 

1.31 

8.3 

Publishing/TV  B 

28 

33/24 

121 

15 

4.16 

61 

-8 

62 

13 

42.5 

02 

2.49 

1.92d 

2.39 

4.5 

Food  A 

35 

38/30 

92 

8 

3.43 

28 

17 

NA 

10 

9.0 

12 

3.95 

4.25 

4.46 

2.1 

Nonbank  fin.  B 

22 

27/20 

127 

13 

4.36 

56 

3 

40 

16 

49.6 

12 

2.50 

1.70 

2.72 

8.1 

Banks  D 

23 

34/23 

88 

NA 

4.22 

NA 

-5 

34 

16 

37.3 

12 

3.06b 

NAd 

3.52 

1.1 

Banks  C 

8 

10/7 

373 

NA 

2.34 

NA 

-8 

68 

47 

16.2 

12 

0.26 

NA 

NA 

NM 

Fuel  B 

16 

18/14 

217 

8 

0.00 

0 

4 

19 

23 

31.5 

12 

1.68 

1.98 

2.15 

9.9 

Automotive  B 

16 

23/15 

131 

11 

0.00 

0 

22 

23 

37.3 

01 

1.50 

1.42d 

1.74 

9.2 

Retailing 

11 

14/10 

115 

7 

4.57 

34 

0 

16 

34 

26.0 

12 

1.28 

1.42 

1.54 

2.4 

Banks  C 

22 

28/18 

345 

28 

0.00 

0 

7 

NA 

17 

246.1 

06 

0.43 

0.78 

3.09 

0.4 

Telecomms.  A 

22 

30/19 

160 

20 

3.07 

62 

-25 

60 

16 

71.2 

12 

1.79 

1.10 

1.45 

9.5 

Metals  C 

13 

22/10 

234 

5 

2.33 

12 

8 

55 

28 

121.8 

11 

1.76 

2.44 

1.98 

19.2 

Housing  B 

37 

39/30 

118 

9 

7.65 

68 

35 

14 

10 

16.4 

12 

3.50 

4.14 

3.94 

4.2 

Utilities  A 
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lUnrAN I 

MADKET 
n AKKE 1 

UAI  IIF 
VALUt 

jALt  J 

D  D  n  ^  ,  1  ^ 

r  K  U  1  1  i  } 

MARGINS 

RETURN 

$  MIL 

YEAR 
RANK 

12 
MONTHS 

$  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 

$  MIL 

CHANGE 
FROM 

% 

12 
MONTHS 

% 

12 
MONTHS 
1988 

% 

ON 
INVESTED 

% 

ON 
COMMON 

% 

12 
MONTHS 

$  MIL, 

CHAN' 
FRO^ 
198( 

% 

961 

CROMPTON  &  KNOWLES 

355 

NR 

356 

23 

24.5 

45 

6.9 

5.8 

21.0 

27.6 

218 

6 

962 

cue  INTERNMIONAL 

355 

NR 

343a 

41 

-25.1 

NM 

NM 

10.1 

NM 

NM 

201 

-12 

963 

TUCSON  ELECTRIC  POWER 

355 

454 

508 

-7 

-22.8 

NM 

NM 

5.8 

NM 

-13.1 

2884 

46 

96-1 

NETWORK  SYSTEMS 

354 

NR 

145 

10 

17.3 

53 

12.0 

8.6 

8.0 

8.2 

264 

10 

965 

UNITED  TELEVISION 

354 

949 

107 

6 

62.6 

NM 

58.6 

NM 

59.4 

56.8 

250 

29 

96(1 

WESTERN  DIGITAL 

354 

999 

977 

0 

14.7 

-70 

1.5 

5.0 

5.8 

4,8 

590 

-2 

967 

AMERICAN  MEDICAL  INTERNATIONAL 

354 

436 

2832 

-6 

-66.9 

NM 

NM 

2.5 

NM 

-9.1 

3231 

-3, 

96>- 

NATIONAL  DATA 

352 

NR 

269 

39 

23.8 

35 

8.8 

9.1 

20.6 

19.3 

253 

24 

969 

BIC 

352 

NR 

330 

12 

23.0 

-14 

7.0 

9.1 

12.2 

12.0 

244 

0 

970 

ASHTON-TATE 

350 

830 

265 

-14 

-28.6 

NM 

NM 

15.5 

NM 

-15.0 

245 

-16 

971 

AMERICAN  SOFTWARE 

348 

NR 

86 

34 

17.2 

31 

19.9 

20.4 

23.9 

23.9 

96 

20 

972 

ENERGY  SERVICE 

348 

NR 

159 

25 

-2.6 

NM 

NM 

1.1 

NM 

-8.6 

274 

9 

973 

HARLEY-DAVIDSON 

348 

NR 

791 

12 

32.6 

20 

4.1 

3.8 

NA 

22.5 

403 

-2" 

974 

SERVICE  MERCHANDISE 

347 

703 

3307 

7 

72.0 

-6 

2.2 

2.5 

15.6 

NM 

1664 

-3 

97.') 

AGENCY  RENT-A-CAR 

347 

NR 

274 

21 

17.1 

-27 

6.2 

10.3 

9.0 

12.4 

362 

3. 

976 

TOOTSIE  ROLL  INDUSTRIES 

347 

NR 

179 

39 

20.2 

22 

1 1.3 

12.9 

18.9 

18.9 

154 

-4 

977 

SUMMIT  BANCORPORATION 

347 

894 

425 

29 

43.0 

1 1 

10.1 

11.8 

NA 

15.6 

3865 

10 

97h 

BMA 

347 

NR 

468 

5 

25.2 

18 

5.4 

4.8 

8.1 

7.2 

1176 

3 

979 

UGI 

347 

NR 

324y 

4 

32.2 

3 

9.9 

10.1 

11.2 

13.0 

611 

4 

980 

SCIMED  LIFE  SYSTEMS 

346 

NR 

56 

156 

13.4 

648 

24.0 

8.2 

48.0 

53.4 

56 

174 

9M 

QUAKER  STATE 

346 

852 

819 

-7 

11.8 

-22 

1.4 

1.7 

NA 

3,8 

765 

3^ 

9^2 

CERBER  SCIENTIFIC 

345 

887 

306 

6 

33.2 

5 

10.8 

11.0 

16.7 

17.1 

266 

15 

9X3 

QUANTUM 

345 

NR 

394 

129 

41.3 

NM 

10.5 

NM 

30.1 

30,1 

220 

61 

'.m 

SANFORD 

345 

NR 

130 

27 

21-0 

19 

16.2 

17.2 

24.7 

28.1 

103 

C 

9X.', 

MINE  SAFETY  APPLIANCES 

342 

NR 

415 

4 

27.5 

14 

6.6 

6.1 

11.1 

11.7 

387 

7 

9Mi 

COMMERCIAL  INTERTECH 

342 

NR 

433 

3 

26.6 

53 

6.1 

4.1 

14.1 

15.4 

327 

t 

9t<7 

FEDERAL  REALTY  INVESTMENT  TRUST 

341 

NR 

83y 

22 

12.0 

29 

14.5 

13.6 

NM 

12.1 

564 

19 

9XX 

PENI&IR 

341 

NR 

1  164 

41 

36.4 

-9 

3.1 

4.8 

8.9 

13.7 

781 

989 

GRAPHIC  SCANNING 

340 

NR 

93 

5 

-46.3 

NM 

NM 

NM 

NM 

NM 

141 

y 

990 

ADVANCED  TELECOMMUNICATIONS 

339 

NR 

298 

33 

22.9 

9 

7.7 

9.3 

12.4 

16.1 

283 

991 

NASHUA 

339 

NR 

549 

-44 

17.6 

-46 

3.2 

3.3 

9.8 

7.4 

430 

992 

CENTRAL  HUDSON  GAS  &  ELECTRIC 

337 

NR 

470 

7 

39.1 

-11 

8.3 

10.0 

8.0 

10.4 

1074  ; 

993 

ZENITH  NATIONAL  INSURANCE 

924 

484 

3 

41.1 

-11 

8.5 

9,8 

13.6 

13.4 

1142  1^' 

994 

U.  S.  TRUST 

892 

398 

10 

30.7 

0 

7.7 

8.5 

18.9 

17.1 

2526 

-17 

995 

MAHAM 

NR 

2423 

367 

116.8 

3057 

4.8 

0.7 

13.5 

62.3 

3297 

15c' 

'J'Jii 

GOLDEN  VALLEY  MICROWAVE 

NR 

172 

22 

19.4 

16 

1  1.3 

11.9 

22.5 

26,5 

135 

3: 

997 

SPELLING  ENTERTAINMENT 

NR 

188 

147 

10.4 

-18 

5.6 

16.8 

5.6 

5,8 

380 

131 

'.m 

TEIEF. 

996 

360y 

10 

26.8 

12 

7.4 

7.4 

14.7 

17,5 

367 

3? 

999 

CHURCH  DWIGHT 

NR 

388 

12 

8.6 

-48 

2.2 

4.8 

6.4 

7.5 

252  -1^ 

1000 

lA-Z-BOV  -MAIR 

NR 

582 

6 

27.7 

9 

4.8 

4.6 

11.8 

13,9 

349 

C 

(a)  Latest  avaik  '  ie  data,  (b)  Actual  and  estimated  figures  are  fully  diluted,  (c)  Estimated  earnings  data,  (d)  Earnings  data  from  Institutional 
Brokers  Estimate  System,  (x)  Salei  include  excise  taxes,  (y)  Sales  include  other  income,  (z)  Soles  include  excise  taxes  and  other  income. 
NA  =  not  available,  NM  =  not  meaningful,  NR  =  not  ranked  in  Top  1000  in  1989,  NEC  — negative  book  value  per  shore,  DEF  =  earnings 
deficit  in  dividend  payout,  t  Because  BUSINESS  WEEK  is  owned  by  McGrav^-Hill,  the  Top  1000  does  not  include  a  forecast  of  the  company's 
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ALUATION 

DIVIDENDS 

FADNINTi^ 
CAKninu. 

PER  SHARE 

ECENT 
HARE 
'RICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TunoNS 

HOLDING 

% 

SHRS 

OUT, 
MIL. 

TURN- 
OVER 

% 

FY 

1988 
ACTUAL 
$ 

1989 
ACTUAL 
$ 

ANALYSTS'  ESTIMATES 
1990  VARI- 
EST,  ATION 
$  % 

30 

34/15 

401 

15 

2.08 

31 

102 

47 

12 

41.5 

12 

1.43 

2.00 

2.37 

6.5 

Chemicals 

16 

21/11 

NEG 

43 

0.00 

0 

27 

71 

22 

183.5 

01 

-0.58 

0.38d 

0.74 

5.0 

Office  equipment  A 

14 

48/12 

51 

NM 

0.00 

0 

-65 

22 

26 

185.0 

12 

4.95 

-3.55 

0.78 

101.4 

Utilities  A 

12 

12/7 

167 

21 

0.00 

0 

21 

70 

29 

206.5 

12 

0.39 

0.59 

0.74 

10.6 

Office  equipment  6 

33 

39/30 

321 

6 

0.00 

0 

12 

40 

11 

15.1 

12 

0.73 

5.72 

NA 

NM 

Publishing/TV  A 

12 

15/6 

117 

10 

0.00 

0 

-22 

47 

29 

123.8 

06 

1.51 

1.18 

0.74 

14.3 

Office  equipment  B 

5 

27/3 

48 

NM 

NA 

DEE 

-79 

NA 

73 

129.9 

08 

1.21 

-0.18 

1.20 

35.4 

Health  care  C 

30 

35/25 

286 

14 

1.47 

20 

14 

73 

12 

205.5 

05 

1.75 

2.18d 

2.50 

6.7 

Office  equipment  C 

29 

32/23 

183 

15 

3.86 

59 

16 

12 

12 

10.2 

12 

2.21 

1.90 

NA 

NM 

Manufacturing  A 

13 

24/9 

184 

NM 

0.00 

0 

-46 

73 

26 

355.5 

12 

1.83 

-1.09 

0.80 

50.8 

Office  equipment  C 

23 

23/12 

484 

19 

1.39 

26 

58 

51 

15 

139.1 

04 

0.96 

1.23d 

1.54 

6.4 

Office  equipment  C 

5 

5/3 

416 

NM 

0.00 

0 

60 

15 

77 

75.7 

12 

-0.03 

-0.11 

0.08 

72.8 

Services  B 

40 

43/25 

240 

11 

0.00 

0 

43 

76 

9 

112.5 

12 

3.41 

3.78 

4.54 

11-8 

Leisure  D 

7 

22/5 

NEG 

5 

0.91 

4 

24 

62 

52 

168.7 

12 

1.51 

1.39 

1.21 

12.7 

Retoiling 

14 

24/10 

248 

21 

0.00 

0 

2 

22 

25 

218.6 

01 

0.95 

0.66d 

0.89 

12.5 

Transportation  C 

36 

37/24 

325 

17 

0.62 

1 1 

44 

21 

10 

18.6 

12 

1.72 

2.10 

NA 

NM 

Food  B 

18 

22/15 

130 

7 

4.57 

31 

-16 

21 

20 

25.5 

12 

1.88 

2.57 

2.25 

2.1 

Banks  A 

36 

44/30 

100 

14 

3.36 

46 

40 

37 

10 

51.8 

12 

1.92 

2.60 

2.46 

14.9 

Nonbonk  fin.  B 

35 

40/29 

156 

12 

6.41 

78 

29 

32 

10 

102.9 

12 

3.06 

2.90 

NA 

NM 

Utilities  B 

27 

28/8 

1386 

22 

0.00 

0 

150 

50 

13 

421.6 

02 

0.33 

1.22d 

1.65 

1 1.3 

Health  care  D 

13 

19/12 

111 

29 

6.27 

182 

-24 

35 

27 

85.9 

12 

0.57 

0.44 

0.83 

31.7 

Fuel  B 

15 

21/12 

178 

10 

1.38 

14 

-31 

62 

24 

64.1 

04 

1.35 

1.41d 

1.48 

9.0 

Office  equipment  C 

14 

17/5 

251 

9 

0.00 

0 

112 

58 

25 

464.1 

03 

0.45 

1.62d 

1.74 

8.6 

Office  equipment  B 

23 

27/18 

461 

17 

0.69 

11 

22 

72 

15 

52.5 

1 1 

1.18 

1.40 

1.64 

1.3 

Manufacturing  A 

53 

57/45 

145 

13 

1.45 

18 

17 

42 

7 

14.0 

12 

3.67 

4.19 

NA 

NM 

Health  care  D 

28 

28/19 

197 

14 

2.18 

30 

35 

51 

12 

1 1 1.4 

10 

1.43 

2.03 

2.06 

6.7 

Manufacturing  C 

21 

26/20 

344 

25 

6.83 

171 

-7 

33 

17 

25.2 

12 

0.68 

0.82 

0.45 

14.7 

Housing  B 

32 

35/26 

145 

11 

2.79 

31 

1 

63 

11 

70.4 

12 

3.35b 

2.85 

2.86 

8.8 

Manufacturing  C 

11 

12/9 

2647 

NM 

0.00 

0 

21 

60 

32 

105.1 

06 

1.31 

-0.68 

NA 

NM 

Telecomms.  A 

15 

26/12 

237 

14 

0.00 

0 

5 

21 

23 

81.2 

03 

0.97b 

1.07d 

1.35 

10.6 

Telecomms.  6 

36 

43/29 

144 

20 

1.66 

33 

7 

47 

9 

280.8 

12 

3.38 

1.84 

2.99 

12.3 

Office  equipment  A 

23 

24/20 

105 

10 

7.69 

77 

16 

18 

15 

39.5 

12 

2.63 

2.28 

2.52 

7.9 

Utilities  A 

17 

22/14 

110 

8 

5.05 

42 

-7 

60 

20 

17.4 

12 

2.15 

1.98 

2.44 

8.3 

Nonbank  fin.  B 

36 

43/33 

187 

12 

4.25 

49 

-14 

38 

9 

45.8 

12 

3.01 

3.08 

3.45 

7.6 

Banks  A 

39 

51/26 

179 

3 

0.00 

0 

18 

13 

9 

98.4 

12 

0.48 

12.97 

NA 

NM 

Metals  A 

28 

39/20 

458 

18 

0.00 

0 

1 1 

47 

12 

121.3 

12 

1.40 

1.61 

2.06 

5.5 

Food  B 

10 

13/7 

185 

21 

0.00 

0 

51 

52 

33 

17.5 

07 

1.05 

0.48 

NA 

NM 

Leisure  B 

31 

39/28 

219 

13 

1.55 

20 

-5 

41 

1 1 

35.2 

12 

2.22 

2.45 

2.77 

5.5 

Manufacturing  A 

16 

19/11 

290 

38 

1.74 

67 

50 

52 

21 

138.0 

12 

0.75 

0.42 

1.03 

4.9 

Consumer  D 

19 

23/17 

167 

12 

3.01 

36 

-1 

18 

18 

11.6 

04 

1.54 

1.55d 

1.72 

4.4 

Consumer  B 

earnings,  tj  Data  do  not  include  full  12-months'  results.  Data  compiled  by  Standard  &  Poor's  Compustat  Services  Inc.  from  sources  such  as 
stotistical  services,  registration  statements,  and  company  reports  that  SPCS  believes  to  be  reliable  but  that  are  not  guaranteed  by  SPCS  or 
BUSINESS  WEEK  as  to  correctness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell  any  security.  Additional  data;  Institutional 
Brokers  Estimate  System,  Vickers  Stock  Research  Corp. 
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We've  got  one  in  your  size. 


A  coast-to-coast  inventory. 

CENTURY  21 '  professionals  have  access 
to  properties  in  all  shapes  and  sizes,  as 
mennbers  of  one  of  the  country's  largest 
Commercial-Investment  organizations. 
A  worid-renowned  tradition  of  service. 
When  you  wori<  with  a  CENTURY  21  Com- 
mercial-Investment Professional,  you 


deal  with  someone  associated  with  an 
organization  you  can  count  on. 
One  size  doesn't  fit  all. 

Whatever  your  comiort  zone,  your 
CENTURY  21  professional's  expertise  is 
dedicated  to  helping  you  find  the  kind  of 
opportunity  that  makes  sense  for  you. 
After  all,  finding  a  good  investment  is 


one  thing,  but  finding  one  that  fits  can 
make  all  the  difference.  Find  out  more 
about  what  we  can  do  for  you.  Call 
1-800-321-2579.  (In  California,  call 
1-800-221-0211.) 


21 


The  Commercial-Investment  Professionals 


£1990  Cenrji>'  2i  Rea.  Estas  C:i3rs'icn  as inisise  ioi  tne  MAF  ^and'^'i'Mrerss  ;r  Centuiv  21  Real  Esate  CorDcxioi  Equa 


The  Business  Week  1000 

The  Top  1000 
U.S.  Companies 
Ranked  by 


COMPANY 

MARKET 

VALUE 

SALES 

PROFilS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL. 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1989 
%  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

ALL-INDUSTRY  COMPOSITE 

2,708,960 

15  3,588,440 

10 

87,37  2.8 

-4  7,230,659 

9 

11.7 

13.2 

1  AEROSPACE 

INDUSTRY  COMPOSITE 

34953 

9 

95549 

5 

2151.9 

-25 

69985 

8 

9.2 

9.3 

1 

BOEING 

27 

16074 

55 

20276 

20 

675.0 

10 

13278 

5 

1 1.2 

1 1.6 

2 

UNITED  TECHNOLOGIES 

79 

6781 

17 

19756 

7 

702.1 

7 

14598 

10 

14.5 

14.5 

3 

LOCKHEED 

281 

2235 

-19 

9891 

-5 

6.0 

-99 

6792 

2 

NM 

0.3 

4 

McDonnell  douglas 

286 

2174 

-36 

14581 

1 

-37.0 

NM 

13397 

14 

NM 

-1.1 

5 

MARTIN  MARIETTA 

296 

2115 

-1 1 

5796 

1 

306.9 

-4 

3505 

3 

18.7 

22.7 

6 

GENERAL  DYNAMICS 

381 

1575 

-29 

10043 

5 

293.1 

0 

6549 

2 

1  1.7 

13.8 

7 

SUNDSTRAND 

435 

1313 

28 

1595 

8 

120.8 

NM 

1465 

1 

21.7 

20.8 

8 

NORTHROP 

619 

780 

-40 

5248 

-9 

-63.5 

NM 

3196 

2 

NM 

-6.9 

9 

SEQUA 

683 

678 

7 

1833 

15 

68.0 

16 

2153 

33 

NA 

8.9 

10 

GRUMMAN 

822 

478 

-32 

3559 

-2 

67.3 

-22 

2619 

4 

8.1 

8.0 

11 

GENCORP 

928 

381 

-34 

1938 

2 

8.0 

-85 

1270 

3 

NM 

5.2 

12 

ROHR  INDUSTRIES 

945 

369 

-37 

1031 

7 

5.3 

-85 

1 162 

20 

4.1 

1.3 

2  AUTOMOTIVE 

INDUSTRY  COMPOSITE 

69713 

-3 

296260 

3 

9592.6 

-23 

417817 

8 

8.4 

12.9 

2A  CARS  &  TRUCKS 

CROUP  COMPOSITE 

58646 

0 

265572 

3 

8703.2 

-23 

391886 

9 

8.4 

13.0 

GENERAL  MOTORS 

6 

28814 

12 

126932 

3 

4224.3 

-9 

173279 

6 

7.7 

12.2 

2 

FORD  MOTOR 

16 

22990 

-6 

96146 

4 

3835.0 

-28 

160893 

12 

8.7 

16.9 

3 

CHRVSLER 

150 

4147 

-29 

34922 

2 

315.0 

-69 

51038 

6 

9.0 

4.3 

4 

PACCAR 

377 

1596 

-5 

3331 

7 

241.9 

38 

3067 

7 

14.3 

24.0 

5 

NAVISTAR  INTERNATIONAL 

498 

1099 

-26 

4241 

-1 

87.0 

-66 

3609 

43 

NA 

0.4 

2B  PARTS  &  EQUIPMENT 

GROUP  COMPOSITE 

6891 

-23 

18427 

4 

565.8 

-9 

16134 

2 

9.3 

11.9 

1 

EATON 

316 

2039 

-3 

3671 

6 

209.7 

-8 

3052 

0 

12.4 

17.5 

2 

DANA 

409 

1427 

-9 

4865 

-1 

132.1 

-19 

5225 

4 

13.7 

13.0 

3 

'  ECHLIN 

653 

732 

-20 

1470 

9 

42.7 

-34 

1066 

-9 

7.4 

6.7 

4 

;  PEP  BOYS-MANNY,  MOE  &  JACK 

713 

623 

-1 1 

751 

19 

36.7 

2 

662 

19 

8.8 

12.1 

5 

:  MASCO  INDUSTRIES 

•  807 

491 

-35 

1687 

2 

46.6 

-43 

2218 

18 

6.7 

1 1.3 

6 

;  CUMMINS  ENGINE 

889 

421 

-34 

351 1 

6 

-6.1 

NM 

1978 

-4 

NM 

-3.8 

7 

:  FEDERAL-MOGUL 

:  903 

401 

-34 

.  1084 

-8 

33.4 

-23 

810 

0 

8.9 

11.7 

LUSTRATIONS  BY  ERIC  DINYER 


THE  1990  BUSINESS  WEEK  1000 


A  natural  byproduct 
of  our  business  strategy 
has  been  steady 
consistent  dividend  grow 


In  an  industry  who 
only  constant  is  chan 
ALLTEL  has  managed 
to  balance  the  comparr' 
need  for  growth  with 
our  shareholders'  nat 
desire  for  security. 

We've  done  this 
by  building  on  a  solid 
base  of  regulated 
telephone  operations 
and  expanding  into 
high-growth  areas  liki 
cellular  telephones, 
distribution  and  long 
distance.  I 
As  a  result,  we've  I 
not  only  achieved  a  I 
place  on  the  prestigioij. 
Forbes  500,  but  we've  also  increased  our  | 
shareholders'  dividends  for  29  consecutive  years.  " 
It's  all  a  natural  byproduct  of  our  business  plan^ 
And  we  invite  you  to  join  us  for  what  promises 
to  be  a  singularly  rewarding  journey. 


CORPOFWION 


For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  P.  O.  Box  2177  •  Little  Rock,  AR  722C 
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PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  Mil, 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1989 
$  Mil 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  Mil 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL, 

CHANGE 
FROM 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

8 

SPX 

907 

395 

-19 

632 

12 

23.6 

-12 

550 

-15 

NA 

10.5 

9 

DANAHER 

954 

361 

1 

756 

6 

47.1 

18 

573 

-4 

NA 

28.4 

2C  TIRE  &  RUBBER 

GROUP  COMPOSITE 

4177 

-3 

12261 

2 

323.6 

-30 

9797 

2 

8.2 

12.4 

1 

GOODYEAR  TIRE  S.  RUBBER 

288 

2167 

-20 

10869 

1 

189.4 

-46 

8930 

1 

7.6 

8.9 

2 

BANDAG 

450 

1249 

26 

525 

7 

75.9 

9 

347 

10 

NA 

40.2 

3 

COOPER  TIRE  S  RUBBER 

633 

761 

49 

867 

16 

58.2 

42 

520 

17 

16.2 

18.8 

3  BANKS 

INDUSTRY  COMPOSITE 

128792 

0 

252533 

20 

8397.8 

-52 

2144784 

7 

12.8 

7.2 

3A  BANKS  -  EAST 

GROUP  COMPOSITE 

51390 

-9 

134771 

18 

-959.8 

NM 

1042975 

4 

NM 

-2.4 

CITICORP 

66 

7753 

-15 

37970 

17 

498.0 

-71 

230643 

9 

18.7 

4.1 

J.  P.  MORGAN 

83 

6638 

-5 

10394 

21 

-1275.0 

NM 

88964 

-4 

NM 

-32.2 

PNC  FINANCIAL 

169 

3773 

-1 

4645 

16 

377.4 

-18 

45661 

7 

28.3 

13.2 

BANKERS  TRUST  NEW  YORK 

196 

3230 

-3 

7258 

24 

-979.9 

NM 

55658 

-10 

NM 

-46.2 

CHASE  MANHATTAN 

204 

3099 

1 

13904 

12 

-665.1 

NM 

107369 

10 

NM 

-23.2 

BANK  OF  NEW  YORK 

248 

2555 

73 

5497 

110 

50.7 

-76 

48856 

3 

NM 

0.7 

MANUFACTURERS  HANOVER 

259 

2422 

34 

8420 

-1 

-588.0 

NM 

60479 

-13 

NM 

-21.6 

FLEET/NORSTAR  FINANCIAL  GROUP 

260 

2396 

-14 

3658 

20 

371.3 

1  1 

33441 

15 

17.8 

17.2 

CHEMICAL  BANKING 

303 

2085 

6 

8227 

8 

-482.2 

NM 

71513 

6 

NM 

-20.0 

MNC  FINANCIAL 

345 

1795 

33 

3019 

20 

245.1 

21 

25536 

10 

29.8 

17.2 

CORESTATES  FINANCIAL 

378 

1594 

-4 

1888 

16 

198.7 

1 1 

16431 

9 

22.2 

16.3 

REPUBLIC  NEW  YORK 

400 

1466 

9 

2626 

25 

24.0 

-86 

25467 

4 

NM 

0.1 

STATE  STREET  BOSTON 

424 

1360 

40 

1092 

22 

104.0 

13 

9983 

19 

NA 

17.4 

FIRST  FIDELITY  BANCORPORATION 

438 

1301 

-22 

3028 

8 

159.5 

370 

30728 

3 

NM 

10.0 

SHAWMUT  NATIONAL 

494 

1106 

-40 

3029 

8 

-128.9 

NM 

28145 

-1 

13.7 

11.6 

BANK  OF  BOSTON 

495 

1 104 

-36 

6844 

29 

70.4 

-78 

39178 

9 

19.0 

3.0 

KEYCORP 

507 

1071 

15 

1662 

19 

136.9 

14 

15461 

6 

17.8 

14.2 

MELLON  BANK 

564 

926 

15 

3607 

10 

181.0 

NM 

31467 

1 

NA 

10.5 

MIDLANTIC 

621 

776 

-47 

2320 

26 

206.3 

-7 

23666 

20 

18.3 

14.0 

20 

UJB  FINANCIAL 

626 

766 

-18 

1224 

19 

118.5 

2 

12172 

12 

NA 

13.9 

21 

MERIDIAN  BANCORP 

677 

694 

-8 

1  173 

23 

91.5 

6 

1  1925 

25 

25.2 

12.7 

22 

WILMINGTON  TRUST 

680 

688 

18 

379 

21 

59.4 

15 

3703 

24 

37.5 

23.1 

23 

MERCANTILE  BANKSHARES 

71 1 

630 

20 

433 

20 

62.0 

16 

3878 

10 

NA 

15.9 

24 

INTEGRA  FINANCIAL 

723 

61  1 

-1 

694 

6 

35.6 

-46 

6768 

-2 

9.2 

6.3 

25 

FIRST  EMPIRE  STATE 

859 

445 

14 

628 

17 

50.7 

14 

6234 

6 

19.6 

12.5 

26 

DAUPHIN  DEPOSIT 

887 

422 

7 

329 

1 1 

44.4 

9 

3259 

-2 

19.5 

15.4 

27 

SUMMIT  BANCORPORATION 

977 

347 

-16 

425 

29 

43.0 

11 

3865 

10 

NA 

15.6 

28 

U.  S.  TRUST 

994 

337 

-18 

398 

10 

30.7 

0 

2526 

-17 

18.9 

17.1 

3B  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

29162 

11 

40322 

18 

3497.0 

14 

372490 

5 

21.0 

14.9 

1 

BANC  ONE 

149 

4158 

27 

3163 

16 

362.9 

7 

26552 

5 

19.7 

15.8 

2 

NBD  BANCORP 

277 

2294 

24 

2542 

17 

258.8 

14 

25771 

7 

21.8 

15.5 

3 

NATIONAL  CITY 

278 

2274 

17 

2547 

14 

263.3 

13 

22972 

6 

23.1 

17.5 

4 

FIRST  CHICAGO 

305 

2081 

-14 

561 1 

17 

358.7 

-30 

47907 

6 

25.0 

14.5 
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g^ent  open  *  Deposit  Guaranty  Golf  Classic  •  MCI  J-ieritage  CUissic  •  K  mart  Greater  Greensboro 
gas  Invkdtibnal  •  GTE  Byron  Nelson  Golf  Classic  *Memorfal  Tournament  •  ^^western  Bell  Color 
#£liSouth  Atlanta  Golf  Classic  •  Kemper  Open  '  Manufacturers  Hanover  West^Wer  Classic  Cana 
Open  •Beatrice  Western  Open  •  Canon  Greater  Hartford  Open  •  Anheuser-BuschrT|Classic  •  Hardee's 
Classic  •  Buick  Open  •  Federal  Express  St.  Jude  Classic  -  The  International  •  NECB  Bd  Series  of  Golf  C 
tanooga  Classic  •  Greater  Milwat^ee  Open  •  B.  C.  Open  •  Bank  of  Boston  Class!  SMouthern  Open  vCc 
Classic  •  Texas  Open  Presented  b^^k'bisco  •  Walt  Disney  World  /  Oldsmobile  C|LJ|;  •  Nabisco  Chami: 


outhern  Open  •  C« 
;  •  Nabisco  Chami: 


ships  •  Kirin  Cup  •  Isuzu  .j^Jtaj^^^^ 

ship  •  MONY  Tournament 
National Pro-Am •  Nissan lo^  ^flHki 
Open  •  Honda  Class*  j  •  The  Ne 
Insurance  Agent  Open  *  Deposit  n^P 
Open  •  Las  ViJ^as  invitational  •  GTl 
Colonial  •  BellSouth  Atlanta  Golf  Cla. 
Canadian  Open  •  Beatrice  Western  0| 
Hardee's  Golf  Classic  •  Buick  Open  •  R 
of  Golf  •  Chattanooga  Classic  •  Greatei 
Open  •  Centel  Classic  -  Texas  Open  Prea 
Championships  •  Kirin  Cup  •  Isuzu  Kan 
Championship  •  MONY  Tournament  of  C 
Beach  National  Pro-Am  •  Nissan  Los 
Wm      nep • '  #  i Classic* The r 


^onal  •  Skins  Game  •  JCPenney  Classic  -^^rysler  Team  Champ 


-J  Hope  Chrysler  Classic  •  Phoeni 
Hawaiian  Open  •  Shearson  Lehr 
\\  •  THE  PLAYERS  Championship 
^  Classic  •  MCI  Heritage  CI; 
^^n  Golf  Classic  -  Memorii 
er  Open  •  Manufacture 
'areater  Hartfoi-d  Opei 
St.  Jude  Classic -Tl 


^giivslei 


pen  •  B.  C.  Open  •  E 
isco  •  Walt  Disney  W 
ional  •  Skins  Game  • 


r 


Hope  Chrysler  1 1  \ 
vaiian  Open  •  She  l^J 
HE  PLAYERS  Cha.^S 


^ATPiebbleB^ 
Vn  •  boral  Ri 


^  -depen 


Golf  Classic  •  MCI  Herit 


^  PulledTogetherTo  Help 
Some  Great  Gruses. 

The  PGA  TOUR  and  the  .\merican  Golf  Sponsors.  \Mdi  the  thousands  of 
\'olunteers  who  suppon  tlieir  events,  came  togetlier  in  1988  just  as  tlie\"  ha\  e 
o\'er  tlie  years  to  raise  S18.4  million  for  Charit\"  throughout  tlie  I'nited  States, 
In  faa  since  1938  tliey  ha\-e  raised  o\'er  S125  million  for  wortliy  causes.  Its  not 
)ust  a  catch)  phrase:  CHARITyis  the  leading  uinner  on  the  PGA  TOUR. 


This  message  is  brought  to  you  by  The  PGA  TOUR 


COMPANY 

MARKET 

...Li 

PROFITS 
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RETURN 

TOP 
1000 
RANK 

$  MIL. 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

5 

NORWEST 

335 

1870 

17 

2930 

18 

237.0 

12 

24335 

12 

15.4 

19.3 

( 

FIFTH  THIRD  BANCORP 

430 

1331 

23 

768 

25 

108.3 

19 

7143 

12 

19.7 

15.5 

1 

SOCIETY 

489 

1118 

50 

1 149 

18 

1 10.0 

10 

10903 

9 

20.3 

15.1 

BOATMEN'S  BANCSHARES 

491 

1113 

1 

1476 

7 

129.2 

85 

14542 

-1 

19.4 

1  1.7 

NORTHERN  TRUST 

492 

1112 

52 

1230 

23 

1  13.2 

4 

10938 

10 

NA 

23.1 

10 

CONTINENTAL  BANK 

543 

961 

16 

3203 

16 

286.1 

-9 

29549 

5 

39.5 

18.7 

^^ 

HUNTINGTON  BANCSHARES 

561 

930 

31 

1 160 

22 

108.0 

10 

1  1680 

14 

25.1 

17.2 

FIRST  BANK  SYSTEM 

576 

872 

-28 

2534 

30 

2.4 

NM 

20820 

-14 

NM 

-2.1 

^3 

FIRST  OF  AMERICA  BANK 

602 

817 

71 

1306 

18 

122.9 

15 

12793 

6 

14.1 

13.8 

14 

AMERITRUST 

609 

794 

-8 

1200 

14 

115.9 

12 

1  1233 

5 

19.0 

15.7 

COMERICA 

620 

778 

6 

1250 

20 

77.6 

-31 

12150 

9 

15.8 

1  1.9 

16 

MANUFACTURERS  NATIONAL 

638 

757 

1 1 

1099 

19 

107.3 

1 1 

10305 

1 1 

26.0 

16.4 

17 

MARSHALL  S  ILSLEY 

657 

722 

12 

783 

15 

85.4 

1 1 

7151 

5 

19.7 

15.6 

18 

OLD  KENT  FINANCIAL 

662 

715 

27 

863 

19 

85.4 

1 1 

8127 

3 

NA 

14.2 

FIRSTAR 

690 

670 

12 

923 

6 

87.2 

-22 

8608 

8 

NA 

14.3 

MICHIGAN  NATIONAL 

719 

618 

-8 

763 

36 

187.3 

101 

1  1480 

2 

NA 

25.1 

21 

STAR  BANC 

766 

546 

-1 

636 

19 

58.0 

5 

5949 

5 

16.5 

12.5 

22 

INB  FINANCIAL 

795 

508 

0 

645 

18 

59.1 

6 

6015 

1 

24.0 

13.6 

23 

FOURTH  FINANCIAL 

809 

489 

55 

304 

18 

34.4 

13 

3182 

18 

17.8 

13.9 

24 

MERCANTILE  BANCORPORATION 

868 

437 

5 

745 

1 1 

0.5 

-98 

6942 

7 

NM 

0.1 

25 

COMMERCE  BANCSHARES 

869 

436 

6 

568 

19 

59.0 

20 

5829 

10 

NA 

14.8 

26 

MERCHANTS  NATIONAL 

922 

386 

0 

539 

19 

41.4 

-6 

5577 

6 

24.8 

1  1.2 

27 

UNITED  MISSOURI  BANCSHARES 

932 

377 

6 

385 

15 

37.6 

9 

4038 

9 

NA 

12.2 

3C  BANKS  -  SOUTH  &  SOUTHEAST 


GROUP  COMPOSITE 

26460 

0 

36239 

26 

3181.5 

10 

364208 

20 

25.5 

14.3 

NCNB 

154 

4100 

32 

6152 

117 

447.1 

77 

66191 

122 

45.1 

15.0 

SUNTRUST  BANKS 

237 

2672 

0 

3296 

14 

337.3 

9 

31044 

6 

19.4 

16.1 

FIRST  WACHOVIA 

243 

2629 

12 

2433 

20 

269.0 

10 

24050 

8 

26.2 

15.5 

SOVRAN  FINANCIAL 

308 

2072 

5 

2651 

19 

269.2 

1 1 

25442 

13 

24.3 

17.1 

FIRST  UNION 

319 

2009 

-1 1 

3313 

14 

256.2 

-14 

32131 

1 1 

NA 

12.4 

BARNETT  BANKS 

328 

1932 

-2 

3038 

18 

256.7 

13 

29007 

1 1 

NA 

15.2 

CITIZENS  &  SOUTHERN 

369 

1643 

0 

2447 

17 

238.0 

15 

23313 

1 1 

21.2 

16.9 

CRESTAR  FINANCIAL 

579 

867 

24 

1  178 

12 

103.8 

17 

1 1361 

5 

24.7 

14.3 

SIGNET  BANKING 

646 

740 

-1 1 

1372 

7 

123.3 

-19 

12476 

13 

28.6 

16.2 

DOMINION  BANKSHARES 

651 

736 

2 

1059 

18 

94.1 

13 

10120 

10 

22.0 

15.2 

FIRST  VIRGINIA  BANKS 

734 

597 

7 

535 

1 1 

67.4 

1 1 

5124 

7 

NA 

15.2 

SOUTHTRUST 

760 

563 

-1 

763 

22 

72.8 

8 

7763 

15 

19.3 

14.4 

SYNOVUS  FINANCIAL 

761 

554 

53 

218 

-13 

31.4 

17 

2410 

23 

NA 

NA 

AMSOUTH  BANCORPORATION 

765 

546 

-7 

890 

12 

63.2 

-21 

8565 

3 

NA 

1  1.3 

FIRST  ALABAMA  BANCSHARES 

767 

544 

5 

568 

20 

62.6 

8 

5550 

7 

NA 

13.0 

SOUTHEAST  BANKING 

776 

532 

-29 

729 

8 

80.5 

7 

16525 

6 

NM 

9.8 

HIBERNIA 

813 

486 

0 

696 

27 

61.6 

16 

6699 

15 

26.5 

16.2 

SOUTH  CAROLINA  NATIONAL 

826 

473 

2 

659 

19 

59.2 

9 

6216 

10 

25.7 

13.9 

CENTRAL  FIDELITY  BANKS 

851 

455 

5 

537 

20 

54.4 

10 

5335 

13 

20.6 

14.4 

20 

FIRST  AMERICAN 

856 

447 

-10 

751 

7 

4.2 

-86 

7058 

0 

NM 

1.0 

21 

FIRST  TENNESSEE  NATIONAL 

917 

388 

-4 

709 

16 

28.8 

-45 

6398 

7 

15.3 

7.7 

22 

BANCO  POPULAR  DE  PUERTO  RICO 

929 

381 

-3 

631 

14 

56.3 

19 

5923 

7 

NA 

14.7 

23 

BB&T  FINANCIAL 

937 

374 

13 

512 

24 

44.2 

14 

4808 

10 

22.8 

14.6 

24 

FIRST  FLORIDA  BANKS 

952 

361 

-21 

534 

14 

52.1 

6 

5565 

8 

19.5 

25 

BANK  SOUTH 

956 

358 

-5 

568 

18 

48.1 

11 

5136 

5 

27.1 

15.5 
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COMPANy 

MARKET 

VALUE 

PROFITS 

ASSETS 

RETURN 

TOP 
lOOO 
HUiK 

S  MIL 

Cf--A,SGc 
FROM 

1939 

12 
MOfiTOS 
I9S9 

S    '.'  L 

FROM 

1988 

12 

MONTHS 
1989 
S  V/L 

CHANGE 
FROM 

19SS 

12 
MONTHS 

1989 
S  VJL- 

CHAMX 
FROM 

1988 

ON 
INVBTH) 
CAWTAL 

C0!>.«,'.';». 

s 

PIEK  1  IMPORTS 

901 

403 

3 

492 

27 

24.6 

24 

350 

22 

12.2 

13.6 

9 

LA-Z-BOY  CHAIR 

1000 

333 

3 

582 

6 

27.7 

9 

349 

0 

11.8 

13.9 

i 

6C  BEVERAGES 

GROUP  COMPOSITE 

57122 

24 

40841 

10 

3044.1 

5 

42603 

21 

16.8 

21.6 

COCA-COLA 

15 

24686 

37 

8966 

8 

1 192.8 

14 

8283 

11 

36.3 

41.6 

PEPSICO 

29 

15855 

41 

15242 

17 

901.4 

18 

15127 

36 

13.8 

24.6 

ANHEUSER-BUSCH 

45 

10153 

6 

9481 

6 

767.2 

7 

9000 

27 

17.6 

25.5 

BROWN-FORMiN 

317 

2039 

17 

989 

-6 

77.7 

-45 

987 

-2 

13.0 

13.9 

COCi-COLi  ENTERPRISES 

321 

2003 

-7 

3882 

0 

71.7 

-53 

4703 

-4 

NA 

3.5 

GENERAL  CINEMA 

358 

1698 

-2 

517 

18 

20.1 

-46 

2973 

45 

3.6 

5.6 

f 

ADOLPH  COORS 

681 

687 

2 

1764 

16 

13.1 

-72 

1531 

-3 

1.2 

1.2 

6D  PERSONAL  CARE 

t      ■  N 

GROUP  COMPOSITE 

43787 

37 

41917 

10 

2604.1 

16 

32051 

8 

16.1 

23.6 

1 

PROCTER  &  GAMBLE 

17 

22929 

50 

22605 

1 1 

1395.0 

24 

17996 

14 

15.5 

22.0 

2 

GILLETTE 

123 

5036 

49 

3819 

7 

284.7 

6 

31  14 

9 

23.0 

366.3 

>    •  ' 

COLGATE-PALMOLIVE 

155 

4049 

26 

5039 

6 

280.0 

83 

3477 

4 

15.6 

38.0 

4 

INTL.  FLAVORS  &  FRAGRANCES 

279 

2260 

18 

870 

4 

138.6 

8 

971 

10 

19.6 

19.0 

5 

CLOROX 

302 

2088 

21 

1452 

13 

152.1 

8 

1116 

-3 

18.6 

19.0 

6 

AVON  PRODUCTS 

322 

1990 

14 

3300 

8 

152.4 

26 

2098 

-15 

20.2 

46.2 

7 

TAMBRANDS 

373 

1626 

23 

583 

4 

1.7 

-98 

411 

-12 

0.5 

0.5 

8 

ECOLAB 

684 

678 

-12 

1306 

8 

3.1 

-93 

985 

3 

1.6 

0.7 

9 

ALBERTO-CULVER 

727 

603 

45 

731 

15 

30.5 

19 

362 

13 

14.9 

19.1 

f   -  I 

10 

BLOCK  DRUG 

745 

581 

6 

427 

8 

45.4 

7 

448 

13 

12.7 

13.4 

11 

NEUTROCENA 

749 

574 

3 

208 

14 

27.1 

13 

125 

35 

34.6 

34.6 

12 

STANHOME 

768 

544 

6 

571 

19 

44.6 

10 

330 

23 

30.9 

28.9 

-  B 

13 

NCH 

802 

495 

28 

619 

14 

40.2 

15 

365 

6 

19.1 

20.8 

14 

CHURCH  i  DWIOHT 

999 

333 

31 

388 

12 

8.6 

-48 

252 

-1 

6.4 

7.5 

6E  TOBACCO 

GROUP  COMPOSITE 

45544 

23 

60258 

28 

3814.5 

32 

51603 

42 

16.0 

30.0 

lU 

1 

PHILIP  MORRIS 

5 

35832 

33 

44759 

41 

2946.0 

39 

38132 

70 

15.6 

33.1 

Ul 

2 

AMERICAN  BRANDS 

90 

6213 

3 

11921 

-1 

630.8 

17 

11394 

-7 

16.3 

21.5 

.  "t 

3 

UST 

215 

2932 

11 

682 

10 

190.5 

17 

636 

6 

38.6 

39.2 

4 

UNIVERSAL 

756 

567 

-10 

2895 

6 

47.3 

-24 

1440 

26 

13.5 

1  1.4 

a 

CONTAINERS  &  PACKAGING 

[; 

" — 

INDUSTRY  COMPOSITE 

10688 

1 

16985 

16 

1  202.4 

1 

21579 

67 

11.9 

17.6 

"A  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

2057 

3 

3132 

8 

130.0 

3 

2104 

11 

11.4 

13.0 

1 

CROWN  CORK  S  SEAL 

415 

1393 

9 

1910 

4 

94.2 

1174 

8 

15.4 

14.4  1 

2 

BALL 

691 

664 

6 

1222 

14 

35.8 

9 

930 

i5 

7.6 

10.1  ] 

I  « 

"B  PAPER 

GROUP  COMPOSITE 

8631 

1 

13853 

18 

1072.4 

1 

19475 

76 

12.0 

18.8 

1 

TEMPLE-INLAND 

355 

1729 

21 

2124 

5 

207.4 

4 

7249 

115 

NA 

17.0 

2 

SOHOCO  PRODUCTS 

398 

1476 

-5 

1656 

4 

103.6 

8 

1000 

-5 

16.5 

20.2 

li!C 

STONE  CONTAINER 

428 

1348 

-25 

5330 

42 

285.8 

-16 

6254 

161 

9.2 

22.7 
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4 

POIIATCH 

471 

1 186 

34 

1228 

13 

136.7 

22 

1686 

19 

12.1 

NA 

5 

FEDERAL  PAPER  BOARD 

560 

932 

-11 

1310 

17 

205.5 

43 

161 1 

27 

18.8 

NA 

6 

BEMIS 

613 

789 

23 

1077 

1 

47.0 

19 

632 

6 

14.9 

18.1 

7 

L0N6VIEW  FIBRE 

700 

652 

-1 1 

695 

1 

60.1 

-39 

756 

13 

1 1.5 

15.4 

8 

GREIF  BROS. 

787 

519 

0 

434 

3 

26.3 

-12 

287 

7 

10.6 

10.8 

8  DISCOUNT  &  FASHION  RETAILING 

luniicTDV  rnuDnciTC 
INUUjIKI  lUnFUillC 

11/30/ 

ZU 

7 1 

L  1  Or  J  J 

1  7 

lAAi  7 

/  44  J. Z 

1  7 
1 1 

1/111/ 

1  n 

1i  7 

14./ 

1/>  ^ 

1  U.J 

WAL-MART  STORES 

1 1 

26750 

44 

2581 1 

25 

1075.9 

29 

8199 

29 

24.4 

30.2 

SEARS,  ROEBUCK 

37 

14342 

-12 

53794 

7 

1445.8 

40 

86972 

12 

17.3 

10.9 

J.  C.  PENNEY 

60 

8280 

28 

16103 

9 

802.0 

-1 

12698 

4 

14.5 

22.9 

TOYS  'R'  US 

67 

7713 

58 

4788 

20 

321.1 

20 

3075 

20 

21.1 

21.9 

THE  LIMITED 

72 

7323 

36 

4648 

14 

346.9 

42 

2417 

8 

22.7 

31.5 

K  MART 

76 

7017 

-9 

29898 

8 

322.7 

-60 

13924 

9 

6.7 

6.4 

MAY  DEPARTMENT  STORES 

92 

6078 

9 

9526 

13 

515.0 

15 

7848 

3 

NA 

18.6 

8 

MELVILLE 

126 

4954 

1 1 

7554 

1  1 

398.1 

12 

3032 

11 

20.8 

24.8 

9 

DAYTON  HUDSON 

130 

4857 

30 

13644 

12 

410.0 

43 

6684 

2 

13.4 

23.4 

10 

WOOLWORTH 

153 

4104 

30 

8820 

9 

329.0 

14 

3907 

-1 

16.5 

15.8 

11 

HOME  DEPOT 

189 

3408 

96 

2759 

38 

1  12.0 

46 

1118 

60 

15.8 

23.8 

12 

NORDSTROM 

252 

2487 

-5 

2671 

15 

1  14.9 

-7 

1707 

13 

13.4 

16.2 

13 

DILLARD  DEPARTMENT  STORES 

253 

2481 

56 

3049 

19 

148.1 

30 

2496 

21 

11.1 

13.5 

14 

THE  GAP 

293 

2137 

50 

1587 

27 

97.6 

32 

579 

20 

27.9 

30.7 

15 

PRICE 

313 

2048 

14 

5269 

19 

122.5 

19 

1340 

12 

16.2 

21.0 

16 

MERCANTILE  STORES 

417 

1391 

-12 

2313 

2 

130.3 

-10 

1586 

6 

1 1.4 

12.5 

17 

TJX 

470 

1 188 

-6 

2149 

12 

86.8 

57 

1096 

-25 

15.3 

22.7 

18 

LOWE'S 

472 

1  178 

36 

2651 

5 

74.9 

8 

1  147 

6 

1 1.3 

1 1.7 

19 

COSTCO  WHOLESALE 

474 

1  173 

155 

3254 

48 

31.1 

125 

779 

41 

8.9 

12.4 

20 

PETRIE  STORES 

499 

1099 

24 

1258 

3 

32.3 

-8 

877 

2 

5.2 

5.1 

21 

SPIEGEL 

516 

1045 

77 

1651 

21 

73.3 

29 

1424 

18 

10.7 

20.1 

22 

U.  S.  SHOE 

542 

961 

12 

2492 

10 

51.4 

871 

1 196 

0 

9.4 

9.6 

23 

EDISON  BROTHERS  STORES 

636 

757 

93 

1074 

NA 

61.2 

NA 

537 

5 

21.3 

27.7 

24 

TIFFANY 

678 

690 

63 

384 

32 

33.3 

34 

237 

46 

25.4 

28.3 

25 

NEIMAN-MARCUS  GROUP 

783 

523 

-8 

1627 

22 

31.9 

146 

1055 

1 1 

8.0 

NM 

26 

CHARMING  SHOPPES 

843 

462 

-44 

809 

12 

36.4 

-5 

454 

20 

12.8 

14.4 

27 

HOME  SHOPPING  NETWORK 

846 

459 

20 

829 

1 1 

-13.0 

NM 

546 

-3 

NM 

-8.1 

28 

HECHINGER 

861 

443 

-30 

1230 

21 

31.0 

-37 

765 

17 

6.9 

9.1 

29 

PIC  'N'  SAVE 

912 

391 

-31 

458 

18 

40.1 

-13 

338 

29 

19.7 

19.5 

30 

HANCOCK  FABRICS 

931 

379 

33 

346 

10 

26.0 

18 

176 

3 

22.6 

28.2 

31 

LANDS'  END 

941 

372 

-43 

545 

20 

29.1 

-10 

167 

10 

25.0 

25.4 

32 

MERRY-GO-ROUND  ENTERPRISES 

944 

370 

145 

479 

60 

22.2 

99 

182 

42 

19.9 

24.5 

33 

FRED  MEYER 

955 

360 

-6 

2180 

9 

31.5 

-10 

897 

17 

7.8 

11.5 

34 

SERVICE  MERCHANDISE 

974 

347 

-43 

3307 

7 

72.0 

-6 

1664 

-3 

15.6 

NM 

9  ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

82738 

18 

108818 

8 

6329.9 

22 

108921 

10 

13.2 

13.3 

9A  ELECTRICAL  PRODUCTS 

GROUP  COMPOSITE 

30214 

32 

30525 

6 

2125.8 

6 

37272 

15 

15.4 

17.8 

;  WESTINGHOUSE  ELECTRIC 

43 

10875 

41 

12844 

3 

922.0 

12 

20314 

12 

18.0 

21.0 

:  EMERSON  ELECTRIC 

51 

9004 

35 

6998 

3 

593.1 

10 

5534 

4 

18.4 

19.3 

;  COOPER  INDUSTRIES 

;  134 

4565 

63 

5129 

20 

267.8 

19 

6745 

54 

10.0 

14.1 

':  SQUARE  D 

:  370 

1642 

5 

1631 

7 

103.9 

-8 

1382 

6 

NA 

16.6 

:  NATIONAL  SERVICE  INDUSTRIES 

:  420 

1367 

18 

.  1568 

9 

96.0 

9 

894 

6 

15.3 

15.3 

]  HUBBELL 

;  463 

1 199 

28 

669 

9 

79.4 

1 1 

576 

10 

18.7 

19.0 

:  RAYCHEM 

:  531 

998 

-20 

1099 

0 

•  25.4 

-75 

1289 

9 

3.0 

3.4 

8 

:  AMETEK 

:  759 

564 

-1 

588 

13 

:  38.3 

9 

538 

2 

NA 

19.8 

225 
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9B  ELECTRONICS 

GROUP  COMPOSITE 

21630 

10 

43117 

9 

2397.1 

6 

37  73  1 

8 

12.9 

13.0 

MOTOROLA 

54 

8873 

70 

9620 

17 

498.0 

12 

7686 

15 

13.5 

13.5 

RAYTHEON 

151 

4109 

-8 

8796 

7 

528.9 

8 

5338 

13 

25.3 

22.4 

GM  HUGHES  ELECTRONICS 

NR 

1914 

-43 

11170 

2 

781.2 

0 

12200 

1 

10.4 

9.9 

LITTON  INDUSTRIES 

343 

1806 

-5 

5073 

3 

179.4 

4 

5366 

8 

10.1 

13.6 

HARRIS 

436 

1311 

21 

2776 

61 

121.6 

24 

2459 

33 

12.1 

12.5 

E-SYSTEMS 

529 

1005 

16 

1626 

13  . 

83.0 

1  1 

852 

12 

14.1 

15.4 

GENERAL  INSTRUMENT 

539 

969 

-2 

1355 

7 

87.6 

4 

1153 

-14 

14.7 

19.0 

3 

LORAL 

611 

790 

-13 

1156 

-9 

69.2 

4 

1459 

7 

9.8 

12.4 

9 

VARIAN  ASSOCIATES 

812 

487 

-1 1 

1374 

15 

29.8 

-46 

956 

8 

7.3 

7.1 

10 

SENSORMATIC  ELECTRONICS 

947 

366 

18 

171 

24 

18.6 

NM 

262 

10 

9.0 

9.2 

9C  INSTRUMENTS 

GROUP  COMPOSITE 

9422 

-6 

1  7292 

10 

784.2 

NH 

16799 

7 

10.9 

11.0 

HONEYWELL 

184 

3500 

29 

6059 

3 

550.3 

NM 

5258 

6 

29.3 

30.5 

JOHNSON  CONTROLS 

465 

1 196 

-6 

3894 

21 

95.0 

-9 

2634 

29 

7.8 

9.0 

i 

PERKIN-ELMER 

519 

1038 

11 

813 

9 

44.1 

-3 

1029 

-19 

8.6 

GENERAL  SIGNAL 

527 

1018 

8 

1918 

9 

78.5 

211 

1323 

-2 

12.9 

16.1  ] 

MILLIPORE 

635 

759 

-1 1 

658 

6 

52.9 

-3 

616 

14 

1 1.4 

13.6  ' 

HENLEY  GROUP 

676 

695 

-49 

1460 

46 

-122.0 

NM 

4002 

9 

NM 

-1 1.8 

BECKMAN  INSTRUMENTS 

876 

431 

-32 

786 

2 

41.9 

-1 

597 

NA 

16.6 

17.1 

8 

MEASURE! 

908 

394 

-23 

285 

8 

40.7 

10 

333 

10 

17.4 

17.7 

9 

TEKTRONIX 

914 

391 

-38 

1420 

-1 

2.9 

NM 

1007 

0 

0.9 

0.6 

9D  SEMICONDUCTORS 


GROUP  COMPOSITE 

21472 

23 

1  7884 

7 

1  022.7 

-30 

17120 

9 

12.3 

9.8 

INTEL 

65 

7765 

76 

3127 

9 

391.0 

-14 

3994 

13 

15.3 

15.3 

2 

AMP 

113 

5350 

16 

2797 

5 

280.9 

-12 

2531 

7 

17.3 

17.3 

3 

TEXAS  INSTRUMENTS 

208 

3056 

0 

6522 

1 

291.7 

-20 

4804 

10 

10.0 

12.9 

4 

MOLEX 

51 1 

1053 

26 

579 

5 

62.5 

1 1 

565 

7 

13.4 

13.6 

5 

THOMAS  &  BETTS 

553 

944 

19 

544 

6 

53.7 

-8 

564 

14 

13.7 

16.3 

6 

NATIONAL  SEMICONDUCTOR 

599 

820 

2 

1613 

30 

-202.2 

NM 

1361 

4 

NA 

-25.8 

7 

ADVANCED  MICRO  DEVICES 

643 

751 

14 

1105 

-2 

46.1 

138 

1122 

4 

NA 

5.2 

8 

MICRON  TECHNOLOGY 

806 

492 

-23 

403 

9 

74.0 

-39 

687 

39 

13.2 

15.5 

9 

CYPRESS  SEMICONDUCTOR 

819 

479 

28 

199 

43 

30.7 

47 

286 

17 

13.9 

14.0 

10 

ANALOG  DEVICES 

919 

387 

-22 

449 

-1 

19.2 

-53 

439 

-2 

5.1 

5.3 

11 

LSI  LOGIC 

936 

375 

-10 

547 

44 

-24.9 

NM 

765 

-3 

NM 

-8.4 

10 

FOOD 

INDUSTRY  COMPOSITE 

109460 

17 

240830 

11 

5827.4 

-2 

99495 

10 

14.5 

18.9 

lOA  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

6414 

13 

37536 

14 

415.5 

12 

9250 

8 

11.0 

14.7 

SYSCO 

246 

2573 

34 

7326 

32 

1 19.6 

23 

2008 

7 

11.6 

16.9 

SUPER  VALU  STORES 

329 

1931 

9 

1 1000 

10 

141.6 

9 

2678 

12 

13.3 

16.6 

FLEMING 

544 

961 

10 

12045 

15 

80.1 

22 

2689 

5 

8.3 

1 1.0 
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Desktop  Publishing  Goes  Professional 


ynght  "1  1989  UNIPHOTO,  INC. 


"■i?"  fc^' 


jsktop  publishing  is  coming  of  age,  and 
1  colorful  and  expansive  adolescence.  A 
sing  of  the  eighties  for  small  businesses 
freelancers,  the  technology  was  none- 
ess  bom  to  the  limitations  of  memory 
storage  capacity.  Not  anymore,  however. 
EC  Home  Electronics  (U.S.A.)  Inc.  has 
introduced  an  extensive  graphics  hbrary 
^D-ROM,  the  much  heralded  storage 
lium  that  looks  exactly  like  a  compact 
.  Like  audio  CDs,  the  CD-ROM  is  play- 
c  only.  (ROM  stands  for  read-only 
nory,  which  means  you  cannot  record  on 
disc.)  The  breakthrough  benefit  is  the 
zing  capacity  available  on  only  one  disc: 
h  CD-ROM  can  contain  up  to  600  mega- 
;s,  which  is  equivalent  to  1500  diskettes! 


From  typeface  families  to  professionally 
hand-drawn  images,  from  black  and  white 
photographs  to  three-dimensional  computer 
graphics,  the  NEC  product  line  expands  the 
power  of  desktop  publishing  to  an  unprec- 
edented level.  In  short,  NEC  affords  desk- 
top publishers  the  library  access  previously 
available  only  to  full-scale  graphic  design  and 
typesetter  companies. 

Professional  Sources  for  That 
Professional  Look 

A  graphics  and  typeface  library  is  only  as 
good  as  the  source  of  its  contents.  So  NEC 
went  to  the  best  in  the  industry.  They  got 
76  typefaces  from  AGFA  Compugraphic, 
thousands  of  stock  photos  from  UNIPHCTTO 
Picture  Agency,  and  2800  professionally 
hand-drawn  images  from  Metro  ImageBase. 

The  basic  idea  is  to  give  individuals  and 
small  businesses  the  extensive  resources 
presently  available  only  through  specialty 
sources.  Now  the  stock  photo  catalogs  are 
digitized  on  your  personal  system.  No  more 
hours  wasted  searching  for  the  right  image, 
no  more  waiting  for  delivery,  and  no  more 
manual  cutting  and  pasting. 


The  Heart  of  the  System  is 
the  CD  Reader 

Long  a  leader  in  electronics,  NEC  applied  its 
years  of  experience  to  create  a  portable  CD 
reader,  the  Intersect™  CDR-35,  that  plugs 
into  a  SCSI  port  at  the  back  of  your  PC  and 
permits  access  to  any  CD-ROM.  Loading  is 
as  easy  as  popping  a  CD  into  your  home 
audio  player 

Priced  under  $600  (suggested  retail),  the 
CD-ROM  reader  will  accommodate  any 
CD-ROM,  including  ones  not  offered  by  NEC, 
and  is  compatible  with  IBM-compatible  PCs 
and  with  Macintosh  computers. 

An  additional  feature  that  will  appeal  to 
some  users  is  the  reader's  ability  to  play 
stereo  audio  discs.  Detachable  and  comparably 
sized  to  the  portable  Discman™  from  Sony, 
the  audio  player  unit  has  a  headphone  jack 
and  weighs  less  than  three  pounds.  The 
entire  unit  is  small  enough  to  be  held  in  one 
hand  and  is  portable,  so  the  more  adven- 
turous freelancer  can  take  the  desktop 
library  anywhere  a  laptop  will  go. 


Select  your  favorite  typefaces 
from  76  AGFA  Compugraphic  fonts. 


The  Typeface  You  Want  Whenever 
You  Want  It 

The  typeface  product  from  NEC  is  the  Type 
Gallery™  LJ.  For  under  $300,  you  receive 
Type  Director  and  three  typeface  families  of 
your  choice  from  AGFA  Compugraphic  avail- 
able on  your  single  disc.  Whenever  you  need 
another  typeface  on  a  project,  one  phone 
call  and  your  credit  card  get  you  the  new 
typeface  instantly.  NEC  will  give  you  an 
unlocking  code  to  access  the  fonts  already 
resident  on  your  disc  for  an  additional  fee. 
It's  that  simple. 


Picture  This:  Your  Own  Libran" 
of  Stock  Photographs 

When  you  need  a  photo,  the  two  stock 
libraries  can  accommodate  almost  an\- 
subject  request.  From  corporate  settings  to 
leisure  acti\-itie5.  from  landscapes  to 
animals,  the  Photo  Gallen.-"*  and  the  Image 
Folio"^  discs  offer  you  1500  and  4000  black 
and  white  photos,  respectively. 

At  a  suggested  retail  price  of  under  S400 
each,  both  packages  come  with  cross- 
referenced  Indices  for  eas>-  search.  All 

an  be  easily  exported  \ia  a  TIFF 
.  at.  Image  Folio  comes  with  manipu- 
lauon  software,  so  you  can  crop,  retouch, 
nlarge— in  effect,  you  get  your  own  dark- 

om  right  on  your  desktop. 


When  your  project  calls  for  illustrations  and 
creative  compositions,  turn  to  NEC's  Image 
Galler>-"^  disc.  Up  to  2800  hand-drawn  black 
and  white  images  from  Metro  ImageBase 
give  you  a  range  and  flexibiliu-  hitheno 
una^-ailable  except  from  design  studios.  Use 
your  own  manipulation  software  to  make 
each  image  uniquely  yours. 

Whatever  your  area  of  expertise,  the  Image 
Gallery  disc  can  help  you  get  your  message 
across  in  a  dramatic  graphic  wa\".  Art  deco, 
business  graphics,  alphabets,  sports,  food, 
computers— pick  a  topic  and  find  nimierous 
illustrations  to  fill  your  even.-  need. 

Let  NEC's  CHp  .Art         disc  put  full- 
color  computer  graphics  to  work  for  you. 
Over  2500  computer  generated  images  are 
a\-ailable  to  you.  Stretch  them,  bend  them, 
rotate  them  up  to  a  full  360  degrees,  change 
an>-  or  all  of  the  colors,  emphasize  an\- 
section  of  the  graphic— ^^ith  Clip  .Art  3-D 
you  are  in  total  controll 

As  with  the  other  NEC  packages,  the 
Image  Galler>'^  and  Clip  Art  3-D  discs  cost 
imder  .5400  and  come  complete  on  a  single 
CD-ROM.  .Also,  expon  formats  a\"ailable 
include  both  TIFF  and  EPS.  and  most 
packages  incltjde  an  indexed  catalogue  of  all 
images  contained  on  the  CD-ROM. 


Future  Packages  Will  Mean 
Even  Larger  Libraries 

NEC  15  committed  to  expanding  its  line:: 
CD-ROMs  as  the  desktop  publishing  n: 
increases.  Users  of  the  present  library  a: 
anticipate  more  choices  in  the  future  .-^ 
new  packages  under  the  NEC  librar 
will  be  accommodated  b\-  the  currer.:  : 
so  obsolescence  is  not  a  concern. 

If  the  CD-ROM  addition  to  desktop  it 
lishing  brings  the  s>"stem.  to  a  wonderfil 
adolescence,  what  wiU  desktop  publish^ 
like  when  it  grows  all  the  wa>-  up? 

-According  to  NEC,  their  libraries  wii 
continue  to  grow,  and  gi%"e  users  acces : 
more  images  which  means  more  sped:: 
tion  b>"  indi^^dual  users.  In  the  mea;  • 
the  NEC  packages  are  about  to  turr.  • 
into  professionals— overnight.  And 
means  desktop  publishing  is  here  to  s: . 

The  text  for  this  special  advertising  sect;': 
was  written  by  Ronald  J.  Bognore  in  co  t< 
tion  with  USA  Chicago,  Inc. 
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9 


9 


^.  ^ 

"py/ia?  do  you  meari  A 


^  "Oh  no!  I'm  late  for  my  meet  hi g 

^  the  ilhistnitiir." 


9 


t 


w  "//  they  don 't  have  0 


I'm  history."  ^  # 


Introducing  CD-ROM  Ee 
It  lets  you  spend  less  time  using  v)- 


Now  you  can  do  all  of  your  desktop 
publishir.g  a:  your  desk. 

You"d  be:ier  take  a  sea:.  Because  you're 
not  going  to  believe  all  the  things  you  can 
do.  Right  from  where  you're  sitting. 

Wi:h  CD-ROM  desktop  publishing 

tront  NEC. 

AH  you  need  is  a  CD-ROM  reader, 
desktop  publishing  and  CD-ROM  soft- 
ware and  your  computer.  Then  you'll 
have  the  tools  to  put  out  first-rate 
desktop  publishing.  At  prices  that'll 
knock  your  socks  off. 

You  see.  ROM  stands  for  "read  only 
memory."  So  we  can  give  you  massive 
amounts  of  stock  photos,  type.  3D  clip 
art  and  line  art. 

In  fact,  there's  so  much  information 
that  you'd  need  over  3.000  floppies  to 
store  what  we  ^ive  vou  on  si.x  discs. 


'I 


Type  Gallery.'  If  you  want  more 
faces,  you'll  have  to  buy  a  Type  ; 

You'll  never  have  to  wa 
for  someone  to  set 
your  type  again. 
Because  with  Type 
Gallery  PS.  you'll 
have  4  70  type- 
faces from 
on  a  single 

You'll  start 
favorite  typeface  families.  But  if  you 
ever  want  to  buy  a  font  you  don't  hav 
just  call  our  toll-free  number.  Sine.-  : 
rest  of  the  fonts  are  already  on  your 
disc,  all  we  have  to  do  is  unlock  the  ois 
you  want.  So  in  a  matter  of  seconds, 
you'll  be  ready  to  set  the  type  you  ■■■■ 
And.  like  most  of  our  software,  it's  11:1 
PC  and  Macintosh  compatible,  too. 

If  you  use  a  LaserJet  printer,  there 
■a        p-         Type  Gallery  LJ. 


^eventy-^:x  typetaces  i 
one  disc.  Inciudie 


I  can-t  make  up        mind.   ^  x  c^^  "^yv*  "^^ 

I  can  t  mak*.  ur.  _■      \_  J  \  cal\^  -^^ 


Publishing  from  NEC. 

,  and  more  time  using  your  head. 


e  Director  from  AGFA  Compugraphic. 
/pe  Gallery.  It's  like  having  a  type 
p  right  at  your  desk. 

ito  Gallery"  and  Image  Folio." 
;  end  of  the  stock  search. 

/  you  can  have  over  1,500  black 

white  stock  photos  (from 
PHOTO)  right  at  your  finger-  | 

With  Photo  Gallery. 
re's  everything  from 
pie  and  pets  to  sail- 
ts  and  sunsets.  What's 
e,  all  the  images  are  available 
'IFF  files,  for  easy  placement, 
'ith  our  Image  Folio  program, 
'11  have  thousands  more  photos  that 

can  retouch  yourself, 
here's  no  cutting.  No  pasting.  And, 
;  of  all,  no  running  to  the  stock  house. 

3  Art  3-D  and  Image  Gallery." 

^ou  can  use  a  mouse,  you  can  be  an 

strator. 

you  ever  think  it  would  be  that  easy 
le  an  artist?  Well,  with  Clip  Art  3-D 


it  is.  You'll  have  over  2,500  images  you 
can  manipulate  any  way  you  like.  If 
that's  not  enough,  there's  also  Image 
Gallery.  Thousands  of  high-quality, 
hand-drawn  black  and  white  images 
(provided  by  Metro  ImageBase)  you  can 
scale  up  or  down.  Not  only  that,  all 
the  images  are  stored  in  TIFF  and 
EPS  file  formats. 

So  it's  you  who'll  be  creating 
all  the  art.  Not  an  illustrator. 

It's  almost  time  to  get  up  on 
your  feet  again. 

After  all,  you  don't  have  CD-ROM  yet 
so  there's  probably  something  you 
have  to  run  and  do.  However,  you 
should  realize  by  now  that  there's  only 
one  place  you  really  have  to  sprint. 

Your  nearest  NEC  dealer.  Then,  "^S^Sow"?" 
we  promise,  you  can  hang  up  your 
sneakers  once  and  for  all. 


S.  companies  Ranked  Dy  industry 


COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
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% 

4 

WETTERAU 

744 

583 

3 

5189 

7 

45.9 

9 

1047 

4 

11.9 

18.8 

5 

INTERNATIONAL  MULTIFOODS 

949 

365 

0 

1976 

4 

28.3 

-21 

828 

16 

10.1 

9.3 

lOB  FOOD  PROCESSING 

RDniiD  rnMDntiTF 

UKUUr  lUrirujIlL 

81700 

0  1/77 

1  7 
1  1 

1  1  AAt\/\ 

1 1 

1  1 

nun 

_c 
J 

0J7JV 

1 } 

1  D.  1 

i  7  0 

1  /  .7 

1 

H.  J.  HEINZ 

64 

7789 

23 

6022 

7 

486.3 

15 

4479 

6 

20.2 

27.4 

2 

KELLOGG 

71 

7421 

3 

4652 

7 

422.1 

-12 

3390 

3 

21.7 

26.0 

3 

SARA  LEE 

80 

6742 

29 

1 1746 

5 

440.8 

17 

7230 

28 

NA 

19.5 

4 

CAMPBELL  SOUP 

84 

6407 

60 

6003 

14 

37.1 

-86 

4369 

7 

NA 

1.9 

5 

ARCHER  DANIELS  MIDLAND 

96 

5995 

47 

7745 

5 

482.3 

32 

5262 

9 

13.4 

14.4 

6 

GENERAL  MIUS 

101 

5858 

23 

5954 

15 

343.5 

15 

3174 

7 

26.2 

42.0 

7 

RALSTON  PURINA 

117 

5220 

-5 

6858 

13 

350.1 

-6 

4495 

7 

17.9 

35.1 

8 

CPC  INTERNATIONAL 

122 

5037 

24 

5103 

9 

327.5 

13 

3705 

1 1 

NA 

26.2 

9 

BORDEN 

133 

4661 

10 

7593 

5 

-60.6 

NM 

4825 

9 

NA 

-3.8 

to 

QUAKER  OATS 

178 

3632 

-9 

5729 

2 

197.7 

-21 

3125 

2 

13.4 

19.8 

11 

CONAGRA 

201 

3165 

28 

13557 

30 

216.8 

26 

5403 

16 

20.0 

21.4 

12 

HERSHEY  FOODS 

217 

2863 

23 

2421 

12 

171.1 

18 

1814 

3 

14.6 

15.9 

13 

CASTLE  S  COOKE 

309 

2066 

33 

2718 

10 

94.9 

-15 

2190 

19 

10.0 

1 1.7 

14 

WM.  WRIGLEY  JR. 

324 

1974 

34 

993 

1  1 

106.1 

22 

499 

13 

31.1 

30.9 

15 

TYSON  FOODS 

347 

1772 

82 

2937 

47 

103.7 

24 

2592 

182 

8.3 

21.9 

16 

GERBER  PRODUCTS 

380 

1576 

23 

1  114 

10 

95.1 

24 

714 

2 

21.4 

27.2 

17 

PIONEER  HI-BRED  INTERNATIONAL 

444 

1279 

1 1 

870 

13 

72.9 

-16 

1136 

16 

13.2 

12.7 

18 

DEAN  FOODS 

585 

853 

7 

1783 

1 1 

61.5 

33 

710 

26 

15.4 

18.0 

19 

McCORMICK 

590 

840 

35 

1246 

2 

52.5 

48 

865 

2 

13.2 

15.2 

20 

IBP 

605 

805 

8 

9129 

1 

35.3 

-43 

1325 

3 

7.3 

7.2 

21 

UNITED  BRANDS 

642 

753 

30 

3823 

9 

67.8 

12 

1660 

12 

12,0 

14.4 

22 

SAVANNAH  FOODS  S  INDUSTRIES 

647 

740 

121 

1097 

20 

41.1 

105 

482 

22 

19.9 

25.4 

23 

LANCE 

667 

703 

23 

432 

6 

44.9 

15 

276 

8 

21.1 

21.1 

24 

UNIVERSAL  FOODS 

687 

672 

22 

874 

21 

42.5 

42 

526 

17 

14.2 

19.9 

25 

GEO.  A.  HORMEL 

704 

647 

-22 

2410 

5 

70.8 

15 

716 

5 

14.9 

15.0 

26 

FLOWERS  INDUSTRIES 

708 

643 

10 

822 

9 

25.3 

-38 

439 

0 

10.1 

12.2 

27 

TEJON  RANCH 

781 

525 

-1 

17 

23 

2.4 

76 

43 

4 

7.7 

8.1 

28 

J.  M.  SMUCKER 

820 

479 

1  1 

407 

15 

29.2 

9 

218 

10 

17.9 

18.5 

29 

TOOTSIE  ROLL  INDUSTRIES 

976 

347 

43 

179 

39 

20.2 

22 

154 

-4 

18.9 

18.9 

30 

GOLDEN  VALLEY  MICROWAVE 

996 

336 

28 

172 

22 

19.4 

16 

135 

33 

22.5 

26.5 

IOC  FOOD  RETAILING 

GROUP  COMPOSITE 

21247 

19 

88889 

11 

1011.4 

13 

24295 

4 

12.7 

28.8 

1 

ALBERTSON'S 

170 

3741 

44 

7423 

10 

196.6 

21 

1863 

17 

18.9 

2 

FOOD  LION 

179 

3623 

14 

4717 

24 

139.8 

24 

1282 

18 

21.5 

3 

WINN-DIXIE  STORES 

262 

2390 

34 

9486 

4 

146.6 

14 

1635 

0 

18.5 

4 

AMERICAN  STORES 

289 

2167 

29 

22004 

19 

1 18.1 

20 

7265 

2 

6.4 

5 

GREAT  ATLANTIC  &  PACIFIC  TEA 

323 

1977 

8 

1 1014 

12 

142.8 

17 

2870 

23 

12.2 

6 

GIANT  FOOD 

368 

1647 

20 

3159 

9 

105.3 

18 

1064 

1 1 

16.9 

7 

WEIS  MARKETS 

426 

1348 

1 

1239 

4 

86.4 

5 

656 

10 

15.7 

8 

BRUNO'S 

488 

1 122 

24 

2271 

10 

53.6 

20 

684 

6 

12.8 

1 

9 

KROGER 

508 

1071 

31 

19104 

0 

-16.3 

NM 

4145 

-12 

NM 

10 

VONS 

589 

842 

51 

5221 

33 

-25.1 

NM 

1632 

0 

NM 

- 

11 

SMITH'S  FOOD  &  DRUG  CENTERS 

682 

679 

0 

1732 

24 

26.1 

48 

728 

25 

8.4 

1 

12 

HANNAFORD  BROTHERS 

709 

640 

30 

1521 

21 

37.4 

29 

470 

21 

13.6 

1 
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COMPANY 


CHANGE 
TOP  FROM 
1000  1989 
RANK         $  MIL  % 


;/  FUEL 


INDUSTRY  COMPOSITE 


273826 


20 


375706 


1  5367.3 


-9 


368855 


9.0 


11.3 


A  COAL 


GROUP  COMPOSITE 


2105 


30 


3530 


23 


125.8 


-20 


3965 


32 


8.2 


10.3 


NERCO 

PITTSTON 

NACCO  INDUSTRIES 


552 
671 
840 


944 

697 
464 


71 
4 
43 


711 

1631 
1 188 


7 
3 
93 


68.1 
3.8 
53.9 


-10 
-90 
20 


1301 
984 
1680 


101 


11.8 
16 
8.2 


B  OIL  &  GAS 


CROUP  COMPOSITE 

239993 

18 

351022 

7 

14233.1 

-12 

342426 

4 

9.0 

11.4 

EXXON 

2 

59389 

1 

88088 

9 

2975.0 

-43 

83219 

12 

9.5 

10.1 

AMOCO 

9 

27495 

32 

23973 

1 3 

1610.0 

-22 

30430 

2 

10.5 

1 1 .7 

MOBIL 

1 3 

25839 

26 

56656 

4 

1 809.0 

-11 

39080 

1 

1 0.6 

1 1 .2 

CHEVRON 

1  4 

24896 

34 

29443 

1 7 

251 .0 

-86 

33884 

0 

2.5 

1.7 

ATLANTIC  RICHFIELD 

1 9 

1 91 46 

23 

15351 

-13 

1 953.0 

23 

22020 

4 

21.1 

29.8 

TEXACO 

34 

1 568 1 

2 1 

32416 

_3 

241 3  0 

85 

25100 

_5 

NA 

29.3 

OrriDFNTAI  PFTPniFIIM 

70 

7487 

3 

20068 

3 

256  0 

-18 

207 1 2 

5  7 

4  2 

u  n  U  ^.  A  L 

73 

7 1 66 

45 

10385 

1 3 

358  0 

1 1 79 

9257 

_3 

N  A 

1 5  2 

DHIIIID^  DFTDHIFIIM 

rniLLIr.)  rCIKULCUn 

flO 

I  0 

1  /  J04 

1  u 

0 1 0  n 
z  )  y.u 

— OO 

1  1  0  A 

1  1  zoo 

A 

— O 

7  7 

y.u 

BURLINGTON  RESOURCES 

98 

5967 

-9 

1715 

-5 

146.9 

2851 

6098 

11 

5.2 

4.6 

ORYX  ENERGY 

128 

4874 

45 

1211 

-6 

54.0 

NM 

4185 

2 

4.4 

3.6 

SUN 

157 

4014 

7 

1 1380 

14 

98.0 

1300 

8699 

1 

4.2 

2.8 

AMERADA  HESS 

159 

3946 

33 

5679 

33 

476.3 

283 

6631 

33 

13.2 

19.0 

PENN20IL 

213 

2978 

-1 

2330 

13 

235.5 

NM 

4599 

2 

NA 

15.6 

COASTAL 

218 

2862 

56 

8271 

8 

178.3 

10 

8031 

5 

NA 

13.1 

KERR-McGEE 

251 

2488 

26 

3087 

15 

125.8 

23 

3332 

7 

NA 

8.4 

ASHLAND  OIL 

295 

2122 

-10 

8095 

2 

12.3 

-95 

4468 

3 

2.5 

1.1 

ENRON  OIL  &  GAS 

361 

1689 

0 

289 

4 

-6.1 

NM 

1366 

4 

NM 

-1.6 

UNION  TEXAS  PETROLEUM  HOLDINGS 

363 

1673 

57 

1160 

1 

172.6 

58 

1721 

0 

NA 

48.1 

ANADARKO  PETROLEUM 

364 

1666 

25 

362 

8 

48.0 

21 

1553 

4 

8.0 

9.9 

MURPHY  OIL 

388 

1542 

26 

1682 

10 

46.6 

20 

2075 

0 

4.4 

6.2 

MAPCO 

41 1 

1404 

10 

2113 

17 

1 16.2 

-1 

1424 

7 

15.9 

24.5 

LYONDELL  PETROCHEMICAL 

412 

1400 

-39 

5358 

14 

374.0 

-31 

1267 

9 

57.3 

NM 

LOUISIANA  LAND  &  EXPLORATION 

473 

1 175 

13 

757 

4 

46.9 

NM 

1 199 

-16 

10.6 

10.7 

AMERICAN  PETROFINA 

476 

1  168 

19 

3036 

15 

1  19.1 

-10 

2425 

43 

9.9 

9.1 

MAXUS  ENERGY 

523 

1030 

48 

604 

5 

-31.0 

NM 

1482 

-18 

-23.4 

NM 

MITCHELL  ENERGY  &  DEVELOPMENT 

526 

1020 

57 

658 

14 

30.4 

3129 

2044 

5 

6.6 

5.3 

HAMILTON  OIL 

600 

819 

18 

208 

7 

14.7 

-12 

783 

-27 

7.7 

4.4 

DIAMOND  SHAMROCK 

736 

596 

26 

2091 

16 

60.1 

1 1 

1027 

22 

10.9 

14.5 

APACHE 

747 

578 

98 

247 

74 

22.1 

307 

724 

3 

NA 

7.8 

VALERO  ENERGY 

771 

539 

42 

941 

22 

41.5 

36 

1018 

10 

8.1 

5.5 

ADOBE  RESOURCES 

923 

385 

68 

157 

-1 1 

-13.4 

NM 

457 

-3 

NM 

-19.8 

SAN  JUAN  BASIN  ROYALTY  TRUST 

953 

361 

-12 

9 

-44 

8.2 

-46 

97 

-2 

NM 

8.4 

QUAKER  STATE 

981 

346 

-25 

819 

-7 

1 1.8 

-22 

765 

3 

NA 

3.8 

!1C  PETROLEUM  SERVICES 

mw  COMPOSITE 

31728 

41 

21154 

4 

1008.3 

50 

22463 

-2 

9.1 

9.4 

ItillUMBEROER 

40 

11942 

31 

4686 

-5 

420.0 

-7 

5482 

-2 

16.0 

14.8 

KCdIBURTON 

131 

4810 

50 

5661 

17 

133.7 

58 

4231 

-10 

6.6 

6.4 
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% 
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3 

BAKER  HUGHES 

172 

3694 

87 

2341 

0 

92.6 

59 

2068 

-1 

9.0 

8.4 

4 

DRESSER  INDUSTRIES 

192 

3345 

34 

3982 

0 

161.2 

19 

3008 

3 

NA 

10.0 

5 

OCEAN  DRILLING  &  EXPLORATION 

416 

1391 

55 

320 

10 

43.8 

190 

919 

-4 

NA 

12.2 

6 

Nl  INDUSTRIES 

429 

1338 

-1 1 

1001 

-1 

170.3 

27 

1512 

80 

29.8 

66.3 

7 

ROWAN 

562 

929 

106 

226 

4 

-37.8 

NM 

756 

-3 

NM 

-7.6 

8 

HEIMERICH  &  PAYNE 

575 

882 

48 

211 

31 

42.7 

110 

591 

2 

9.1 

9.2 

9 

CBI  INDUSTRIES 

641 

754 

42 

1496 

9 

34.3 

25 

1359 

2 

7.1 

7.2 

10 

NOBLE  AFFILIATES 

668 

700 

35 

212 

10 

22.6 

91 

545 

5 

7.6 

10.0 

11 

GRACE  ENERGY 

743 

584 

0 

393 

10 

23.6 

19 

81 1 

7 

2.6 

4.3 

12 

PARKER  DRILLING 

788 

518 

96 

126 

33 

-33.8 

NM 

262 

-5 

NM 

-16.6 

13 

GLOBAL  MARINE 

845 

460 

116 

188 

34 

-61.5 

NM 

583 

-56 

NM 

NM 

14 

SMITH  INTERNATIONAL 

927 

381 

27 

312 

-3 

-3.3 

NM 

338 

-5 

-8.4 

-6.2 

12 

HEALTH  CARE 

INDUSTRY  COMPOSITE 

217165 

20 

115960 

10 

10948.2 

3 

103724 

8 

19.2 

22.1 

12A  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

8033 

21 

23273 

12 

448.7 

2 

8140 

10 

11.4 

14.4 

1 

WALGREEN 

242 

2638 

23 

5555 

12 

158.2 

17 

1811 

11 

17.2 

18.8 

2 

McKESSON 

405 

1438 

13 

7578 

10 

105.8 

14 

2408 

5 

11,8 

17.6 

3 

RITE  AID 

421 

1364 

1 

3134 

14 

83.0 

-11 

1534 

9 

9.5 

12.2 

4 

MEDCO  CONTAINMENT  SERVICES 

566 

916 

67 

850 

40 

-10.1 

NM 

508 

6 

-6.2 

-3.8 

5 

LONGS  DRUG  STORES 

580 

865 

23 

211 1 

10 

61.3 

10 

561 

14 

18.0 

19.3 

6 

BERGEN  BRUNSWIG 

603 

813 

68 

4044 

12 

50.5 

34 

1318 

24 

9.4 

12.5 

12B  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

145553 

20 

48674 

9 

6725.0 

-1 

53233 

9 

21.6 

23.8 

MERCK 

7 

27975 

9 

6551 

10 

1495.4 

24 

6757 

10 

39.5 

44.8 

BRISTOL-MYERS  SQUIBB 

8 

27843 

109 

9189 

7 

747.0 

-40 

8497 

3 

14.0 

14.7 

ELI  LILLY 

25 

17670 

28 

4176 

16 

939.5 

23 

5848 

1 1 

23.3 

25.0 

AMERICAN  HOME  PRODUCTS 

32 

15763 

27 

6747 

5 

1102.2 

1 1 

5681 

3 

28.5 

55.9 

PFIZER 

46 

9671 

5 

5672 

5 

681.1 

-14 

7726 

6 

16.0 

15.0 

SCHERING-PLOUGH 

53 

8952 

27 

3158 

6 

471.3 

21 

3614 

3 

25.3 

24,1 

WARNER-LAMBERT 

77 

6970 

27 

4196 

7 

412.7 

21 

2860 

6 

32.3 

37.5 

UPJOHN 

78 

6920 

27 

2916 

8 

311.0 

-13 

3247 

4 

15,2 

16.1 

MARION  MERRELL  DOW 

95 

6005 

-10 

1078 

30 

46.3 

-74 

1848 

195 

8,2 

4.7 

SYNIEX 

103 

5674 

14 

1402 

5 

300.9 

-6 

1427 

-1 

38.5 

46.4 

GENENTECH 

283 

2212 

40 

383 

19 

44.0 

114 

71  1 

7 

8.2 

9.4 

RORER  GROUP 

307 

2075 

65 

1 182 

14 

86.5 

40 

1792 

29 

9,3 

21.1 

AlZA 

452 

1242 

61 

82 

1  1 

18.8 

10 

288 

10 

NA 

10.6 

AMGEN 

525 

1028 

46 

148 

116 

3.8 

192 

281 

46 

1.8 

2.2 

ALLERGAN 

528 

1007 

0 

807 

7 

57.3 

-21 

936 

14 

12.9 

12.9 

CARTER-WALLACE 

614 

787 

30 

540 

5 

49.6 

13 

498 

12 

14.6 

14.9 

MYLAN  LABORATORIES 

622 

774 

152 

90 

-3 

20.3 

-9 

136 

20 

17.1 

17.3 

FOREST  LABORATORIES 

648 

739 

43 

128 

19 

26.1 

21 

230 

18 

NA 

13.3 

GENETICS  INSTITUTE 

773 

538 

88 

44 

47 

-28.7 

NM 

212 

7 

NM 

-14.6 

20 

CHIRON 

841 

463 

100 

35 

23 

-19.3 

NM 

126 

90 

NM 

-16.6 

21 

CETUS 

844 

462 

28 

20 

-32 

-55.8 

NM 

254 

-2 

NA 

-60.6 

22 

CENTOCOR 

911 

392 

68 

72 

30 

0,1 

-97 

180 

18 

0.5 

0.1 

23 

DIAGNOSTIC  PRODUCTS 

915 

389 

67 

60 

28 

15.2 

22 

84 

28 

22.5 

22.5 

12C  HEALTH  CARE  SERVICES 

GROUP  COMPOSITE 

11126 

14 

14403 

14 

652.9 

6 

13736 

7 

10.1 

13.4 

HUMANA 

162 

3906 

42 

4257 

19 

273.4 

18 

3756 

4 

15.0 

20.4 

NATIONAL  MEDICAL  ENTERPRISES 

241 

2645 

31 

3963 

15 

213.7 

22 

4115 

13 

10.1 

15,3 

NATIONAL  HEALTH  LABORATORIES 

469 

1 188 

55 

402 

28 

64.7 

32 

346 

15 

20.7 

18.9 

:  COMMUNITY  PSYCHIATRIC  CENTERS 

547 

954 

-22 

320 

21 

72.0 

23 

475 

2 

15.7 

16.7 

:  MANOR  CARE 

733 

597 

14 

670 

19 

25.2 

NM 

851 

5 

8.3 

11.8 

2.^1 
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COMPANY 

MARKET 

VAL. 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

S  MIL 

'from' 

1989 

12 
MONTHS 
1989 
S  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
S  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 

S  ^ML. 

CHANGE 
FROM 
1988 

% 

ON 
INVESTH) 
CAPTTAl 

% 

ON 
COMMON 
EflWTY 

% 

6 

U.  S.  HElLTHCiRE 

758 

566 

61 

1000 

35 

28.4 

682 

414 

53 

18.1 

18.1 

7 

MEDICAL  CARE  INTERNATIONAL 

839 

465 

144 

140 

37 

16.2 

97 

183 

35 

16.9 

13.1 

8 

FHP  INIERNATIONAL 

854 

452 

102 

819 

38 

26.3 

37 

364 

51 

NA 

21.0 

9 

AMERICAN  MEDICAL  INTERNATIONAL 

967 

354 

-71 

2832 

-6 

-66.9 

NM 

3231 

-3 

NM 

-9.1 

12D  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

52454 

24 

2961  1 

9 

3121.6 

14 

28616 

7 

22.4 

21.9 

1 

JOHNSON  S  JOHNSON 

20 

19067 

25 

9757 

8 

1082.0 

1  1 

7919 

11 

23.2 

27.5 

2 

ABBOT!  LABORATORIES 

36 

14353 

25 

5380 

9 

859.8 

14 

4852 

3 

31.8 

31.5 

3 

BAXTER  INTERNATIONAL 

94 

6050 

27 

7399 

8 

446.0 

15 

8503 

-1 

NA 

1 1.9 

4 

BECTON,  DICKINSON 

276 

2295 

15 

1834 

5 

162.8 

8 

2316 

7 

12.7 

15.2 

5 

BAUSCH  &  LOMB 

354 

1741 

24 

1220 

25 

1 14.4 

17 

1429 

18 

15.9 

17.1 

6 

MEDTRONIC 

356 

1716 

56 

798 

9 

103.1 

9 

795 

16 

22.7 

19.9 

7 

SIGMA-ALDRICH 

408 

1429 

25 

441 

18 

64.0 

13 

445 

38 

18.4 

22.4 

8 

ST.  JUOE  MEDICAL 

490 

1116 

100 

148 

30 

50.9 

52 

202 

41 

29.8 

29.8 

9 

C.  R.  BARD 

591 

839 

-26 

778 

3 

65.4 

-17 

565 

9 

17.7 

19.7 

10 

ACUSON 

612 

789 

27 

227 

35 

38.1 

38 

170 

37 

28.4 

28.4 

11 

BIOMET 

694 

660 

32 

148 

19 

25.4 

49 

133 

24 

22.9 

22.9 

12 

U.  S.  SURGICAL 

698 

655 

71 

345 

19 

30.6 

32 

327 

24 

13.6 

18.3 

13 

STRYKER 

750 

574 

45 

226 

26 

19.2 

21 

152 

22 

17.8 

18.1 

14 

WESIMARK  INTERNATIONAL 

817 

481 

61 

439 

20 

19.1 

83 

366 

14 

7.2 

7.1 

15 

SCIMED  LIFE  SYSTEMS 

980 

346 

236 

56 

156 

13.4 

648 

56 

174 

48.0 

53.4 

16 

MINE  SAFETY  APPLIANCES 

985 

342 

8 

415 

4 

27.5 

14 

387 

7 

11.1 

11.7 

73  HOUSING 

INDUSTRY  COMPOSITE 

17688 

4 

23589 

9 

1638.2 

1  1 

26890 

IS 

13.0 

20.9 

13A  BUILDING  MATERIALS 

GROUP  COMPOSITE 

1  2877 

3 

19349 

8 

1385.8 

9 

1  7698 

11 

15.8 

22.9 

1 

PPG  INDUSTRIES 

135 

4530 

-9 

5734 

2 

465.2 

-1 

5645 

10 

15.7 

21.2 

2 

VULCAN  MATERIALS 

349 

1763 

1 

1076 

2 

133.4 

-2 

1003 

5 

19.1 

20.1 

3 

SHERWIN-WILLIAMS 

396 

1477 

29 

2123 

9 

108.9 

8 

1375 

9 

14.8 

16.4 

4 

LAFARGE 

557 

939 

18 

1497 

14 

100.0 

7 

1551 

29 

9.7 

13.2 

5 

OWENS-CORNING  FIBERGLAS 

568 

913 

-18 

3000 

6 

172.0 

-13 

1924 

21 

28.3 

NM 

6 

CALMAT 

584 

854 

-4 

690 

3 

78.1 

39 

809 

6 

NA 

15.1 

7 

TECUMSEH  PRODUCTS 

670 

697 

-13 

1510 

38 

82.6 

18 

1034 

15 

12.3 

12.4 

8 

SOUTHDOWN 

818 

481 

49 

593 

9 

23.0 

33 

1  154 

-6 

NA 

5.5 

9 

RPM 

865 

440 

26 

396 

10 

26.1 

12 

308 

12 

13.0 

16.4 

i 

MANVILLE 

896 

408 

36 

2192 

6 

172.7 

94 

2640 

10 

13.9 

38.0 

1  11 

VALSPAR 

934 

376 

31 

537 

10 

23.7 

24 

255 

8 

17.9 

21.1 

i       13B  CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

4810 

8 

4240 

17 

252,4 

24 

9193 

25 

8.1 

14.0 

:  ROUSE 

462 

1 199 

-8 

495 

7 

10.3 

-48 

2218 

20 

4.8 

13.5 

:  ROCKEFELLER  CENTER  PROPERTIES 

661 

717 

1 

126 

1 

41.6 

-7 

1500 

-2 

NM 

6.7 

•  KOGER  PROPERTIES 

731 

598 

-14 

147 

4 

1.1 

-74 

702 

9 

NM 

2.1 

;  NEW  PLAN  REALTY  TRUST 

735 

597 

37 

51 

30 

31.9 

31 

302 

58 

NM 

1 1.6 

1  5 

:  CENTcX 

748 

575 

40 

2003 

15 

59.5 

87 

2059 

72 

NA 

14.4 

1  6 

:  WEINGARTEN  REALTY  INVESTORS 

884 

427 

20 

66 

2 

14.5 

-34 

360 

6 

NM 

14.6 

THE  1990  BlSiNKS  UIEK  lUOO 


232 


MARKET 

1  1 M  n  n  b  1 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
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$  MIL. 

CHANGE 
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1988 

% 

ON 
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CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

7 

KAUFMAN  S  BROAD  HOME 

959 

356 

26 

1270 

31 

81.4 

69 

1487 

30 

15.9 

52.5 

8 

FEDERAL  REALTY  INVESTMENT  TRUST 

987 

341 

9 

83 

22 

12.0 

29 

564 

19 

NM 

12.1 

4  LEISURE  TIME  PRODUCTS 

INDUSTRY  COMPOSITE 

80032 

9 

71008 

11 

3993.4 

-15 

88597 

15 

10.0 

11.3 

14A  EATING  PLACES 

GROUP  COMPOSITE 

16024 

16 

11443 

9 

962.6 

5 

12680 

13 

13.3 

19.7 

MCDONALD'S 

42 

11539 

24 

6066 

10 

726.7 

13 

9200 

13 

12,9 

19.8 

TCBY  ENTERPRISES 

752 

572 

12 

146 

49 

29.5 

49 

134 

44 

25,1 

30.0 

INTERNATIONAL  DAIRY  QUEEN 

798 

506 

44 

254 

5 

23.3 

16 

129 

12 

25.0 

30.8 

SHONEY'S 

828 

471 

55 

855 

9 

18.9 

-58 

400 

-1 

24,4 

NM 

LUBY'S  CAFETERIAS 

832 

470 

-5 

290 

1 1 

30.0 

8 

209 

13 

17,7 

18.0 

MORRISON 

862 

442 

-2 

875 

18 

32.2 

1 1 

291 

0 

16,5 

17.9 

BOB  EVANS  FARMS 

885 

425 

-7 

442 

7 

28.2 

-10 

256 

10 

12,9 

13.0 

8 

COLLINS  FOODS  INTERNATIONAL 

893 

416 

3 

549 

4 

30.6 

6 

415 

9 

NA 

12.7 

9 

WENDY'S  INTERNATIONAL 

894 

410 

-31 

1070 

1 

23.7 

-17 

780 

0 

5.4 

5.5 

10 

JERRICO 

920 

387 

14 

656 

1 

-2.0 

NM 

702 

63 

NA 

-4.9 

11 

RYAN'S  FAMILY  STEAK  HOUSES 

921 

386 

29 

241 

25 

21.5 

11 

165 

16 

17.6 

17.6 

14B  ENTERTAINMENT 

GROUP  COMPOSITE 

30686 

27 

15198 

23 

1197.2 

19 

25662 

33 

8.9 

9.6 

\ 

WALT  DISNEY 

33 

15706 

53 

4839 

29 

729.4 

28 

6883 

20 

18.2 

22.8 

2 

PARAMOUNT  COMMUNICATIONS 

114 

5347 

-3 

3463 

1 1 

21.0 

-86 

6954 

28 

2.9 

0.5 

3 

MCA 

166 

3866 

3 

3382 

17 

244.8 

28 

4362 

14 

10.2 

13.7 

4 

UNITED  ARTISTS  ENTERTAINMENT 

327 

1947 

49 

1067 

NA 

91.9 

NA 

4124 

183 

NM 

-1 1.9 

5 

BLOCKBUSTER  ENTERTAINMENT 

461 

1202 

93 

403 

124 

44.2 

152 

417 

78 

NA 

24.7 

6 

KING  WORLD  PRODUCTIONS 

524 

1029 

68 

428 

34 

78.3 

18 

401 

146 

45.6 

80.9 

7 

MGM/UA  COMMUNICATIONS 

582 

861 

5 

918 

38 

-38.8 

NM 

1274 

-6 

NM 

-1 1.7 

8 

ORION  PICTURES 

910 

392 

43 

510 

12 

16.1 

60 

868 

5 

10.1 

8.9 

9 

SPELLING  ENTERTAINMENT 

997 

335 

139 

188 

147 

10.4 

-18 

380 

131 

5,6 

5.8 

14C  HOTEL  &  MOTEL 

GROUP  COMPOSITE 

8811 

-11 

11599 

12 

630.2 

-4 

14327 

15 

10.8 

9.2 

MARRIOTT 

229 

2724 

-20 

7536 

14 

181.0 

-4 

6732 

13 

9,3 

21.6 

HILTON  HOTELS 

255 

2468 

-5 

998 

5 

1 10.1 

-16 

2216 

17 

10,7 

12.7 

CIRCUS  CIRCUS  ENTERPRISES 

407 

1430 

33 

522 

2 

75.1 

4 

676 

29 

18.8 

50.4 

PROMUS 

652 

734 

0 

940 

9 

154.6 

20 

1323 

12 

NM 

-44.4 

CAESARS  WORLD 

754 

570 

-23 

886 

4 

52.7 

-19 

894 

5 

12.7 

20,2 

GOLDEN  NUGGET 

850 

456 

24 

300 

71 

-21.2 

NM 

1  144 

8 

NM 

-18.0 

PRIME  MOTOR  INNS 

879 

429 

-52 

416 

4 

77.9 

5 

1342 

34 

9.3 

15,9 

14D  OTHER  LEISURE 

GROUP  COMPOSITE 

2451  1 

-5 

32769 

7 

1203.4 

-43 

35928 

6 

9.0 

9.9 

1 

EASTMAN  KODAK 

39 

12610 

-15 

18398 

8 

529.0 

-62 

23652 

3 

7.7 

7,7 

2 

CARNIVAL  CRUISE  LINES 

225 

2795 

30 

1 148 

91 

193.6 

-1 

2220 

112 

NM 

21.9 

3 

POLAROID 

257 

2449 

-20 

1905 

2 

145.0 

NM 

1777 

-9 

19.0 

76.1 

4 

BRUNSWICK 

442 

1286 

-15 

2826 

-14 

-71.3 

NM 

1985 

-5 

NM 

-9.1 

5 

HASBRO 

496 

1101 

19 

1410 

4 

92.2 

27 

1426 

28 

12.1 

11.7 

6 

AMERICAN  GREETINGS 

510 

1062 

46 

1263 

1 

67.6 

120 

1  146 

-3 

10.3 

1  1.5 

7 

MATTEL 

536 

977 

78 

1237 

25 

79.6 

122 

830 

20 

23.2 

37.3 

8 

FLEETWOOD  ENTERPRISES 

770 

540 

-21 

1543 

-2 

55.6 

-18 

682 

7 

15.5 

13.5 

9 

OUTBOARD  MARINE 

797 

507 

-19 

1433 

5 

4.5 

-93 

1236 

-4 

2.3 

0.7 

10 

CPI 

875 

431 

20 

351 

15 

32.7 

15 

189 

4 

26.2 

26.3 

11 

■  GIBSON  GREETINGS 

897 

407 

10 

465 

15 

42.4 

21 

381 

22 

19.9 

20,4 

12 

i  HARLEY-DAVIDSON 

•  973 

348 

42 

791 

12 

32.6 

20 

403 

-2 

NA 

22,5 

23.^ 
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COMPANy 

MARKET 
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SALES 

PROFITS 
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RETURN 
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1000 
ra.sk 

S  V : 

OIANGE 
HiOM 
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12 
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S  .ViL 
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S  Vi. 

V :s'-s 
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CAPfTAl 

ON  i 
COMMON 
EQUITY  7 

15 

MANUFACTURING 

INOUSIRT  COMPOSITE 

74752 

25 

8701  3 

1  1 

4787.3 

3 

78227 

13 

11.1 

15.4 

lv\  GENERAL  MAXUEACTURING 

GROUP  COMPOSITE 

42224 

29 

35259 

9 

2634.4 

5 

28159 

8 

13.0 

18.4 

1 

MINNESOTA  MINING  S  MFC. 

21 

18537 

20 

1 1990 

6 

1244.0 

8 

9776 

NA 

23.2 

2 

CORNING 

147 

4216 

40 

2439 

15 

259.4 

-11 

3361 

16 

12.2 

15.2 

3 

ILLINOIS  TOOL  WORKS 

239 

2654 

49 

2173 

13 

i63.8 

17 

1688 

22 

15.2 

18.8 

4 

RUBBERMAID 

240 

2652 

34 

1344 

13 

116.4 

17 

915 

17 

18.7 

19.5 

5 

HILLENBRAND  INDUSTRIES 

385 

1554 

53 

1138 

18 

75.0 

7 

1010 

24 

16.5 

18.5 

6 

NEWELL 

386 

1550 

113 

1123 

14 

85.4 

39 

871 

6 

15.1 

19.8 

7 

PARKER  HANNIFIN 

402 

1447 

7 

2479 

6 

101.6 

-9 

1922 

4 

10.0 

11.5 

8 

NORTON 

410 

1415 

41 

1531 

9 

76.0 

1 

1 161 

6 

NA 

12.4 

9 

AVERY  INTERNATIONAL 

467 

1189 

18 

1732 

10 

86.5 

n 

1142 

2 

13.4 

16.1 

10 

JOSTENS 

512 

1053 

52 

753 

18 

58.2 

41 

446 

7 

22.4 

25.0 

11 

TRINOVA 

583 

854 

-12 

1942 

9 

33.4 

-62 

1362 

-5 

5.7 

5.1 

12 

CRANE 

606 

804 

46 

1456 

11 

55.9 

14 

679 

-9 

NA 

20.4 

13 

KEYSTONE  INTERNATIONAL 

615 

787 

48 

376 

14 

36.8 

20 

366 

8 

NA 

19.3 

14 

HARSCO 

695 

660 

0 

1351 

6 

11.4 

-63 

978 

10 

3.8 

2.9 

15 

A.  T.  CROSS 

775 

537 

-5 

247 

9 

36.0 

2 

196 

12 

23.3 

23.3 

16 

PHILIPS  INDUSTRIES 

866 

438 

-21 

953 

10 

39.2 

-14 

477 

1 

13.3 

14.4 

17 

FIRST  BRANDS 

883 

427 

0 

1158 

2 

59.8 

132 

819 

0 

15.5 

31.3 

18 

WATTS  INDUSTRIES 

890 

419 

18 

252 

23 

24.9 

16 

276 

43 

12.2 

15.7 

19 

SIC 

969 

352 

13 

330 

12 

23.0 

-14 

244 

0 

12.2 

12.0 

20 

SANFORD 

984 

345 

11 

130 

27 

21.0 

19 

103 

0 

24.7 

28.1 

21 

TELEFLEX 

998 

335 

0 

360 

10 

26.8 

12 

367 

39 

14.7 

17.5 

MACHINE  &  HAND  TOOLS 


GROUP  COMPOSITE 

5178 

1 

87  20 

20 

294.1 

-25 

10137 

81 

8.0 

11.3 

1 

STANLEY  WORKS 

333 

1565 

17 

1972 

3 

117.7 

14 

1491 

6 

12.2 

17.5 

2 

SNAP-ON  TOOLS 

432 

1321 

-12 

891 

4 

104.7 

-8 

778 

16 

18.0 

18.3 

3 

BLACK  &  DECKER 

503 

1083 

-21 

3615 

52 

-11.5 

NM 

6176 

220 

-8.5 

-1.6 

4 

CLARK  EQUIPMENT 

624 

772 

32 

1392 

9 

64.7 

47 

1012 

7 

12.2 

13.2 

5 

CINCINNATI  MILACRON 

867 

438 

-2- 

35" 

0 

18.4 

-30 

680 

5 

7.7 

NA 

l^C  ^FECIAL  .MACHINERY 

GROUP  COMPOSITE 

25364 

24 

39353 

12 

1694.0 

7 

37486 

7 

10.9 

12.8 

1 

CATERPILLAR 

9' 

616- 

6 

1 1 126 

7 

497.0 

-19 

10926 

8 

11.5 

11.1 

2 

DEERE 

106 

5574 

43 

7488 

14 

410.4 

39 

9587 

1 1 

NA 

14.8 

3 

INGERSOLl-RAND 

214 

2947 

52 

3447 

14 

202.2 

25 

2595 

4 

13.2 

14.7 

4 

DOVER 

269 

2319 

24 

2120 

9 

144.0 

1340 

5 

NA 

19.6 

5 

TYCO  LABORATORIES 

310 

2066 

39 

2100 

17 

104.7 

28 

1356 

-4 

16.1 

19.2 

6 

FMC 

458 

1211 

-1 

3415 

4 

156.8 

21 

2716 

8 

23.3 

NM 

7 

HcDERMOTT  INTERNATIONAL 

537 

976 

49 

2704 

27 

-100.5 

NM 

3216 

-7 

NM 

-17.8 

1 

8 

TIMKEN 

541 

962 

-2 

1533 

-1 

55.3 

-16 

1566 

-3 

5.9 

5.2 

S 

HARNISCHFEGER  INDUSTRIES 

659 

719 

41 

1584 

25 

59.3 

54 

1451 

20 

11.9 

11.5 

10 

NORDSON 

830 

470 

2 

295 

15 

32.8 

-1 

163 

27 

25.5 

30.7 

11 

APPLIED  MATERIALS 

831 

470 

20 

534 

32 

49.1 

3 

434 

28 

17.3 

19.3 

I 

12 

slilCGS  &  STRATTON 

877 

430 

10 

904 

0 

-8.8 

NM 

623 

0 

NM 

-3.5 

50l  :S  PUMPS 

933 

377 

-5 

507 

12 

28.8 

16 

406 

9 

12.4 

13.8 

LI 

COMMjSCIAl  IHTERTECH 

986 

342 

39 

433 

3 

26.6 

53 

327 

6 

14.1 

15.4 

PfcliTilS 

988 

341 

10 

1164 

41 

36.4 

-9 

781 

5 

8.9 

13.7 

THE  i-M  BLSL\ES>  «EEK  ICM 


Send  1000  fax  as  fast  as  1 

Reach  all  your  customers  while  your  INFO  is  HOT! 


FMI FAXMARKETING  makes  it  possible 
to  reach  thousands  of  key  customers,  pros- 
pects, and  decision  makers  with  timely 
information  and  late  developments  as  fast 
as  you  can  send  a  single  fax. 

FMI  FAXMARKETING  is  truly  user  friendly.  It's  the 
simple  solution  for  fast  communication.  Format  your 
communication  —  or  we'll  format  it  for  your  approval. 
Then  we'll  transmit  it  instantly  to  your  entire  confiden- 
tial address  list  over  dedicated  lines  to  fifty  a  thousand, 
ten  thousand  names.  In  most  cases,  each  for  less  than 
the  cost  of  a  letter. 

Personalize  and  customize  your  message.  FMI  FAX- 
MARKETING  gives  you  letter-quality  reproduction 
that  demands  attention.  You'll  invite  action  with 
graphics,  visuals  and  even  photographs  having  quality 
never  before  possible  with  fax. 

To  get  FREE  information  and  sample  the  remarkable 
quality  df  FMI  FAXMARKETING's  transmissions, 
all  you  do  is  fill  out  the  form  provided  and  fax  this 
ad  to  us  at  ( 203 )  323-4368.  Or  send  this  ad  to  your 


information  suppliers.  We'll  be  happy  to  transmit  our 
information  and  samples  to  them. 

Name/Title  


Company  , 
Address  _ 


Fax  #  . 


Telephone  # 
Industry  


In  addition,  please  send  to: 

Name:  


Fax  #  

£  1W9  Facsimile  Marketing,  Inc 

FMI  and  FMI  FaxMarkeling  are  trademarks  of  Fa 


'.lie  Marketing,  Inc. 


Facsimile  Marketing,  Inc. 
3  Landmark  Square 
Stamford,  CT  06901 


U.S.  c 


lies  Ranked  bv  Industry 


COMPANY 

VALUE 

SALES 

?rof:ts 

iiit'j 

RETURN 

TOP 
1000 

S  WilL 

CHANGE 
FROM 
1939 

12 
MO>fTHS 
19S9 
i  WIL 

FROM 

19B8 

12 
MONTHS 

19B9 
5  MIL 

Ch4NK 
FROM 

19SB 

Moims 

19B9 
S  Wil. 

OiANK 
FROM 
198B 

OS 
INVESTS 

OK 
COMMON 

ISD  TEXTILES 

GROUP  COMPOSITE 

1985 

31 

368  1 

8 

164.9 

27 

2445 

17 

12.2 

16.0 

SHAW  INDUSTRIES 

569 

911 

142 

1266 

13 

55.6 

38 

690 

39 

13.8 

26.8 

2 

SPRINGS  INDUSTRIES 

706 

646 

-5 

1909 

5 

64.9 

23 

1188 

6 

10.2 

II.- 

3 

ILBiNY  INTERNATIONil 

880 

428 

2 

505 

10 

44.5 

23 

566 

19 

14.5 

18.0 

\16  METALS  k  MIXING  | 

INDUSTRY  COMPOSITE 

AI344 

17 

51002 

9 

4157.6 

9 

15.5 

1B.3 

U\\  ALUMINUM 

GROUP  COMPOSITE 

11788 

13 

23368 

18 

1  954.8 

-6 

24426 

18 

17.1 

19.8 

ALUMINUM  CO.  OF  AMERICA 

■  oc 

544.9 

10 

11542 

10 

18.7 

IS. 5 

2 

REYNOLDS  METALS 

191 

335  I 

14 

6:43 

10 

532.7 

1 1 

5397 

12 

17.2 

20.8  i 

3 

AMAX 

280 

2236 

9 

3892 

-1 

360.4 

-51 

4190 

3 

15.1 

17.9  \ 

i 

HAXIAM 

995 

336 

63 

2423 

367 

1 16.8 

3057 

3297 

'  5C 

62.3 

loB  ^TEEL  | 

GROUP  COMPOSITE 

7174 

-3 

15841 

-5 

860.4 

-18 

13209 

2 

11.3 

14.4  1 

BETHLEHEM  STEEL 

395 

1483 

-19 

5251 

-4 

245.7 

-37 

4793 

8 

11.6 

13.1  1 

NUCOR 

440 

1289 

24 

1269 

20 

57.8 

-18 

1034 

9 

NA 

10.1  ' 

INLAND  STEEL  INDUSTRIES 

464 

1198 

-18 

4147 

2 

119.7 

-52 

2864 

-2 

6.9 

7.4 

ALLEGHENY  LUDLUM 

551 

946 

10 

1180 

-2 

133.8 

23 

785 

11 

34.7 

43.5 

ARMCO 

556 

940 

3 

2423 

-25 

210.0 

61 

2489 

-11 

NA 

20.9 

W0RTHIN6T0N  INDUSTRIES 

581 

863 

-1 

958 

3 

60.7 

0 

543 

6 

NA 

18.3 

CARPENTER  TECHNOLOGY 

E52 

454 

1 

6"4 

681 

5 

10.2 

10.5 

OTHER  METAL^ 

GROUP  COMPOSITE 

2  238  1 

28 

1 1793 

14 

1342.4 

-11 

1  3349 

3 

19.5 

1 

NEWMONT  GOLD 

110 

5493 

50 

559 

44 

118.0 

9 

663 

11 

28.8 

26.7 

2 

NEWMONT  MINING 

186 

3477 

28 

591 

50 

127.6 

39 

1381 

-19 

NA 

NM 

3 

PHELPS  DODGE 

290 

2151 

26 

2700 

16 

267.0 

-36 

2505 

-9 

■  17.0 

19.7 

i 

HOMESTAKE  MINING 

311 

2063 

46 

453 

6 

17.5 

-73 

1094 

12 

2.9 

2.3  J 

\  I 

FREEPORT-McMORAN  COPPER 

447 

1265 

68 

368 

10 

98.7 

5 

415 

43 

39.9 

693'  1 

ASARCO 

453 

1238 

10 

2211 

11 

231.2 

12 

2441 

10 

14.6 

16.3  " 

AMAI  GOLD 

500 

1095 

15 

122 

16 

33.3 

-23 

151 

3 

NA 

35.8 

8 

CYPRUS  MINERALS 

521 

1033 

1 

1790 

35 

250.1 

47 

1800 

9 

17.8 

20.4 

1  ' 

BATTLE  MOUNTAIN  GOLD 

530 

999 

-4 

131 

-7 

26.4 

-56 

322 

68 

10.0 

13.2 

10 

FMC  GOLD 

616 

786 

3 

152 

-11 

48.9 

-20 

164 

35 

34.4 

34.4 

1  11 

FREEPORT-McMORAN  GOLD 

669 

699 

27 

88 

-17 

12.8 

-55 

179 

6 

8.9 

8.2 

12 

PRECISION  CASTPARTS 

790 

515 

0 

442 

1 

27.0 

-16 

355 

2 

11.3 

12.3 

13 

INSPIRATION  RESOURCES 

888 

422 

-27 

1420 

-1 

25.2 

-40 

910 

13 

6.2 

5-7 

U 

HECLA  MINING 

906 

39S 

3 

99 

-3 

-22.4 

N,^^ 

222 

5 

NM 

-16.7 

15 

CLEVELAND-CLIFFS 

913 

391 

24 

351 

18 

62.5 

47 

409 

6 

NA 

29.2  i 

16 

BRUSH  WELLMAN 

958 

358 

-2? 

3^8 

-S 

S.3 

8.3 

i" 

XOXBAXK  FIXAXCIAL 

:lfDUST8Y  COMPOSITE 

17747! 

•4 

315255 

'  5 

16583.5 

7 

■4,1 

13.4 

|i        ;"A  FINANCIAL  SERVICES 

C-50aP  COMPOSITE 

79628 

15 

153243 

29 

67  36.6 

7 

513163 

1  1 

15.8 

15.4 

;  Ak:J:ri-(  t)5RESS 

41 

11860 

-6 

25047 

20 

1157.0 

17 

140211 

0 

NA 

2'. 3 

:  FEDECiL  NAT:ONAL  MORTGAGE  ASSN. 

57 

S5"" 

? 

807.3 

59 

1243-i 

10.1 

COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL. 

CHANGE 
FROM 
1989 

% 

12 

MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
J  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

5 

deKKjUIkC  nA inAWAT 

61 

8 1 65 

A  c: 

43 

o  aqa 
z4o4 

1 

A  A7 
44/  .0 

1  z 

OA  An 
y4oU 

OO 

oV 

NA 

O  7 

y./ 

4 

1  AtUIC 

LUtW) 

62 

7947 

oo 

1  1  /CIT 
1  1  4J  / 

A 
0 

or\7  1 

VKJ/ .  1 

z 

OO  A  ^  0 

o 

zo 

16.4 

1  o  ^ 

1  y.o 

r 

5 

MAK^n  &  McLennan 

1 1 9 

5077 

1 9 

7 

00,1  O 
ZVA.V 

r\ 
U 

2035 

1  1 

26.2 

34.6 

£ 

0 

>IUUcNI  LUAN  NAKKeIINu  A33N. 

1 37 

4485 

32 

ozo/ 

45 

257.6 

1 4 

35488 

24 

1 1 .7 

30.0 

1 

rcUCKAL  nunt  LUAN  nUKiUAUt 

1 42 

4326 

V 

J/ j/ 

0  1 

A07  r\ 

40/  .U 

1  0 

0  ^AAO 
ooAOZ 

o 
O 

o.U 

O  1  o 

z  \  .y 

g 

a 

DDIMEDir  A 

1 98 

3191 

242 

DoyD 

A  Ay 

40/ 

OPO  Ci 

/  y 

1  a  onn 
1  oZW 

O 

ZD 

TOO 
1  J.O 

1  O  Q 

1  J.O 

9 

IKANdAMEKtlA 

2 1 1 

2988 

1 6 

6834 

9 

332.2 

1 1 

29840 

1  1 

8.4 

1 1 .7 

1  A 
1  U 

til  Aunu 
)ALUnUN 

236 

2684 

1  Q 

—  1  O 

OOOJ  1 

AA 
00 

OAA  r\ 
004.U 

AO 

4y 

1 1 AOAA 

1 1 oyoo 

A  Q 

4o 

19.5 

^^\  0 
\  U.J 

1  1 

MOKuAN  MANLeT  uKUUP 

267 

2332 

-6 

583 1 

42 

443.0 

1 2 

53276 

33 

99.4 

26.4 

1 L 

nEKKILL  LTNin 

272 

23 1 1 

1  o 

—  1  y 

1100'; 
1  1  JoD 

1  A 
1  0 

0^7  A 
—  Z  1  /  .4 

N  M 

aooa  o 

0  jy4/ 

—  1 

NA 

—6.7 

M 

nftK  DLUIR 

334 

1 880 

oo 

zv 

O  AC\ 

y4u 

1  O 
I  Z 

1  C\7  0 
1  K)/ .Z 

1  Q 
1  o 

*;a  a 
004 

1 6 

OO  7 
ZO.l 

24.0 

1 4 

UKElrUj 

389 

1 538 

0'70 

Zt  z 

Z 

1  A7  O 

1 4/  .y 

AO 

Oo 

oU  1 

1 9 

24.0 

23.2 

r  KAN  KLIN  KEjUUKLEj 

44 1 

1 289 

72 

OAI 
ZOO 

1  O 

1  y 

QO  A 
OZ.A 

on 
ZV 

aoq 
4zo 

9 

17  A 

Of  .A 

35. 1 

1  0 

READ  CTFADUC 
DEAK  3 1 EAKHj 

454 

"i 
— o 

0  A^o 
ZA  \  z 

1  0 

\  OO  fl 

1  07.0 

—  1  1 

oO/  OO 

—6 

^O  7 

oy./ 

14.6 

1 7 

DCUECin  A 1 

DENtrlllAL 

501 

1095 

8 

1 578 

1 1 

1 20.9 

1 5 

7935 

10 

10.2 

1 4.2 

1o 

AlEVAUnED    0  AlFYAUnED 
ALtAANUtK  &  ALEAANUcK 

502 

1 085 

1 1 

1 249 

z 

oy.u 

—  1 7 

2498 

4 

1 3.2 

1 6.2 

10 
IT 

jnEAKJUn  LEnPIAn  nUI  lUfl  nULUinU 

1  U  J  I 

AO 
—AZ 

1  ZoVO 

1  o 

1  uy.o 

1  0 

1 J 

7  >4O0O 

/  Av  zv 

—  1 U 

0  1 .0 

<^  7 

0./ 

Iti 
IV 

FHUIF  AY 
EUUIiAA 

594 

QOO 

ZO 

Q  Ad 
o4U 

1  0 
1  J 

JO.  / 

0 

00  1 

0  1 

J  1 

1 2.5 

1 4.4 

/ 1 

IIUITFn  lltVFCTnDC  MAUAf^FMFMT 

uniicu  invDiUKj  piAnAUEriEni 

OOO 

/  1  4 

OQ 
Zo 

000 
Zoo 

1  / 

'iO  o 

0  j.y 

OO 
Zr 

Q  ^A 

ooo 

O  A 
sJ4 

NA 

1 6.4 

I  £ 

OniirV  MAMAf^FMFIJT  ^VCTFMC 
rULIlT   nAIIAUEPIEni  jljICrlj 

AO  A 

oyo 

O  JO 

QO 
OZ 

OAA 

Zoo 

OO 

zz 

OA  Q 

zo.o 

O  1 
J  1 

AOQ 
4zo 

A  Q 
4o 

NA 

o  o 
y.o 

13 

rnoDnnu  9  ri atk 

LuKKUUn  oi  DLAIA 

741 

7 

A  1^7 

40/ 

Q 

o 

OA  n 
oo.V 

AO 
—Or 

1  n  1  o 
1 U  1  z 

6 

1 5. 1 

1 5.6 

i  4 

Al  1  FTiUAMV 
ALLEUnAn  1 

/  0  J 

0/ z 

7 

1  no  A 

o 
y 

00. U 

OA 

Zv 

1 684 

5 

N  A 

9. 1 

25 

rn  i  uic  Ann 
CRAWFORD 

763 

549 

91 

374 

27 

27.7 

47 

201 

17 

23.0 

23.2 

lA 

A.  u.  EUnAKUj 

793 

51 2 

1 9 

591 

24 

57.7 

98 

1 007 

—2 

1 7.4 

1 7. 1 

11 

InAKLE)  jlflnAD 

872 

4o4 

oo 

41 

1 8.9 

1 56 

3480 

07 
J/ 

45.9 

1  1  .J 

<o 

DAIilFU/ERRFD  fVDAtID 
rAINCVfEDDEK  UKUUr 

882 

427 

—17 

2926 

1 6 

52.0 

23 

1 8408 

7 

57.0 

4.3 

29 

TEIECREDIT 

886 

425 

24 

162 

6 

27.9 

2591 

119 

21 

NA 

33.2 

30 

T.  ROWE  PRICE  ASSOCIATES 

892 

417 

45 

160 

12 

29.7 

1 1 

131 

28 

30.3 

30.5 

31 

WESCO  FINANCIAL 

898 

406 

23 

182 

-2 

29.1 

2 

738 

4 

10.1 

10.8 

17B  INSURANCE 

GROUP  COMPOSITE 

90477 

13 

147143 

8 

9080.9 

11 

536378 

10 

10.9 

12.7 

AMERICAN  INTERNATIONAL  GROUP 

35 

15584 

22 

13593 

10 

1367.5 

13 

44175 

27 

11.1 

17.0 

2 

GENERAL  RE 

68 

7612 

28 

2771 

2 

598.5 

17 

10390 

9 

17.8 

19.4 

3 

AETNA  LIFE  8  CASUALTY 

104 

5669 

2 

19671 

10 

639.4 

-9 

87099 

7 

NA 

9.2 

4 

CNA  FINANCIAL 

132 

4661 

28 

9084 

9 

613.5 

12 

28682 

14 

NA 

15.2 

5 

CHUBB 

145 

4259 

60 

4069 

7 

420.8 

17 

11179 

15 

13.1 

16.2 

6 

CIGNA 

156 

4027 

-2 

15654 

6 

458.0 

17 

57779 

4 

NA 

8.3 

7 

TRAVELERS 

183 

3533 

-10 

12523 

2 

424.3 

674 

56563 

7 

7.2 

8.8 

8 

AMERICAN  GENERAL 

187 

3472 

-16 

4227 

11 

413.0 

0 

32062 

5 

7.7 

10.0 

9 

ST.  PAUL 

209 

3032 

41 

3789 

4 

398.2 

13 

1 1030 

6 

15.2 

16.9 

10 

TORCHMARK 

238 

2663 

53 

1634 

6 

211.3 

16 

4921 

1  1 

18.0 

23.9 

11 

USF&G 

249 

2510 

-3 

4679 

4 

116.7 

-50 

13604 

10 

5.3 

5.6 

12 

AON 

261 

2391 

32 

2325 

6 

232.4 

29 

9156 

11 

13.9 

16.3 

13 

SAFECO 

268 

2324 

34 

2990 

9 

300.2 

12 

9279 

15 

NA 

16.6 

14 

LINCOLN  NATIONAL 

273 

2310 

14 

8081 

17 

268.9 

78 

25070 

18 

NA 

1  1.8 

IS 

CAPITAL  HOLDING 

284 

2192 

46 

2500 

22 

275.7 

45 

14970 

15 

16.8 

19.4 

16 

GEICO 

285 

2182 

13 

1939 

6 

213.1 

13 

3434 

9 

NA 

23.7 

17 

KEMPER 

333 

1881 

8 

2774 

14 

229.6 

9 

12696 

5 

NA 

13.6 

18 

CONTINENTAL  CORP. 

365 

1657 

-5 

6079 

3 

153.1 

25 

14007 

6 

NA 

6.6 

19 

UNUM 

374 

1624 

28 

1934 

15 

155.4 

18 

8556 

5 

NA 

11.3 

20 

JEFFERSON-PILOT 

397 

1476 

16 

1140 

3 

137.7 

36 

4530 

9 

9.3 

9.3 

21 

CINCINNATI  FINANCIAL 

455 

1223 

24 

974 

8 

114.5 

-11 

2552 

20 

11.8 

11.2 

22 

AMERICAN  FAMILY 

456 

1219 

-5 

2426 

4 

80.8 

-26 

6515 

7 

11.1 

11.5 

23 

.  HARTFORD  STEAM  BOILER  INSPECTION 

478 

1156 

36 

501 

9 

77.6 

10 

781 

6 

21.9 

24.2 

24 

:  FUND  AMERICAN 

479 

1  151 

-26 

3490 

-6 

73.0 

-70 

11720 

5 

NM 

3.5 

25 

':  MBIA 

:  482 

1142 

27 

172 

14 

102.3 

11 

1786 

39 

13.2 

13.2 

26 

:  PROVIDENT  LIFE  &  ACCIDENT 

:  505 

1080 

4 

2639 

-2 

148.0 

65 

11852 

10 

NA 

12.7 
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U.S.  Companies  Ranked  by  Industry 


CONPAN' 

HARIET 

VALUE 

SALES 

'i 

iSSE'; 

RETURX 

C-AM5 

-: 

-  L 

;-am3c 

S  'I'iL 

S  '>M 

S  WiL 

'  -  ■.■ 

27 

OHIO  CiiUlLiT 

518 

1039 

22 

1577 

-  ■- 

-21 

3146 

is 

lucnirik  yiTinyi)  luciiDiurc 
intKlllR  Xtllunll.  IR}Ul(>nl.[ 

?75 

~^ 

1013 

9 

1  0  "  .  4 

S  A 

S  A 

29 

ftbrtenttciwc 

FEOoKcSSlTc 

57  "i 

895 

13 

1393 

3 

78.0 

-28 

2647 

:4 

30 

USIIFE 

686 

674 

0 

1200 

8 

80.3 

17 

43 '^5 

6 

■^i          £  i 

31 

iKDDnlUI  okUUF 

697 

65" 

8 

81.6 

—20 

1937 

3 

17.2  17- 

32 

20113  CENTURr  INDUSTBIES 

732 

13 

91.0 

56 

1060 

^4 

29.6  3:.3 

33 

OLD  BEPUBIIC  INTEBKiTIONiL 

S42 

463 

6 

1  ol 

8 

51-8 

-43 

3128 

s 

.N!M 

14.6 

34 

BELIINCE  GROUP  HOLDI»i&S 

S57 

7  ■» 

4012 

29 

21.7 

-8 

10400 

35 

W.  8.  BE8ILET 

g58 

551 

3 

55.8 

-6 

1356 

'5.2  1"".: 

36 

LIBERTY 

899 

368 

9 

33-9 

■  C  -  A 

9.6 

37 

MWKl 

904 

1393 

NA 

10.9 

3S 

fOREMOST  CORP.  OF  iMERICi 

_s 

436 

-5 

-3.6 

IsiM 

788 

_3 

NA 

-1.7 

39 

HONE  BENEFICIAL 

362 

7 

187 

3 

44.3 

6  • 

1100 

3 

n.2 

11.2 

10 

BHi 

978 

347 

9 

468 

25.2 

IS 

1176 

3 

s.- 

7.2 

41 

ZEMITH  HAIIOMAL  INSURANCE 

993 

337 

-"2 

484 

^3.6 

13-4 

rC  .vWINGv  \  LOAN 

5R0UP  COMPOSITE 

7373 

13 

1  7869 

21 

766.0 

-23 

170565 

5 

7  3 

s.s 

&REAT  WESTERN  FINANCIAL 

300 

2103 

4 

3824 

21 

.  IOC." 

-60 

37176 

13 

4.4 

4.3 

H.  F.  AHHANSON 

336 

1S65 

4372 

24 

.  193.9 

-4 

44652  11 

8.3 

9J 

60LDEN  WEST  FINANCIAL 

338 

1835 

64 

1941 

38 

157.9 

14 

19521 

7 

7.4 

15.7 

HOHEFEO 

710 

634 

-9 

1896 

20 

115.7 

4 

17767 

2 

SM 

11.3 

CALFED 

824 

476 

-17 

3099 

17 

82.4 

-39 

26191 

-7 

6-0 

5.8 

6LENFED 

457 

-25 

2737 

■  '6.0 

25255 

8.0 

9.6 

18  OFFICE  EQUIP.MEXT  SERVICF^ 


INDUSIR'  COHPOSiTE 

16]954 

5 

152435 

9 

s9'3.1 

-31 

203053 

12 

8.7 

to  3 

18-\  BU^I\■E^^  -M.\CHI\E^  \ 

^ERVICE^ 

6R0UP  COMPOSITE 

1  2  262 

1 1 

10948 

i 

49  5  2 

-10 

11375 

9 

10.2 

14  3 

I 

PITNEY  BOWES 

5.9 

2 

DELUXE 

2567 

■  '316 

10 

152.6 

6 

25.0 

25.1  , 

ESSELTE  BUSINESS  SYSTEMS 

545 

959 

33 

i  1435 

2 

53.6 

-9 

V,42 

6 

10.9 

11-2  f 

i 

JOHN  H.  HARLAND 

549 

948 

18 

:  345 

3 

58.1 

9 

32" 

20.9 

21.8 

5 

HON  INDUSTRIES 

720 

616 

77 

602 

13 

27.5 

7 

234 

3 

21.4 

6 

DIEBOLD 

737 

594 

2 

469 

4 

36.2 

16 

-  -  --5 

7 

WALLACE  COMPUTER  SERVICES 

769 

541 

7 

444 

9 

38.7 

14 

353 

15 

14.1 

15.3  1 

8 

HERMAN  MILLER 

814 

4£5 

_9 

:  306 

5 

39.7 

-10 

509 

12.5 

14.0  1 

9 

STANDARD  RE6ISTER 

837 

466 

-13 

709 

5 

4a4 

6 

459 

5 

12.0 

12L7  1 

10 

GENERAL  BINDING 

924 

354 

2S 

254 

13 

20.1 

35 

173 

T 

19.2 

19.8  1 

11 

DENNISON  NF6. 

935 

375 

_g 

:  771 

7 

29.4 

-23 

554 

7 

la? 

11.4  1 

12 

cue  INTERNATIONAL 

962 

355 

1 S 

41 

-25.1 

sw 

NM  ' 

13 

NASHUA 

99- 

339 

-9 

:  549 

-44 

17.6 

9.8 

7.4 

18B  CO.MPUTERS  PERIPHER.\LS 

GROUB  COMPOSITE 

122778 

-3 

133311 

8 

6676.1 

-39 

169046 

9 

7.8 

8.9 

1 

INIEfiMATIONAL  BBSINEES  MACHINES 

62427 

-6 

:  62710 

5 

3758.0 

-32 

77734 

6 

8.7 

9.8 

2 

HEWLETT-PACIARD 

44 

1C7S5 

:  12345 

20 

809-0 

-3 

10202 

31 

152 

14.9 

3 

DieiTAl  EQUIPMENT 

47 

9444 

-29 

i  12937 

5 

875.8 

-28 

11255 

10 

10.7 

10-5 

1 

s 

lEROI 

118 

5168 

-16 

:  17635 

7 

704.0 

81 

3C08S 

14 

8.8 

14.0 

1 

5 

APPLE  CONPUTEK 

:  120 

5039 

17 

:  5372 

21 

43&4 

5 

2813 

24 

28.8 

28.8 

y  6 

NCR 

129 

4S62 

10 

5956 

-1 

411.6 

-6 

4500 

20.3 

5  V>iVLv  'iiiA  i  .'  >. 

23S 

COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 
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TOP 
1000 
RANK 

$  Mil, 

CHANGE 
FROM 
)989 

% 

12 

MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

12 

MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

7 

COMPAQ  COMPUTER 

164 

3883 

45 

2876 

39 

333.3 

31 

2090 

31 

24.8 

28.4 

8 

TANDEM  COMPUTERS 

212 

2986 

64 

1677 

18 

117.8 

15 

1668 

24 

10.2 

1 1.3 

9 

TANDY 

223 

2820 

-28 

4284 

7 

303.9 

-5 

3194 

25 

16.7 

18.3 

to 

UNISYS 

250 

2495 

-42 

10097 

2 

-639.3 

NM 

10751 

-3 

NM 

-30.4 

11 

SUN  MICROSYSTEMS 

294 

2133 

69 

2063 

41 

36.1 

-60 

1461 

50 

7.3 

5.1 

12 

AMDAHL 

379 

1579 

-13 

2101 

17 

160.0 

-24 

2234 

16 

NA 

13.6 

13 

CRAY  RESEARCH 

445 

1274 

-27 

785 

4 

89.0 

-43 

956 

-4 

11.5 

12.4 

14 

SEAGATE  TECHNOLOGY 

480 

1 149 

116 

1797 

33 

104.7 

NM 

1866 

92 

11.2 

17.2 

15 

WANG  LABORATORIES 

563 

926 

-36 

2697 

-10 

-408.6 

NM 

2406 

-17 

NM 

-38.4 

16 

CONTROL  DATA 

601 

818 

-5 

2935 

-19 

-680.4 

NM 

1861 

-27 

NM 

NM 

17 

CONNER  PERIPHERALS 

637 

757 

221 

705 

175 

41.4 

1 10 

468 

137 

14.6 

20.6 

18 

SILICON  GRAPHICS 

780 

525 

112 

343 

73 

20.3 

94 

288 

30 

NA 

16.6 

19 

STORAGE  TECHNOLOGY 

796 

507 

5 

983 

1 1 

36.4 

4 

977 

14 

11.9 

10.8 

20 

TERADATA 

829 

471 

142 

175 

52 

12.6 

35 

173 

38 

11.0 

11.9 

21 

SEQUENT  COMPUTER  SYSTEMS 

860 

444 

131 

146 

91 

13.8 

148 

147 

94 

13.6 

13.2 

22 

STRATUS  COMPUTER 

873 

433 

-20 

341 

29 

35.4 

21 

274 

37 

16.6 

19.2 

23 

3COM 

874 

432 

-37 

414 

34 

25.4 

-13 

260 

18 

NA 

11.8 

24 

ATARI 

946 

368 

8 

424 

-6 

4.0 

-90 

306 

-17 

NM 

5.0 

25 

NETWORK  SYSTEMS 

964 

354 

24 

145 

10 

17.3 

53 

264 

10 

8.0 

8.2 

26 

WESTERN  DIGITAL 

966 

354 

6 

977 

0 

14.7 

-70 

590 

-2 

5.8 

4.8 

27 

QUANTUM 

983 

345 

167 

394 

129 

41.3 

NM 

220 

61 

30.1 

30.1 

18C  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

32943 

48 

18177 

20 

1801.7 

17 

22633 

45 

15.7 

20.5 

MICROSOFT 

85 

6347 

152 

953 

33 

210.5 

39 

922 

52 

29.1 

28.8 

AUTOMATIC  DATA  PROCESSING 

160 

3934 

47 

1689 

5 

196.2 

10 

1668 

3 

17.4 

18.0 

ORACLE  SYSTEMS 

188 

3445 

131 

769 

95 

97.7 

73 

584 

82 

37.0 

34.3 

COMPUTER  ASSOCIATES  INTERNATIONAL 

226 

2768 

-8 

1244 

15 

145.8 

20 

1376 

19 

15.5 

15.9 

ELECTRONIC  DATA  SYSTEMS 

NR 

2639 

19 

5374 

13 

435.3 

13 

3918 

15 

22.4 

26.3 

LOTUS  DEVELOPMENT 

394 

1487 

55 

556 

19 

68.0 

15 

604 

43 

NA 

27.9 

NOVELL 

403 

1438 

65 

429 

15 

52.6 

31 

376 

64 

18.0 

22.3 

AUTODESK 

475 

1 170 

68 

179 

52 

46.4 

42 

178 

12 

NA 

31.6 

INTERGRAPH 

486 

1126 

34 

860 

7 

79.5 

-10 

806 

-3 

12.2 

12.2 

COMDISCO 

493 

1 1 1 1 

17 

1762 

30 

1 10.0 

21 

4300 

12 

7.9 

19.8 

ADOBE  SYSTEMS 

572 

892 

104 

121 

45 

33.7 

60 

94 

44 

56.8 

57.3 

COMPUTER  SCIENCES 

645 

743 

-3 

1443 

15 

58.4 

18 

869 

22 

14.1 

13.5 

FIRST  FINANCIAL  MANAGEMENT 

673 

696 

69 

667 

56 

56.8 

65 

4948 

645 

NA 

12.9 

MENTOR  GRAPHICS 

689 

671 

21 

380 

26 

44.8 

34 

362 

28 

16.2 

16.4 

LEGENT 

699 

653 

43 

132 

32 

23.7 

16 

167 

25 

NA 

19.8 

CADENCE  DESIGN  SYSTEMS 

721 

614 

96 

143 

82 

27.8 

74 

126 

92 

29.8 

32.6 

TOTAL  SYSTEM  SERVICES 

778 

528 

80 

66 

17 

11.3 

18 

57 

19 

22.2 

22.2 

NETWORK  EQUIPMENT  TECHNOLOGY 

838 

465 

62 

180 

43 

20.3 

34 

222 

94 

12.7 

19.7 

SYSTEMATICS 

871 

434 

18 

221 

14 

19.5 

15 

124 

13 

23.9 

24.9 

20 

BMC  SOFTWARE 

925 

384 

59 

82 

51 

17.9 

86 

73 

56 

57.3 

36.1 

21 

NATIONAL  DATA 

968 

352 

6 

269 

39 

23.8 

35 

253 

24 

20.6 

19.3 

22 

ASHTON-TATE 

970 

350 

-28 

265 

-14 

-28.6 

NM 

245 

-16 

NM 

-15.0 

23 

AMERICAN  SOFTWARE 

971 

348 

79 

86 

34 

17.2 

31 

96 

20 

23.9 

23.9 

24 

GERBER  SCIENTIFIC 

982 

345 

-17 

306 

6 

33.2 

5 

266 

12 

16.7 

17.1 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

47178 

6 

79284 

8 

5504.2 

0 

84730 

10 

12.3 

15.9 

19A  FOREST  PRODUCTS 

GROUP  COMPOSITE 

14184 

4 

28516 

8 

1653.3 

2 

30867 

5 

14.3 

15.9 

WEYERHAEUSER 

111 

5477 

2 

10106 

8 

341.1 

-40 

15976 

4 

NA 

7.6 

GEORGIA-PACIFIC 

158 

4014 

1 

10171 

7 

661.0 

42 

7112 

-1 

16.0 

25.2 

LOUISIANA-PACIFIC 

357 

1715 

47 

2010 

12 

192.6 

42 

2032 

13 

13.1 

16.8 

:  BOISE  CASCADE 

376 

1598 

-16 

.  4338 

6 

267.6 

-7 

4143 

15 

10.9 

20.5 

:  WILLAMETTE  INDUSTRIES 

:  418 

1379 

19 

.  1892 

10 

191.1 

19 

1604 

12 

16.8 

21.2 

239 
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MARKET  VALUE 


CHANGt 

TOP  FROM 
1000  1989 
RANK         $  Mil  % 


12 

MONTHS 
1989 
%  MIL 


CHANGE 
FROM 


12  CHANGE 
MONTHS  FROM 
1989 
%  MIL, 


12 
MONTHS 
1989 
%  MIL 


CHANGE 
FROM 
1988 

% 


INVESTED  COMMON 
CAPITAL  EQUITY 


19B  PAPER 


GROUP  COMPOSITE 


32994 


S0768 


3850.9 


53863 


14 


11.6 


INTERNATIONAL  PAPER 
KIMBERLY-CLARK 
GREAT  NORTHERN  NEKOOSA 
SCOTT  PAPER 

CHAMPION  INTERNATIONAL 

UNION  CAMP 

MEAD 

JAMES  RIVER  CORP.  OF  VIRGINIA 
WESTVACO 

CONSOLIDATED  PAPERS 
P.  H.  GLATFELTER 
BOWATER 
CHESAPEAKE 


105 
1  16 
180 
193 
233 
256 
315 
325 
339 
344 
532 
540 
895 


5663 
5234 
3603 
3337 
2696 
2462 
2041 
1968 
1828 
1799 
989 
965 
409 


10 
8 
65 
1 1 
-9 
4 
-1  1 
-16 
0 
15 
3 
-2 
-10 


1 1369 
5734 
3863 
5066 
5163 
2761 
4612 
6071 
2315 
953 
599 
1450 
813 


19 
6 
8 
7 
1 

4 
3 
8 
6 
6 
5 
3 

14 


864.0 
423.8 
321.1 
375.5 
432.4 
299.4 
215.8 
245.0 
220.9 
167.9 

92.9 
144.6 

47.6 


15 
12 
-6 
-6 
-5 
1 

-41 
2 
4 
12 
13 
-12 


10827 
4923 
41 15 
5746 
7531 
3417 
3750 
5882 
2961 
1086 

550 
2284 

790 


23 
15 
8 
1 1 
12 
10 
6 
9 
18 
16 
-17 
21 
19 


NA 
16.8 
12.7 
13.0 

9.1 

NA 
10.3 

8.0 
11.0 
21.0 
25.4 
11.3 
10.3 


20  PUBLISHING  &  BROADCASTING 


INDUSTRY  COMPOSITE 


91604 


55855 


13 


3884.9 


99344 


43 


10.6 


20A  BROADCASTING 


GROUP  COMPOSITE 


36929 


7 


16824 


13 


1185.4 


152 


39427 


24 


7.1 


CAPITAL  CITIES/ABC 
TELE-COMMUNICATIONS 
LIN  BROADCASTING 
CBS 

AMERICAN  TV  S  COMMUNICATIONS 
VIACOM 

TURNER  BROADCASTING 

COMCAST 

MULTIMEDIA 

CHRIS-CRAFT  INDUSTRIES 
SCRIPPS  HOWARD  BROADCASTING 
CENTURY  COMMUNICATIONS 
CABLEVISION  SYSTEMS 
UNITED  TELEVISION 


50 
125 
141 
148 
176 
222 
271 
371 
570 
607 
717 
746 
751 
965 


9026 
5028 
4394 
4212 
3652 
2828 
2312 
1641 
910 
799 
620 
580 
573 
354 


32 
9 
1 

5 

-15 
34 

104 
27 

-10 
1 1 
4 

-28 
-34 
-3 


4957 

2821 
251 

2962 
973 

1436 

1059 
527 
463 
268 
300 
208 
493 
107 


4 

32 
1 1 
7 
20 
14 
32 
28 
5 
7 
9 
19 
0 
6 


485.7 
-167.4 
57.4 
297.1 
95.1 
131.1 
27.6 
-126.9 
38.7 
473.3 
21.0 
-56.3 
-153.6 
62.6 


25 
NM 
-30 
5 

53 
NM 
NM 
NM 

44 
4281 

27 
NM 
NM 
NM 


6360 
1 1336 

680 
4593 
2038 
3753 
2003 
2506 

406 
2017 

581 
1098 
1807 

250 


4 

49 
19 

0 
35 
-6 
10 
56 

0 
132 
-5 
32 
51 
29 


12.1 
NM 
12.4 
1 1.2 
1 1.0 
14.2 
10.3 
NA 
40.2 
NA 
8.6 
NM 
NM 
59.4 


20B  PUBLISHING 


GROUP  COMPOSITE 


54674 


-6 


39031 


13 


2699.5 


18 


59917 


60 


16.0 


DUN  &  BRADSTREET 
GANNETT 
TIME  WARNER 
TIMES  MIRROR 
TRIBUNE 

WASHINGTON  POST 
KNIGHT-RIDDER 

READER'S  DIGEST  ASSOCIATION 

DOW  JONES 

McCRAW-HILL 

NEW  YORK  TIMES 

E.  W.  SCRIPPS 

COMMERCE  CLEARING  HOUSE 


55 
82 
109 
127 
174 
194 
216 
221 
224 
245 
332 
375 
577 


8680 
6640 
5510 
4875 
3670 
3278 
2908 
2843 
281 1 
2586 
1901 
1624 
871 


-5 
1 1 
-17 

7 
21 
19 
24 

0 
-9 
-19 
-9 

6 


4322 
3518 
7642 
3518 
2455 
1444 
2268 
1902 
1688 
1789 
1769 
1266 
677 


1 

6 
70 
6 
5 
6 
9 
NA 
5 
7 
4 
4 
1  1 


586.4 
397.5 
-256.0 
298.0 
242.4 
197.9 
179.8 
170.7 
317.0 
39.8 
68.2 
89.3 
34.3 


18 
9 
NM 

-10 

15 
-26 

23 
NA 

39 
-79 
-58 

27 
-31 


5184 
3783 
24791 
3947 
3051 
1532 
2115 
1439 
2688 
2208 
2182 
1565 
591 


3 
0 

396 
14 
4 


NA 
27 
28 
20 
0 
0 


26.8 
15.5 

NA 
12.6 

NA 
18.7 
15.4 

NA 
20.6 

5.6 

NA 
10.8 
14.7 
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1000 
RANK 

$  MIL, 
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% 

12 
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% 

12 
MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

14 

AFFILIATED  PUBLICATIONS 

644 

743 

-74 

542 

1 

43.6 

-16 

439 

-5 

15.6 

22.3 

ts 

MEDIA  GENERAL 

656 

723 

-27 

606 

-20 

20.7 

135 

783 

-8 

7.2 

8.0 

16 

McCLATCHY  NEWSPAPERS 

674 

696 

43 

381 

7 

33.9 

18 

440 

28 

12.1 

12.0 

17 

A.  H.  BELO 

675 

696 

39 

417 

8 

23.4 

132 

698 

-4 

NA 

9.8 

18 

LEE  ENTERPRISES 

688 

672 

7 

272 

6 

43.2 

4 

342 

7 

18.3 

24.5 

19 

CENTRAL  NEWSPAPERS 

714 

623 

0 

436 

4 

38.6 

32 

356 

1 1 

NA 

15.5 

20 

MEREDITH 

740 

586 

-1 

813 

9 

30.9 

-3 

697 

1 

8.9 

8.2 

21 

TOPPS 

804 

494 

23 

232 

26 

34.3 

45 

109 

3 

107.3 

NM 

22 

HOUGHTON  MIFFLIN 

853 

452 

-31 

404 

10 

23.0 

-5 

332 

13 

12.3 

11.3 

23 

PARK  COMMUNICATIONS 

878 

430 

13 

163 

2 

18.7 

-2 

289 

8 

9.0 

10.4 

24 

WESTERN  PUBLISHING  GROUP 

948 

366 

2 

505 

-7 

23.7 

-18 

356 

0 

NA 

12.8 

;  SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

S8233 

39 

43548 

17 

2708.0 

20 

35496 

18 

14.8 

17.5 

21A  CONSTRUCTION  &  ENGINEERING 

CROUP  COMPOSITE 

8891 

53 

14737 

19 

381.9 

54 

8456 

8 

13.2 

12.5 

FLUOR 

195 

3262 

77 

6733 

22 

1 15.1 

67 

2154 

4 

16.0 

16.0 

WHEELABRATOR  TECHNOLOGIES 

413 

1395 

20 

1493 

23 

58.5 

64 

2202 

NA 

NA 

10.7 

EG&G 

484 

1 135 

22 

1650 

17 

69.9 

2 

643 

19 

23.1 

22.0 

FOSTER  WHEELER 

588 

844 

39 

1243 

18 

33.6 

18 

1 148 

12 

NA 

7.4 

THERMO  ELECTRON 

728 

600 

66 

579 

16 

24.6 

22 

624 

27 

8.1 

12.4 

MORRISON  KNUDSEN 

729 

600 

31 

2170 

14 

32.2 

NM 

726 

-3 

12.0 

13.4 

STONE  &  WEBSTER 

755 

568 

0 

287 

-1 1 

20.8 

-50 

574 

3 

6.2 

5.5 

8 

ZURN  INDUSTRIES 

811 

488 

40 

581 

31 

27.3 

25 

384 

14 

13.2 

13.2 

21B  INDUSTRIAL  DISTRIBUTION 

CROUP  COMPOSITE 

10525 

27 

9154 

7 

574.2 

11 

5356 

13 

15.1 

16.7 

GENUINE  PARTS 

206 

3069 

9 

3161 

7 

199.5 

10 

1292 

13 

20.5 

21.2 

W.  W.  GRAINGER 

320 

2006 

35 

1727 

13 

1 19.6 

10 

1065 

15 

16.4 

16.3 

PREMIER  INDUSTRIAL 

401 

1456 

36 

616 

9 

72.5 

6 

291 

10 

30.6 

31.4 

AVNET 

466 

1 191 

51 

1801 

-7 

63,4 

25 

1 129 

3 

7.6 

8.3 

SAFETY-KLEEN 

509 

1066 

15 

478 

15 

46.0 

9 

538 

35 

14.1 

18.6 

AAR 

823 

478 

6 

429 

12 

26.7 

16 

374 

14 

12.9 

14.7 

STEWART  &  STEVENSON  SERVICES 

848 

456 

106 

605 

28 

27.3 

31 

273 

19 

19.1 

17.6 

8 

LAWSON  PRODUCTS 

849 

456 

23 

177 

7 

21.9 

8 

119 

13 

25.3 

25.3 

9 

ENERGY  SERVICE 

972 

348 

79 

159 

25 

-2.6 

NM 

274 

9 

NM 

-8.6 

21C  POLLUTION  CONTROL 

CROUP  COMPOSITE 

28131 

46 

8813 

25 

1043.8 

15 

11818 

32 

14.6 

20.3 

WASTE  MANAGEMENT 

31 

15778 

61 

4459 

25 

562.1 

21 

6405 

31 

15.5 

22.0 

BROWNING-FERRIS  INDUSTRIES 

124 

5033 

18 

2683 

24 

269.4 

14 

31  17 

33 

13.2 

20.9 

CHEMICAL  WASTE  MANAGEMENT 

143 

4269 

54 

892 

27 

144.2 

23 

1105 

26 

22.5 

22.1 

CHAMBERS  DEVELOPMENT 

546 

956 

80 

182 

33 

27.1 

39 

517 

72 

7.1 

12.8 

CALGON  CARBON 

554 

942 

84 

253 

12 

35.2 

19 

234 

19 

23.7 

24.9 

ROLLINS  ENVIRONMENTAL  SERVICES 

623 

773 

16 

172 

17 

-1 1.8 

NM 

220 

7 

NM 

-8.4 

:  METCAIF  S  EDDY 

930 

381 

46 

173 

34 

17.5 

43 

219 

14 

11.1 

11.5 

21D  PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

5264 

23 

5386 

9 

339.3 

11 

5387 

15 

15.3 

16.9 

1 

:  R.  R.  DONNELLEY  &  SONS 

185 

3496 

20 

3122 

8 

221.9 

8 

2507 

7 

14.7 

15.3 

2 

:  INTERPUBLIC  GROUP 

477 

1 161 

31 

1257 

8 

70.6 

17 

1470 

12 

21.6 

21.0 

3 

i  OMNICOM  GROUP 

:  725 

607 

24 

1007 

14 

46.8 

19 

1410 

39 

12.5 

21.1 

21E  OTHER  SERVICES 

GROUP  COMPOSITE 

5422 

31 

5458 

32 

368.9 

34 

4480 

12 

17.3 

20.4 

1 

:  SOTHEBY'S  HOLDINGS 

:  439 

1294 

114 

:  445 

40 

1 12.7 

80 

539 

53 

NA 

61,8 

2 

:  KELLY  SERVICES 

514 

1052 

27 

:  1377 

9 

70.8 

17 

394 

21 

26.1 

26.1 
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COMP- 

MARKET 

VALUE 

SALES 

PROFITS 

A  J  J  L  1  J 

K  L  !  u  K  n 
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1000 
RANK 

$  MIL 

CHANGE 
FROM 
1989 

12 

MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

12 
MONTHS 
1989 
S  MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1989 
S  MIL 

CHANGE 
FROM 
1988 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

SERVICE  CORP.  INTERNAIIONAL 

625 

768 

-12 

521 

NA 

53.6 

NA 

1613 

-14 

NA 

7.1 

JWP 

685 

674 

91 

1742 

88 

38.8 

40 

1 103 

49 

11.1 

16.7 

CINIAS 

718 

620 

33 

263 

17 

24.4 

27 

235 

18 

14.0 

16.7 

HANDLEMiN 

722 

612 

-6 

708 

12 

45.0 

12 

432 

25 

19.0 

21.5 

ROLLINS 

902 

402 

-6 

402 

6 

23.5 

-5 

165 

8 

32.9 

32.9 

22 

TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

244803 

25 

158426 

6 

14101.9 

45 

284733 

5 

10.8 

14.2 

22A  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

85103 

28 

55164 

9 

3624.0 

NM 

657  19 

9 

11.9 

16.9 

AMERICAN  TELEPHONE  S  TELEGRAPH 

4 

45049 

31 

361 12 

3 

2697.0 

NM 

37687 

7 

15.2 

21.2 

MCI  COMMUNICATIONS 

52 

8969 

40 

6471 

26 

603.0 

69 

6338 

8 

19.1 

30.7 

UNITED  TELECOMMUNICATIONS 

63 

7922 

46 

7549 

16 

362.9 

156 

9821 

0 

9.6 

17.9 

McCAW  CELLULAR  COMMUNICATIONS 

88 

6309 

29 

504 

62 

-288.5 

NM 

3041 

47 

NM 

-27.0 

CONTEL  CELLULAR 

291 

2148 

14 

66 

58 

2.6 

28 

206 

13 

-0.6 

2.0 

CITIZENS  UTILITIES 

348 

1770 

-4 

322 

7 

85.5 

15 

1 163 

13 

13.2 

17.6 

US  WEST  NEWVECTOR  GROUP 

350 

1756 

2 

190 

42 

-14.1 

NM 

359 

17 

NM 

-9.1 

METRO  MOBILE  CTS 

404 

1438 

-2 

144 

113 

-50.6 

NM 

385 

54 

NM 

NM 

CELLULAR  COMMUNICATIONS 

422 

1364 

23 

76 

47 

-13.5 

NM 

387 

49 

NM 

-4.7 

TELEPHONE  S  DATA  SYSTEMS 

506 

1072 

17 

240 

22 

11.1 

5 

695 

23 

3.1 

3.4 

PACIFIC  TELECOM 

533 

989 

30 

657 

19 

73.5 

26 

1299 

5 

12.7 

15.3 

CENTURY  TELEPHONE  ENTERPRISES 

596 

823 

15 

213 

16 

22.2 

-5 

688 

37 

NA 

8.8 

U.  S.  CELLULAR 

608 

794 

-5 

40 

123 

-18.3 

NM 

166 

57 

rJM 

-16.3 

COMMUNICATIONS  SATELLITE 

693 

661 

32 

41 1 

15 

62.5 

1 

1261 

8 

6.9 

10.6 

VANGUARD  CELLULAR  SYSTEMS 

716 

620 

1 1 

47 

104 

-6.4 

NM 

202 

46 

NA 

-74.9 

DSC  COMMUNICATIONS 

738 

593 

66 

430 

27 

34.2 

71 

570 

33 

10.5 

14.4 

ASSOCIATED  COMMUNICATIONS 

739 

591 

61 

24 

74 

-8.1 

NM 

52 

4 

NM 

-39.8 

SCIENTIFIC-ATLANTA 

777 

531 

56 

585 

15 

39.6 

24 

366 

11 

16.1 

15.9 

TELECOM-USA 

792 

512 

-19 

713 

30 

36.4 

22 

466 

157 

NA 

18.0 

20 

LINCOLN  TELECOMMUNICATIONS 

803 

495 

61 

170 

3 

25.0 

-2 

305 

5 

NA 

16.4 

21 

OCTEL  COMMUNICATIONS 

957 

358 

15 

108 

60 

14.5 

56 

121 

99 

13.9 

13.9 

22 

GRAPHIC  SCANNING 

989 

340 

17 

93 

5 

-46.3 

NM 

141 

-5 

NM 

NM 

22B  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

159700 

24 

103262 

5 

10477.8 

-5 

219014 

4 

10.5 

13.4 

1 

BELLSOUTH 

12 

26187 

39 

13996 

3 

1695.0 

2 

30050 

6 

11.1 

12.9 

2 

GTE 

18 

20974 

38 

17424 

6 

1417.3 

16 

31987 

3 

10.4 

16.9 

3 

PACIFIC  TELESIS  GROUP 

22 

18378 

28 

9593 

1 

1242.0 

5 

20891 

-2 

12.1 

15.5 

4 

BELL  ATLANTIC 

24 

17945 

22 

1 1449 

5 

1074.5 

-18 

26220 

6 

8.8 

1 1.9 

5 

AMERITECH 

26 

16414 

19 

10211 

3 

1238.2 

0 

19833 

4 

11.9 

16.1 

6 

NYNEX 

28 

15960 

16 

1321 1 

4 

807.6 

-39 

25910 

2 

8.4 

8.4 

7 

SOUTHVYESTERN  BELL 

30 

15846 

19 

8730 

3 

1092.8 

3 

21 161 

1 

11.2 

13.2 

8 

US  WEST 

38 

13534 

22 

9691 

5 

1 1  10.7 

-2 

25426 

13 

10.5 

13.8 

9 

CONTEL 

139 

4424 

14 

31 14 

7 

277.0 

-10 

5846 

0 

12.0 

17.2 

10 

CENTEL 

219 

2859 

8 

1188 

8 

1 1.0 

-90 

3417 

-9 

NM 

1.1 

n 

SOUTHERN  NEW  ENGLAND  TELECOHMS. 

265 

2361 

17 

1671 

6 

189.1 

22 

3179 

4 

11.2 

15.7 

ALLTEL 

312 

2063 

17 

1226 

15 

153.9 

23 

2379 

1 1 

1 1.8 

17.1 

.  '3 

CINCII^NATI  BELL 

382 

1565 

18 

900 

22 

94.4 

12 

1381 

10 

13.4 

17.9 

i  14 

ROCHESTER  TELEPHONE 

586 

852 

31 

562 

14 

51.5 

-4 

1053 

14 

NA 

14.0 

ADVANCED  VELECOHMUNICATIONS 

990 

339 

6 

298 

33 

22.9 

9 

283 

5 

12.4 

16.1 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL 

CHANGt 
FROM 
1989 

% 

1 2 
MONTHS 
1989 
$  MIL. 

CHANGE 
FROM 
1988 

% 

MONTHS 
1989 
$  MIL 

CHANGE 
FROM 
1988 

% 

MONTHS 
1989 
$  MIL 

FROM 
1988 

% 

INVESTED 
CAPITAL 

% 

COMMON 
EQUITY 

% 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

S477  1 

5 

98986 

11 

3646.8 

-16 

124048 

7 

7.7 

9.4 

23A  AIRLINES 

CROUP  COMPOSITE 

13389 

9 

39673 

13 

808.4 

-48 

34463 

10 

6.9 

7.6 

AMR 

152 

4104 

19 

10480 

19 

454.8 

-5 

10700 

10 

9.5 

12.5 

DELTA  AIR  LINES 

175 

3661 

33 

8572 

17 

473.2 

37 

6554 

8 

14.4 

15.9 

UAL 

203 

3109 

21 

9794 

9 

324.2 

-46 

7337 

1 1 

15.8 

20.9 

USAIR  GROUP 

423 

1363 

-21 

6252 

10 

-63.2 

NM 

6069 

13 

NM 

-3.8 

SOUTHWEST  AIRLINES 

664 

711 

-7 

1015 

18 

71.6 

23 

1419 

12 

9.8 

12.0 

PAN  AM 

863 

440 

-25 

3561 

0 

-452,1 

NM 

2385 

10 

NM 

NM 

23B  RAILROADS 

GROUP  COMPOSITE 

25907 

5 

30465 

1 

1900.6 

12 

56714 

-1 

9.2 

10.0 

UNION  PACIFIC 

74 

7124 

-5 

6492 

7 

595.0 

6 

12390 

2 

10.6 

15,6 

NORFOLK  SOUTHERN 

86 

6347 

2 

4536 

2 

606.2 

-5 

10244 

2 

10.2 

11.7 

CSX 

190 

3383 

-1 

7745 

2 

427.0 

NM 

12298 

-6 

NA 

12,9 

SANTA  FE  PACIFIC 

197 

3195 

-3 

2978 

-5 

-195.4 

NM 

6609 

-3 

NM 

-27.4 

BURLINGTON  NORTHERN 

234 

2691 

52 

4606 

-2 

243.0 

146 

6148 

-3 

12.5 

22,4 

CONSOIIDAUD  RAIL 

282 

2221 

-5 

341 1 

-2 

148.0 

-52 

7471 

3 

NA 

3,5 

FLORIDA  EAST  COAST  INDUSTRIES 

762 

553 

1 

193 

7 

39.6 

1 1 

594 

6 

9.3 

9,2 

8 

KANSAS  CITY  SOUTHERN  INDUSTRIES 

909 

393 

0 

504  -1 

37.1 

NM 

960 

5 

9.2 

1 1,9 

23C  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

8804 

7 

16115 

23 

491.1 

-9 

22967 

20 

7.1 

9.7 

FEDERAL  EXPRESS 

220 

2847 

14 

6324 

49 

133.2 

-31 

5152 

64 

6.3 

8.4 

FLIGHTSAFETY  INTERNATIONAL 

366 

1653 

54 

231 

27 

65.6 

31 

525 

16 

19.4 

20.6 

RYDER  SYSTEM 

393 

1494 

-26 

5073 

1 

52.2 

-61 

5938 

-2 

5.9 

3.2 

INTERNATIONAL  LEASE  FINANCE 

632 

762 

3 

334 

57 

61.2 

41 

2580 

46 

6.4 

16,2 

GATX 

712 

629 

31 

712 

21 

65.7 

40 

3060 

17 

8.8 

12,2 

PHH 

757 

566 

-2 

1876 

5 

52.2 

143 

4439 

10 

NA 

14,4 

TRINITY  INDUSTRIES 

799 

506 

-15 

1291 

49 

43.9 

73 

911 

36 

11.1 

17,1 

8 

AGENCY  RENT-A-CAR 

975 

347 

-21 

274 

21 

17.1 

-27 

362 

3 

9.0 

12,4 

23D  TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

6672 

-3 

12733 

20 

446.8 

-23 

9904 

13 

6.2 

10.6 

ROADWAY  SERVICES 

390 

1536 

30 

2661 

22 

95.5 

19 

1273 

7 

13.3 

13.3 

ALEXANDER  &  BALDWIN 

414 

1394 

-17 

846 

21 

202.7 

50 

1 139 

6 

NA 

33.5 

OVERSEAS  SHIPHOLDING  GROUP 

558 

938 

21 

310 

1 

52.0 

12 

1446 

10 

6.2 

7.3 

YELLOW  FREIGHT  SYSTEM 

639 

756 

-7 

2220 

10 

18.6 

-73 

1082 

6 

4.7 

4.2 

CONSOLIDATED  FREIGHTWAYS 

703 

647 

-43 

3760 

40 

8.6 

-92 

2392 

45 

1.7 

0.1 

J.  B.  HUNT  TRANSPORT  SERVICES 

791 

514 

5 

509 

30 

30.6 

-7 

388 

31 

12.9 

18,2 

AMERICAN  PRESIDENT 

800 

505 

-19 

2234 

5 

1  1.3 

-86 

1661 

-3 

3.3 

0,1 

8 

OMI 

926 

381 

134 

193 

2 

27.5 

40 

522 

9 

1 1.5 

13,5 

24 

UTILITIES 

INDUSTRY  COMPOSITE 

216965 

19 

212931 

7 

19426.8 

6 

541471 

6 

8.5 

10.5 

24A  ELECTRIC  &  WATER 

GROUP  COMPOSITE 

18604S 

17 

164565 

5 

17565.1 

3 

474039 

6 

8.5 

10.6 

PACIFIC  GAS  S  ELECTRIC 

49 

9223 

31 

8588 

12 

900.6 

1350 

21352 

1 

NA 

10.8 

SCECORP 

58 

8384 

21 

6904 

10 

822.7 

2 

15443 

4 

10.3 

14.7 

SOUTHERN 

59 

8325 

15 

7492 

4 

968.4 

0 

20086 

2 

9.0 

12,2 

COMMONWEALTH  EDISON 

69 

7494 

7 

5751 

2 

693.7 

-6 

17948 

1 

7.3 

8,6 

TEXAS  UTILITIES 

87 

6320 

32 

4321 

4 

887.8 

20 

17219 

7 

10.3 

12,3 

CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

93 

6074 

17 

5551 

9 

606.1 

1 

10129 

7 

9.4 

13,0 

AMERICAN  ELECTRIC  POWER 

99 

5951 

18 

5140 

6 

691.7 

0 

14746 

3 

10.2 

14,5 

8 

DUKE  POWER 

102 

5684 

28 

3639 

0 

571.6 

28 

9542 

7 

10.3 

14,2 
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$  MIL 
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% 
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10.5 

3 

ENRON 

231 

2718 

52 

9836 

19 

226.1 

74 

9105 

5 

10.4 

13.7 

4 

PANHANDLE  EASTERN 

263 

2378 

98 

2781 

113 

69.5 

NM 

6266 

1  1  1 

5.1 

4.8 

5 

COLUMBIA  GAS  SYSTEM 

287 

2168 

35 

3204 

1 

145.8 

23 

5878 

4 

NA 

9.0 

6 

ARXLA 

304 

2085 

16 

2246 

13 

-60.9 

NM 

3886 

20 

NM 

-12.3 

7 

SONAT 

314 

2042 

66 

1778 

28 

109.0 

29 

2998 

-2 

8.2 

9.8 

8 

ENSERCH 

391 

1509 

35 

2742 

0 

70.0 

554 

2944 

-2 

NA 

9.8 

9 

WILLIAMS 

427 

1348 

13 

1717 

2 

52.5 

270 

3900 

8 

6.9 

5.1 

10 

TRANSCO  ENERGY 

448 

1265 

13 

2989 

8 

112.5 

NM 

4136 

19 

NA 

15.0 

11 

NICOR 

468 

1 189 

31 

1622 

7 

119.9 

13 

2138 

2 

13.9 

18.9 

12 

PEOPLES  ENERGY 

617 

784 

17 

1251 

5 

87.3 

-3 

1641 

4 

1 1.2 

15.3 

13 

EQUITABLE  RESOURCES 

630 

763 

9 

512 

26 

50.9 

8 

1139 

7 

9.7 

10.5 

14 

NATIONAL  FUEL  GAS 

654 

730 

53 

895 

12 

57.5 

22 

1473 

14 

10.8 

1  1.9 

IS 

BROOKLYN  UNION  GAS 

655 

728 

29 

1006 

8 

63.6 

-5 

1561 

15 

8.6 

11.7 

16 

QUESTAR 

658 

721 

19 

509 

5 

49.6 

102 

1075 

5 

9.8 

10.9 

17 

EASTERN  ENTERPRISES 

672 

696 

23 

840 

25 

56.6 

12 

1080 

4 

10.2 

11.5 

18 

ATLANTA  GAS  LIGHT 

715 

622 

20 

980 

1 

47.1 

8 

.  1391 

2 

10.0 

1  1.5 

19 

WASHINGTON  GAS  LIGHT 

764 

548 

16 

799 

14 

58.2 

29 

1049 

14 

10.3 

14.0 

20 
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"Something's  got  to  go,  Feiiton. 
You,  me  or  this  inventonj—ami  it's  not  going  to  be  me." 

CALL  EAL  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

EAL  -  Will  take  your  donated  material  and  use  it  to 
generate  scholarships  for  needy,  deserving 
students. 

EAL  -  Donations  could  mean  an  abo\e  cost  tax 
deduction  -  IRS  Reg.  170(E)(3) 

EAL  -  Scholarships  are  given  in  the  donating 
corporation's  name. 


EAL  -  Leverages  your  gift  to  help  participating  colleges. 

For  More  Deiails 
Call  708-690-0010 
Peter  Roskam 
Executive  Direaor 
Questional  Assistance  Ltd.i9» 


P.C  Box  3021  •  GLEN  ELLYN.  ILLINOIS  60138 


The  number  to  the  left  of  the  compan  y  's  name  identifies  its  rank  in  market  value  among  The  Business  \^  eek  1000.  That  list  begins  on  page  15S.  The  num- 
bers immediately  to  the  right  identify  the  company  's  rank  in  sales,  profits,  and  assets,  respectively,  among  all  Business  Week  1000  companies.  The  num- 
ber in  the  far  right  column  identifies  the  company  s  industry  code  for  reference  to  the  special  industries  section  beginning  on  page  21 7. 
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A 


123  AAR  827     804    864  21 

nil  Nicholos  Blvd.  Elk  Grove  Vil,  IL  60007 /708-439-3939 

36  ABBOTT  LABORATORIES    t63      43    290  \7 

One  Abbott  Park  Rd,  Abbott  Park,  IL  600M/708-937-6100 

i12  ACUSON  919     707    963  12 

1220  Charleston  Rd,  Mounloin  View,  CA  94043/415-969-91 12 

•23  ADOBE  RESOURCES        954     943    828  ii 

667  Madison  Ave,  New  York,  NY  10021/212-758-81  10 

172  ADOBE  SYSTEMS  973     740    993  18 

1585  Charleston  Rd,  Mountain  View,  CA  94043/415-961-4400 

143  ADVANCED  MICRO  562     650    627  9 

901  Thompson  PI,  Sunnyvale,  CA  94088/408-732-2400 

190  ADVANCED  TELECOMMS.   892     842    912  22 

945  East  Poces  Ferry  Rd,  Atlanta,  OA  30326/404-261-5885 

104  AETNA  LIFE  &  CASUALTY   26      64      1  1  17 

151  Forminglon  Ave,  Horrford,  G  06156/203-273-0123 

)44  AFFILIATED  PUBS.  752     670    834  20 

135  Momssey  Blvd,  Boston,  MA  02107/617-929-2000 

175  AGENCY  RENT-A-CAR      899     881     872  23 

30000  Aurora  Rd,  Solon,  OH  44139/216-349-1000 

(36  AHMANSON  (H.  F.)         196     253      32  17 

660  South  Figueroo  St,  Los  Angeles,  CA  90017/213-955-4200 

!30  AIR  PRODUCTS  317     236    352  a 

7201  Hamilton  Blvd,  Allentown,  PA  18195/215-481-4911 

!80  ALBANY  INTERNATIONAL  779     660    792    1  5 

1373  Broadway,  Albany,  NY  12204/518-445-2200 

127  ALBERTO-CULVER  672     772    873  6 

2525  Armitoge  Ave.  Melrose  Park,  IL  60160/708-450-3000 

170  ALBERTSON'S  115     251    493  io 

250  Porkcenter  Blvd.  Boise,  ID  83726/208-385-6200 

t33  ALCO  STANDARD  204     380    535  5 

825  Duportoil  Rd,  Woyne,  PA  19087/215-296-8000 

100  ALCOA  67      33    138  16 

1501  Alcoa  BIdg,  Pittsburgh,  PA  15219/412-553-4545 

S02  ALEXANDER  &  ALEXANDER  S20     563    426  17 

1211  Ave  of  Americas,  New  York,  NY  10036/212-575-8000 


414  ALEXANDER  S  BALDWIN  632 

822  Bishop  St,  Honolulu,  HI  96801 /8( 


243  622 

3-525-661  1 


753  ALLEGHANY  568     592  512 

Pork  Ave  Plozo,  New  York,  NY  10055/212-752-1356 

551  ALLEGHENY  LUDLUM        540     332  721 

1000  Six  PPG  PI,  Pittsburgh,  PA  15222/412-394-2800 

298  ALLEGHENY  POWER         361     232  310 

320  Park  Ave,  New  York,  NY  10022/212-752-2121 

528  ALLERGAN  646     580  683 

2525  DuPont  Dr,  Irvine,  CA  92715/714-752-4500 


16 


24 


12 


115  ALLIED-SIGNAL 


54 


85  160 


Columbia  &  Park  Ave,  Momstown,  NJ  07962/201-455-2000 

312  ALLTEL  530     295    443  22 

100  Executive  Pkwy,  Hudson,  OH  44236/216-650-7000 

452  ALZA  982     869    906  12 

950  Page  Mill  Rd,  Polo  Alto,  CA  94303/415-494-5000 

280  AMAX  215     138    317  16 

200  Pork  Ave,  New  York,  NY  10166/212-856-4200 

500  AMAX  GOLD  972     744    973  16 

350  Indiana  St.  Golden,  CO  80401/303-273-0600 


379  AMDAHL 


380     286    448  M 


1250  East  Argues  Ave.  Sunnyvale,  CA  94088/408-746-6000 

159  AMERADA  HESS  155       93    228  ii 

1185  Ave  of  the  Americas,  NY,  NY  10036/212-997-8500 

90  AMERICAN  BRANDS  55       65     140  6 

1700  E.  Putnam,  Old  Greenwich,  a  06870/203-698-5000 

121  AMERICAN  CVANAMID      183     171     286  4 

One  Cyonomid  Plozo,  Wayne,  NJ  07470/201-831-2000 

99  AMERICAN  ELECTRIC        173       59     109  24 

One  Riverside  Plaza,  Columbus,  OH  43215/614-223-1000 

41  AMERICAN  EXPRESS  18       24       4  17 

Tower  C  World  FinI  Ctr,  New  York,  NY  10285/212-640-2000 

456  AMERICAN  FAMILY         341     470    233  17 

1932  Wynnton  Rd,  Columbus,  GA  31999/404-323-3431 

187  AMERICAN  GENERAL        203     119      47  17 

2929  Allen  Pkwy,  Houston,  TX  77019/713-522-1  1  1  1 

510  AMERICAN  GREETINGS      515     525    616  14 

10500  Amencon  Rd,  Cleveland,  OH  44144/216-252-7300 


32  AMERICAN  HOME  126       26  259 

685  Third  Ave.  New  York.  NY  10017/212-878-5000 

35  AMERICAN  INTL.  GROUP    42       19  33 

70  Pine  St,  New  York,  NY  10270/212-770-7000 


12 


967  AMERICAN  MEDICAL        294     972    366  12 

414  North  Comden  Or,  Beverly  Hills.  CA  90210/213-278-6200 

538  AMERICAN  NATL.  INS.      584     415   1000  17 

One  Moody  Plaza,  Galveston,  TX  77550/409-763-4661 

476  AMERICAN  PETROFINA      273     360    433    1  1 

8350  North  Central  Expwy,  Dallas,  TX  75206/214-750-2400 

800  AMERICAN  PRESIDENT      363     899    519  23 

1800  Harrison  St,  Ooklond,  CA  94612/415-272-8000 

971  AMERICAN  SOFTWARE      980     880    992  18 

470  Eost  Poces  Ferry  Rd,  Atlanto,  GA  30305/404-261-4381 

289  AMERICAN  STORES  21     362     209  10 

5201  Am  Eorhort  Dr,  Salt  Loke  City,  UT  84116/801-539-0112 

176  AMERICAN  TV  598     425    469  20 

300  First  Stamford  PI,  Stamford,  CT  06902/203-328-0600 

789  AMER.  WATER  WORKS     764     633    485  24 

1025  Lourel  Oak  Rd,  Voorhees,  NJ  08043/609-346-8200 

26  AMERITECH  72       22      89  22 

30  South  Wocker  Dr,  Chicago,  IL  60606/312-750-5000 

609  AMERITRUST  535     372     145  3 

900  Euclid  Ave,  Cleveland,  OH  44115/216-737-5000 

759  AMETEK  728     705    807  9 

Station  Square  Two,  Pooli,  PA  19301/215-647-2121 

525  AMGEN  956     916    913  12 

1840  Oehavilland,  Thousand  Oaks,  CA  91320/805-499-5725 

9  AMOCO  19       14      52  11 

200  East  Rondolph  Dr,  Chicago,  IL  60601/312-856-6111 

113  AMP  298     178    420  9 

470  Fnendship  Rd,  Homsburg,  PA  171  1  1/717-564-0100 

152  AMR  69     102     154  23 

4200  Americon  Blvd,  Fort  Worth,  TX  76155/817-963-1234 

765  AMSOUTH  BANCORP.       615     539     182  3 

1900  Fifth  Ave  North,  Birmingham,  AL  35203/205-326-5120 

364  ANADARKO  PETROLEUM    861     636    533  11 

16855  Nonhchase  Dr,  Houston,  TX  77251/713-875-1  101 

919  ANALOG  DEVICES  810     864    835  9 

One  Technology  Woy,  Norwood.  MA  02062/617-329-4700 

45  ANHEUSER-BUSCH  87       50     176  6 

One  Busch  PI,  St  Louis,  MO  63118/314-577-2000 

261  AON  354     215     173  17 

123  North  Wocker  Dr,  Chicago,  IL  60606/312-701-3000 

747  APACHE  912     847     739  11 

1700  Lincoln  St,  Denver,  CO  80203/303-837-5000 
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120  APPLE  COHPUTER  t64     109    402  18 

2C525  Vo-o-  i.e  Cuoemxi.  CA  95014,  408-996-TOlO 

831  APPLIED  MATEPIALS       759     629    837  i5 

30i0  3c*e^»  i.e  Sor^  Oaro,  CA  95054  408-727-5555 

96  ARCHER  DANIELS  104       92     276  10 

»c.-  .   aeccTjr  IL  62525  217^24-5200 


182  ARCO  CHEMICAL 

3SC'  iSk-  C->?5-sr  Se* 


314 


124 

'9C73  2 


407 


697  ARGONAUT  CROUP         749     468    482  '7 

iSOO  A.e  c'  -V5  S-=rs       A.-oe-«  CA  90067  213-553-0561 


578  ARISTECH  CHEMICAL 


590     467  740 

15230  412-433-2747 


304  ARKli 

52:  V  - 

556  ARHCu 

300  :■ 


362     968    334  24 

LA  71101  501-377-1459 

342     237    428  16 

f>i*>  Ptrappoiy.      07054  201-316-5200 

384  ARMSTRONG  WORLD       328     296    458  6 

Wer  Ubery  St,  Uncnsfa-,  PA  17604  717-397-0611 

453  ASARCO  365     216    431  16 

Vooer  Lone  Se-*  Ian  s>  10038  212-510-2000 


295  ASHLAND  OIL 

'OOC  As,-o-.c  > 


102     895  308 

<:y  41169  606-329-3333 


970  ASHTOH-IAIE  905     956    932  18 

20101  Horrs^  Ave,  Tornro,  CA  90502  213-329-8000 

739  ASSOCIATED  COMMUNS.    997     936    998  22 

3<re.--.  ":.-e-.  =>-s;v^  PA  15222  412-281-19C" 

4  ATiT  11        7      37  22 

550  Vcciscr  A.-e  Sey,  Ycrt        'X?2  212-605-5500 


946  ATARI 

1196  Bo-sgos  Ave  5,nr, 

715  ATLANTA  GAS  LIGHT 
597  ATLANTIC  ENERGY 


832 
595 


915    899  -S 

40S-745-2OX 

639    565  24 

I  iC-i-5c-i-'iO0C 


682     441  492 


■ "  ^9  S«x -^orse  Plte  ?>«<sor%.  e  \J  08232  609-645-4500 

19  ATLANTIC  RICHFIELD         35       11      81  ii 

5':  5o^-  ^CAer  S*  Los  Aroeies  CA  90071  213^*86-3511 

475  AUTODESK  940     647    958  is 

2320  '.'ami-!c  iVa.  Sojsoinj  CA  94965  415-332-2344 

160  AUTOMATIC  DATA  431      252    515    1  8 

'.'^  tSfi  Bvc  Rcrseond  NJ  07068  201-994-5000 

467  AVERY  INTERNATIONAL    425     451     618  15 

s  r-^roe  :-^.e  B.  P=sooe^  CA  91103  818-304-2000 


466  AVNET 

so  C--5^ 


414     538    626  2i 

tree  Neck.  HI  10153  516-466-7000 


322  AVON  PRODUCTS  251     299  463 

9  *er  5"^  S-  s«-»  rcrt  NY  10019  212-546-6015 


5 


\n  BAKER  HUGHES             352  434    466    1  1 

59CC  biei  Lens,  Hojs-or,  TX  77027  713-439-8600 

§  69'  BAIL                        532  725    684  7 

!5            345  Si.-          5'   .V.>TCe.  iN  47JQ5  317-747-6'00 


258  BALTIMORE  GSE  387     181     247  24 

3iE  E<tc  Oxries  Certer  Ba^Trroc  ,VD  21203  301-234-5000 

149  BANC  ONE  258     136      60  3 

10c  Ecr  a-too  S-  OiKXTiKi  OH  43271  614-248-5800 


929  BANCO  POPULAR 

2Cf9  V^ro:  ^-.=^:  A.e 

631  BANCORP  HAWAII 


704     583    250  3 

.•3-  =>R  0O936  SO«-7s5-9SOC 


663  474 

-  ;6S13  5C:-53 


189 


450  BANDAG  766     489  S84 

Bonooc  Cer-er  Vinasns.  lA  52761  319-262-1400 

495  BANK  OF  BOSTON  123     514  34 

10c  Feoerxj  S-  Bos^  VA  02110  617-434-2200 

248  BANK  OF  NEW  YORK       162     622  27 

4:  A:    >•   Sj...  York.  NT  10286  212-»95-1784 

956  BANK  SOUTH  738     635  282 

55  V<r^:  5'  SA   A-<tt^  GA  30303  404-529-4817 

97  BANKAMERICA  60      45  9 

555  Co-ormo  5;.  Soi  Fronasco.  CA  94104  415-622-3456 

196  BANKERS  TRUST  119     999  24 

280        A.e,  Nev  Ycrt  NY  10017.212-250-2500 


591  BARD  (C.  R.) 
328  BARNETT  BANKS 

IDC  .3-  S-  .^rjsc. 

679  BAROID 

3000  S  k- 


657     531  793 

r-     V  07974  201-277-8000 

272     197  57 

a  32202  904-791-7720 

790     884  770 

■.ror.  TX  77032  713-987-1000 


12 


530  BATTLE  MTN.  GOLD        967     806  896 

333  0<r.  S-  Ho^,^  TX  77002  7 13-650-6400 


354  BAUSCH  &  LOHB 

1  iXKO'r  S0:.O-= 


533     377     557  12 

^ocres-e^  sv  -ieC'  --6-338-6000 


94  BAXTER  INTERNATIONAL   116  106 

C-e  Bot-e'  J*5^*o   L  cCC'5  :C«-?4! 


186 

-2000 


12 


937  BBiT  FINANCIAL  772     664  292 

2:3  .'.er  Scs-  5-  .'."scr  NC  27893  919-399-4111 

454  BEAR  STEARNS  346     322  39 

345  =3-t  i.e  Se*  Yen  N7  10167  212-272-2000 

876  BECKMAN  INSTRUMENTS   655     680  777 

2500  Morto- Btvc  F.  e?-c<-  CA  92634  714-871-S848 

276  BECTON,  DICKINSON        410     284  445 

BeGor  t>   Fronk  -  Lae$   SJ  07417  201-848-6800 


12 


24  BELL  ATLANTIC  58       30      61  22 

1600  V<x<e-  S-  P-.-ooe-iVKi  PA  19103  215-963-6000 

12  BELLSOUTH  39       13      54  22 

1155  P=<Kr-e-  S-  S£  A-orra  GA  30367  4CH.249-2000 


675  BELO  (A,  H.) 

40C'  Scc^  RetoT: 

613  BEMIS 

625  '."oroue^e  A.e 

501  BENEFICIAL 

4CC  E*evj5 


834     837  749 

■  -5202  214-977-6606 


20 


572     641     771  7 

i^;;.;  :    V.S  55402  612-340-6000 

456     353    195  17 

--C-0.-  DE  19809  302-798-0800 


603  BERGEN  BRUNSWIG         209     624    588  12 

4000  V^-»c.>3-  [>r  Ororce  CA  92668  714-385-iOOO 

858  BERKLEY  (W.  R.)  745     586    577  - 

165  '.Vscr  St  Greer™,-ch  a  06S30  203-629-2880 

61  BERKSHIRE  HATHAWAY    332     104     169  17 

1440  Ketta  Plozo.  Omdn,  ME  68131  402-346-1400 


395  BETHLEHEM  STEEL  168     203    294  16 

£-  i  Er:r  A, 5  5i-=osn,  PA  18016  215-694-2424 

567  BETZ  LABORATORIES       770     584    865  4 

4636  iirer-v  Ro,  Trs.ose,  PA  19CW7  215-355-3300 

969  BIC  876     839    933  15 

500  Sic  Dr.  Miford,  Q  06460  203-7S3-2000 

694  BIOMET  957     815    979  12 

i-..—  -.r-s-c  0=-*   A:-^...    S  4c5S0  219-267-6639 

503  BLACK  &  DECKER  231     940    242  15 

Es-  .-xcc  R:  T;.»5cr  ,V0  21201  301-583-3900 

745  BLOCK  DRUG  830     654    830  6 

257  CcrneJsin  Ave  Jer^'  Cry,  W  073O2  201-134-3000 

334  BLOCK  (HSR)  605     397    795  17 

4110  Vot  5',  Kansas  Cry.  V,0  64111  816-7S3-6900 

461  BLOCKBUSTER  ENT.        842     665    842  14 

901  E.  Los  Ote.  Ft.  LouderAie,  a  33301  305-524-8200 


978  BMA 

One  Pen- 


800     819    605  17 

1-.   v:  :4141  816753-8000 


925  BMC  SOFTWARE  983     875    995  18 

:-e  5.0^  ;-ee«  3  .3  Scoa-  lar«.  TX  77478  713-240-8800 

491  BOATMEN'S  BANC.         471     343     111  3 

80C  '.'<rte- S-  St  .ows  ,M0  63101  314-125-7500 

885  BOB  EVANS  FARMS        814     787    924  14 

3776  Scc-^  High  St.  Coluniws,  OH  43207  614-191-2225 

27  BOEING  22       62     1  18  1 

"55  -:  VororeJ  Wov  S    Seo^e.  WA  98108  206-655-2121 

376  BOISE  CASCADE  197     190    322  19 

Oe  .le-s^  io-xre  3.^s^  ID  83725  2C3-3B4-6161 

133  BORDEN  107     967     291  10 

■■3  Ecr  5.-000  St  Cwjto.<  Or  4321;  e' 4-225-1000 

660  BOSTON  EDISON  511     946    399  24 

:3C  3c.  s-v  S-  Bos^  '.W  02199  617-124-2000 

540  BOWATER  477     317    446  19 

O've  ?orx<TO  !>  Doner,  a  06820  203-656-7200 

877  BRIG6S  S  STRATTON      610     937    773  15 

1230'  t^er  .hW  5-  Wx^*rcsc   A1  53222  414-259-5333 

8  BRISTOL-MYERS  SQUIBB     88       51     187  12 

J45  Port  A.e  Ne.^  York  NY  10154,'212-546-SOOO 

655  BROOKLYN  UNION  GAS     586     537    531  24 

195  Vorfogue  Sv  B™k^Tl,  NY  11201  718-1C3-20O0 

864  BROWN  GROUP  413     765    738  6 

i4CC  '.'o-.orc  A.e  S-  LX'S  MO  63105  314-854-4000 


317  BROWN-FORMAN 

S5C'  Z-ii  h.s  .  s. 

124  BROWNING-FERRIS 
488  BRUKO  I 


593     484    671  6 

O  4O210  502-585-1100 

311     184    377  21 

>-   TX  77079  713-870-SlOO 


359     600    757  10 

•  ^..-v    Binn»i^i<iTi,  Al  35211  205-940-9400 

442  BRUNSWICK  295     973    478  u 

:os  B-.-i-xi  Pteo  Skok«.  5.  60077  708-170-1700 

958  BRUSH  WELLMAN  882     871     887  16 

120C'  Ho-rc  B,oc  C€.eKjv3  Oh  44- :5  216443-1000 

234  BURLINGTON  NORTHERN    193     207     243  23 

—  Vor  S-   =o-  -o'Oz  :'7-:7i-200C 

98  BURLINGTON  RES.  430     311     244  ii 

999  TtwTj  A.e   Sec-e   *A  98101,  206-167-3838 
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c 


;S1  CABLEVISION  SYSTEMS     788     983    499  20 

One  Medio  Crosswoys,  Woodbury,  NY  1  1797/516-364-8450 

593  CABOI  409     939    542  4 

950  Winter  SI,  Wolthom.  MA  02254/617-890-0200 

12\  CADENCE  DESIGN  964     790    982  18 

555  R(ver  Ooks  Pkwy,  Son  Jose.  CA  95134/408-943-1234 

754  CAESARS  WORLD  617     606    693  14 

1801  Century  Poric  E„  Los  Angeles,  CA  90067/213-552-271  1 

S24  CALFED  267     464      62  17 

5670  Wilshire  Blvd.  Los  Angeles,  CA  90036/213-932-4321 

S54  CALGON  CARBON  909     730    936  21 

400  Colgon  Carbon  Dr.  Pittsburgh,  PA  15230/412-787-6700 

S84  CALMAT  688     481     714  13 

3200  Son  Femondo  Rd,  Los  Angeles,  CA  90065/213-258-2777 

84  CAMPBELL  SOUP  145     711     311  10 

Campbell  PI,  Camden,  NJ  08103/609-342-4800 

50  CAPITAL  CITIES/ABC       180      91     236  20 

77  West  66th  St,  New  York.  NY  10023/212-421-9595 

284  CAPITAL  HOLDING  330     182    107  17 

680  Fourth  Ave.  Louisville.  KY  40202/502-560-2000 

225  CARNIVAL  CRUISE  LINES  552     254    449  U 

3655  NW  87lh  Ave.  Miami.  FL  33178/305-599-2600 

165  CAROLINA  POWER  333     130    203  24 

411  Foyetteville  St.  Roleigh.  NC  27602/919-546-6111 

352  CARPENTER  TECH.  714     747    759  16 

101  West  Bern  St.  Reading.  PA  19612/215-371-2000 


S14  CARTER-WALLACE 


753     626    818  12 


1345  Ave  of  the  Americas.  NY.  NY  10105/212-339-5000 

309  CASTLE  S  COOKE  307     428    456  10 

10900  Wilshire  Blvd.  Los  Angeles,  CA  90024/213-824-1500 

91  CATERPILLAR  64      89     150  15 

100  NE  Adams  St,  Peoria.  IL  61629/309-675-1000 

S41  CBI  INDUSTRIES  468     734    576    1  1 

800  Jone  Blvd.  Oak  Brook.  IL  60522/708-572-7000 

148  CBS  282     168    302  20 

51  West  52nd  St.  New  York.  NY  10019/212-975-4321 

422  CELLULAR  COMMUNS.      984     944    857  22 

150  East  58th  St.  New  York.  NY  10155/212-319-7014 

219  CENTEL  537     902    358  22 

8725  West  Higgins  Rd.  Chicago,  IL  60631/312-399-2500 

235  CENTERIOR  ENERGY        358     148    136  24 

6200  Oak  Tree  Blvd,  Independence.  OH  44131/216-447-3100 

748  CENTEX  388     557    467  13 

3333  Lee  Pkwy.  Dallas.  TX  75219/214-559-6500 

911  CENTOCOR  985     927    956  12 

244  Great  Valley  Pkwy,  Malvern.  PA  19355/215-296-4488 

SSI  CENTRAL  FIDELITY  755     594    275  3 

1021  East  Cory  St,  Richmond.  VA  23219/804-782-4000 

992  CENTRAL  HUDSON  G&E     798     700    644  24 

284  South  Ave.  Poughkeepsie.  NY  12601/914-452-2000 

628  CENTRAL  ILLINOIS  PS      717     510    508  24 

607  Eost  Adoms  St,  Springfield.  IL  62739/217-523-3600 

939  CEN.  LA.  ELECTRIC         883     683    687  24 

2030  Donahue  Ferry  Rd,  Pineville,  LA  71360/318-484-7400 

301  CENTRAL  MAINE  POWER   684     632    587  24 

Edison  Dr.  Augusta.  ME  04336/207-623-3521 

714  CENTRAL  NEWSPAPERS     819     704    878  20 

307  N.  Pennsylvania.  Indianapolis.  IN  46204/317-633-9252 


181  CENTRAL  &  SOUTH  WEST  323     157     188  24 

2121  Son  Jacinto  St.  Dallas.  TX  75201/214-754-1000 

746  CENTURY  COMMS.  927     966    635  20 

50  Locust  Ave,  New  Canaan.  C  06840/203-966-8746 

596  CENTURY  TELEPHONE       924     845    755  22 

1900  North  18th  Si,  Monroe,  LA  71201/318-388-9500 

844  CETUS  998     965    926  12 

1400  53rd  SI,  Emeryville,  CA  94608/415-420-3300 

546  CHAMBERS  DEV.  937     799    814  21 

10700  Frankstown  Rd,  Pittsburgh,  PA  15235/412-242-6237 

233  CHAMPION  INTL.  172     111     205  19 

One  Champion  Plaza,  Stamford.  CT  06921/203-358-7000 

843  CHARMING  SHOPPES       645     716    829  8 

450  Winks  Lone,  Bensolem,  PA  19020/215-245-9100 

204  CHASE  MANHATTAN  40     997       8  3 

One  Chase  Plaza,  New  York,  NY  10081/212-552-2222 

303  CHEMICAL  BANKING        101     994      17  3 

277  Pork  Ave,  New  York.  NY  10172/212-310-6161 

143  CHEMICAL  WASTE  613     318    630  21 

3003  Butterfield  Rd,  Ook  Brook,  IL  60521/708-572-8800 

895  CHESAPEAKE  642     637     719  19 

1021  East  Cory  St.  Richmond.  VA  23218/804-697-1000 

14  CHEVRON  16     201      43  11 

225  Bush  St.  Son  Francisco,  CA  94104/415-894-7700 

841  CHIRON  996     949    983  12 

4560  Norton  Si.  Emeryville.  CA  94608/415-655-8730 

607  CHRIS-CRAFT  903       94    473  20 

600  Madison  Ave.  New  York,  NY  10022/212-421-0200 

150  CHRYSLER  13     159      26  2 

12000  Chr/sler  Or.  Highlond  Park,  Ml  48288/313-956-5741 

145  CHUBB  208     117    146  17 

15  Mountain  View  Rd.  Warren,  NJ  07060/201-580-2000 

999  CHURCH  S  DWIGHT        850     905    929  6 

469  North  Horrison  St,  Princeton,  NJ  08543/609-683-5900 

156  CIGNA  34     100      22  17 

1600  Arch  St.  Philadelphia.  PA  19192/215-523-4000 

836  CILCORP  804     605    624  24 

300  Liberty  St.  Peoria,  IL  61602/309-672-5167 

382  CINCINNATI  BELL  61  1     429    567  22 

201  East  Fourth  St.  Cincinnati.  OH  45201/513-397-9900 

455  CINCINNATI  FINANCIAL     597     376    417  17 

6200  South  Gilmore  Rd,  Fairfield.  OH  45014/513-870-2000 

387  CINCINNATI  G&E  480     211     338  24 

139  fast  Fourth  St.  Cincinnati.  OH  45202/513-381  2000 

867  CINCINNATI  MILACRON     627     874    760  15 

4701  Marburg  Ave.  Cincinnati,  OH  45209/513-841-8100 

718  CINTAS  906     827    935  21 

1  1255  Reed  Hortmon.  Cincinnati.  OH  45241/513-489-4000 

497  CIRCUIT  CITY  STORES      392     502     703  6 

2040  Thalbro  St.  Richmond.  VA  23230/804-257-4292 

407  CIRCUS  CIRCUS  768     490    764  u 

2880  Los  Vegas  Blvd  S  .  Los  Vegas,  NV  89109/702-734-0410 

66  CITICORP  9       87       1  3 

399  Pork  Ave,  New  York.  NY  10043/212-559-1000 


348  CITI2ENS  UTILITIES         879     454  609 

1200  High  Ridge  Park.  Stamford,  CT  06905/203-329-81 

369  CITIZENS  &  SOUTHERN     336     212  78 

35  Brood  St,  Atlanta,  GA  30303/404-581-2121 


22 


650  CITY  NATIONAL 


795     561  296 


400  North  Roxbury  Dr,  Beverly  Hills,  CA  90210/213-550-5400 

624  CLARK  EQUIPMENT         493     533    662  15 

100  North  Michigan  St.  South  Bend.  IN  46634/219-239-0100 

913  CLEVELAND-CLIFFS         865     543    847  16 

1100  Supenor  Ave.  Cleveland.  OH  44114/216-694-5700 


302  CLOROX  476     300    629  6 

1221  Broadwoy.  Ooklond,  CA  94612/415-271-7000 

228  CMS  ENERGY  283     150     179  24 

330  Town  Center  Dr.  Dearborn.  Ml  48126/313-436-9200 

132  CNA  FINANCIAL  90      66      58  17 

CNA  Plaza.  Chicago.  IL  60685/312  822-5000 

218  COASTAL  100     269     194  ii 

9  Greenwoy  Plaza,  Houston.  TX  77046/713-877-1400 

15  COCA-COLA  91       23    190  6 

One  Coca-Colo  Plaza  NW,  Atlanta.  GA  30313/404-676-2121 

321  COCA-COLA  ENTS.  216     507     295  6 

One  Coco-Colo  Plozo  NW.  Atlanta,  GA  30313/404-676-2100 

155  COLGATE-PALMOLIVE       179     179    355  6 

300  Pork  Ave.  New  York.  NY  10022/212-310-2000 

893  COLLINS  FOODS  746     769    843  14 

12655  W  JeHerson  Bl.  Los  Angeles,  CA  90066/213-827-2300 

287  COLUMBIA  GAS  SYSTEM    255     314    252  24 

20  Montchonin  Rd,  Wilmington,  DE  19807/302-429-5000 

371  COMCAST  765     980    424  20 

1414  S  Penn  Square,  Philadelphia,  PA  19102/215-665-1700 

493  COMDISCO  422     388    314  18 

6111  North  River  Rd,  Rosemont.  IL  60018/708-698-3000 

620  COMERICA  519     485     130  3 

211  West  Fort  St.  Detroit,  Ml  48275/313-222-3300 

869  COMMERCE  BANCSHARES  739     564    255  3 

1000  Walnut,  Kansas  City.  MO  64199/816-234-2000 

577  COMMERCE  CLEARING      691      735     779  20 

4025  West  Peterson  Ave.  Chicago.  IL  60646/708-940-4600 

986  COMMERCIAL  INTERTECH  822     805    894  15 

1775  Logon  Ave.  Youngstown.  OH  44501/216-746-8011 

69  COMMON.  EDISON  150       58      94  24 

One  First  Notional  Plozo.  Chicago.  IL  60603/312-294-4321 

960  COMMON.  ENERGY  647     681     637  24 

One  Moin  St,  Cambridge.  MA  02142/617-225-4000 

693  COMMUNS.  SATELLITE      838     544    599  22 

950  L'Enfoni  Plozo  SW,  Washington,  DC  20024/202-863-6000 

547  COMMUNITY  PSYCH.        880     504    822  12 

24502  Pacific  Pork  Dr,  Loguno  Hills,  CA  92656/714-831-1  166 

164  COMPAQ  COMPUTER        292     147    464  18 

20555  Stole  Hwy  249.  Houston.  TX  77070/713-370-0670 

226  COMPUTER  ASSOCS.        522     315    569  18 

711  Stewart  Ave.  Garden  City,  NY  1  1530/516-227-3300 

645  COMPUTER  SCIENCES       479     567    699  18 

2100  East  Grond  Ave,  El  Segundo,  CA  90245/213-615-031  1 

201  CONAGRA  43     228     270  10 

One  Central  Park  Plaza,  Omoho,  NE  68102/402-978-4000 

637  CONNER  PERIPHERALS     683     685    825  18 

3081  Zenker  Rd,  Son  Jose.  CA  95134/408-433-3340 

93  CONS.  EDISON  161      68    161  24 

Four  Irving  PI.  New  York.  NY  10003/212-460-4600 

703  CONS.  FREIGHTWAYS       223     906    439  23 

175  Linfield  Dr,  Menio  Pork.  CA  94025/415-326-1700 

173  CONS.  NATURAL  GAS       297     264    300  24 

625  Liberty  Ave,  Pittsburgh,  PA  15222/412-227-1000 

344  CONSOLIDATED  PAPERS    601      281     640  19 

231  First  Ave  N..  Wisconsin  Ropids.  Wl  54495/715-422-3111 

282  CONSOLIDATED  RAIL        245     308    206  23 

Six  Penn  Center  Plozo,  Philodelphio,  PA  19103/215-596-2000 

139  CONIEL  266     180    254  22 

245  Perimeter  Ctr  Pkwy.  Atlanta,  GA  30346/404-391-8000 

291  CONIEL  CELLULAR  986     921     947  22 

9000  Centrol  Park  West.  Atlonto,  GA  30328/404-698-6100 

543  CONTINENTAL  BANK        256     174      56  3 

231  South  LoSolle  St,  Chicogo.  IL  60697/312-828-2345 
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365 

CONTINENTAL  CORP. 

180  Maiden  Lone,  New  Yori(, 

140     297     1  13 

NY  10038/212-440-3000 

17 

887 

DAUPHIN  DEPOSIT 

213  Markel  St,  Harrisburg, 

877     662  364 

PA  17105/717-255-2121 

3 

10 

DU  PONT 

1007  Mari<et  St,  Wilrr 

12       9  42 

ington,  DE  19898/302-774-1000 

4 

The  number  to  the  left  oj  the  cumpany  's  name  identifies  its  rank  in  market  lalm  tinmni;  the  Business  Heek  1000. 
for  explanation  of  other  rankings,  see  page  24'. 


601  CONTROL  DATA  285     998    494  18 

8100  34th  Ave  South,  Minneopolis,  MN  55425/612-853-8100 

134  COOPER  INDUSTRIES        174     189    222  9 

1001  Fonnin  St,  Houston,  TX  77002/713-739-5400 

633  COOPER  TIRE  &  RUBBER  623     569    813  2 

limo  &  Western  Aves,  Findlay,  OH  45840/419-423-1321 

681  COORS  (ADOLPH)  421     892     538  6 

12th  and  Ford  Sts,  Golden,  CO  80401/303-279-6565 


378  CORESTATES  FINANCIAL  407 
147 
741 
474 
122 
875 
606 
763 
445 
579 
961 
775 
415 
190 
962 
889 
819 
521 


247    100  3 

Brood  &  Chestnut  Sts,  Philadelphio,  PA  19107/215-973-3100 

CORNING  337      194    361  15 

Houghton  Pork.  Coming,  NY  14831  /607-974-9000 

CORROON  S  BLACK        807     723    663  17 

Wall  Street  Plozo,  New  York,  NY  10005/212-363-4100 

COSTCO  WHOLESALE        254     762    727  8 

10809  120th  Ave  NE,  Kirklond,  WA  98083/206-828-8100 

CPC  INTERNATIOHAL        175     152     344  10 

IntI  Plozo,  Englewood  CliHs,  NJ  07632/201-894-4000 

CPI  866     749    953  14 

1706  Washington  Ave,  St.  Louis,  MO  63103/314-231-1575 

CRANE  475     585    762  15 

757  Third  Ave,  New  Yort,  NY  10017/212-415-7300 

CRAWFORD  858     791     950  17 

5620  Glenndge  Or  NE,  Atlonto,  OA  30342/404-256-0830 

CRAY  RESEARCH  656     443    679  18 

608  Second  Ave  South,  Minneapolis,  MN  55402/612-333-5889 

CRESTAR  FINANCIAL        541     406     141  3 

919  Eost  Mom  St,  Richmond,  VA  23219/804-782-5000 

CROMPTON  &  KNOWLES   864     826    943  4 

One  Stotion  PI,  Metro  Ctr,  Stamford,  a  06902/203-353-5400 


CROSS  (A.  T.)  913     724    952    1  5 

One  Albion  Rd,  Lincoln,  Rl  02865/401-333-1200 

CROWN  CORK  &  SEAL     401     430    606  7 

9300  Ashton  Rd,  Philadelphio,  PA  19136/215-698-5100 

CSX  105     112    128  23 

901  Eost  Cory  St,  Richmond.  VA  23219/804-782-1400 

cue  INTERNATIONAL       870     954    951  18 

707  Summer  St,  Stomford,  Q  06901/203-324-9261 

CUMMINS  ENGINE  239     933    479  2 

500  Jackson  St,  Columbus,  IN  47202/812-377-5000 

CYPRESS  SEMICON.         930     766    909  9 

3901  North  First  St,  Son  Jose,  CA  95134/408-943-2199 


CYPRUS  MINERALS         416     202    500  16 

9100  £  Minerol  Circle,  Englewood,  CO  80112/303-643-5000 


\  •  4C9  DANA  181      336    279  2 

I  4500  Dorr  St,  Toledo.  OH  43615/419-535-4500 

p  954  DANAHER  666     640    790  2 

1250  24iti  St  NW,  Woshington.  DC  20007/202-828-Of  50 


130  DAYTON  HUDSON  41  -    123    227  8 

777  Nicollet  Moll,  Minneapolis,  MN  55402/612-370-6948 

585  DEAN  FOODS  418     548    746  10 

3600  North  River  Rd,  Franklin  Porii,  IL  60131/708-678-1680 


106  DEERE  113     122  167 

John  Deere  Rd,  Moline,  IL  61265/309-765-8000 

565  DELMARVA  POWER         653     439  472 

800  King  St,  Wilmington,  DE  19899/302-429-3759 

175  DELTA  AIR  LINES  98      95  230 

3450  Delta  Blvd.  Atlanta,  GA  30320/404-765-2600 


15 


247  DELUXE 


502     298    708  18 


West  Count/  Rd  F,  St  Paul.  MN  55126/612-483-71  11 

18 


935  DENNISON  MFG.  658     779  799 

275  Wymon  St,  Walthom,  MA  02254/617-890-6350 

171  DETROIT  EDISON  257     113     164  24 

2000  Second  Ave,  Detroit,  Ml  48226/313-237-8000 

774  DEXTER  629     673    753  4 

One  Elm  St,  Windsor  Locks.  G  06096/203-627-9051 

915  DIAGNOSTIC  PRODUCTS    990     885    994  12 

5700  West  96th  St,  Los  Angeles,  CA  90045/213-776-0180 

736  DIAMOND  SHAMROCK       382     554    659    1  1 

9830  Colonnade  Blvd,  Son  Antonio,  TX  78230/512-641-6800 

737  DIE60LD  799     720    819  18 

818  Mulberry  Rd  SE,  Canton,  OH  44707/216-489-4000 

47  DIGITAL  EQUIPMENT         45       41     144  18 

146  Mam  St,  Moynord,  MA  01754/508-493-51  11 

253  DILLARD  DEPT.  271     307    427  8 

900  West  Copitol  Ave,  Little  Rock,  AR  72203/501-376-5200 

33  DISNEY  (WALT)  182       53    218  14 

500  South  Bueno  Visto  St,  Burbonk,  CA  91521/818-560-1000 

794  DIVERSIFIED  ENERGIES     634     809    715  24 

201  South  Seventh  St,  Minneapolis,  MN  55402/612-342-5101 

651  DOMINION  BANKSHARES    579     431     162  3 

213  South  Jefferson  St,  Roonoke,  VA  24011/703-563-7000 

136  DOMINION  RESOURCES     227       97     147  24 

701  East  Byrd  St.  Richmond,  VA  23219/804-775-5700 

185  DONNELLEY  (R.  R.)        265     221    423  2i 

2223  Martin  Luther  King  Dr.  Chicago,  IL  60616/312-326-8000 

269  DOVER  377     319    581  15 

280  Park  Ave.  New  York.  NY  10017/212-922-1640 

23  DOW  CHEMICAL  31        8      80  4 

2030  Dow  Center,  Midlond,  Ml  48674/517-636-5250 

224  DOW  JONES  432     158    405  20 

200  Liberty  St.  New  York,  NY  10281/212-416-2000 

437  DPL  599     312    418  24 

Courthouse  Ploza  SW,  Dayton,  OH  45402/513-224-6000 

481  DOE  559     341     331  24 

301  Grant  St,  Pittsburgh,  PA  15279/412-393-6000 

192  DRESSER  INDUSTRIES       212     285    389    1  1 

1600  Pacific  Ave.  Dallas.  TX  75201/214-740-6000 

389  DREYFUS  900     310    717  17 

222  Broodwoy,  New  York,  NY  10038/212-238-4000 

738  DSC  COMMUNICATIONS     826     737     791  22 

1000  Coit  Rd,  Piano,  TX  75075/214-519-3000 


102  DUKE  POWER  230       78     168  24 

422  South  Church  St,  Chorlotte,  NC  28242/704-373-4011 


55  DUN  &  BRADSTREET       198      75  280 

299  Pork  Ave,  New  York.  NY  10171/212-593-6800 


20 


E 


29  E-SYSTEMS 

6250  LBJ  Fwy 


448     460  705 

Dollos,  TX  75240/214-661-1000 


72  EASTERN  ENTERPRISES     635     582  642 

9  Riverside  Rd,  Weston.  MA  02193/617-647-2300 

84  EASTERN  UTILITIES         839     655  570 

One  Liberty  Squore.  Boston.  MA  02107/617-357-9590 

39  EASTMAN  KODAK  29      83  77 

343  State  St,  Rochester,  NY  84650/716-724-4000 


24 


24 


16  EATON 


228     238  383 


1111  Superior  Ave  NE,  Cleveland,  OH  44114/216-523-5000 

53  ECHLIN  472     675    645  2 

100  Double  Beach  Rd,  Bronford.  O  06405/203-481-5751 

84  ECOLAB  506     919    672  6 

Ecolob  Center,  St  Paul,  MN  55102/612-293-2233 

36  EDISON  BROTHERS         574     551     809  8 

501  North  Broadway,  St  Louis,  MO  631C2/314-331-6000 

93  EDWARDS  (A.  G.)  725     576    665  17 

One  North  Jefferson  Ave,  St  Louis,  MO  63103/314-289-3000 

84  EGSG  441     516    768  21 

45  William  St,  Wellesley,  MA  02181  /617-237-5100 

51  EMERSON  ELECTRIC         120       73    268  9 

8000  W  Flonssont  Ave,  St  Louis,  MO  63136/314-553-2000 

72  ENERGY  SERVICE  953     929    916  2i 

1201  Doisy  Ashford.  Houston,  TX  77079/713-496-6060 

87  ENGELHARD  348     975    582  4 

Menio  Pork,  Edison,  NJ  08818/201-532-6000 

31  ENRON  79     219     174  24 

1400  Smith  St,  Houston,  TX  77002/713-853-6161 

61  ENRON  OIL  &  GAS         895     934    572    1 1 

1400  Smith  St,  Houston,  TX  77002/713-853-5299 

91  ENSERCH  305     515    394  24 

300  South  St  Paul  St,  Dallas,  TX  75201  /214-651-8700 

46  ENTERGY  225     991     105  24 

225  Boronne  St,  New  Orleons,  W  70112/504-529-5262 

94  EQUIFAX  636     726    800  17 

1600  Peochiree  St  NW,  Atlanta,  GA  30309/404-885-8000 

30  EQUITABLE  RESOURCES     773     620    623  24 

420  Blvd  of  the  Allies,  Pittsburgh,  PA  15219/412-642-7900 

45  ESSELTE  BUSINESS  482     601    619  18 

71  Clinton  Rd,  Gorden  City,  NY  11530/516-741-1477 

05  ETHYL  339     224    261  4 

330  South  Fourth  St,  Richmond,  VA  23219/804-788-5000 

2  EXXON  3        5      14  11 

125)  Ave  of  the  Americos,  NY,  NY  10020/212-333-1000 
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220  FEDERAL  EXPRESS  133     335    281  23 

2005  Corporote  Plazo,  Memphis,  TN  38 132/ 901  •369-3600 

M2  FEDERAL  HOME  LOAN      224     110      41  17 

1759  Business  Center  Dr,  Reston,  VA  22090/800-424-540) 

57  FED.  NATL.  MORTGAGE      57       48       6  17 

3900  Wise  Ave  NW,  Washington.  DC  20016/202-752-7000 

m  FEDERAL  PAPER  BOARD   505     241     526  7 

75  Chestnut  Ridge  Rd,  Montvole,  NJ  07645/201-391-1776 

W  FEDERAL  REALTY  981     896    796  13 

4800  Hampden  Lane,  Bethesda,  MD  20814/301-652-3360 

m  FEDERAL-MOGUL  569     742     713  2 

2625  N.  Western  Hwy,  Southlield,  Ml  48034/313-354-7700 

i21  FERRO  570     625    750  4 

1000  Lakeside  Ave,  Cleveland,  OH  44114/216-641-8580 

i54  FHP  INTERNATIONAL       639     807    871  12 

9900  Talbert  Ave,  Fojntain  Valley,  CA  92708/714-963-7233 

130  FIFTH  THIRD  BANCORP    660     394    213  3 

38  Fountain  Square  Plaza,  Cincinnati,  OH  45263/513-579-5300 

iOS  FIGCIE  INTERNATIONAL    503     540    660  5 

4420  Sherwin  Rd,  Willoughby,  OH  44094/216-953-2700 

167  FIRST  ALABAMA  740     541     267  3 

41 ;  20th  St  North,  Birmingham,  AL  35203/205-326-7400 

956  FIRST  AMERICAN  668     914    215  3 

300  Union  St,  Noshville,  TN  37237/615-748-2000 

S76  FIRST  BANK  SYSTEM       326     922      85  3 

120  South  Sixth  St,  Minneapolis,  MN  55480/612-370-4141 

383  FIRST  BRANDS  547     556    711  15 

83  Wooster  Heights  Rd,  Danbury,  G  06813/203-731-2300 

305  FIRST  CHICAGO  159     139      29  3 

One  First  Notional  Plaza,  Chicago,  II  60670/312-732-4000 

705  FIRST  CITY  BANCORP.     474     383    112  3 

1001  Main  St,  Houston,  TX  77002/713-658-6011 

S59  FIRST  EMPIRE  STATE      706     623    240  3 

One  M&T  Plazo,  Buffalo,  NY  14240/716-842-5445 

138  FIRST  FIDELITY  275     287      51  3 

1009  Lenox  Dr,  Lowrenceville,  NJ  08648/201-565-3200 

(73  FIRST  FINANCIAL  695     581     287  18 

3  Corporate  Square,  Atlanta,  OA  30329/404-321-0120 

m  FIRST  FLORIDA  BANKS     760     612    266  3 

111  Madison  St,  Tompo,  FL  33602/813-224-11)1 

726  FIRST  HAWAIIAN  796     578    285  3 

165  South  King  St,  Honolulu,  HI  96813/808-525-7000 

351  FIRST  INTERSTATE         129     982      21  3 

707  Wilshire  Blvd.  Los  Angeles,  CA  90017/2)3-614-300) 

602  FIRST  OF  AMERICA        507     348    121  3 

108  East  Michigan  Ave,  Kolamazoo,  Ml  49007/616-383-9000 

900  FIRST  SECURITY  715     672    256  3 

79  South  Moin  St,  Solt  Lake  City,  UT  84111/801-350-6000 

917  FIRST  TENNESSEE  678     783    235  3 

165  Madison,  Memphis,  TN  38103/901-523-4444 

319  FIRST  UNION  249     199     46  3 

301  South  College  St,  Charlotte,  NC  28288/704-374-4880 

734  FIRST  VIRGINIA  BANKS    758     526    283  3 

6400  Arlington  Blvd,  Foils  Church,  VA  22042/703-241-4000 

243  FIRST  WACHOVIA  338     186      75  3 

301  North  Moin  St,  Winston-Solem,  NC  27150/919-770-5000 

690  FIRSTAR  608     447    180  3 

777  East  Wisconsin  Ave,  Milwaukee,  Wl  53202/414-765-4321 


770  FLEETWOOD  ENTS.  460     587     758  U 

3125  Myers  St,  Riverside,  CA  92523/714-351-3500 

260  FLEET/NORSTAR  229     134      44  3 

50  Kennedy  Plaza,  Providence,  Rl  02903/401-278-5800 

544  FLEMING  52     473    404  10 

6301  Waterford,  Oklahoma  City,  OK  73118/405-840-7200 

366  FLIGHTSAFETY  INTL.        918     530    81  1  23 

Marine  Air,  La  Guordio,  Flushing,  NY  11371/718-565-4100 

762  FLORIDA  EAST  COAST      931     697     778  23 

1650  Prudential  Dr.  Jacksonville,  FL  32207/904-396-6600 

330  FLORIDA  PROGRESS        373     242    299  24 

270  First  Ave  South.  St  Petersburg,  FL  33701/813-895-1700 

708  FLOWERS  INDUSTRIES      638     818    836  10 

us  Hwy  19  South,  Thomosville,  GA  31792/912-226-91  10 

195  FLUOR  127     374    459  21 

3333  Michelson  Dr,  Irvine,  CA  92730/714-975-2000 

458  FMC  244     292    403  15 

200  East  Randolph  Dr,  Chicago,  IL  60601/312-661-6000 

616  FMC  GOLD  955     631    969  16 

5011  Meodowood  Way.  Reno,  NV  89502/702-827-3777 


179  FOOD  LION  186     323  594 

2110  Executive  Dr,  Solisburv,  NC  28144/704-633-8250 

16  FORD  MOTOR  2        3  3 

The  American  Rd,  Dearborn,  Ml  48121/313-322-3000 


10 


90S  FOREMOST  CORP. 


820     932  720 


17 

5800  Foremost  Dr  SE,  Grand  Rapids,  Ml  49546/616-942-3000 

648  FOREST  LABORATORIES    969     810    937  12 

150  East  58th  St,  New  York,  NY  10155/212-421-7850 

588  FOSTER  WHEELER  523     741     614  21 

Perryville  Corporate  Pork,  Clinton,  NJ  08809/201-730-4000 

809  FOURTH  FINANCIAL         889     733    370  3 

100  North  Broadway,  Wichito,  KS  67202/316-261-4444 

140  FPL  GROUP  136     103    127  24 

1  1770  US  Hwy  1,  North  Palm  Beach,  FL  33408/407-694-6300 

441  FRANKLIN  RESOURCES      907     465    840  17 

777  Manners  Is  Blvd,  Son  Mateo,  CA  94404/415-570-3000 

340  FREEPORT-McMORAN       393     304    350  4 

1615  Poydros  Si,  New  Orleons,  LA  70112/504-582-4000 

447  FR.-McMORAN  COPPER     859     419    844  16 

1615  Poydros  Si,  New  Orleons,  lA  70112/504-582-4000 

669  FR.-McMORAN  GOLD       979     893    957  16 

1615  Poydros  Si,  New  Orleons,  LA  70112/504-582-4000 

604  FRUIT  OF  THE  LOOM       501     505    490  6 

233  South  Wacker  Dr,  Chicago,  IL  60606/312-876-1724 

479  FUND  AMERICAN  240     497     134  17 

646  Steomboot  Rd,  Greenwich,  G  06830/203-625-5300 

815  FUQUA  INDUSTRIES        607     909    608  5 

4900  Go-Pacific  Center,  Atlanta,  GA  30303/404-658-9000 


G 


82  GANNETT  237     127    337  20 

1100  Wilson  Blvd,  Arlington,  VA  22209/703-284-6000 

293  GAP  454     422     786  8 

900  Cherry  Ave,  Son  Bruno,  CA  94066/415-952-4400 

712  GATX  676     529    381  23 

120  South  Riverside  Plaza,  Chicago,  IL  60606/312-621-6200 

285  GEICO  396     233    357  17 

Geico  Plozo,  Washington,  DC  20076/301-986-3000 

928  GENCORP  397     908    597  i 

)75  Ghent  Rd,  Foiriown,  OH  44313/216-869-4200 


283  GENENTECH  853     667     745  12 

460  Pi  Son  Bruno,  S  San  Francisco,  CA  94080/415-266-1000 

924  GENERAL  BINDING  898     860    961  18 

One  GBC  Plozo,  Northbrook,  IL  60062/708-272-3700 

358  GENERAL  CINEMA  771     861     392  6 

27  Boylston  St,  Chestnut  Hill.  MA  02167/617-232-8200 

381  GENERAL  DYNAMICS         77      170    231  1 

7733  Forsyth,  St  Louis,  MO  63105/314-889-8200 

3  GENERAL  ELECTRIC  6        2       5  5 

3135  Easton  Tpk.  Fairfield.  G  06431/203-373-2211 

539  GENERAL  INSTRUMENT     498     445    613  9 

767  Fifth  Ave,  New  York,  NY  10153/212-207-6200 

101  GENERAL  MILLS  147      144    373  10 

1  Gen  Mills  Blvd,  Minneapolis,  MN  55426/612-540-231  1 

6  GENERAL  MOTORS  1        12  2 

3044  West  Grand  Blvd.  Detroit,  Ml  48202/313-556-5000 

254  GENERAL  PUBLIC  UTS.     289     160    226  24 

100  Interpoce  Pkwy,  Porsippany,  NJ  07054/201-263-6500 

68  GENERAL  RE  302       71     156  17 

695  East  Main  St.  Stomford,  CT  06904/203-328-5000 

527  GENERAL  SIGNAL  400     478    585  9 

Two  High  Ridge  Pork,  Stamford,  G  06904/203-357-8800 

773  GENETICS  INSTITUTE        994     957    945  12 

87  Cambridgepark  Dr,  Cambridge,  MA  02140/617-876-1  170 

206  GENUINE  PARTS  259     246    592  21 

2999  Circle  75  Pkwy,  Atlanio,  GA  30339/404-953-1700 

513  GEORGIA  GULF  563     256    823  4 

400  Perimeter  Ctr  Ter,  Atlonlo,  GA  30346/404-395-4500 

158  GEORGIA-PACIFIC  73      63    214  19 

133  Peochlree  St  NE.  Atlanta,  GA  30303/404-521-4000 

380  GERBER  PRODUCTS         560     426    744  10 

445  State  St.  Fremont.  Ml  49412/616-928-2000 

982  GERBER  SCIENTIFIC         888     746    919  18 

83  Gerter  Rd,  South  Windsor.  CT  06074/203-644-1551 

368  GIANT  FOOD  260     400    647  10 

6300  SheriH  Rd.  Londover,  MD  20785/301-341-4100 

897  GIBSON  GREETINGS         801     679    861  14 

2100  Section  Rd,  Cincinnati,  OH  45237/513-841-6600 

123  GILLETTE  220     177     378  6 

Prudential  Tower  BIdg,  Boston,  MA  02199/617-421-7000 

835  GITANO  GROUP  708     767    855  6 

1411  Broodwoy,  New  York,  NY  10018/212-819-0707 

532  GLATFELIER  (P.  H.)       722     433    801  19 

228  South  Mom  St.  Spring  Grove,  PA  17362/717-225-471  1 

847  GLENFED  306     371      70  17 

700  North  Brand  Blvd,  Glendole,  CA  91203/818-500-2000 

845  GLOBAL  MARINE  934     969    784    1  1 

777  North  Eldndge  St,  Houston,  TX  77079/713-596-5100 

850  GOLDEN  NUGGET  890     950    617  14 

129  Fremont  St,  Los  Vegos,  NV  89101/702-385-7111 

996  GOLDEN  VALLEY  MICRO.   945     863    977  10 

7450  Metro  Blvd.  Edino,  MN  55435/612-835-6900 

338  GOLDEN  WEST  FNCL.       395     289      90  17 

1901  Harrison  St,  Ooklond,  CA  94612/415-446-6000 

520  GOODRICH  (B.  F.)  345     277    447  4 

3925  Embassy  Pkwy,  Akron,  OH  44313/216-374-2000 

288  GOODYEAR  TIRE  68     259    177  2 

1144  Eost  Market  St,  Akron,  OH  44316/216-796-2121 

933  GOULDS  PUMPS  778     784    848  15 

240  fall  St,  Seneco  Falls,  NY  13148/315-568-281  ) 

743  GRACE  ENERGY  849     834    712  11 

13455  Noel,  Dallos,  TX  75240/214-770-0200 

244  GRACE  (W.  R.)  139     198    262  4 

1114  Ave  of  the  Americas.  NY,  NY  10036/2)2-819-6000 
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:  SANK  cwPAKY 

Si-S  issn 
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989 
323 
360 
180 
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787 
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18 
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GBllM6Eli  (W.  W.)         427     358    646  2' 

SKC  Aes-  -ic-«.ar:      Uv-e  I  60077  70S-5S7.9CCC 

eSAPHIC  SCINNINO        977     963    975  22 

6REiT  iSP  65     320  400 

' *>-z  -3rtocr  >   '.'o-'.De  V  "^i5  -"X 

OBEAT  LAIES  CHEMICAL  630     349    636  -t 

52  SVi   iii=5-  IS  i7;C6  3"7J57-4iCC 

SBEAT  NOBTHEBM  217      155    325  19 

iC  ■  Va—  '  Scrsok  a  06856  203-S4S-5000 

SBEAT  WESTEBN  FMCL.    218     417      38  '7 

■rliA  iirts.-u-5  S-rt  Seis-.  >€ls  CA  9021"  213-e52->il ' 

6REIF  BBOS.  821      808    908  7 

GBETHOUND  235     392    284  5 

>T-.-f.r^  =^c«!-i'   il  :5-~  »C'2-2iS-100C 

6RUMMAH  234     527     41  1 


6TE 


32       17      48  22 


GULF  STATES  UTILITIES    45  1      752  _  224 


E 


131  HALLIBURTON  157     333    316  •■ 

i-'j.  I>Dic3  ~i  'ill'  2"---75-2oCC 

600  HAMILTON  OIL  928     886    722  " 

'5-tC  S.-xe*-(  Der-.s-  CC  SC2C2  3C3-i6i-30CC 

931  HANCOCK  FABRICS         867     813    959  8 

34Cc  iI'tT  '''or      *.c^c   ♦.'■  3;-;C"  ^C■•^^2■2^Si 


722  HANDLEMAN 

5CC  Ci-s  =..-  "■ 

666  HANNA  IM.  A. 


680     656  838 


561     449  655 


709  HANNAFORD  BROTHERS    463     710    824  - 

■-15  P'ecso-  riiil  Rc  ScTTxj-tr.cr   '.'i  ;-iC7i  2C7-Si5-2<?i  1 

549  HARLAND  (JOHN  H.)  868  573  897  'S 
973  HARLET-DAVIDSON         652     751  850 

37CC  I'lJT  .u-ex  Ai'S  V.i-«,ajt=s  A'  5j?j«  i'— 3J2-ic«C 

659  HARNISCHFEGER  455     559  552 

'Z^Z*Z  i-sxci  .one  soor^ec  A'  53C05  -il-i-b/l-iiOC 

436  HARRIS  300     352    429  9 

'Q75  .Ik-  SJoi  a..-:  Vetoj-e  P.  32-9'9  «7.727-5iOC 

695  HABSCO  499     398    674  "5 

11-Z  ^ccior  Cnj-r  ^:   Cane  -lii   -A         '  ~^3-"vC-i 

47S  HARTFOBD  STEAM  784     486     724  '7 

>e  5-r5  5-,  --a-^  a  C«im  2C3-722-'S«e 

^  456  HASBRO  488     436    559  m 

1327  \e--.-.cr-  i.i  =r"-.a='  t  :-2m'  ij'-72^  SOX 
■  7,ViB«T 

"■"•2  :W}  BUSINiv  TEEK  !•»} 


634  HAWAIIAN  ELECTRIC 
861  HECHINCER 
906  HECLA  MINING 

-5-IC  '.'.rera  >  C^e-r  I  , 

64  HEINZ  (H.  J.) 


618     519    382  24 

=m"3  SOS- 5-li- 5662 

526     763    729  8 

:  2:':5  iz-  ii--  yx 

976      951  938 
144       90     307  ■; 


575  HELMEEICH  &  PAYNE      926     676     780  ■■ 

'sTcz  s  2'r  S'  ' Z<  ~fL  ='i-"-i2-5S3" 


676  HENLEY  GROUP 


473     979    328  9 


_ce-r  j-e  -o-c^  SH  03&i2  603-926-5911 

362  HERCULES  268     977  342 

■3-;  vcr-  '.'jif  i'.nr-.rc-:r  Zi  l«3«-l  302-59-1- 5CCC 


217  HERSHEY  FOODS 
44  HEWLETT-PACKARD 

3 ICC  -■xc.sr       =3C  . 

813  HIBERNIA 
385  HILLENBRAND 
255  HILTON  HOTELS 

?336  C-.'C  Ca-a-  >  fe.^r-.  -iSls       5C-209  213-27S-i32' 

950  HOME  BENEFICIAL  936     663    633  "7 

S'SO:  Aer         S-  ^rro-c   .A  2323C  aOi-35&-*i3; 

189  HOME  DEPOT  304     384    628  8 

2727  Paces  Pa—i  ?3  A-a-c  Zi.  3C339  ■«>i-i33-«2 ' ' 


344     278    497  10 

.-e.   ?A  '7033  717.55i-£«)0 

51       46     159  18 

:  CA  =A3C3  i'5-;5--'5:' 

685     547    225  : 


555  491  664  - 
589     387  452 


%ik  HOME  SHOPPING 


637     942    803  S 

O-r:  ".33"'=  5"5-572-5Sc5 


710  HOMEFED  405     373      95  '7 

=  25  5.-:ciri'.r>    Sor  "'lecc   Ci  -2"2'  6'?-i50-cCCC 

311  HOMESTAKE  MINING        809     877    639  "6 

c5C  Cac^ic  S*  So-  ^-xcsrc  CA  =A'3-5  A  "5-*: '-3 '53 

720  HON  INDUSTRIES  72  1      794    9  1  0 

A'A  3cs-  ~-irt      '.'■.•jcr-re  A  53":'  ■■=-2>i-"A3C 


184  HONEYWELL 

-0-e.  .-.=;i  ^CZ; 


143       81  278 

I'lnrexois   *t'j^  5>i05  612-570-5200 


704  HORMEL  (GEO.  A.)         347     51  1     743  "0 

51C  16—  Arc  SE.  Ais-T   VS  555'2  5C7-U7-56"" 

853  HOUGHTON  MIFFLIN        841     840    892  2: 

C'-e  5^cc:r  S'  Ecstr   '.'A  32 "Cc  si 7-725- 5CCC 

353  HOUSEHOLD  INTL.  241     226      63  5 

I'ZC  5crce-5  R:  p-:s»r  -^a~\  I.  6CC70  70e-56t-5COC 

144  HOUSTON  INDUSTRIES      221      101     137  2i 

!-lZC  --js-  Co.  -.:..r5-  T<  77t>27  713-429-30CC 


463  HUBBELL 


694     477    787  9 

Zr^vs   r  C6i77  203-795-5100 


162  HUMANA  201      183    339  i2 

50C  A=5-  '.'ar  5-  O  iC201  5O2-5SO-"0OC 

791  HUNT  (J.  B.)  775     770    856  23 

Scr—  ^.-.ei  ^5  727^5  5C''-^59-3cCC 

561  HUNTINGTON  BANCS.       545     395     135  3 

Sci.—  -cr      C:'L.-ci.5  Cr  A32'5  c"A-i76-430C 


1  IBM 


605  IBP 


15  18 


89     729    584  10 


Bf  A.?  Z-    SE  5i73!  i02-19i-2O61 


550  IDAHO  POWER 


785     458    524  24 


•220  Ass-  ocrc  =•  D  33707  208-383-2200 


938  IE  INDUSTRIES 


823     732    667  24 


419  ILLINOIS  POWER 

53C  3o.—  Z'-  y  Z 


504     989    264  2^ 

I.  :2525  2''"-A2i-ceOC 


239  ILLINOIS  TOOL  WORKS  369  283  510  IS 
535  IMC  FERTILIZER  548     386    51  7  a 

Z' Zy.  So-oers  ?:  v-r— o-x«    -  z-'jZ-zZ  ",  ':-Z~Z'^1ZC 
795  IHB  FINANCIAL  70  1      562     246  3 

Z'-K  .-core  So.cr=   rcicrixO'i   N  A:2cc  3"~-2ic-cOOO 


214  iNGESSOLL-RAND 

2'CC  C-er-t.-  R;od= 


243     244    414  15 

.3>5  V  :7675  201-573-0123 


464  INLAND  STEEL  207     337    397  16 

•C  Asr  Vorro  S-  Cl-iacc  I  606C3  312-316-030O 

888  INSPIRATION  RES.  485     820    691  16 

25.3  -zrx  A,?  Se».  Yart  KT  10177  212-5C3-3100 

723  INTEGRA  FINANCIAL        687     727    220  3 

-:..r        ^   : -30.1-0-  =A  "5222  A-2-oii-7665 

65  INTEL  264     128    329  9 

3Cc5  5c  in  A.=  3a-r  Co-:  CA  53052  i06-765-S080 


486  INTERGRAPH 

35;  C'.ncc  3-  .: 


625     476    716  18 

.  35:2A  2:5-73C-20CC 


798  INTL.  DAIRY  QUEEN        908     838    981  '4 

i~Z'  Srssr  tale-  Jf  >ozf-\riz~:r  'I'S  5;-3"  ; '2-53i>-0200 

279  INTL.  FLAVORS  62  1      325    676  6 

52'  .'.«-  5"-      Se.  -xt  s--  IX"?  212-765-5500 

632  INTERNATIONAL  LEASE     875     552    416  23 

&i«4  Als-rrs  5-.:  -xs  CA  TOU  213-658-7871 

460  INTL.  MINERALS  543     459    477  4 

23 "5  iaxsn  J:  Vr-crtc^   -  60C62  7G8- 561-8600 

949  INTL.  MULTIFOODS         390     786    710    10  i 

\'o~-xci  ":•««•  '.'.meocois  '.'.s  55402  612-3iO-330C 

105  INTERNATIONAL  PAPER      62       42     152  19 

'.'.D-rc-3-.i'*  ;r  ^j^csi  s-  ■0577  914-397-1300 

477  INTERPUBLIC  GROUP       517     513    547  21 

A,=  r  -e  A-src:3  s-   SY  '0020  212-399-8000 

825  IOWA  RESOURCES  862     677    602  24] 

DOC  3nrc  A.e  3e<  Vores  ^  >33C3  5"3-2c'-20:C 

742  IOWA-ILLINOIS  G4E        787     565    578    24 1 

Z'.<  ris*  SecDTc  S*  ;>r>rrDCi"  >s,  525Cc  3*5-52>7''' 

548  IPALCC  ENiERPRISES       723     416    503    24 1 
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FREE  INFORMATION 
FOR  READERS  OF 

Busines^eek 


The  advertisers  listed  here  are  making  information  available 
with  their  compliments.  For  type  of  information,  see 
categories  below.  To  obtain  information,  see  adjoining  page. 


ANNUAL  REPORTS 

1.  ALLTEL  Corporation 

2.  BP 

3.  Eaton  Corporation 

INANCIAL  PRODUaS 
iHD  SERVICES 

4.  American  Society  of 
CLU-ChFC 

5.  Century  21 
Commercial/Investment 
Services 

6.  Chicago  Mercantile 
Exchange 

7.  CIGNA  Corporation 

8.  Continental  Bank 

9.  Credit  Suisse 

LO.  Delta  Dental  Plans 
IL  Franklin  Fund 
L2.  Kemper  National 

Insurance  Companies 
13.  Van  Kampen  Merritt 
L4.  Wausau  Insurance 
J  Companies 

PRODUCTS/SERVICES 

15.  AB  Volvo 

16.  ASK  Computer  Systems 


17.  American  Gas  Association 

18.  Astra  Jet 

19.  Brother  Industries,  Ltd. 

20.  CAST 

21.  Conrail 

22.  Daewoo 

23.  Dillard  Department  Stores 

24.  E.N.I.  Group 

25.  Eastman  Kodak  Company 

26.  Eastman  Kodak  Copy 
Products 

27.  Entergy  Corporation 

28.  General  Motors  -  Cadillac 

29.  Hewlett-Packard 
Peripherals 

30.  Hotel  Lotte 

31.  Konica  Business 
Machines  U.S.A.,  Inc. 

32.  Lincoki  Mercury  Division  - 
1990  Lincoln  Town  Car 

33.  Martin  Marietta 

34.  Mazda  Motor  of  America, 
Inc. 

35.  MicroAge 

36.  Mita  Copystar  America 

37.  NEC  Home  Electronics 


38.  Navistar 

39.  OKILASER400 

40.  Romac  &  Associates 

41.  Samsonite 

42.  Sears  Business  Centers 

43.  Singapore  Telecom 

44.  TNTMailfast 

45.  TNTSkypak 

46.  3M  Data  Storage  Products 
Division 

47.  Universal  Data  Systems 
(UDS) 

48.  Varco-Pruden  Metal 
Buildings 

49.  Yellow  Freight  Systems, 
Inc. 

AREA  DEVELOPMENT 

50.  Henrico  County  Industrial 
Development 

51.  Iowa  Department  of 
Economic  Development 

52.  State  of  Delaware 
Department  of  Economic 
Development 

53.  State  of  North  Carolina 
Department  of  Commerce 

54.  Virginia  Port  Authority 


Alphabetical  List  of  Companies 


The  number  to  the  left  of  the  company  's  name  identifies  its  rant  in  market  value  among  The  Business  Weei  1000. 
for  explanation  of  other  rankings,  see  page  247. 
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534  ITEl  376     77S    320  a 

2  Nortti  Riverside  Ptozo.  Chicago.  IL  60606/312-902-1515 

81  ITT  23      35     31  5 

320  Port  Ave.  New  York.  NY  10O22/212-752-6OOO 


325  JAHES  RIVER  141     205    251  19 

Tredegor  Si,  Richtnood,  VA  23217/804-644-5411 

397  JEFFERSON-PILOT  554     328    304  17 

101  North  Bm  St.  Greensboro,  NC  27420/919-378-2000 

920  JERRICO  700     928    747  14 

101  Jerrico  Or,  Lexington.  KY  40509/606-263-6000 

465  JOHNSON  CONTROLS        214     427    410  9 

5757  N  Green  Boy,  Milwoukee,  Wl  53201/414-228-1200 

20  JOHNSON  S  JOHNSON       81       28    196  12 

One  J8J  Ptao,  New  Brunswick.  NJ  08933/201-524-0400 

512  JOSTENS  667     570    831  15 

5501  Normon  Ctr.  Minneapolis,  MN  55437/612-830-3300 

685  JWP  423     701    631  21 

2975  Westchester  Ave,  Purchase.  NY  10577/914-935-4000 


76 
522 
909 
665 
610 
959 
71 
514 
3J3 
42? 

%  255 
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K  MART  15     154    114  8 

3100  West  Big  Beaver  Rd,  Troy,  Ml  48084/313-643-1000 

KANSAS  CITY  POWER      673     393    412  24 

1330  Baltimore  Si,  Kansas  City.  MO  64105/816-556-2200 

KANS.  CITY  SOUTHERN     781     712    677  23 

114  West  11th  Ave.  Kansas  City,  MO  64105/816-556-0303 

KANSAS  eSE  761     644    438  24 

120  tost  Rr^  SI.  Wichita,  KS  67202/316-261-6611 

KANSAS  POWER  556     499    480  24 

818  Konsos  Ave.  Topeko.  KS  66601/913-296-6300 

KAUFMAN  S  BROAD       510     469    544  13 

11601  Wilshire  Blvd.  Los  Angeles.  CA  90025/213  312-1200 

KELLOGG  189     116    360  10 

One  Kellogg  Squcre.  Bottle  Creek,  Ml  49016/616-961-2000 

KEILY  SERVICES  494     512    854  21 

999  West  Big  Beaver  Rd.  Troy.  Ml  48084/313-362-4444 

KEMPER  301     217     124  17 

Route  22,  Long  Grove.  II  60049/708-540-2000 

KENTUCKY  UTILITIES       762     466    695  24 

One  Quality  Si,  Lexington,  KY  40507/606-255-2100 

KERR-McGEE  270     345    362    1  1 

;(e»T  McGee  Center.  OkWiomo  City.  OK  73125/405-270-1313 


507  KEYCORP  438     330    102  3 

One  KeyCorp  Pkizo,  ABjony,  NY  12201/518-486-8000 

615  KEYSTONE  INTL.  857     713    867  15 

9600  West  Gull  Bank  Or,  Houston,  TX  77040/713-466-1176 

827  KIMBALL  INTL.  709     694    875  6 

1600  Royol  St,  Jasper,  IN  47546/812-482-1600 

116  KIMBERLY-CLARK  151      115    288  19 

545  Carpenter  Fwy,  Dallas,  TX  75062/214-830-1200 


524  KING  WORLD 


829     480  852 


12400  Wilshire  Blvd,  Los  Angeles,  CA  90025/213-826-1108 

216  KNIGHT-RIDDER  360     267    462  20 

One  Herald  Plaza,  Miami,  K  33132/305-376-3800 

731  KOGER  PROPERTIES        959     925    748  13 

3986  Blvd  Center  Dr.  Jotksonville,  R  32207/904-396-4811 

508  KROGER  27     947    321  10 

1014  Vine  St,  andnnoti,  OH  45201/513-762-4000 


730 
557 
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L.  A.  GEAR  712     591     927  6 

4221  Redwood  Ave.  Los  Angeles.  CA  90066/213-822-1995 

LAFARGE  467     418    534  13 

11130  Sunrise  Valley  Dr.  Restoo.  VA  22091/703-264-3600 

LANCE  825     657    914  10 

8600  South  Blvd.  Chorlotte.  NC  28232/704-554-1421 

LANDS'  END  750     781     964  8 

One  Lands'  End  Lone.  Oodgeville.  W1  53595/608-935-9341 

lAWSON  PRODUCTS        942     848    987  21 

1666  Eost  Touhy  Ave.  Des  Ploines.  IL  60018/708-827-9666 

LA-Z-BOY  CHAIR  732     792    883  6 

1284  North  Telegraph  Rd.  Monroe.  Ml  48161/313-242-1444 

LEE  ENTERPRISES  901     671    886  20 

130  East  Second  St.  Davenport,  lA  52801/319-383-2107 

LEGENT  966     830    965  18 

Two  Allegheny  Center,  Phtsburgh,  PA  15212/412-323-2600 

LEG6ETT  S  PIATT         592     652    788  6 

One  Leggett  Rd.  Corthoge.  MO  64836/417-358-8131 

LIBERTY  860     738    539  17 

Wodc  Hampton  Blvd,  Greenville,  SC  29602/803-268-81 1 1 

LILLY  (ELI)  206      34    253  12 

Uly  Corporate  Center,  Indianapolis.  IN  46285/317-276-2000 

LIMITED  190     143    434  8 

One  Umited  Pkwy,  Columbus,  OH  43230/614-479-7000 

LIN  BROADCASTING        911     579    761  20 

1370  Ave  of  the  Americos,  NY,  NY  10019/212-765-1902 

LINCOLN  NATIONAL         103     187      72  17 

1300  South  Clinton  St,  Fort  Wayne.  IN  46801/219-427-2000 

LINCOLN  TEIECOMMS.      949     822    900  22 

1440  M  St.  Uncoln.  NE  68508/402-474-2211 


343  LITTON  INDUSTRIES        176     268    272  9 

360  N.  Crescent  Dr,  Beverly  MBs,  CA  90210/213-859-5000 

299  LIZ  CLAIBORNE  487     282    707  6 

1441  Broadway,  New  York.  NY  10018/212-354-4900 

281  LOCKHEED  78     911     219  1 

4500  Pork  Gronodo  Blvd,  Colobo^.  CA  91399/818-712-2000 

598  LOCTITE  797     571    851  4 

10  Columbus  Blvd.  Hortford,  a  06106/203-520-5000 

62  LOEWS  59      37     45  17 

667  Modison  Ave,  New  York,  NY  10021/212-545-2000 

292  LONG  ISLAND  LIGHTING    351     976    185  24 

175  East  Old  Country  Rd.  Hicksville.  NY  11801/516-933-4590 

580  LONGS  DRUG  STORES      379     549    798  12 

141  North  Gvic  Dr.  Walnut  Creek,  CA  94596/415-937-1170 

700  LONGVIEW  FIBRE  686     555    732  7 

End  of  Fibrewoy.  Longvicw.  WA  98632/206-425-1550 


1  LORAL  549     518    551  9 

600  Third  Ave.  New  York,  NY  10016/212-697-1105 

4  LOTUS  DEVELOPMENT      743     522    776  18 

55  Combridge  Pkwy,  Combridge.  MA  02142/617-577-8500 

3  LOUISIANA  LAND  665     642    601  11 

909  Poydras  St.  New  Orleans.  LA  70112/504-566-6500 

7  LOUISIANA-PACIFIC         385     255    471  19 

111  SW  Fifth  Ave,  Portkmd,  OR  97204/503-221-0800 

2  LOUISVILLE  GSE  692     487    487  24 

31 1  West  Chestnut  St.  Louisv9e,  KY  40232/502-627-2000 

2  LOWE'S  318     492    615  8 

Hwy  268  East,  N.  Wilkesboro,  NC  28659/919-651-4000 

6  LSI  LOGIC  748     953    730  9 

1551  McCarthy  Blvd,  Milphos,  CA  95035/408-433-8000 

4  LUBRIZOL  528     432    678  4 

29400  Lakdond  Blvd.  Wickl'rHe.  OH  44092/216-943-4200 

2  lUBY'S  CAFETERIAS        894     774    946  14 

2211  NE  Loop  410  Son  Antonio,  TX  78265/512-654-9000 

2  LYONDELL  165     132    598  11 

1221  McKinney  St,  Houston,  TX  77010/713-652-7200 


640  MAGMA  POWER  989     844    911  24 

11770  Bernardo  PI,  San  Diego,  CA  92128/619-487-''412 

733  MANOR  CARE  693     821     706  12 

10750  Columbia  Pike,  Silver  Spring,  MD  20901/301-681-9400 

259  MANUF.  HANOVER  99     995      20  3 

270  Pork  Ave,  New  York.  NY  10017/212-270-6000 

638  MANUFACTURERS  NATL.    564     396    157  3 

Renaissance  Cemer.  Detroit.  Ml  48243/313-222-4000 

896  MANVILLE  367     274    409  13 

717  17th  St.  Denver.  CO  80202/303-978-2000 
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(11  HAPCO  378     370    560  n 

1800  South  Baltimore  Ave,  Tulsa,  OK  74119/918-581-1800 

95  HARION  HERBEIL  DOW    571     648    495  12 

9300  Ward  Pkwy,  Kansas  Gty,  MO  64114/816-966-4000 

229  HARRIOTT  111     265    223  14 

Marriott  Dr.  Washington,  DC  20058/301-380-9000 

119  MARSH  S  MclENNAN      340     169    470  17 

1221  Are  of  the  Americas.  NY,  NY  10020/212-997-2000 

S57  MARSHALL  i  ILSLEY       654     455    212  3 

770  North  Wotcr  Si,  Mnwoukec,  Wl  53202/414-765-7801 

296  MARTIN  MARIETTA         149     162    353  1 

6801  Rockledge  Dr,  Bethcsdo,  MD  20817/301-897-6000 

161  MASCO  262     222    347  6 

21001  Van  Bom  Rd,  ToYlor,  Ml  48180/313-274-7400 

S07  MASCO  INDUSTRIES        433     645    450  2 

21001  Von  Bom  Rd,  Taylor,  Ml  48180/313-274-7405 

536  MATTEL  525     475    709  14 

5150  Rosecrans  Ave,  Howthome,  CA  90250/213-978-5159 

S23  MAXUS  ENERGY  720     958    545    1  1 

717  North  Horwood  St,  Dallas,  TX  75201/214-953  2000 

m  MAXXAM  343     367    363  16 

10880  Wilshire  Blvd,  Los  Angdes,  CA  90024/213-474-6264 

92  HAY  DEPT.  STORES         85      86    197  8. 

611  Olive  St,  St.  Uxjis,  MO  63101/314-342-6300 

337  HAYTA6  269     337    432  6 

403  West  Fourth  St  North.  Nevrton.  lA  50208/515-792-8000 

182  HBIA  946     411     502  17 

113  King  St,  Amwnk.  NY  10504/914-273-4545 

166  HCA  247     206    312  14 

100  Univ.  Crty  Plozo.  Universal  Oty,  CA  91608/818-777  1000 

88  HcCAW  CELLULAR  782     990    387  22 

5400  Carioloo  Point,  Kirklond,  WA  98033/206-827-4500 

S74  HcCLATCHY  NEWS.         854     739    833  20 

2100  Q  St,  Sacramento,  CA  95816/916-321-1000 

S90  McCORHICK  521     608    701  lO 

11350  McCormick  Rd,  Hunt  Valley,  MD  21031/301-771-7301 

537  HcDERMOTT  INTL.         308     978    367  15 

1010  Common  St,  New  Orieons,  U  70112/504-587-5400 

42  McDonald  s  142     54   172  m 

One  McDonald  s  Plaza,  Oak  Brook,  IL  60521/312-575-3000 

286  McDonnell  douglas     37    960  117  1 

McDonnell  &  Airport  Rd.  St.  Louis.  MO  63134/314-232-0232 

245  McGRAW-HILL  417     695    453  20 

1221  Ave  of  the  Americas.  NY,  NY  10020/212-512-4444 

52  MCI  COMMUNICATIONS     132      69    237  22 

1133  19th  St  NW,  Washington,  DC  20036/202-872  1600 

405  McKESSON  108     399    436  12 

One  Post  St,  San  Fnndsco,  CA  94104/415-983-8300 

833  MCN  508     619    573  24 

500  Griswold  St,  Detroit,  Ml  48226/313-256-5500 

916  MDU  resources  GROUP  873     714    670  24 

400  North  4th  St.  Bismarck,  ND  58501/701.222-7900 

315  HEAD  192     229    341  19 

Courthouse  Ptozo  NE.  Doyton.  OH  45463/513-222-6323 

908  HEASUREX  897     690    891  9 

One  Resuhs  Woy.  Cupertino.  CA  95014/408-255-1500 

566  HEDCO  CONTAINHENT      628     938    816  12 

1900  Polltti  Dr.  Fair  Lawn.  NJ  07410/201-794-9010 

656  MEDIA  GENERAL  716     855    723  20 

333  Eosi  Grace  St,  Richmond,  VA  23219/804-649-6000 


839  MEDICAL  CARE  INTL.       965     882    954  12 

5080  Spectrum  Dr,  Dallas,  TX  75248/214-490-3190 

356  HEDTRONIC  650     409    718  12 

7000  Central  Ave  NE,  Minneapolis,  MN  55432/612-574-4000 

564  HELLON  BANK  232     266      49  3 

One  Melkxi  Bonk  Ccntei  ,  Pittsburgh,  PA  15258/412-234-5000 

126  HELVIILE  109     126    388  8 

3000  Westchester  Ave,  Harrison,  NY  10528/914-253-8000 

689  HENTOR  GRAPHICS         855     658    874  18 

8500  SW  Creekside  PI,  Beoverton,  OR  97005/503-626-7000 

868  HERCANTILE  BANCOR.     670     926    217  3 

Mercanhle  Bonk  Tower,  St  Louis,  MO  63166/314-425-2525 

711  HERCANTILE  BANKS.       824     546    335  3 

Two  Hopkins  Plozo,  BaWmore,  MD  21203/301-237-5900 

417  HERCANTILE  STORES       357     339    528  8 

128  West  31si  Si,  New  Yort,  NY  10001/212-560-0500 

922  HERCHANTS  NATIONAL     754     686    265  3 

One  Merchants  Plazo,  Indianapolis,  IN  46255/317-267  7000 

7  HERCK  128       15    221  12 

126  East  Uncoln  Ave,  Rahwoy,  NJ  07065/201  594-4000 

740  HEREDITH  643     764    751  20 

1716  Locust  St.  Des  Moines.  lA  50336/515-284-3000 

677  HERIDIAN  BANCORP       542     438     131  3 

35  North  Sixth  St.  Reading.  PA  19603/215-320-2000 

272  HERRILL  LYNCH  63     987      19  17 

North  Twr,  WoHd  End  Ctr,  NY,  NY  10281/212-449-1000 

944  HERRY-60-R0UND         793     846    955  8 

3300  Fashion  Way.  Joppo.  MD  21085/301-538  1000 

930  HETCALF  S  EDDY  944     878    942  21 

30  Harvard  Mill  Square,  WakefieW,  MA  01880/617-246-5200 

404  HETRO  HOBILE  CTS        963     964    859  22 

110  East  59th  St,  New  York,  NY  10022/212-605-0800 

955  HEYER  (FRED)  368     760    692  8 

3800  S£  22nd  Ave,  Portland.  OR  97202/503-232-8844 

582  HGH/UA  COHHUNS.       609     962    595  14 

450  North  Roxbury  Dr.  Beverty  Hills.  CA  90210/213-281-4000 

719  HICHIGAN  NATIONAL       661     261     139  3 

27777  Inksler  Rd,  Ffflmington  Hills,  Ml  48018/313-473-8600 

806  HICRON  TECHNOLOGY      843     494    756  9 

2805  East  Columbia  Rd,  Boise,  ID  83706/208  383-4000 

85  HICROSOFT  602     235    686  18 

16011  NE  36th  Way,  Redmond,  WA  98073/206-882-8080 

621  MIDLANTIC  355     240      76  3 

Metro  Par*  Pkizo,  Eifison,  NJ  08818/201-321-8000 

855  MIDWEST  ENERGY  736     598    632  24 

401  Douglas  St,  Sioux  Gty,  lA  51102/712-277-7400 

814  MILLER  (HERHAN)  648     696    815  18 

8500  Byron  Rd,  Zeeland,  Ml  49464/616-772-3300 

635  HILIIPORE  697     604    774  9 

80  Ashby  Rd,  Bedford,  MA  01730/617-275-9200 

985  HINE  SAFETY  836     795    858  12 

121  Gamma  Dr,  Pittsburgh,  PA  15238/412-967-3000 

21  HINNESOTA  HINING         53       20     166  15 

3M  Center,  St  Paul,  MN  55144/612-733-1110 

649  MINNESOTA  POWER        802     444    532  24 

30  West  Superior  St,  Duluth,  MN  55802/218-722-2641 

526  MITCHELL  ENERGY  698     773    468    1  1 

2001  Timberioch  PI.  The  Woodl<iids.  TX  77387/713-363-5500 

345  MNC  FINANCIAL  276     204      66  3 

10  Ught  St.  Baltimore.  MD  21202/301-244-5000 


13  MOBIL  5      12     35    1  1 

150  East  42nd  St,  New  York,  NY  10017/212-883-4242 

511  MOLEX  734     545    794  9 

2222  Wellington  Court,  Usie,  IL  60532/708-969-4550 

75  MONSANTO  96      61     181  4 

800  North  Undbergh  Blvd,  St.  Louis,  MO  63167/314-694-1000 

517  MONTANA  POWER  791     493    481  24 

40  East  Broodwoy,  Butte,  MT  59707/406-723-5421 

267  HORGAN  STANLEY  148     107      25  17 

1251  Ave  of  the  Americas,  NY,  NY  10020/212-703-4000 

83  HORGAN  (J.  P.)  70    1000      10  3 

23  Wall  St,  New  Yorft,  NY  10015/212-483-2323 

862  HORRISON  619     754    903  14 

4721  Morrison  Dr.  Mobile,  AL  36625/205-344-3000 

729  HORRISON  KNUDSEN       370     755    737  21 

720  Pork  Blvd,  Boise,  ID  83729/208-386-5000 

352  HORTON  INTL.  466     435    553  4 

110  North  Wocker  Dr,  Oiicogo,  IL  60606/312-807-2000 

54  HOTOROLA  83       88    201  9 

1303  East  Algonquin  Rd,  Schoumburg.  IL  60196/708-397-5000 

570  HULTIHEDIA  803     702    849  20 

305  South  Main  St.  Greenville.  SC  29602/803-298-4373 

388  HURPHY  OIL  434     646    465    1  1 

200  Peach  St,  El  Dorado,  AR  71730/501-862-6411 

622  MYLAN  LABORATORIES     978     856    976  12 

1030  Century  BIdg,  Pittsburgh,  PA  15222/412-232-0100 


840  NACCO  INDUSTRIES         538     596    513    1  1 

12800  Shaker  Blvd,  Cleveland,  OH  44120/216-752  1000 

346  NALCO  CHEMICAL  575     355    682  4 

One  Nolco  Center,  Noperville,  IL  60566/708-305-1000 

991  NASHUA  747     876    839  18 

44  Franklin  St,  Nashua.  NH  03061/603-880-2323 

278  NATIONAL  CITY  324     192      79  3 

1900  East  Ninth  St.  Oevetand.  OH  44114/216-575-2000 

968  NATIONAL  DATA  902     829    928  18 

Notionol  Data  Plazo.  Atlonto.  GA  30329/404-728-2000 

654  NATIONAL  FUEL  GAS       612     577    546  24 

10  Lafayette  Square.  Buffalo.  NY  14203/716-857-7000 

469  NATL.  HEALTH  LABS.      844     534    885  12 

7590  Fay  Ave.  La  Jollo.  CA  92037/619-454-3314 

943  NATIONAL  INTERGROUP    277     930    506  5 

20  Slanwix  St.  Pittsburgh.  PA  15222/412-394-4100 

241  NATL.  MEDICAL  ENTS.      213     231     326  12 

2700  Colorado  Ave.  Santa  Monica,  CA  90404/213-315-8000 

599  NATL.  SEMICONDUCTOR    450     986    575  9 

2900  Semiconductor  Dr,  Santo  Ckra,  CA  95052/408-721  5000 

420  NATL.  SERVICE  INDS.      458     423    694  9 

1420  Peochtrce  St  NE,  Atlanto,  GA  30309/404-853  1000 

498  NAVISTAR  INTL.  202     448    349  2 

455  N.  City  Front  Plazo.  Chicago.  IL  60611/312-836-2000 

277  NBD  BANCORP  325     195      65  3 

611  Woodwvd  Ave,  Dehnit,  Ml  48226/313-225-1000 

802  NCH  711     692    870  6 

2727  Chemseordi  Blvd.  Irving,  TX  75062/214-438-0211 
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NCNB  137     105      18  3 

One  NCNB  Pima,  Choriotte,  NC  28255/704-374-5000 

NCR  146     121    305  18 

1700  South  Patterson  Blvd.  Dayton.  OH  45479/513-445-5000 

NEIMAN-MARCUS  CROUP  447     757    650  8 

27  Boylston  St.  Chestnut  Hill.  MA  02167/617-232-0760 

NERCO  677     521     590  1I 

500  NE  MuNnomo  St,  Portland,  OR  97232/503-731-6600 

NETWORK  EQUIPMENT      939     857    939  18 

800  Soqinow  Dr.  Redwood  City,  CA  94063/415-366  4400 

NETWORK  SYSTEMS         962     879    920  18 

7600  Boone  Ave  N.,  Minneapolis,  MN  55428/612-424-4888 

NEUTROGENA  929     800    984  6 

5760  West  96ih  St.  Los  Angeles,  CA  90045/213-642-1150 

NEVADA  POWER  833     616    634  24 

6226  West  Sahara  Ave.  Las  Vegas.  NV  89151/702-367-5000 

NEW  ENGLAND  ELECTRIC  443     305    319  24 

25  Research  Dr.  Westtwro.  MA  01582/508-366  9011 

NEW  PLAN  REALTY         992     758    901  13 

1120  Ave  ol  the  Americas.  NY.  NY  10036/212-869-3000 

NEW  YORK  STATE  ESG    484     290    297  24 

4500  Veslnl  Pkwy  Eost.  Binqhomton.  NY  14851/607  347-4131 

NEW  YORK  TIMES  420     520    457  20 

229  West  43rd  St.  New  York.  NY  10036/212-556-1234 

NEWELL  557     456    698  15 

29  East  Stephenson  St.  Freeporf.  IL  61032/815-235-4171 

NEWMONI  GOLD  742     363    765  16 

1700  Uncoln  St.  Denver.  CO  80203/303-863-7414 

NEWMONT  MINING         726     344    568  16 

1700  Uncoln  St.  Denver.  CO  80203/303-863-7414 

NIAGARA  MOHAWK         290     301     204  24 

300  Ene  Boulevard  West.  Syracuse.  NY  13202/315-474  151 1 

NICOR  449     356    461  24 

1700  West  Ferry  Rd.  Noperville.  IL  60563/312-242-4470 

NIKE  399     248    685  6 

9000  SW  Nimbus.  Beavcrton.  OR  97005/503-644-9000 

NIPSCO  INDUSTRIES        459     329    346  24 

5265  Hohmon  Ave.  Hammond,  IN  46320/219-853-5200 

NL  INDUSTRIES  587     280    540  11 

3000  N  Sam  Houston.  Houston.  TX  77032/713-987-4000 

NOBLE  AFFILIATES         925     843    804    1  1 

no  West  Broadway.  Ardmore.  OK  73401/405  223-4110 

NORDSON  893     748    970  15 

28601  Clemens  Rd,  Westlake,  OH  44145/216-892  1580 

NORDSTROM  312     375    509  8 

1501  Fffth  Ave,  Seattle,  WA  98101/206-628-2111 

NORFOLK  SOUTHERN        194      67     158  23 

Three  Commercial  H.  Norfolk.  VA  23510/804-629-2600 

NORTHEAST  UTILITIES      366     209    232  24 

107  Sheldon  St.  Bertin.  Q  06037/203-665-5000 

NORTHERN  STATES         389     220    303  24 

414  Nicollet  Moll.  Minneopolis.  MN  55401/612-330-5500 


492  NORTHERN  TRUST  527     379     149  3 

50  South  LoSolle  Si.  Chicago,  IL  60675/312  630-6000 

619  NORTHROP  169     971     368  1 

1840  Centur/  Par*  E  ,  Los  Angeles.  CA  90067/213-553-6262 

410  NORTON  462     488    611  15 

120  Front  St.  Worcester.  MA  01608/508-795-5000 

335  NORWESI  286     213      74  3 

6th  8,  Marquette,  Minneopolis,  MN  55479/612-667-1234 

403  NOVELL  828     607    863  18 

122  Eost  1700  South.  Prove.  LTl  84601/801-379  5900 

440  NUCOR  512     575    656  16 

4425  Randolph  Rd.  Choriotte,  NC  28211/704-366-7000 

904  NWNL  491     603     191  17 

20  Washington  Ave  S  ,  Minneapolis.  MN  55401/612-372-5432 

28  NYNEX  44      47      64  22 

335  Madison  Ave,  New  Yorii.  NY  10017/212-370-7400 


0 


70  OCCIDENTAL  PETROLEUM    24     200      86  11 

10889  Wilshire  Blvd.  Los  Angeles.  CA  90024/213  879  1700 

416  OCEAN  DRILLING  881     669    688    1  1 

1600  Conal  Si.  New  Orieons.  U  70112/504-561-2811 

957  OCTEL  COMMUNICATIONS  974     888    986  22 

890  Tosmon  Dr.  MilpHos.  CA  95035/408  942-6500 

487  OCDEN  497     528    413  5 

Two  Pennsylvania  Ploza.  New  Yorit.  NY  10121/212-868  6100 

574  OGDEN  PROJECTS  874     816    489  24 

40  Lone  Rd.  Foirfield,  NJ  07007/201-882-9000 

518  OHIO  CASUALTY  457     414    374  17 

136  North  Third  St,  Homihon.  OH  45025/513-867-3000 

210  OHIO  EDISON  371      133    200  24 

76  South  Main  St,  Akron,  OH  44308/216-384-5100 

392  OKLAHOMA  6SE  553     342    422  24 

321  N.  Harvey.  Oklahoma  City.  OK  73101/405-272-3000 

662  OLD  KENT  FINANCIAL      624     457     193  3 

One  Vondenberg  Ctr.  Grand  Rapids.  Ml  49503/616-771-5000 

842  OLD  REPUBLIC  INTL.       550     615    375  17 

307  North  Michigan  Ave.  Chicago.  IL  60601/312-346-8100 

483  OlIN  329     346    486  4 

120  Long  Ridge  Rd.  Stamford.  O  06904/203-356-2000 

926  OMI  932     796    812  23 

90  Pari!  Ave,  New  Yori<,  NY  10016/212-986-1960 

725  OMNICOM  GROUP  585     643    563  21 

437  Madison  Ave,  New  Yoric.  NY  10022/212-415  3600 

891  ONEOK  705     706    648  24 

100  West  Fifth  St.  Tulsa.  OK  74103/918-588-7000 

188  ORACLE  SYSTEMS  659     421     783  18 

20  Davis  Dr.  Belmont.  CA  94002/415-598-8000 


918  ORANGE  &  ROCKLAND     757     661    681  24 

One  Blue  Hill  Plaza.  Peari  River.  NY  10965/914-352-6000 

910  ORION  PICTURES  774     883    700  14 

711  Ftfth  Ave.  New  Yorii.  NY  10022/212-758-5100 

128  ORYX  ENERGY  534     595    318  11 

5656  Blockwell.  Dallos.  TX  75231/214-890-6000 

779  OSHKOSH  B'GOSH  884     708    960  6 

112  Otter  Ave.  Oshkosh,  Wl  54901/414-231-8800 

797  OUTBOARD  MARINE        483     913    600  14 

100  Seo  Horse  Dr.  Woukegon.  IL  60085/703-689-6200 

558  OVERSEAS  SHIPHOIDING  887     613    554  23 

1114  Ave  ol  the  Americas.  NY.  NY  10036/212-869-1222 

568  OWENS-CORNING  278     276    483  13 

Fibcrglos  Tower.  Toledo.  OH  43659/419-248-8000 


377  PACCAR  248     210    380  2 

777  106th  Ave  NE,  Bellevue,  WA  98004/206-455-7400 

199  PACIFIC  ENTERPRISES      125     227    208  24 

801  So-jth  Grand  Ave.  Los  Angeles.  CA  90017/213-895-5000 

49  PACIFIC  GAS  S  ELECTRIC   97       39      82  24 

77  Beole  St.  San  Francisco.  CA  94106/415-972-7000 

533  PACIFIC  TELECOM  699     495    591  22 

805  Broodwoy.  Vancouver.  WA  98660/206-696-0983 

22  PACIFIC  TELESIS  GROUP     84       21      84  22 

130  Kearny  St.  San  Francisco.  CA  94108/415-882-8000 

112  PACIFICORP  226      98     132  24 

700  NE  Multnomah,  Portland.  OR  97232/503-731-2000 

882  PAINEWEBBER  GROUP      287     614      91  17 

1285  Ave  ol  the  Americas.  NY.  NY  10019/212-713-2000 

425  PALL  767     568    734  5 

30  Seo  CliH  Ave.  Glen  Cove.  NY  11542/516-671-4000 

863  PAN  AM  233     993    441  23 

Pan  American  Bklg.  New  Yorii.  NY  10166/212-880-1234 

263  PANHANDLE  EASTERN      299     517    238  24 

5400  Westheimer  Court.  Houston.  TX  77056/713-627-5400 

114  PARAMOUNT  COMMONS.    242     851     216  14 

15  Columbus  Orcle.  New  Yorii,  NY  10023/212-373-8000 

878  PARK  COMMUNICATIONS  950     870    905  20 

Terrace  Hill.  Ithaca.  NY  14850/607-272-9020 

788  PARKER  DRILLING  970     959    921  11 

Poricer  Bkfg,  8  East  Third  SI.  Tulsa.  OK  74103/918-585-8221 

402  PARKER  HANNIFIN         334     413    484  15 

17325  Euclid  Ave,  Qeveland,  OH  44112/216-531-3000 

367  PENN  CENTRAL  428     273    372  5 

One  East  Fourth  St.  Ondnnoti.  OH  45202/513-579-6600 

60  PENNEY  (J.  C.)  33      49    123  8 

14841  North  Dollos  Pkv»y.  Dalkis.  TX  75240/214-591-1000 
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200  PENNSYLVANIA  POWER    350     141     202  24 

Two  Norlti  Ninth  St.  Allentown.  PA  I810I/21S'770-S1S1 

213  PENNZOIL  353     2t4    301  ii 

PeiwoiT  PI,  Houston.  TX  77252/713-546-4000 

$88  PENUIR  544     717     725  15 

1700  West  Hwy  36.  St  Poul.  MN  55113/612-636-7920 

617  PEOPLES  ENERGY  518     446    521  24 

122  South  Michigan  Ave,  Oiicogo,  IL  60603/312-431-4000 

713  PEP  BOYS  669     715    766  2 

3111  W.  Allegheny,  Philodelphia,  PA  19132/215-229-9000 

29  PEPSICO  36      38    106  6 

700  Anderson  Hni  Rd,  Purchase,  NY  10577/914-253-2000 

519  PEBKIN-ELHER  644     666    658  9 

761  Moin  Ave,  Norwolk,  G  06859/203-762-1000 


499  PETRIE  STORES  516     753  696 

70  Enterprise  Ave,  Secoucus,  NJ  07094/201-866-3600 


46  PFIZER  156      60     199  12 

235  Eost  42nd  St.  New  York.  NY  10017/212-573-2323 

290  PHELPS  DODGE  309     191     425  16 

2600  North  Cent-Til  Ave.  Phoenix.  AZ  85004/602-234-8100 

757  PHH  408     610    309  23 

11333  McCormick  Rd.  Hunt  Volley.  MD  21031/301-771-3600 

168  PHILADELPHIA  ELECTRIC   246       74     122  24 

2301  Mortet  SI.  Philodelphia.  PA  19101/215-841-4000 

5  PHILIP  MORRIS  8       6     36  6 

120  Port  Ave.  New  York.  NY  10017/212-880-5000 

866  PHILIPS  INDUSTRIES       603     699    821  15 

4801  Springfield  St.  Dayton.  OH  45431/513-253-7171 

89  PHILLIPS  PETROLEUM        50     225     143    1  1 

Fourth  &  Keder,  Bortlesville.  OK  74004/918  661-6600 

912  PIC  N'  SAVE  805     693    888  8 

2430  E.  Del  Amo,  Domingucz.  CA  90220/213-537-9220 

901  PIER  1  IMPORTS  789     824    882  6 

301  Commerte  St.  Fort  Worth.  TX  76102/817-878-8000 

451  PINNACLE  WEST  465     291     108  24 

2828  North  Central  Ave.  Phoenix.  AZ  85004/602-234-1142 

444  PIONEER  HI-BRED  622     498    625  10 

400  Locust.  Des  Moines.  lA  50309/515-245-3500 

177  PITNEY  BOWES  293     910    263  18 

WorW  Headquarters.  Stamford.  Q  06926/203-356-5000 

671  PITTSTON  445     917    673    1  1 

One  Pickwick  Plozo.  Greenwich.  O  06830/203-622  0900 

786  PITTWAY  631     750    763  5 

333  Skokie  Blvd.  Northbrook.  IL  60065/708-498-1260 

169  PNC  FINANCIAL  191     129     30  3 

Fifth  Ave  &  Wood  St.  Pittsburgh.  PA  15222/412-762-2666 

257  POLAROID  403     316    504  14 

549  Technology  Square.  Cambridge.  MA  02139/617-577-2000 

696  POLICY  MANAGEMENT      904     802    841  17 

One  Wilson  Blvd.  BIythewood.  SC  29016/803-735-4000 

595  PORTLAND  GENERAL       651     918    419  24 

121  SW  Salmon.  Portland.  OR  97204/503-226-8333 

471  POTLATCH  529     331     511  7 

One  Maritime  Plaza,  Son  Froidsco.  CA  94111/415-576-8800 

301  POTOMAC  ELECTRIC        490     230    298  24 

1900  Pennsylvania  NW,  Wash,  DC  20068/202-872-2000 

135  PPG  INDUSTRIES  152      99    260  13 

One  PPG  PI.  Pittsburgh.  PA  15272/412-434-3131 

790  PRECISION  CASTPARTS     815     801     880  16 

4600  SE  Homey  Dr.  Portlond.  OR  97206/503-777-3881 


555  PREMARK  INTL.  322     479    505  5 

1717  Deerfield  Rd.  Deerfield.  II  60015/708-405-6000 

401  PREMIER  INDUSTRIAL      713     501     904  21 

4500  Euclid  Ave.  aevelond.  OH  44103/216-391-8300 

313  PRICE  167     350    583  8 

4649  Moreno  Blvd.  Son  Diego.  CA  92117/619-581-4600 

892  PRICE  (T.  ROWE)  952     777    980  17 

100  East  Pratt  St,  Bohimore.  MD  21202/301-547-2000 

879  PRIME  MOTOR  INNS        835     483    580  14 

700  Route  46  East,  Fairfield,  NJ  07006/201-882-1010 


198  PRIMERICA  154     173  92 

65  East  55th  Si,  New  Yort,  NY  10022/212-891-8900 

17  PROCTER  S  GAMBLE        20       18  93 

Two  PgiG  Ptoo,  Ondnnati,  OH  45202/513-983-1100 


17 


8  :  571  PROGRESSIVE 


492     482  408 


17 

6000  Porldond  Blvd,  Moyfidd  Hts,  OH  44124/216-464-8000 

652  PROMUS  606     294    586  14 

1023  Cherry  Rd,  Memphis,  TN  38117/901-762-8600 

505  PROVIDENT  LIFE  320     309     133  17 

One  Fountoin  Square,  Chottonoogo,  TN  37402/615-755-1011 

573  PSI  HOLDINGS  580     326    475  24 

1000  East  Moin  St,  Ploinfield,  IN  46168/317-839-9611 

446  PS  OF  COLORADO  424     306    385  24 

550  15th  Si,  Denver,  CO  80202/303-571-7511 

772  PS  OF  NEW  MEXICO       710     462    442  24 

Alvorodo  Square,  Albuquerque.  NM  87158/505-768-6500 

107  PUBLIC  SERVICE  ENT.      184       79     119  24 

80  Port  Plozo,  Newort,  NJ  07101/201-430-7000 

951  PUGET  SOUND  BANCORP  806     788    315  3 

1119  Pacific  Ave,  Tocomo,  WA  98402/206  593-3600 

485  PUGET  SOUND  POWER     616     365    444  24 

Pugel  Power  BIdg,  Bellevue,  WA  98004/206-454-6363 


Q 


178  OUAKER  OATS  153     250    376  10 

321  North  aork  St,  Chicago,  IL  60610/312-222-7111 

981  OUAKER  STATE  640     897     731  11 

255  Elm  Si,  Oil  Giy,  PA  16301/814-676-7968 

983  OUANTUM  848     687    940  18 

1804  McCorihy  Blvd,  Milpitos,  CA  95035/408-432-1100 

810  QUANTUM  CHEMICAL       313     378    386  4 

99  Pork  Ave,  New  Yoric,  NY  10016/212-949-5000 

658  QUESTAR  776     627    643  24 

180  Eost  Hrsi  South,  Sah  Lake  City,  UT  84147/801-534-5000 


R 


117  RALSTON  PURINA  122     142    306  10 

Checkerboard  Square,  Si.  Louis,  MO  63164/314-982-1000 

531  RAYCHEM  565     817    593  9 

300  Constimiioo  Or,  Menio  Park,  CA  94025/415-361-3333 

151  RAYTHEON  93      84    274  9 

141  Spring  Si,  Lexington,  MA  02173/617-862-6600 


221  READER'S  DIGEST  404     279    556  20 

Reoder  s  Digest  Rd,  Pleosontville,  NY  10570/914-238-1000 

306  REEBOK  INTERNATIONAL  412     272    607  6 

100  Technology  Cir,  Sloughlon,  MA  02072/617-341-5000 

857  RELIANCE  GROUP  210     849     155  17 

55  East  52nd  St,  New  Yoric,  NY  10055/212-909-1100 

400  REPUBLIC  NEW  YORK      321     828      67  3 

452  Fifth  Ave,  New  Yorit,  NY  10018/212-525-5000 

191  REYNOLDS  METALS         138      82    271  16 

6601  West  Brood,  Richmond,  VA  23230/804-281-2000 

421  RITE  AID  263     461     536  12 

431  Railroad  Ave,  Shiremanstown,  PA  17011/717-761-2633 

390  ROADWAY  SERVICES       315     424    596  23 

1077  Gorge  Blvd,  Akron,  OH  44309/216-384-8184 

702  ROCHESTER  G&E  633     509    496  24 

89  East  Ave,  Rochester,  NY  14649/716-546-2700 

586  ROCHESTER  TELEPHONE    741     617    651  22 

180  South  Clinton  Ave,  Rochester,  NY  14646/716-777-1000 

661  ROCKEFELLER  CENTER      971     682    541  13 

1166  Ave  ol  the  Americas,  NY.  NY  10036/212-841-7760 

108  ROCKWELL  INTL.  47       55     175  5 

2230  East  Imperial  Hwy,  El  Segundo,  CA  90245/213-647-5000 

318  ROHM  &  HAAS  316     270    430  4 

Ind  Mall  West,  Philadelphia,  PA  19105/215-592-3000 

945  ROHR  INDUSTRIES  582     912    610  1 

The  Fool  ol  H  Si,  Chulo  Vislo,  CA  92010/619-691-4111 

902  ROLLINS  845     836    967  21 

2170  Piedmont  Rd  NE,  AHonto,  GA  30324/404-888-2000 

623  ROLLINS  ENV.  947     941    941  21 

400  Bdlevue  Pkwy,  Wilmington,  DE  19899/302-479-3100 

307  RORER  CROUP  539     452    501  12 

500  Virginio  Dr.  Fort  Washington,  PA  19034/215-628-6000 

462  ROUSE  786     904    451  13 

10275  L.  Pohjxent,  Columbio,  MD  21044/301-992-6000 

562  ROWAN  920     961     733    1  1 

5051  Weslheimer,  Houston,  TX  77056/713-621-7800 


865  RPM  847     811  898 

2628  Peori  Rd,  Medina,  OH  44258/216-225-3192 

240  RUBBERMAID  500     369  689 

1147  Akron  Rd,  Woosler,  OH  44691/216-264-6464 

504  RUSSELL  689     535  741 

One  Lee  Si,  Alexander  Oty,  AL  35010/205-329-4000 

921  RYAN'S  FAMILY  STEAK     914     850  968 

405  Loncoster  Ave,  Greer,  SC  29651/803-879-1000 

393  RYDER  SYSTEM  177     611  249 

3600  NW  82nd  Ave,  Miami,  FL  33166/305-593-3726 


13 


15 


268  SAFECO  279     165     170  17 

Safeco  Plozo,  Seattle,  WA  98185/206-545-5000 

509  SAFETY-KLEEN  794     651    808  21 

777  Big  timber  Rd,  Elgin,  IL  60123/708-697-8460 

236  SALOMON  10     135       7  17 

One  New  York  Plozo,  New  Yorit,  NY  10004/212-747-7000 


264  SAN  DIEGO  G&E  383     263  351 

101  Ash  SI,  Son  Diego,  CA  92101/619-696-2000 


24 


259 


THE  1990  BUSINESS  WEEK  1000 


Alphabetical  List  of  Companies 


Mia 

OTHER  RANKINGS 

INO 

:  MKT 

OTHER  RANKINGS 

INO 

:  MKT 

OTHER  RANKINGS 

MD. 

RANK  COMPANY 

SALES    PROflTS  ASSETS 

NO 

:  RANK  COMPANY 

SALES    PROFITS  ASSETS 

NO 

:  RANK  COMPANY 

SALES    PRORTS  ASSHS 

NO. 

The  number  lu  the  left  of  the  company  's  name  identifies  its  rank  in  market  value  amotig  The  Business  Week  1000. 
For  explanation  of  other  rankings,  see  page  247. 


9S3  SAN  JUAN  BASIN         1000     907    99t  11 

500  Throckmorloo.  Fori  Wortli,  TX  76102/817-884-4417 

984  SANFORD  968     852    990  15 

2740  Washington  Blvd.  Bellwood,  IL  60104/708-547-6650 

197  SANTA  FE  PACIFIC         281     98S    229  23 

224  Sooth  Michigan  Ave.  Chicago.  IL  60604/708-786-6000 

80  SARA  LEE  56     108    211  10 

Three  First  Notional  Plaza.  Chicago,  IL  60602/708-726-2600 

647  SAVANNAH  FOODS  566     688    820  10 

Two  East  Bryan  St.  Savannah,  GA  31401/912-234-1261 

431  SCANA  558     340    396  24 

1426  Main  St,  Columbia.  SC  29201/803-748  3000 

58  SCECORP  121       44     103  24 

2244  Walnut  Grove  Ave.  Rosemead.  CA  91770/818-302-1212 

53  SCHERING-PLOUGH         261       96    348  12 

One  Giraldo  Farms,  Madison,  NJ  07940/201-822-7000 

40  SCHLUMBERGER  187     118    269  11 

277  Pork  Ave.  New  York.  NY  10172/212-350-9400 

816  SCHULMAN  (A.)  707     759    902  4 

3550  West  Market  St.  Akron,  OH  44313/216-666-3751 

872  SCHWAB  (CHARLES)        744     867    354  17 

101  Montgomery  St,  Son  Francisco,  CA  94104/415-627-7000 

777  SCIENTIFIC-ATLANTA       730     698    868  22 

One  Technology  Pkwy,  Norcross,  GA  30092/404-441-4000 

980  SCIMED  LIFE  SYSTEMS     991     891     997  12 

6655  Wedgewood,  Maple  Grove,  MN  55369/612-420-0700 

193  SCOTT  PAPER  178     131    258  19 

One  Scott  Plozo,  Philadelphia.  PA  19113/215-522-5000 

375  SCRIPPS  (E.  W.)  513     442    530  20 

1100  Cent  Trust  Twr,  Oncinnoti,  OH  45202/513-977  3825 

717  SCRIPPS  HOWARD  891     853    785  20 

1100  Cent  Trost  Twr,  Oncinnoti.  OH  45202/513-977-3000 

480  SEAGATE  TECHNOLOGY     415     401     491  18 

920  Disc  Or,  Scotis  Valley,  CA  95067/408-438-6550 

37  SEARS.  ROEBUCK  7       16      12  8 

Seors  Tower,  Chicogo,  IL  60684/312-875  2500 

138  SECURITY  PACIFIC  76      52      13  3 

333  South  Hope  St.  los  Angeles.  CA  90071/213-345-6211 

947  SENSORMATIC  948     872    922  9 

500  NW  12th  Ave,  Deerfield  Beach,  Fl  33442/305-428-9253 

683  SEQUA  411     523    460  1 

200  Park  Ave.  New  York.  NY  10166/212-986  5500 

860  SEQUENT  COMPUTER       960     890    974  18 

15450  SW  Koll  Pkwy,  Beoverton,  OR  97006/503-626-5700 

625  SERVICE  CORP.  INTL.      769     602    525  21 

1929  Allen  Pkwy.  Houston,  TX  77019/713-522-5141 

974  SERVICE  MERCHANDISE     250     506    518  8 

2968  Foster  Creighlon,  Nashville,  TN  37202/615-251-6666 

S6«  SHAW  INDUSTRIES         514     588    754  15 

616  Eosl  Walnut  Ave.  Oolton,  GA  30720/404-278-3812 

494  SHAWMUT  NATIONAL       274     981      59  3 

777  Moin  St.  Harrtord.  G  06115/203-728-2000 


515  SHEARSON  LEHMAN  49     389      16  17 

Tower  C  Worid  FinI  Ctr,  New  York.  NY  10285/212-298-2000 

396  SHERWIN-WILLIAMS        375     391     571  13 

101  Prospect  Ave  NW,  Cleveland,  OH  44115/216-566-2000 

828  SHONEY'S  626     868    853  14 

1727  Elm  nni  Pike.  Nashville,  TN  37210/615-391-5201 

785  SIERRA  PACIFIC  811     628    589  24 

6100  Neil  Rood,  Reno.  NV  89511/702-689-3600 

408  SICMA-ALDRICH  816     536    832  12 

3050  Spruce  St,  St  Louis.  MO  63103/314-771-5765 

646  SIGNET  BANKING  496     347     125  3 

7  Noilh  Eighth  St.  Richmond.  VA  23260/804-771-7322 

780  SILICON  GRAPHICS         871     858    907  18 

2011  N.  Shoreline,  Mountain  View.  CA  94043/415-960-1980 

927  SMITH  INTERNATIONAL     885     931    889  11 

16740  Hardy  St,  Houston,  TX  77032/713-443-3370 

682  SMITH'S  FOOD  S  DRUG    426     812    736  10 

1550  S  Redwood,  Salt  Lake  City,  UT  84104/801-974-1400 

820  SMUCKER  (J.  M.)  840     780    944  10 

Strawberry  Lone.  Orrville.  OH  44667/216-682-0015 

432  SNAP-ON  TOOLS  614     402    728  15 

2801  80th  St.  Kenosho,  Wl  53141/414-656-5200 

489  SOCIETY  551     385     151  3 

800  Superior  Ave,  Oeveland,  OH  44114/216-689-3000 

314  SONAT  419     390    390  24 

1900  Fifth  Ave  North,  Birmingham,  AL  35203/205-325-3800 

398  SONOCO  PRODUCTS         439     408    669  7 

North  Second  St,  Hartsville,  SC  29550/803-383-7000 

439  SOTHEBY'S  HOLDINGS      812     381     806  21 

1334  York  Ave,  New  York,  NY  10021/212-606^7000 

826  SOUTH  CAROLINA  NATL.   696     560    241  3 

1426  Main  St,  Columbia,  SC  29226/803-765  3000 

818  SOUTHDOWN  724     841     612  13 

1200  Smith  St,  Houston,  TX  77002/713-658-8921 

776  SOUTHEAST  BANKING      674     471      99  3 

200  South  Biscayne  Blvd,  Miami,  K  33136/305-375-7500 

59  SOUTHERN  112       31      88  24 

64  Perimeter  Center  East,  Attanto.  GA  30346/404-393-0650 

940  SOUTHERN  INDIANA  GSE  886     721     742  24 

20  NW  Fourth  St,  Evonsville,  IN  47741/812-424-6411 

265  SO.  NEW  ENGLAND  TEL.  437     260    371  22 

227  Church  St,  New  Haven,  O  06506/203-771-5200 

760  SOUTHTRUST  662     500    198  3 

420  North  20th  St,  Birmingham,  AL  35203/205-254-5509 

664  SOUTHWEST  AIRLINES      583     508    562  23 

2702  Love  Field  Dr.  Dallas.  TX  75235/214-904-4000 

30  SOUTHWESTERN  BELL        95      27      83  22 

One  Bell  Center,  St  Louis,  MO  63101/314-235-9800 

457  SOUTHWESTERN  PS         641     351     514  24 

600  Sooth  Tyler,  Amorilk).  TX  79101/806-378-2121 

308  SOVRAN  FINANCIAL        319     185      68  3 

One  Commercial  PI,  Norfolk,  VA  23510/804-441-4000 


997  SPELLING  ENT.  935     903    862  14 

1041  N  Formoso  Ave,  los  Angeles,  CA  90046/213-850-2413 

516  SPIEGEL  440     496    561  8 

1515  West  22nd  St,  Oak  Brook,  IL  60522/708-986-8800 

706  SPRINGS  INDUSTRIES       402     532    604  15 

205  North  White  Si,  Fori  Mill,  SC  29715/803-547-3650 

907  SPX  703     835    802  2 

100  Terrace  Pkwo,  Muskegon,  Ml  49443/616-724-5000 

370  SQUARE  D  446     405    566  9 

1415  South  Roselle  Rd,  Polotine,  IL  60067/708-397-2600 

490  SI.  JUDE  MEDICAL         958     621    948  12 

One  Ullehei  Ploza.  St.  Paul,  MN  55117/612-483-2000 

209  SI.  PAUL  222     125     148  17 

385  Washington  St,  St  Pool.  MN  55102/612-221-7911 

837  STANDARD  REGISTER       679     691    827  18 

600  Albany  St.  Dayton.  OH  45408/513-443-1000 

768  STANHOME  737     659    893  6 

333  Western  Ave.  WestfieW.  MA  01085/413-562-3631 

383  STANLEY  WORKS  391     366    543  15 

1000  Stanley  Dr.  New  Britain,  Q  06050/203-225-5111 

766  STAR  BANC  702     574    248  3 

425  Walnut  St.  Ondnnoti.  OH  45202/513  632-4000 

424  STATE  STREET  BOSTON    567     404     163  3 

225  Franklin  St.  Boston.  MA  02110/617-786-3000 

881  STERLING  CHEMICALS      783     550    890  4 

333  Day  St.  Houston,  TX  77002/713-650-3700 

848  STEWART  &  STEVENSON   718     797    918  21 

2707  North  Loop  West.  Houston.  TX  77008/713  868-7700 

428  STONE  CONTAINER  166     175    239  7 

150  North  Michigan  Ave.  Chicago,  IL  60601/312-346-6600 

755  STONE  S  WEBSTER         896     854    789  21 

250  West  Mth  St.  New  York,  NY  10119/212-290-7500 

796  STORAGE  TECHNOLOGY     594     718    675  18 

2270  South  88th  St.  Louisville.  CO  80028/303-673-5000 

873  STRATUS  COMPUTER       872     728    917  18 

55  Fairbanks  Blvd.  Mariborough.  MA  01752/508-460-2000 

692  STRIDE  RITE  808     649    930  6 

Rve  Cai4>ridge  Center.  Cambridge,  MA  02142/617-491-8800 

750  STRYKER  921     865    972  12 

2725  Fairfield  Rd,  Kalamazoo,  Ml  49002/616-385-2600 

137  STUDENT  LOAN  MKTG.     253     196      40  17 

1050  Jefferson  NW.  Washington.  DC  20007/202-333-8000 

977  SUMMIT  BANCORP.         831     674    336  3 

367  SpringfieW  Ave.  Summit,  NJ  07901/201-522-8400 

157  SUN  61     420    178  11 

100  Matsonford  Rd,  Rodnor.  PA  19087/215-293-6000 

294  SUN  MICROSYSTEMS        384     722    550  18 

2550  Gordo  Ave.  Mountain  View.  CA  94043/415-960-1300 

435  SUNDSIRAND  452     354    549  1 

4949  Hmrison  Ave.  Rodcford.  IL  61125/815-226-6000 

237  SUNTRUST  BANKS  252     146      50  3 

25  Pork  PI  NE,  AtkHito,  GA  30303/404-588-7711 
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329  SUPER  VALU  STORES       66     321    406  10 

11840  Vdiey  Vrw,  Eden  Prorie.  MN  SS344/612-649-2311 

76t  STNOVUS  FINANdil       923     761    435  3 

901  Front  Ave.  Cohimtxis.  GA  31901/404-649-2201 

103  SYNTEX  489     164    5S8  12 

3401  HOhriew  Ave,  Polo  Aho.  CA  94304/4 1S-8SS-S0S0 

246  SYSCO  IIS     359    474  10 

1390  Endove  Pkwy.  Houston.  TX  77077/713-584-1390 

871  SYSTEHAIItS  922     862    985  18 

4001  R.  Portiom  Rd,  little  Rode.  AR  72212/501  223-5100 


D 


373  TAMBRANDS  731     924    846  6 

One  Mmus  Ave.  Lake  Success.  NY  11042/516-358-8300 

212  TANDEM  (ONPVTERS      435     364    516  18 

19333  Vdlco  Pkwy.  Cupertiio.  CA  95014/408-725-6000 

223  TANDY  200     163    369  18 

500  One  Taidy  Center.  Fort  Worth,  TX  76102/817-390-3011 

752  TCBY  ENTERPRISES         961     778    978  14 

425  West  Copitol  Ave,  Little  Rock,  AR  72201/501-688-8229 

372  TE(0  ENERGY  578     327    440  24 

702  North  FroAEn  St,  Tompo,  R  33602/813-228-4111 

670  TECUNSEH  PRODUCTS      464     463    657  13 

100  Eost  Patterson  St,  Tecumseh.  Ml  49286/517-423-8411 

781  TEJON  RANCH  999     923    999  10 

4436  Letiec  Rd,  Lebec,  CA  93243/805-327-8481 

914  TEKTRONIX  486     920    666  9 

14150  SW  K.  Braun  Dr,  Beoverton.  OR  97077/503-627-7111 

125  TELE-COMMUNICATIONS    296     984    142  20 

4643  South  Ulster  St.  Denver.  CO  80237/303-721-5500 

792  TELECOM-USA  675     719    826  22 

780  Douglas  Rd.  Atlnnto.  GA  30342/404-250-5500 

886  TELECREDIT  951     789    988  17 

6171  W.  Century  Bh(d.  los  Angeles.  CA  90045/213-410-4600 

167  TEIEDYNE  236     303    356  5 

1901  Ave  of  the  Stars.  Los  Angeles.  CA  90067/213-277-331 1 

998  TELEFLEX  863     803    866  15 

155  South  Linerick  Rd.  limerick,  PA  19468/215-948-5100 

506  TELEPHONE  S  DATA       915     901    752  22 

79  West  Monroe  St.  Chkogo.  IL  60603/312-630-1900 

355  TEMPLE-INLAND  374     239    210  7 

303  South  Temple  Dr,  DJjoll,  TX  75941/409-829-5511 

56  TENNECO  38      76    120  5 

1010  Mitam,  Houston,  TX  77002/713-757-2131 

829  TERADATA  943     894    962  18 

12945  Jefferson  Blvd.  los  Angeles,  CA  90066/213-827-8777 

34  TEXACO  14      10     71  n 

2000  Westchester,  WhHe  Plains.  NY  10650/914-253-4000 

208  TEXAS  INSTRUMENTS       130     172    293  9 

13510  North  Central  Expwy,  Dolkis,  TX  75243/214-995-5550 

87  TEXAS  UTILITIES  199      40      97  24 

2001  Bryan  Tower,  Ddkis,  TX  75201/214-812-4600 

297  TEXTRON  114     188    115  5 

40  Westminster  St,  Providence.  Rl  02903/401-421-2800 

728  THERMO  ELECTRON         735     825    772  21 

101  First  Ave,  Wahham,  MA  02254/617-622-1000 


553  THOMAS  X  SETTS  751     599    797  9 

1001  Frontier  Rd,  Bridgewater.  NJ  08807/201-685-1600 

874  3COM  837     814    923  18 

3165  Kifer  Rd.  Santo  Oam.  CA  95052/408-562-6400 

678  TIFFANY  852     745    934  8 

727  Fifth  Ave.  New  York.  NY  10022/212-755-8000 

109  TIME  WARNER  106     988     73  20 

Rockefeller  Certer.  New  York.  NY  10020/212  522-1212 

127  TIMES  MIRROR  238     167    330  20 

Times  Mrror  Square.  Los  Angdes.  CA  90053/213-237-3700 

541  TIMKEN  461     589    529  15 

1835  Dueber  Ave  SW.  Canton.  OH  44706/216-438-3000 

470  TJX  372     450    638  8 

770  Cochituate  Rd.  Fromingham,  MA  01701/508-390-1000 

976  TOOTSIE  ROLL  941     859    971  10 

7401  South  Cicero  Ave,  Clicago,  II  60629/312-838-3400 

804  TOPPS  917     736    989  20 

254  36lh  St,  Brooklyn,  NY  11232/718-768-8900 

238  TORCHMARK  444     234    289  17 

2001  Third  Ave  South.  Birmingham.  Al  35233/205-325-4200 

778  TOTAL  SYSTEM  SERVICES  987     900    996  18 

1000  fifth  Ave.  Columbus.  GA  31902/404-649-2204 

67  TOYS  R'  US  185     156    379  8 

461  From  Rd.  Paramus.  NJ  07652/201-262-7800 

211  TRANSAMERICA  124     149      55  17 

600  Montgomery  St.  San  Francisco.  CA  94111/415-983-4000 

448  TRANSCO  ENERGY  280     382    323  24 

2800  Post  Oak  Blvd.  Houston,  TX  77056/713-439-2000 

183  TRAVELERS  48     114      23  17 

One  Tower  Square,  Hartford,  G  06183/203-277-0111 

174  TRIBUNE  335     208    384  20 

435  North  Michigan  Ave,  CNcogo,  II  60611/312-222-9100 

799  TRINITY  INDUSTRIES       509     668    690  23 

2525  Stemmons  Fwy,  Ddkis,  TX  75207/214631-4420 

583  TRINOVA  394     743    574  15 

3000  Stryker,  Moumee,  OH  43537/419-867-2200 

207  TRW  117     193    277  5 

1900  Richmond  Rd,  Oeveknd,  OH  44124/216-291-7000 

963  TUCSON  ELECTRIC  777     952    398  24 

220  West  Sixth  St.  Tucson.  AZ  85702/602-622-6661 

271  TURNER  BROADCASTING   581     793    476  20 

One  CNN  Cemer.  Atlanta.  GA  30348/404-827-1500 

732  20lli  CENTURY  INDS.      681     440    649  17 

6301  Owensmouth,  Woodknl  Hills.  CA  91367/818-704-3700 

310  TYCO  LABORATORIES       381     403    579  15 

One  Tyco  Park.  Exeter,  NH  03833/603-778-9700 

347  TYSON  FOODS  284     407    415  10 

2210  West  Oaklawn  Dr.  Springdole.  AR  72764/501-756-4000 


406  U.  S.  BANCORP  436     302      98  3 

111  SW  fifth  Ave,  Pontand,  OR  97204/503-275-6111 

608  U.  S.  CELLULAR  995     948    966  22 

8410  West  Bryn  Mowr,  Chicogo,  IL  60631/312-399-8900 

758  U.  S.  HEALTHCARE         588     785    845  12 

980  Jolly  Rd,  Blue  Bell,  PA  19422/215-628-4800 


542  U.  S.  SHOE  331     618    603  8 

One  Eastwood  Or,  Gndrarati,  OH  45227/513-527-7000 

698  U.  S.  SURGICAL  869     771    895  12 

150  Glover  Ave,  Norwalk,  Q  06856/203-866-5050 

994  U.  S.  TRUST  846     768    421  3 

114  West  47lh  St,  New  York,  NY  10036/212-852-1000 

203  UAL  80     153    207  23 

1200  E.  Algonquin,  Bk  Grove  Tv^.  IL  60007/708-952-4000 

979  UGI  878     756    775  24 

460  North  Gulph  Rd.  King  of  Prussia.  PA  19406/215-337-1000 

626  UJB  FINANCIAL  531     361     129  3 

301  Carnegie  Center.  Princeton,  NJ  08543/609-987-3200 

618  UNION  BANK  442     324     104  3 

350  California  St,  Son  fiimcisco,  CA  94104/415-445-0200 

256  UNION  CAMP  303     166    359  19 

1600  Valley  Rd,  Woyne,  NJ  07470/201-628-2000 

202  UNION  CARBIDE  94       77     184  4 

39  OW  Ridgebury  Rd.  Donbury,  G  06817/203-794-2000 

227  UNION  ELECTRIC  386     176    257  24 

1901  Chouteou  Ave.  St  Louis,  MO  63103/314-621-3222 

74  UNION  PACIFIC  131       72     126  23 

8th  &  Eaton  Aves.  BetMehem,  PA  18018/215-861-3200 

363  UNION  TEXAS  546     275    507    1  1 

1330  Post  Oak  Blvd.  Houston.  TX  77056/713-623-6544 

250  UNISYS  75     996    153  18 

Twp  line  &  Union  M  Rd.  Blue  Bell.  PA  19424/215-986-4011 

327  UNITED  ARTISTS  577     437    324  14 

2930  East  Third  Ave.  Denver,  CO  80206/303  321-4242 

642  UNITED  BRANDS  219     524    520  10 

250  Eosi  fifth  St,  Ondnnati.  OH  45202/513-579-2115 

870  UNITED  ILLUMINATING     763     974    455  24 

80  Ten^le  St,  New  Hoven,  G  06506/203-787-7200 

663  UNITED  INVESTORS         916     597     704  17 

2001  Third  Ave  South,  Birmingham,  Al  35233/205-325-4200 

932  UNITED  MISSOURI  851     709    327  3 

1010  Grand  Ave,  Kansas  Gty,  MO  64106/816-556-7000 

79  UNITED  TECHNOLOGIES      25      57     110  1 

United  Technologies  BMg,  Hartford,  G  06101/203-728-7000 

63  UNITED  TELECOMMS.       110     137     165  22 

2330  Shawnee  Mission.  Westwood,  KS  66205/913-676-3000 

965  UNITED  TELEVISION        975     542    931  20 

8501  Wilshire  Blvd,  Beveriy  Hills,  CA  90211/213-854-0426 

756  UNIVERSAL  291     638    555  6 

1501  North  Hamilton  St,  RKhmond,  VA  23230/804-359-9311 

687  UNIVERSAL  FOODS         620     678    810  10 

433  Eost  Michigan  St,  Milwaukee,  Wl  53202/414-271-6755 

73  UNOCAL  71      140    171  11 

1201  West  fifth  St,  Los  Angeles.  CA  90017/213-977-7600 

374  UNUM  398     293    183  17 

2211  Congress  St.  Portkind.  ME  04122/207-770-2211 

78  UPJOHN  288     161     365  12 

7000  Portoge  Rd,  Katamozoo,  Ml  49001/616-323-4000 

38  US  WEST  82      25     69  22 

7800  East  Ordwrd  Rd.  Englcwood,  CO  80111/303-793-6500 

350  US  WEST  NEWVECTOR     933     945    877  22 

3350  161st  Ave  SE,  Bellevue,  WA  98008/206-747-4900 

423  USAIR  GROUP  135     970    245  23 

2345  Crystd  Dr.  Arlington.  VA  22227/703  418-7000 

249  USFSG  188     368     116  17 

100  light  St.  Boltimare.  MD  21202/301-547-3000 


261 


THE  1990  BUSINESS  WEEK  1000 


Alphabetical  List  of  Companies 


The  number  to  the  left  oj  Ihe  company  s  name  idenlijies  ils  rank  in  market  value  among  The  Business  Week  1000. 
For  explanation  of  other  rankings,  see  page  247. 


MKT 

RANK  COMPANY 


OTHER  RANKINGS 
SA1£S    PROFITS  ASSETS 


IND. 
NO. 


MKT. 

RANK  COMPANY 


OTHER  RANKINGS 
SALES    PROFTTS  ASSHS 


IND. 

NO. 


MKT 

RANK  COMPANY 


OTHER  RANKINGS  |ND 
SAlfS    PROFITS    ASSETS  NO. 


686  USIIFE  536     472    313  17 

125  Maiden  Lane.  New  York,  NY  10038/212  709-6000 

215  UST  690     258    769  6 

100  Wcsi  Pumom  Ave,  Greenwich.  Q  06830/203-661-1100 

48  USX  28      32      96  5 

600  Grant  St.  Pinsburgh.  PA  15219/412-433-1121 

834  UTIIKORP  UNITED         671     634    548  24 

911  Main  St,  Konsos  Oty,  MO  64105/816-421-6600 


Y 


771  VALERO  ENERGY  604     684    661  11 

530  McCulbugh  Ave.  San  Antonio,  TX  78215/512-246-2000 

331  VALHI  349     412    395  5 

5430  LBJ  Fwiy,  Dollas.  TX  75240/214-386-4110 

934  VAISPAR  756     831     925  13 

1101  South  Third  St,  Minncopolis.  MM  55415/612-332-7371 

716  VANGUARD  (ELIUUR      993     935    949  22 

2002  Pisgah  Church  Rd,  Greensboro.  NC  27408/919  282-3690 

812  VARIAN  ASSOCIATES       495     776    680  9 

611  Honsen  Way.  Polo  Alto.  CA  94303/415-493-4000 

342  VF  327     271     488  6 

1047  North  Pork  Rd,  Wyomissing,  PA  19610/215-378-1151 

222  VIACOH  481     338    340  20 

1211  Ave  of  the  Americas,  NY,  NY  10036/212-575-5175 

942  VISTA  (HEMKAl  664     410    782  4 

900  Threodneedie.  Houston.  TX  77079/713-588-3000 

589  VONS  170     955    523  10 

10150  Lower  Azuso  Rd.  El  Monte.  CA  91731/818-579-1400 

349  VUUAN  MATERIALS        573     334    668  13 

One  Metroplcx  Dr.  Birminghom,  AL  35209/205-877-3000 


w 


242  WALGREEN  160     288    498  K 

200  Wilmot  Rd.  Oeerfield.  IL  60015/708-940-2500 

769  WALLACE  COMPUTER       813     703    881  ^^ 

4600  West  Rooseveh  Rd,  Hillside,  IL  60162/708-449-8600 

11  WAL-MART  STORES  17       29     192  I 

702  SW  Eighth  Si,  Bentonville.  AR  72716/501-273-4000 


563  WANG  LABORATORIES      310     992  437 

One  Indusinal  Ave.  Lowell,  MA  01851/508-459-5000 

77  WARNER  LAMBERT         205     120  401 

201  Tabor  Kd,  Morris  Plains.  NJ  07950/201  540  2000 

764  WASHINGTON  GAS  LIGHT  649     572  652 

1100  H  Si  NV,,  Washington,  DC  20080/703-750-4440 

m  WASHINGTON  POST         478     249  537 

1150  15th  St  NW,  Washington,  DC  20071 /202  334-6000 
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07  WASHINGTON  WATER       727     503    564  24 

Eost  1411  Mission  Ave,  Spokone,  WA  99202/509-489  0500 


31  WASTE  MANAGEMENT      195      80    234  21 

3003  Butterfield  Rd.  Ook  Brook.  IL  60521/708-572-8800 

890  WATTS  INDUSTRIES        910     823    915  15 

Rt  114  &  Chestnut  St,  N.  Andover.  MA  01845/508-688-1811 

884  WEINGARTEN  REALTY      988     889    876  13 

2600  Citadel  Plaza  Dr.  Houston.  TX  77008/713-868-6000 

426  WEIS  MARKETS  524     453    767  10 

1000  South  Second  St,  Sunbury.  PA  17801/717-286-4571 

559  WEILMAN  818     593    702  4 

1040  Brood  St.  Shrewsbury.  NJ  07702/201-542-7300 

163  WELLS  FARGO  158       70      28  3 

420  Montgomery  St.  San  Francisco.  CA  94163/415-477-1000 

894  WENDY'S  INTL.  576     832    726  14 

4288  W  Dublin-Granville.  Dublin.  OH  43017/614-764-3100 

898  WESCO  FINANCIAL  938     782    735  17 

315  East  Colorodo  Blvd.  Pasodeno.  CA  91101/818-449-2345 

966  WESTERN  DIGITAL  596     887    781  18 

2445  McCabc  Way.  Irvine.  CA  92714/714-863-0102 

948  WESTERN  PUBLISHING      780     833    879  20 

444  Madison  Ave.  New  Yolk.  NY  10022/212-688-4500 

43  WESTINGHOUSE  ELECTRIC    46       36      87  9 

Gateway  Center,  Pittsburgh,  PA  15222/412-244-2000 

817  WESTMARK  INTL.  817     866    869  12 

701  Fifth  Ave.  Seottle.  WA  98104/206-682-6800 

339  WESTVACO  356     223    393  19 

299  Pork  Ave.  New  York,  NY  10171/212-688-5000 

744  WETTERAU  171     653    653  10 

8920  Pershall  Rd,  Hazelwood,  MO  63042/314-524-5000 

111  WEYERHAEUSER  74     145     101  19 

Tocoma,  WA  98477/206-924-2345 

413  WHEELABRATOR  TECHS.    469     566    454  21 

Uberty  Lone,  Hampton,  NH  03842/603-926-5911 

270  WHIRLPOOL  134     262    273  6 

2000  M-63,  Benton  Harbor,  Ml  49022/616-926-5000 

232  WHITMAN  211     218    343  5 

111  East  Wocker  Dr,  Chicogo.  II  60601/312-565-3000 

418  WILLAMETTE  INDS.         406     257    527  19 

3800  1st  Interstate  Twr,  Portland.  OR  97201/503-227-5581 

427  WILLIAMS  429     609    333  24 

One  Williams  Center.  Tulsa.  OK  74172/918-588-2000 

680  WILMINGTON  TRUST        856     558    345  3 

Rodney  Square  North.  Wilmington.  DE  19890/302-651-1000 

262  WINN-DIXIE  STORES         86     313    522  10 

5050  Edgewood  Court.  Jacksonville.  K  32205/904-783-5000 

326  WISCONSIN  ENERGY        470     245    391  24 

231  West  Michigon  St.  Milwaukee,  Wl  53203/414-221-2345 

805  WISCONSIN  PS  729     630    697  24 

700  North  Adams  St,  Green  Boy.  Wl  54307/414-433-1598 

629  WITCO  453     731    621  4 

520  Madison  Ave,  New  York,  NY  10022/212-605-3800 

153  WOOIWORTH  92     151     332  8 

233  Broadway,  New  Yori<,  NY  10279/212-553-2000 

581  WORTHINGTON  INDS.       600     553    805  16 

1205  Dearborn  Dr,  Columbus.  OH  43085/614-438  3210 

724  WPL  HOLDINGS  719     590    654  24 

222  West  Washington  Ave.  Modison,  Wl  53701/608-252-3311 


324  WRIGLEY  (WM.)  JR.       591     398    817  10 

410  North  Michigan  Ave.  Chicago,  IL  60611/312-644-2121 


IF 


118  XEROX  30      56      53  18 

800  Long  Ridge  Rd,  Stomford,  O  06904/203-986-6000 

639  YELLOW  FREIGHT  364     873    641  23 

10990  Roe  Ave,  Overland  Pork,  KS  66207/913-345-1020 


z 


993  ZENITH  NATL.  INS.         792     689    620    17  I 

21255  Colifo  St.  Woodland  Hills,  CA  91367/818-713-1000 


811  ZURN  INDUSTRIES  733     798  860 

One  Zum  PI.  Erie.  PA  16505/814-452-2111 
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SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  the  U.S.  That  cable  was  manufactured  by  Siemens.  It  could  carry  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 


©  Siemens  Corporation  1990 


NUMBER  31 55 


BusinessWeek 


APRIL  16,1990 


SOUND-BITE  CITY:  CRITICS  OF  CONGRESS  SAY  THAT  THE  ITCH  TO  GRAB  15  SECONDS  ON  THE  EVENING  NEWS  HINDERS  REAL  POLITICAL  DEBATE 


Cover  Story 


54 


58 


THE  CAN'T-DO  CONGRESS 

America's  legislative  branch  isn't 
working  so  well  anj'more.  It's 
paralyzed  by  a  bloated  bureaucracy, 
cynicism,  and  an  incessant  quest  for 
campaign  funds.  Partisan  sniping 
and  issue-ducking  are  so  pervasive 
that  such  basic  congi-essional 
functions  as  budget  approval  have 
become  hard  to  manage.  It's  time  to 
whip  Congress  back  into  shape 

BUSINESS  WEEK/HARRIS  POLL 

Insiders  rate  the  Capitol  Hill  crowd 


62  OVERHAULING  THE  HILL 

An  eight-point  agenda  for  reform 


Top  of  the  News 

22  JAPAN  UNBOWED 

The  lower  yen  and  the  new  trade 
concessions  could  make  it  stronger 

24  THE  NIKKEI'S  BIG  SLIP 

Why  the  market  slump  has  Tokyo's 
banks  hurting 


25  COMMENTARY 

The  lesson  of  Lockheed:  It's  open 
season  on  yes-man  boards 

26  THE  SAME  OLD  PENTAGON 

Little  has  been  done  to  take  waste 
and  fraud  out  of  procurement 

27  WHAT  ILL  WIND  IS  BLOWING  IN 
Dozens  of  guilty  pleas — so  far 

27  BAD  TIME  FOR  SCARE  TACTICS? 
Why  not  to  play  chicken  with  labor 

28  'INGREDIENTS  FOR  DISASTER' 
A  job-security  strike  at  GM? 

29  TOO  OUICK  WITH  THE  SCALPEL? 
Deep  budget  cuts  at  Hospital  Corp. 

30  TOO  MUCH,  TOO  FAST 

What's  blinding  this  Oracle 

34  IN  BUSINESS  THIS  WEEK 

Roger  Smith's  successor,  Xerox' 
write-off,  Baxter,  losses  at  TWA, 
Zsa  Zsa  redux,  Del  Webb,  7-Eleven 

International 

38  EUROPE 

Its  airlines  are  consolidating — and 
the  EC  isn't  thrilled 


39  COMMENTARY 

Westward  ho?  In  East  Berlin,  Hans 
is  having  second  thoughts 

40  VIETNAM 

U.  S.  companies  want  in — but  an 
embargo  is  frustrating  them 
43  INTERNATIONAL  OUTLOOK 

Why  the  Iracjis  are  rattling  rockets 

Economic  Analysis 

14  ECONOMIC  VIEWPOINT 

Becker:  Memo  to  Mandela 

18  ECONOMIC  TRENDS 

Tokyo's  market,  dividend  cuts,  the 
high-tech  trade  problem,  GNP 

19  BUSINESS  OUTLOOK 

Only  the  Fed  finds  reason  to  smile 
83  HOORAY  FOR  EXPENSIVE  MONEY 

Economists  say  high  interest  rates 
reflect  growing  global  productivity 

Government 

35  WASHINGTON  OUTLOOK 

It  looks  as  if  everybody  is  winning 
the  fight  over  clean  air 


2  BUSINESS  WEEK/APRIL  16,  1990 


1990.  This  is  now 


The  digital  telephone  switch  Siemens  manufactures  toaay  can  nanaie  up  to  1.000.000 
calls  in  a  single  hour.  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10.000  Siemens  employees  who  work  at  50  U.S.  manufac- 
turing sites.  And  they're  only  part  of  the  35.000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
Siemens.  Precision  Thinking. 


For  rrore  information,  write  for  Siemens  '90  Box  1CXX)  T-1. 186  Wood  Avenue  Soutfi  Iselin.  NJ  08830 
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Arizona. 
It's  the  West, 


civilized. 


The  West  once  stood  for  room  to 
grow.  A  pioneering  spirit.  A  strong 
work  ethic.  And  the  freedom  to 
build  your  own  dream. 

In  Arizona,  it  still  does. 

You'll  find  plentiful,  low-cost  land. 
A  highly  skilled,  motivated  labor 


force.  A  multi-faceted  transpor- 
tation system.  A  commitment  to 
education  -  that  works.  And  a 
government  friendly  to  business. 
Wrapped  up  in  the  greatest  lifestyle 
under  the  sun. 

Arizona.  Think  of  it  as  the  West  - 
civilized.  Then  give  us  a  call.  Today. 


800-528-8421 

Anzona.  A  Spirit  of  Success. 

Arizona  Department  of  Commerce,  1700  W.  Washington,  Phoenix,  Arizona  85007 
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tf  This  IsYour Phone  System^ 
Maybelbu  Should  Start  f 


With  most  phone 
systems,  when  you  want  a  little 
extra  security  you  get  a  row  of 
batteries. 

A  lot  like  the  one  in  your 
family  car.  Their  purpose? 

To  supply  about  4  hours 
of  reserve  power.  In  case  of 
disaster.  But  floods,  fires  and 
power  outages  don't  always 


come  in  the  small,  convenient 
4-hour  size.  So  what  can  you  do? 

Get  a  Pacific  Bell  Centrex 
system.  Unlike  ordinary  systems, 
Centrex  operates  on  its  own 
power  supply.  So  even  if  a  broken 
water  main  or  a  blown  trans- 
former knocks  out  your  buildings 
power  source,  it  won't  knock  out 
your  phone  system. 


You  can  still  call  out  for 
help.  Clients  can  still  call  in.  i 
You  can  still  be  in  business.  toi 

In  fact,  you  can  still  be  in  oi 
business  even  if  smoke  and  fire  to 
drive  you  from  your  offices  com- 
pletely.  Because  we  can  reroute 
all  your  phone  calls  to  any  pre-  sj- 
determined  temporary  space.  © 
No  matter  where  it  is.  lor 


A  PACIFIC  TELESIS  COMPANY 

©1990  Pacific  Bell 
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Defense  In  Case  Of  Disaster, 
tig  For  Help  Right  Now 


What's  more,  all  Centrex 
itching  equipment  is  kept 
our  place,  instead  of  yours. 
)  keeping  it  running,  even 
rough  a  long  disaster,  is  our 
oblem,  not  yours. 

But  it's  not  just  disaster- 
ady  equipment  that  makes 
sntrex  the  most  reliable 
lone  system  ever  made. 


It's  also  our  disaster-ready 
people.  Centrex  experts  actually 
help  our  clients  plan  ahead  to 
weather  almost  any  kind  of 
calamity.  While  keeping  the  risk 
of  big  losses  to  a  minimum. 

And  we'd  like  to  help 
you  develop  your  own  disaster 
recovery  plan,  even  if  you  aren't 
a  current  Centrex  customer. 


Just  call  your  Pacific  Bell 
Account  Team  or  an  Authorized 
Sales  Representative.  But  do  it 
soon.  After  all,  do  you  really  feel 
secure  with  a  phone  system  that 
comes  with  batteries  included? 

WeVe  making 
things  easier.. 


PACIFICgllBELL 
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IN  THE  TRADITION  OF 

THE  MANDARIN  SINGAPORE 


At  The  Mandarin  Singapore,  all 
I  200  guest  rooms  and  suites 
exude  unsurpassed  elegance 
and  beauty.  Word  of  their 
opulence  have  reached  far  and 
wide  We  believe  its  our  em- 
phasis on  superior  room  com- 
forts, further  enhanced  by 
recent  room  renovations,  that 
has  made  the  difference.  Need- 
less to  say,  service  is  of  course, 
|)rompt  and  gracious  For  us, 
your  comfort  is  capital  Because 
at  the  end  of  the  day,  your 
satisfaction  says  it  ali. 


InlhclndiliMiofcmptron. 


333  Orchard  Road  Singapore  0923 
Tel  737  4411  Fax  732  3361  Tlx  RS  2  I  528  MANOTEL 
Repfewnied  by  'Tbif^smitti^}iottia  at ttxVMtk  and      t  icll  JmcmaifcmaJ 


MAMDARIN  SinCAPORE 
INTERMATIOMAL 


Corporate  Office  J)  f  Orchard  Road  Singapore  092 3  Tel  737  4411  Fax  7  32  2361  Telex  RS  2  I  528  MANOTEL 

Regional  Sales  Offices  -  Tel  Australia/New  Zealand  1021  24  7  6677/24  7  9068  •  Hong  Kong  'i-24  I  71  7  •  japan/Korea  1031  797  3661 

•  Malaysia  103]  261  3306  •  Thailand  |02|  234  2844/234  3422  •  The  Americas-Eastern  Region  12  I  21  838  7874A*/estern  Region  121  31  627  0185 

•  UK/Europe  107  1 1  583  52  I  2 
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EXXON'S  STATURE 

HASN'T  DIMINISHED  A  WHIT 

Your  article  "Exxon's  future:  What 
has  Larry  Rawl  wrought?"  (The 
Corporation,  Apr.  2)  and  your  editorial 
"Exxon  should  live  up  to  its  world  stat- 
ure" (Editorials,  Apr.  2)  render  a  se- 
vere judgment  about  the  direction  Ex- 
xon is  taking.  We  feel  that  judgment  is 
flawed  by  the  dubious  quality  of  much 
of  your  information  and  your  simplistic 
analysis.  You  imply  that  we  are  liqui- 
dating our  company  by  such  actions  as 
concentrating  on  short-term  financial 
performance  and  failing  to  build  rela- 
tionships with  the  major  oil-producing 
countries.  Nothing  could  be  further 
from  the  truth. 

From  1985  to  1989,  Exxon  Corp.  spent 
$44  billion  on  capital  investments  and 
exploration — more  than  any  other  pri- 
vate oil  company  in  the  world.  In  that 
period,  Exxon's  worldwide  sales  in- 
creased 13%,  and  growth  occurred  in  the 
more  profitable  transportation  fuels.  Im- 
portantly, Exxon's  sales  grew  fastest  in 
the  rapidly  developing  countries  of  the 
Far  East.  Overall,  75%-  of  sales  are  out- 
side the  U.  S.,  and  this  proportion  is 
growing — hardly  evidence  of  "pulling 
back  from  overseas  markets." 

You  state  that  "from  1984  to 
1988  . . .  Exxon  replaced  only  78%  of  its 
oil-equivalent  production."  Such  a  con- 
clusion ignores  the  redefinition,  for  sta- 
tistical purposes,  of  almost  8  trillion  cu- 
bic feet  of  proved  gas  reserves  in  Alaska 
in  1987,  when  it  became  clear  that  mar- 
kets would  not  be  available  in  the  next 
few  years.  Redefining  these  reserves 
does  not  change  them  in  any  way;  the 
gas  is  still  there,  awaiting  the  right  price 
for  development.  By  reflecting  this  and 
the  proved  reserves  added  in  1989  by  the 
Texaco  Canada  purchase  and  additions 
to  gas  reserves  in  Malaysia  as  a  result 
of  the  completion  of  a  long-term  sales 
contract,  Exxon  replaced  111%  of  its  pro- 
duction in  the  1984-89  period.  And  Exxon 
spent  approximately  $7  billion  acquiring 
about  2  billion  oil-and-gas-equivalent  bar- 
rels of  proved  and  probable  (75%-  proved) 
reserves  held  by  others.  These  acquisi- 
tions, which  could  hardly  be  character- 
ized as  "cautious,"  are  equivalent  to  pur- 


chasing the  proved  reserves  held  by  the 
lOth-largest  U.  S.  oil  company. 

With  respect  to  exploration,  in  1988 
and  1989,  Exxon  had  two  of  its  best 
years  of  the  decade,  with  average  dis- 
coveries of  575  million  oil-equivalent  bar- 
rels per  year.  We  look  upon  this  success, 
at  about  half  of  previous  expenditure 
levels,  as  a  positive  turn  of  events. 
Exxon  continues  to  explore  in  offshore 
China,  the  deep  water  off  the  Gulf  of 
Mexico,  the  Arctic,  Tanzania,  Angola, 
offshore  Argentina,  Trinidad,  Pakistan, 
Chad,  and  other  frontier  areas.  To  ac- 
cept a  characterization  of  Exxon  as 
"completely  absent"  from  frontier  areas 
is  to  ignore  the  facts. 

Annual  research  expenditures  in  pe- 
troleum and  chemical  businesses  have 
actually  increased  by  about  $30  million 
since  1985.  In  addition,  we  have  commit- 
ted significant  resources  (averaging  $1 
billion  per  year  since  1980)  to  protect  the 
environment. 

We  continue  to  have  excellent  rela- 
tions with  the  Arab  oil-producing  coun- 
tries. We  are  one  of  the  largest  purchas- 
ers of  crude  oil  produced  in  the  area, 
approaching  1.5  million  barrels  per  day. 
Significant  research,  technical  work,  and 
training  is  performed  by  Exxon  for  Sau- 
di Aramco  as  well  as  for  others  in  the 
Middle  East. 

From  its  peak  in  1981,  employment 
fell  from  180,000  to  104,000  in  1989,  but 
more  than  60,000  of  the  reduction  was 
associated  with  the  sale  of  Reliance 
Electric,  Exxon  Enterprises  assets,  and 
other  redundant  facilities. 

Between  1980  and  1989,  Exxon's  total 
shareholder  return  was  20%'  per  year, 
which  compares  with  11%  for  the  S&P 
500.  Over  the  past  five  years,  sharehold- 
er return  was  23%-,  compared  with  20%' 
for  the  S&P  500.  Dividends  per  share 
have  increased  every  year  since  1982. 
Exxon  is  one  of  a  handful  of  companies 
in  the  U.  S.  to  maintain  its  triple-A  rat- 
ing by  the  two  principal  agencies.  We 
anticipate  further  strengthening  of  our 
financial  position  in  1990. 

Exxon's  current  strategy  is  a  continu- 
ation of  one  that  has  served  the  compa- 
ny's owners,  customers,  and  employees 
so  well  for  more  than  100  years — name- 
ly, to  be  among  the  world's  premier  pe- 
troleum and  chemical  companies  by  dis- 
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Good 
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...On 
Our 
Good 
Products 


When  you  use  Zippo  products 
imprinted  with  your  logo  or 
trodemarlc  you're  giving  some- 
thing special.  We  otter  a  variety 
of  business  gift  items  perfectly 
suited  for  sales  and  service 
awards  and  other  special  re- 
cognitions. Products  to  choose  from 
include  writing  instruments,  rules, 
knives,  key  holders,  wood  desk  items 
and  the  famous  Zippo  lighter,  etc. 
Each  product  is  made  in  America  and 
has  a  lifetime  guarantee. 

And  you  thought  we  only  made  lighters. 


.'i?i»C  MANUFACTURING  COS'PANY.  BRADFORD. 
^•HNNSYLVANiA  16701  .IN  CAN  ADA:  ZIPPO  MFG. 

^o.  OF  Canada  ud..  Niagara  falls.  Ontario 
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CORRECnONS  &  CLARIFKATKMIS 


Shearson  Lehman  Hunon  Inc.'s  br 
kerage  commission  rates  for  a  Si 
stock  were  inadvertently  omitted  fro: 
a  table  in  some  issues  ("Making  tJ 
most  of  a  bare-bones  broker."  Person: 
Business,  Apr.  9).  The  commissior 
are:  50  shares — S67.T5;  100  shares- 
$103.00:  500  shares— S431.25;  5,0C 
shares — S2.161.T5. 

'Trofiting  from  the  nonprofits"  (.Covi 
Ston.-.  Mar.  26)  incorrectly  spelled  tl 
name  of  Russell  G.  Mawbv,  chairma 
of  the  W.  K 


playing  excellence  of  operations,  havu 
well-focused  and  selective  busine 
plans,  being  on  the  forefront  of  techn^ 
ogT,'.  remaining  flexible  to  respond  to  ; 
ever-changing  world,  and  achieNing  lea 
ership  in  financial  results.  We  belie 
that  consistently  following  this  stratej 
will  lead  to  continued  success  in  t 
1990s  and  bevond. 

L.  G.  Ra 
Chairman  of  the  Boa 
Exxon  Cor 
New  Yo 


IN  THE  U.S.  OR  JAPAN, 

OLDER  WORKERS  GET  A  RAW  DEAL 


Gary  Becker  is  rign:  on  the  mark- 
government  policies  are  to  blan 
for  the  negligible  number  of  older  wor 
ers  ("^"hat  keeps  older  v/orkers  off  tl 
job  rolls?"  Economic  Viewpoint,  M 
19).  It  is  important  to  emphasize  the  di 
tortions  created  by  the  Social  Securi 
system. 

First,  there  is  the  Social  Security"  ear 
ings  test,  which  deducts  SI  in  benefi 
for  each  S3  earned  above  an  arbitral 
amount.  The  earnings  test  was  meant 
encourage  senior  workers  to  retire  ar 
make  room  for  younger  v%-orkers  at 
time  when  there  were  50  workers  to  su 
port  each  Social  Security"  beneficiary.  T 
day.  there  are  only  three  workers  su 
porting  each  beneficiarv". 

The  people  most  hurt  by  the  eamin 
test  are  those  who  need  extra  earning 
the  most — those  who  have  had  caree: 
of  low  earnings  and  who  did  not  quali! 
for  employer  pensions.  Tnese  peop 
have  been  forced  to  pay  into  the  s\-ste 
and  desen^e  their  benefits  regardless 
their  emplojTnent  status. 

Then  there  is  the  tax  on  Social  Secui 
tj"  benefits  when  total  retirement  ear 
ings  are  more  than  §25.000  for  an  inc 
%idual  or  S32.000  for  a  couple.  Such  a  ta 
is  a  penalt}'  for  those  retirees  who  ha\ 
planned  ahead  and  a  disincentive  for  t 
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Please  Dont 

Takelhis 
Too  Personally 

Its  look  and  feel  are  personal.  But    Plus  access  to  hundreds  of  UNIX 


don't  be  deceived. 

Its  power  is  beyond  personal- 
it's  multi-personal. 

Introducing  the  MultiPersonar 
Computer  from  Motorola. 

What's  personal  is  the  interface. 
An  intuitive,  graphical  user  interface 
that's  as  easy  as  point  and  click.  It 
even  runs  thousands  of  DOS  applica- 
tionsjust  like  a  personal  computer 

What's  beyond  personal  is  every- 
thing else.  From  the  M88000*  RISC 
microprocessor  that  drives  it,  and 
the  UNIX*operating 
system  that  runs  it,  to 
the  X  window  system 
that  manages  it. 


.VIultiPersonal' 
qomputer 


applications. 

It  gives  you  all  the  power  of  a 
workstation,  but  works  the  same  way 
you  do— dynamically  and  interac- 
tively For  seamless  network  comput- 
ing between  people  and  computers 
throughout  your  company 

All  with  Motorola's  steadfast 
commitment  to  open  standards  and 
uncompromising  quality 

So  increase  your  personal  power 
Call  1-800-556-1234,  Ext.  165. 
In  California,  1-800-441-2345, 
Ext.  165. 

And  start  comput- 
ing the  MultiPersonal 
way 


Network  Computing  With  A  Personal  ToucK 


AA\  MOTOROLA 

Computer  Group 


O  1990  Motorola,  Inc  Moiorob  Compuier  Group  is  a  member  of  Motorola's  General  Systems  Sector  MultiPersonal.  Motorola.  M88000,  and  the  Motorola  logo  are  trademarks  or  registered  trademarks  of  Motorola.  Inc  UNIX  is  a  registered  trademark  of  AT&iT 


The  success  book  for  the  turbulent  '90s  that  shows  you 


PartnetsVv\p 


HOW  TO  GET 
THE  PEOPLE 
ADmNTVGE 


Managing  today  is  managing  people. 
Forging  the  Producrixiry  Partnership  shows 
you  how  to  take  personal  command  of  the  behavior-shaping 
tools,  techniques  and  technologies  of  our  time.  You'll  discover  how 
to  tie  together  strategy,  training,  organizational  communication,  motivation, 
computerized  information,  measurement  and  recognition  to  develop  a 
hard-hitting,  customer-responsive  business  force. 

Bill  Sandy  and  his  colleagues  are  immersed  in  helping  bring  large-scale 
change  to  industries  in  upheaval.  This  book  captures  the  drama  of  change 
and  shows  you  how  to  mobilize  people  to  make  a  powerful  difference. 


Get  Forging  the  Productivity  Partnership. 
Visit  your  ixwltstore  or  call  1-800-262-4729  today. 
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I    1  I'm  moving,  please  change  m_\  address  as  indi- 
ealed  hekn^ 

I    I  Please  e\lend  m\  Busmess  Week  subsenplion  tor 
one  sear  at  $39.95  <  In  Canada.  CS  .'=i4.9.'^). 

I    I  I'd  like  ti)  beeume  a  subscriber  lor  one  sear  (51 
issues)  ai  $39.95. 
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day's  worker  to  prepare  adequately  f(p 
retirement. 

It  is  time  for  these  outdated  policiel 
not  older  workers,  to  be  retired.  MS 
Becker's  article  should  spur  Congress 
take  action. 

Representative  David  Drei<l 
(R-Calilj 
WashingtCjj 

Gary  Becker  mistakenly  points 
good  pay  as  the  reason  why  Jap 
nese  men  work  after  forced  retiremer 
He  uses  this  as  a  basis  for  arguing  th: 
the  U.  S.  government  should  redui 
medical  and  pension  burdens  on  U 
companies  that  hire  retirees. 

In  fact,  Japanese  men  work  after  r 
tirement  because  they  receive  niggard 
retirement  benefits.  Many  compani( 
pay  only  a  lump  sum  to  retirees.  Jape 
lacks  a  highly  developed  system  of  S 
cial  Security  such  as  we  have  in  the  U. 
This  is  a  major  force  behind  the  hi^ 
rate  of  personal  saving  in  Japan. 

Susan  B.  Weim 
West  Newton,  Mas 

INSILCO'S  NUMBERS 

ARE  THERE  FOR  THE  WORLD  TO  SEE 


Due  to  an  inadvertent  error  on  oi 
part,  the  article  "Now  you  see  tl 
junk,  now  you  don't"  (Top  of  the  New 
Apr.  2)  erroneously  implies  that  Insil 
Corp.,  among  the  firms  listed  in  the  ar 
cle,  willfully  denies  information  concer 
ing  financial  performance  to  bondhol 
ers,  analysts,  and  other  interests 
parties. 

Insilco,  while  exempt  from  require 
public  disclosure  of  financial  informatic 
by  virtue  of  having  fewer  than  300  sec 
rity  holders,  regularly  files  10-Q  repor 
with  the  Securities  &  Exchange  Comm 
sion  and  at  the  end  of  this  month  w 
file  a  yearend  10-K  for  1989. 

Additionally,  we  maintain  a  curre 
mailing  list  of  bondholders,  analyst 
and  other  parties  who  have  request* 
and  received  copies  of  such  reports.  Tf 
service  supplements  information  provi 
ed  at  twice-a-year  public  presentations 
which  we  invite  bondholders  and  othe 
who  have  expressed  an  interest  in  fi 
lowing  the  financial  performance  of  tl 
company. 

J.  Randal  Greav 
Executive  Vice-Preside 
Chief  Financial  Offic 
Insilco  Cor 
Midland,  Te 


Letters  to  the  Editor  should  be  sent  to  Read' 
Report,  Business  Week,  1221  Avenue  of  the  Ami 
cas.  New  York,  N.  Y.  10020,  Fax:  (212)  512-441 
Telex:  12-7960,  Inti,  4998204.  All  letters  must 
elude  an  address  and  daytime  and  evening  te 
phone  numbers.  We  reserve  the  right  to  edit  letti 
for  clarity  and  space. 
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AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leadership? 
Since  founding  the  industry  in  1971,  AMBAC  has,  for  example,  insured  more  health 
care-related  issues  than  any  other  municipal  bond  insurer  That  translates  directly  into 

new  hospitals,  state-of-the-art 
equipment  and  emergency 
vehicles  that  are  help- 
ing to  save  lives  all 
across  America. 

Our  work  in  health  care  is 
just  one  sign  of  AMBAC's  commitment  to  strengthen  America,  and  help  secure  its 
future  by  rebuilding  its  aging  infrastructure,  piece  by  piece. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our  recog- 
nized analysis  and  research  capabilities,  which  means  fast  turnaround  as  well  as 
competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest  in  it. 
That's  a  philosophy  that  can  save  not  only  money  but  lives  as  well. 


Our  commitment 
to  america  can 
be  a  lifesaver. 


AMBAC 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza.  New  York,  NY  10004 
(212)668-0340 
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The  corgpany  that  brought  you 
the  first  sc^panding  on  the  moon 
now  brpgS  you  soft  landings  ; ;  k 
a  little  closer  to  home^PSI^    3  v  ^ 


When  the  Eagle  landed  in  the 
Sea  of  Tranquility,  a  TRW  engine  set 
it  down  gently.  Now  TRW  is  creating 
soft  landings  on  earth.  Our  air  bags 
are  factory  equipment  on  millions 
of  cars.  Not  quite  the  stuff  of  moon 
landings,  perhaps,  but  consider  the 
technology  involved. 

An  air  bag  system  must  recog- 
nize a  crash,  decide  what  to  do, 
inflate  the  bag,  and  deflate— all  in 
less  than  a  second.  And  this  system 
has  to  be  as  reliable  for  you  as  the 
one  we  made  for  America's 
astronauts. 

In  a  head-on  crash,  you  can't 
have  better  protection  than  an  air 
bag  and  seatbelt.  The  government 
estimates  that  using  both  can  reduce 
vouT  chance  of  serious  injm  y  by 
half.  By  the  end  of  this  century, 
most  cars  will  have  both.  And  that, 
too,  will  be  a  giant  leap  for  mankind. 

One  smart  company. 


CITY  ON  THE  ROCKS:  HONG  KONG'S  UNCERTAIN  FUTURE 
By  Kevin  Rafferty 

Viking  .  518pp  •  $21.95 


BETWEEN  BEIJING 
AND  A  HARD  PLACE 


ong  Kong's  diplomatic  communi- 
ty was  shaken  to  the  wheels  of 
its  cocktail  trolley  recently  with 
the  arrest  of  Venezuela's  acting  consul 
general  on  charges  of  selling  visas  to 
emigrating  Chinese.  Nobody  was 
shocked  that  overseas  residency  rights 
might  be  traded  as  casually  as  stocks. 
The  question  posed  tensely  between  sips 
of  gin  and  tonic  was:  Whatever  hap- 
pened to  diplomatic  immunity? 

The  flap  would  have  tickled  Kevin 
Rafferty.  As  he  demonstrates  in  City  on 
the  Rocks,  Rafferty  relishes  the  free-for- 
all  that  is  Hong  Kong.  Rafferty,  former- 
ly a  correspondent  for  the  Financial 
Times  and  Institutional  Investor,  is  an 
unabashed  fan  of  Hong  Kong's  historic 
ability  to  go  a  long  way  on  a  little.  His 
book  is  a  wide-ranging  and  colorful  ac- 
count of  the  colony  since  its  founding  in 
1841.  But  it  focu.ses  on  the  1980s,  a  de- 
cade in  which  the  city  Rafferty  believes 
was  once  the  most  promising  in 
Asia  landed  "on  the  rocks." 

Rafferty's  Hong  Kong  is  a 
cosmopolitan  mecca  for  finan- 
ciers and  shoppers  that  plays  by 
Chinese  rules.  Sometimes,  to 
Westerners,  that  seems  to  mean 
no  rules  at  all.  He  recounts  with 
gusto  the  fallout  from  a  series  of 
spectacular  bank  collapses  in  the 
wake  of  a  property  slump  in 
1981.  With  Hong  Kong's  finan- 
cial stability  clearly  at  stake.  Fi- 
nancial Secretary  Sir  John  Brem- 
ridge  finally  broke  with  the 
government's  laissez-faire  tradi- 
tion and  rescued  the  failures. 
But  the  situation  had  gotten  so 
out  of  control  by  then  that  the 
taint  of  irresponsibility  remains. 

As  "an  object  lesson  in  the 
freewheeling  business  and  bank- 
ing ways  of  Hong  Kong,"  Raf- 
ferty recounts  the  saga  of  the 
notorious  George  Tan.  In  the 
early  1980s,  Tan  persuaded  most 
major  banks  to  lend  to  his  com- 
ijany,  Carrian  Group.  Only  after 
a  reluctant  lender  was  found 
dead  on  a  plantation  near  the 
Chiiiese  border  did  the  govern- 
ment discover  that  Tan  had  cre- 
ate'] a  mountain  of  paper  compa- 
rut'.-;.  Carrian  eventually  went 
under,  swamped  by  more  than  $1 


billion  in  debt.  Tan  was  tried  for  conspir- 
acy to  mislead  shareholders  and  credi- 
tors, but  the  judge  ordered  a  not-guilty 
verdict  because  of  a  prosecutorial  flaw. 

Hong  Kong's  opportunistic  lifestyle  is 
now  at  risk  because  of  China's  scheduled 
takeover — a  prospect  Rafferty  views 
with  distress.  He  reports  blow  by  blow 
the  acrimonious  negotiations  between 
London  and  Beijing  that  culminated  in 
what  he  calls  the  "unequal  treaty  of 
1984."  That  document  established  that 
the  city  will  come  under  Chinese  rule  in 
1997,  although  the  pact  supposedly  en- 
sures capitalist  freedom  for  an  addition- 
al 50  years. 

Initially,  the  naive  welcomed  that  doc- 
ument. But  even  before  Margaret 
Thatcher's  pen  hit  paper,  Rafferty  re- 
ports, the  mainland  Communist  govern- 
ment made  it  clear  that  Beijing  would 
get  its  way  in  such  matters  as  elections 
and  democracy.  Over  the  course  of  the 
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negotiations,  it  became  clear,  one  partic 
pant  tells  Rafferty,  "that  it  was  Den 
Xiaoping  who  was  calling  the  shots." 

That  Hong  Kong  faces  incarceratio 
under  Beijing  at  a  time  when  the  worl 
is  cheering  the  emergence  of  Easter 
Europe  from  communism  has  inspire 
•surprisingly  little  commentary.  Raffert 
voices  condemnations  that  often  ar 
muffled  in  Hong  Kong.  He  calls  Britis 
promises  to  ensure  Hong  Kong's  safet\ 
while  refusing  to  grant  safe  haven 
Britain  to  Hong  Kong's  3.28  million  Bri, 
ish  subjects,  "scandalous  handwashing 
Even  before  the  massacre  of  student 
in  and  around  Beijing's  Tiananme 
Square  last  June,  Hong  Kong's  middl 
class  had  little  faith  in  guarantees  fror 
Beijing  and  London.  Since  1988,  the 
have  been  fleeing  to  Canada  and  Austr; 
lia  at  the  rate  of  1,000  a  week. 

In  1841,  Rafferty  writes.  Hong  Kon 
was  a  "barren  rock  with  hardly  a  hous 
upon  it."  Now,  he  concludes,  the  bloo( 
stained  rulers  in  China  and  the  "tim( 
rous  small-town  grocers"  running  Bri 
ain  may  reduce  it  to  an  island  "full  ( 
grand  buildings  but  essentially  barren 
He  presses  for  the  British  to  recogniz 
the  most  "honorable  solution" — nothin 
less  than  full  British  passports  for 
British  subjects. 
Having  covered  most  of  the  news  st( 
ries  in  the  last  seven  years  thf 
Rafferty  scrutinizes,  I  apprecia 
ed  his  knack  for  supplying  th 
quirky  detail  that's  often  misse 
in  the  heat  of  deadlines.  Here 
China's  "red  capitalist,"  Wan 
Guangying,  studying  The  On 
Minute  Manager.  Here  is  avan 
garde  architect  Norman  Fostt 
proposing  that  the  Hongkong 
Shanghai  Bank  paint  its  hea( 
quarters  in  postmodern  red-an( 
green  chevrons.  Here  is  shipowi 
er  Sir  Y.  K.  Pao,  described  b 
Rafferty  as  "a  nervous  wrec 
set  to  Chinese  music." 

Rafferty,  however,  relies  e 
tensively  on  published  article; 
Thus,  the  book  seems  more  of  a 
enthusiastic  assembly  job  than 
work  of  original  reporting. 

Nonetheless,  Rafferty  ha 
filled  a  glaring  gap  on  the  Asia 
bookshelf,  offering  the  only  con 
prehensive  picture  of  Hon 
Kong  right  up  to  the  impact  ( 
the  Tiananmen  Square  massacr 
Should  Hong  Kong  erupt  agai 
as  it  did  last  June,  when  a  fifl 
of  the  population  demonstrate 
against  Beijing  and  Britain,  Ra 
forty's  readers  will  know  why. 

BY  DINAH  LE 
Hong  Kong  Bureau  Manager  L 
began  reporting  from  Asia  in  19? 


BRIGHT  LICHTS,  SCARED  CITY:  THOUSANDS  HAVE  FLED  SINCE  '88 
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Experience  business 

WITHOUT  A  middleman. 


When  you  fly  on  business  with  Pan  Am,  you'll  never 

END  UP  IN  THE  MIDDLE.  BeCAUSE  ALL  SEATS  IN  PaN  Am's 

Clipper*  Class  are  arranged  two  by  two,  so  you'll 
always  get  a  window  or  an  aisle  seat  with  plenty  of 

ROOM  TO  WORK  OR  RELAX.  AnD  YOu'lL  ALSO  DINE  ON  FINE 
CUISINE.  Get  privileged  check-in  and  priority  BAGGAGE 
HANDLING.  EvEN  EARN  25O/0  BONUS  MILES  IN  OUR  WoRLdPaSS® 
frequent  traveler  PROGRAM.  FlY  PaN  Am  ON  BUSINESS, 
AND  experience  TRAVEL  THE  WAY  TRAVEL  SHOULD  BE. 


We're  Flying  Better  Than  Ever 


conomic  Viewpoint 


MEMO  TO 
MANDELA: 
DON'T  EQUATE 
APARTHEID  WITH 
CAPITALISM 


GARYS.  BECKER 


Before  nationalizing  key 
industries,  the  ANC's 
leadership  should  consider 
the  abysmal  records  of  other 
African  nations  that  were 
seduced  by  socialism 


GAR^  S,  BECKER  IS  UNIVERSITY  PROFESSOR 
OF  ECONOMICS  AND  SOCIOLOGY 
AT  THE  UNIVERSITY  OF  CHICAGO 


It  is  an  ominous  sign  that  Nelson 
Mandela  and  the  African  National 
Congress  have  reaffirmed  their  com- 
mitment to  nationalize  South  African 
mines,  banks,  and  many  other  industries 
and  to  expand  government  control  over 
the  private  economy. 

When  they  took  that  position  a  few 
years  before  the  party  was  banned  in 
1960,  capitalism  was  seen  as  passe.  Left- 
wing  ideology  was  riding  high  in  the 
world,  and  many  nations  embraced  so- 
cialism and  central  planning.  Communist 
economies  were  growing  rapidly  and  ap- 
peared to  point  the  way  to  the  future. 
Almost  all  the  newly  independent  na- 
tions of  Africa  followed  the  examples 
set  by  China  and  the  Soviet  Union,  rath- 
er than  Japan  and  the  U.  S.,  and  chose 
public  ownership  of  vital  industries  and 
detailed  regulation  of  the  economy. 

South  African  black  leaders  should 
ponder  the  miserable  performance  of 
these  controlled  economies  on  their  con- 
tinent. During  the  past  30  years,  annual 
growth  in  per  capita  incomes  has  aver- 
aged no  more  than  one-third  of  1%  for 
the  27  sub-Saharan  African  countries 
with  national  income  data  (South  Africa 
is  excluded).  In  more  than  half  of  these 
countries,  per  capita  income  actually  fell. 

Civil  wars,  tribal  and  ethnic  conflicts, 
and  changes  in  world  prices,  as  well  as 
mismanagement,  contributed  to  this 
abysmal  record.  But  even  countries  such 
as  Nigeria  did  badly,  despite  abundant 
supplies  of  oil  and  other  natural  re- 
sources that  rose  steeply  in  price  during 
the  1970s.  Nigeria's  heavy  government 
involvement  in  the  economy  exacerbated 
conflicts  among  groups,  as  taxes,  regu- 
lations, and  other  political  actions  were 
used  to  discriminate  against  Chinese  and 
Indian  traders,  and  various  minority 
black  ethnic  groups. 

COMPETITIVE  EDGE.  The  ANC  has  equated 
the  repressive  policies  of  the  South  Afri- 
can government  with  its  capitalist  sys- 
tem. But  capitalism  usually  expands  op- 
portunities for  unpopular  minorities — be 
they  black,  Chinese,  or  others — through 
competition  among  employers  for  their 
labor  and  by  giving  minorities  freedom 
to  start  their  own  businesses.  Even  in 
South  Africa,  business  groups  commonly 
opposed  apartheid  and  many  other 
forms  of  discrimination;  the  main  sup- 
port for  separatism  came  from  white 
workers,  unions,  and  consumers.  In  re- 
cent years,  many  leading  businessmen 
have  come  out  in  favor  of  granting  the 
ANC  its  major  requests,  such  as  univer- 
sal franchise  and  the  end  to  discrimina- 
tory legislation. 

White  businessmen  in  South  Africa 
are  no  fairer-minded  than  white  work- 
ers, but  the  workers  have  feared  compe- 
tition for  jobs  from  blacks  and  an  end  to 


their  privileges.  Businessmen  have  pr 
ferred  less  regulation  because  profits  d 
cline  when  employers  are  not  allowed  ' 
hire  cheaper  black  labor  and  when  sho 
keepers  must  turn  away  blacks. 

The  history  of  discrimination  again; 
blacks  in  South  African  mining,  an  i 
dustry  the  ANC  still  wants  to  nationaliz 
is  revealing  about  the  economic  and  p' 
litical  alignment  of  different  groups  u 
der  capitalism.  The  late  distinguisht 
South  African  economist,  William  I 
Hutt,  showed  in  The  Economics  of  tl 
Colour  Bar,  published  in  1964,  that  di 
mond  and  gold  mines  rapidly  increase 
their  employment  of  blacks  and  oth( 
minorities  in  the  latter  part  of  the  191 
century  and  the  beginning  of  this  on 
Blacks  even  began  to  advance  into  s- 
pervisory  positions. 

LEGAL  CHEATING.  White  miners  dislike 
the  competition  and  turned  to  the  polii 
cal  process  for  help.  They  succeeded 
getting  passed  a  series  of  laws  that  di 
criminated  against  nonwhite  worker 
The  Colour  Bar  Act  of  1911  reserve 
many  mining  occupations  for  whites  ar 
limited  the  number  of  blacks  in  minin 
to  a  fixed  multiple  of  the  number  ( 
white  foremen.  The  second  Colour  Bi 
Act  in  1926  and  other  legislation  wei 
beyond  mining  and  prevented  blacl- 
from  accepting  lower  wages  to  gain 
foothold  in  various  white-dominated  o 
cupations  and  industries. 

After  World  War  II,  South  Africa  of! 
cially  adopted  its  policy  of  apartheid,  ( 
separate  development  of  the  races.  Ho\ 
ever,  this  policy  has  never  been  succes 
fully  implemented  because  many  moi 
blacks  have  continued  to  work  in  whii 
areas  than  are  allowed  under  aparthei- 
Profit  incentives  help  explain  wh; 
Smaller  businesses  in  cities  and  oth( 
areas  reserved  mainly  for  whites  ha\ 
been  especially  willing  to  hire  blacl- 
without  asking  questions  about  wheth( 
they  were  legally  permitted  to  live  ar 
work  there.  Blacks  have  preferred  i 
work  in  white  areas  because  wages  ai 
much  higher  than  in  black  territories 

The  evidence  from  many  countrie 
shows  that  private  enterprise  and  tl 
quest  for  profits  not  only  promote  ec 
nomic  growth  but  also  open  up  opport 
nities  to  unpopular  minorities.  By  co: 
trast,  socialism  and  laws  thj 
discriminate  in  favor  of  politically  powe 
ful  groups  have  retarded  the  econom 
progress  of  most  blacks  in  Africa,  poss 
bly  even  more  than  the  nasty  discrimin 
tory  legislation  of  South  Africa.  To  exai 
revenge  for  the  damage  inflicted  by  d 
cades  of  apartheid  and  other  vicioi 
forms  of  government  discrimination,  i\ 
ANC  leadership  is  considering  sociali 
policies  that  would  probably  worsen  th 
economic  position  of  most  blacks. 
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Whos  going  to  skip 
this  chapter? 


For  an  investment  manager  offering  fixed  income  services, 
purchasing  debt  is  easy.  The  difficult  part  is  figuring  out  who's  going 
to  be  able  to  pay  it  back.  And  it  gets  more  difficult  every  day. 
Last  year  over  90,000  companies  filed  for  bankruptcy.  But  more 

surprising  than  the 
statistics  is  how  many 
were  industry  leaders. 

At  the  CIGNA 
companies,  we've  done 
more  than  survive  in  the 
world  of  fixed  income. 

We've  achieved  one 
of  the  best  performance 
records  in  the  private 
placement  field. 

We  got  there  with  the 
kind  of  research,  credit 
analysis  and  disciplined 
underwriting  that  leaves 
no  room  for  surprises. 

And  we  extend  that 
expertise  to  everything 
fi:'om  mezzanine  financing  and  mutual  funds  to  high-yield  public  bonds. 
Putting  our  capital  in  the  same  investments  as  our  clients. 

So  if  you're  looking  for  prudent  investment  strategies  that  balance 
return  potential  with  a  risk  level  that  meets  your  specific  needs,  write 
CIGNA  Investments  Inc.,  Dept.  RK,  Hartford,  CT  06152. 
Because  our  chapter  on  fixed  income  is  one  you  don't  want  to  skip. 


We  get  paid  for  resultsr 


For  centuries  people  on 
the  move  have  needed  to 
communicate  with  each  other. 

Contel's  cellular  telephone 
network  provides  a  better  way 
to  satisfy  that  need. 


We  go  out  of  our  way 
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L-.L,-JE  KORETZ 


TOKYO'S  MARKET: 
THE  WILD  TIMES 
ARE  FAR  FROM  OVER 


When  the  stock  market  crashed 
in  October,  1987,  observers 
were  quick  to  point  an  accus- 
ing finger  at  the  futures  markets  and 
portfolio  hedging  strategies.  Now,  simi- 
lar questions  are  being  raised  about  the 
market  slump  in  Tokyo. 

Economist  David  Hale  of  Kemper  Fi- 
nancial Services  Inc.  observes  that  a  big 
factor  behind  the  Japanese  market  boom 
in  the  1980s  was  the  shortage  of  equities 
that  resulted  from  corporations  holding 
large  chunks  of  each  other's  stocks. 
With  more  than  two-thirds  of  all  equity 
in  corporate  hands,  investors  felt  com- 
fortable in  bidding  shares  up  to  huge 
price  multiples — particularly  since  they 
knew  that  corporations  tended  to  main- 
tain their  stock  holdings  rather  than  sell 
them  in  bearish  times. 

But  the  introduction  of  futures  trad- 
ing in  1988  has  undermined  this  down- 
side protection.  Where  selling  short  was 
illegal,  Japanese  institutions  can  now 
short  baskets  of  equities  anonymously 
through  the  futures  market.  Such  hedg- 
ing tactics,  combined  with  the  use  of 
program  trading,  obviously  contributed 
to  the  Tokyo  market's  sharp  decline. 
And  though  Japanese  firms  seem  to 
have  curtailed  their  use  of  futures  tem- 
porarily in  order  to  lessen  the  risk  of 
further  price  breaks,  the  market  is  now 
being  buffeted  by  rumors  that  high  in- 
terest rates  are  prompting  insurance 
companies  to  unload  stock  holdings. 

As  Hale  sees  it,  the  newfound  ability 
of  Japanese  companies  to  short  the  mar- 
ket via  futures  trading  has  touched  off  a 
chain  of  events  that  is  weakening  the 
traditional  cooperative  spirit  that  has 
supported  Japanese  stock  prices.  "The 
Japanese,"  he  concludes,  "are  going  to 
have  to  learn  to  live  with  a  lot  more 
market  volatility." 


IS  THE  AX  ABOUT 
TO  FALL  ON 
iiVIDEND  PAYOUTS? 


i^f^he  profits  slump,  which  has  al- 
ady  resulted  in  widespread  lay- 
■  ti's,  may  soon  squeeze  sharehold- 
ei  'i'  income.  Economist  Irwin  Kellner  of 
Mamifacturers  Hanover  Corp.  notes  that 
iiividend  payments  have  doubled  in  the 
piiM  seven  yea^-s  and  are  at  record  lev- 
els. But  with  go  'ernrnent  data  showing 


dividends  now  running  at  a  postwar  high 
of  86%  of  aftertax  earnings,  he  warns 
that  "unless  profits  rebound  quickly, 
many  companies  may  have  to  resort  to 
dividend  cuts  to  avoid  bigger  reductions 
in  capital  spending  and  employment." 

Dividend  growth  is  already  slowing. 
According  to  Standard  &  Poor's  Corp., 
dividend  cuts  and  omissions  so  far  this 
year  are  running  69%  higher  than  in 
1989,  and  the  number  of  dividend  in- 
creases is  down  about  25%. 

With  Celeste  Whit  taker  in  New  York 


U.S.  HIGH-TECH  TRADE 
MAY  BE  HEADED 
FOR  THE  DOLDRUMS 


Although  the  pace  of  improvement 
is  slowing,  the  U.  S.  trade  deficit 
still  appears  to  be  shrinking.  The 
outlook  for  America's  high-tech  trade 
balance,  however,  is  far  more  problemat- 
ic, warn  Rosanne  M.  Cahn  and  Laurie  H. 
Laird  of  First  Boston  Corp. 

The  economists  note  that  while  the 
U.  S.  trade  deficit  in  low-tech  manufac- 
tured goods  narrowed  by  $44  billion 


THE  PACIFIC  THREAT 
TO  U.S.  HIGH-TECH  TRADE 


TOTAL  U.S.  HIGH-TECH  BALANCE 


'81  '82  '83 
▲  BILLIONS  OF  DOLU\RS 


•KORU,  TAIWAN,  HONG  KONG, 
AND  SINGAPORE 


DATA:  COMMERCE  DEPT.,  FIRST  BOSTON  CORP 


from  1986  to  1989,  the  nation's  high-tech 
trade  surplus  rose  by  only  $11.7  billion. 
(Such  trade  includes  research-and-devel- 
opment-intensive  categories  like  aero- 
space, defense,  machine  tools,  consumer 
electronics,  semiconductors,  chemicals, 
and  computers.)  One  reason  for  the 
small  rise  is  that  foreign  producers  and 
subsidiaries  of  U.  S.  companies  have 
been  expanding  their  output  of  electron- 
ic and  computer  components  overseas. 

Perhaps  the  biggest  problem  is  that 
the  high-tech  trade  deficit  with  Japan 
and  the  so-called  Asian  Tigers  has  dete- 
riorated steadily  through  the  past  de- 
cade (chart),  even  though  the  dollar  de- 


clined 54%  against  the  yen  in  the  1985-1 
period  and  fell  significantly  against  mo; 
of  the  Tiger  currencies  from  195 
through  1988.  With  a  weak  yen  now  gi 
ing  Japan  an  added  competitive  edg 
the  deterioration  can  only  accelerate. 

Finally,  Cahn  and  Laird  point  out  th; 
the  cooling  of  global  hostilites  is  likely  ■ 
undermine  the  export  growth  of  defen; 
items.  Exports  of  military  goods  ar 
spacecraft  last  year  exceeded  imports  t 
$7.2  billion,  making  this  category  one 
the  strongest  contributors  to  America 
high-tech  trade  surplus. 

In  sum,  the  overall  high-tech  trac 
surplus  may  well  be  headed  for  a  fa 
Significantly,  a  newly  issued  Commen 
Dept.  analysis,  which  uses  a  somewh; 
narrower  ciefinition  of  technology  trad 
reports  that  the  nation's  trade  surplus 
advanced  technology  products  did  indee 
decline  by  $2.5  billion  last  year. 
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WHY  MORE  GNP 
MEANT  LESS 
ECONOMIC  STRENGTH 


At  first  glance,  the  latest  readin 
of  fourth-quarter  gross  nation; 
product — showing  a  1.1%'  growt 
rate  compared  to  an  original  estimate 
0.5% — suggests  that  the  economy  w£ 
stronger  late  last  year  than  previous 
thought.  Not  so,  says  Sam  Nakagama  ( 
Nakagama  &  Wallace  Inc. 

The  Wall  Street  economist  points  oi 
that  the  improvement  in  fourth-quartt 
GNP  arises  entirely  from  new  estimate 
of  the  "net  exports,"  or  trade,  comp' 
nent  of  GNP,  which  was  revised  up  froi 
a  deficit  of  $61.8  billion  (at  an  annu; 
rate)  to  just  $47.2  billion.  By  contras 
fourth-quarter  growth  of  gross  domest 
purchases,  which  reflects  only  domest 
demand,  was  revised  down  to  jus] 
0.1% — "virtually  a  zero-growth  rate." 

That's  not  all.  Nakagama's  analys 
indicates  that  the  improvement  in  nt 
exports  primarily  reflected  a  surge  i 
"factor  income"  from  abroad — essentia 
ly  overseas  earnings.  Although  total  a 
tertax  profits  rose  slightly  in  the  fourt 
quarter,  Nakagama  calculates  that  d 
mestic  pretax  profits  actually  fell  at  a 
$11.7  billion  annual  rate  during  th 
fourth  quarter,  and  were  down  19.9' 
from  their  year-earlier  level.  By  coi 
trast,  pretax  earnings  of  U.  S.  corpor; 
tions  overseas  were  revised  upward  t  U 
show  a  $9.7  billion  rate  of  increase — 
change  in  factor  income  sufficient  to  ad 
0.5%  to  fourth-quarter  growth. 

In  short,  says  Nakagama,  "a  surge  i 
the  earnings  of  U.  S.  subsidiaries  ove; 
seas  made  the  domestic  economy  loo 
healthier  than  it  really  was." 
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usiness  Outloo 


'RIL  16,  1990 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


rO  THE  FED,  IT'S  A  SOFT  LANDING. 
[HE  REST  ARE  COUNTING  THEIR  TEETH 


rhe  Federal  Reserve  Board  is  undoubtedly  pleased 
with  the  current  state  of  the  economy — even  if 
almost  everyone  else  isn't.  The  recession  fears  of  a 
w  months  ago  now  look  like  wasted  worry,  and  growth 
mains  sluggish  enough  to  contain  inflation.  But  for 
any  businesses  and  households,  the  soft  landing  is 
•oving  about  as  enjoyable  as  paying  your  taxes. 
Manufacturers  continue  to  bear  the  brunt  of  the  de- 
yed  effects  of  the  Fed's  tighter  monetary  policy  in  1988 
id  1989.  Factory  output  has  barely  risen  in  the  past 
!ar,  and  plants  have  laid  off  some  200,000  workers.  The 
ason:  New  orders  have  gone  nowhere,  mainly  because 
gher  interest  rates  have  pinched  demand. 
Consumers  are  saving  more,  and  their  spending  is 
•owing  more  slowly.  Companies'  capital  spending  for 
!W  plants  and  equipment  has  also  slowed.  And  builders 
e  saddled  with  rising  vacancy  rates  and  soft  markets, 
le  bottom  line:  Corporate  operating  profits  fell  16%  in 
i89 — the  largest  drop  since  the  last  recession. 

The  outlook  for  1990  is  for 
more  of  the  same,  judging  by 
the  government's  index  of  lead- 
ing indicators.  It  dropped  1%  in 
February,  mainly  reflecting  a 
plunge  in  building  permits  after 
a  temporary  surge  in  January. 

Still,  the  index  is  now  1.1% 
below  its  year-ago  level.  Annual 
growth  in  the  index  has  turned 
negative  11  times  in  the  post- 
war period.  Eight  of  those 


IS  MANUFACTURING 
DMING  UP  FOR  AIR? 
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DATA:  NATIONAL  ASSOCIATION 
OF  PURCHASING  MANAGEMENT 


nes,  a  recession  resulted.  Sluggish  growth  accompa- 
ed  the  other  three. 

Although  its  recession  predictions  aren't  always  reli- 
tle,  the  index  does  seem  to  be  saying  that  there's  no 
esh  strength  in  demand  on  the  horizon.  Without  that, 
e  performance  of  manufacturing — and  the  economy — 
likely  to  remain  pretty  tepid.  Even  if  the  economy  did 
!gin  to  heat  up,  it's  a  good  bet  that  the  Fed  would  be 
lick  to  cool  it  off. 

FACTORIES  The  factory  sector  was  still  depressed  in 
MAY  March,  according  to  the  National  Associa- 

HAVEHIT  tion  of  Purchasing  Management,  but 
BOTTOM  there  were  signs  that  its  problems  are 
)t  getting  much  worse.  The  NAPM's  index  of  business 
:tivity — a  composite  reading  of  orders,  production,  em- 
oyment,  inventories,  delivery  times,  and  prices — rose 
r  the  second  consecutive  month  (chart). 
But  while  the  index  edged  up  to  48.8%  from  48.3%  in 


February,  it  remained  below  50%  for  the  11th  consecu- 
tive month.  Such  a  reading  indicates  that  conditions  in 
manufacturing  are  deteriorating.  The  only  real  bright 
spots:  Both  orders  and  production  inched  above  50%  for 
the  second  month  in  a  row. 

Government  data,  though,  don't  provide  much  hope 
that  the  factory  sector  can  shake  off  its  troubles  soon. 
New  orders  in  durable  and  nondurable  manufacturing 
plunged  5.5%'  in  January,  rebounded  by  only  1.8%  in 
February,  and  are  no  higher  than  a  year  ago.  After 
allowing  for  price  gains,  orders  show  a  decline. 

Despite  weak  demand,  the  factory  sector  does  have 
one  thing  going  for  it:  Inventories  are  under  control. 
They  fell  0.1%-  in  February.  Factories  put  the  brakes  on 
inventory  growth  in  mid-1989.  Excluding  the  swings 
caused  by  autos  and  aircraft,  the  ratio  of  stocks  to 
shipments  has  remained  low  during  the  past  year.  So  if 
orders  do  pick  up,  output  will  rebound  very  quickly. 

(CONSUMERS  Any  improvement  in  manufacturing's  for- 
GETMORE  tunes  will  depend  on  consumers,  whose 
AND  MORE  spending  accounts  for  two-thirds  of  real 
JITTERY  gross  national  product.  But  consumers 
are  increasingly  worried  about  the  economy  (chart). 
That,  along  with  slower  income  growth,  heavy  debt  bur- 
dens, declining  home  values  in  some  areas,  and  the  de- 
sire to  save  more,  will  limit  this  year's  spending  growth. 

In  February,  consumer  spend- 
ing increased  0.4%  to  an  annual 
rate  of  $3,631.8  billion.  But  ad- 
justed for  prices,  spending  was 
flat  in  February,  after  declining 
0.1%  in  January.  In  the  first  two 
months  of  last  quarter,  real  con- 
sumer spending  grew  at  a  1.8% 
annual  rate,  up  from  the  anemic 
0.5%  pace  in  the  fourth  quarter. 

The  current  pace  of  consumer 
spending  seems  consistent  with 


OPTIMISM  TAKES 
A  SUDDEN  DROP 
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the  Fed's  goals.  It's  strong  enough  to  keep  the  economy 
out  of  a  recession  but  tame  enough  to  prevent  inflation 
pressures  from  building.  However,  almost  any  negative 
shock  could  cause  consumers  to  cut  back  suddenly,  send- 
ing the  economy  into  a  recession.  Just  such  a  scenario 
has  accompanied  the  fall  of  many  past  expansions. 

Energy  demand  caused  some  of  the  recent  sluggish- 
ness. Real  purchases  of  fuel-related  goods  and  services 
plunged  15.2%  during  the  warm  weather  of  January. 
And  since  February  was  also  mild,  energy  outlays  didn't 
bounce  back  very  much  in  that  month.  As  the  weather 
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returns  to  normal  patterns,  swings  in  energy  spending 
should  play  less  of  a  part  in  consumer  outlays. 

The  slump  in  car  sales,  however,  shows  little  sign  of 
turning  around.  Spending  on  new  cars  surged  11. 57^  in 
January,  when  incentives  were  put  back  in  place,  but  in 
February,  sales  fell  5.6%.  Even  with  incentives  still  avail- 
able in  March,  car  buying  was  weak.  Domestically  made 
cars  sold  at  an  annual  rate  of  7.2  million  in  late  March, 
bringing  the  monthly  pace  to  6.6  million.  That's  down 
from  6.8  million  in  February  and  the  lowest  pace  so  far 
this  year. 

Demand  for  other  goods  is  mixed.  Purchases  of  non- 
auto  durable  goods  fell  2.2%  in  February  after  jumping 
4.4%  in  January.  Buying  of  appliances  and  furniture  was 
particularly  strong.  But  spending  for  nondurable  goods 
other  than  heating  oil  and  gasoline  was  flat  in  February 
and  up  just  0.1%  in  January.  Services,  however,  are 
doing  well.  Spending  for  them,  excluding  utility  demand, 
rose  0.3%  in  February  and  0.5%  in  January. 

UNCLE  SAM  If  consumers  aren't  spending  with  much 
LENDS  vigor,  it's  not  because  they  lack  the  mon- 

A  WELCOME    ey  True,  income  growth  has  slowed,  but 

^^^^  it  is  still  strong  enough  to  support  a  mod- 

erate pace  of  spending. 

In  February,  personal  income  increased  0.97',  to  an 
annual  rate  of  $4,635.9  billion.  Wages  and  salaries  ad- 
vanced 0.97c  in  February.  Auto  workers  returning  from 
layoffs  gave  a  big  boost  to  factory  wages. 

After  adjusting  for  prices  and  taxes,  real  disposable 
income  was  up  0.4%'  in  February,  and  it  has  risen  2.1%- 
over  the  past  12  months.  That's  a  respectable  rate,  but 
it's  much  slower  than  the  4.7%-  pace  of  a  year  earlier. 

Uncle  Sam  also  helped  put  more  cash  in  consumers' 
pockets  in  February.  The  number  of  income  tax  refunds 
was  running  20%  ahead  of  last  year's  pace,  and  the 
average  individual  refund  was  up  about  $30,  to  $865. 

So  if  the  money  is  there,  why  aren't  consumers  shop- 


ping more?  One  reason  seems  to  be  their  anxiety  aboul 
the  expansion's  future.  The  two  major  surveys  of  con 
sumers'  confidence — compiled  by  the  Conference  Boart 
and  the  University  of  Michigan — indicate  that  consumers 
aren't  as  optimistic  as  they  were  in  1989.  The  Conferenct 
Board's  index  fell  to  107.8  in  the  first  quarter,  dowi 
sharply  from  its  115  average  of  the  fourth  quarter,  anc 
from  118  in  the  first  quarter  of  1989. 

Problems  in  the  housing  mar- 
ket, especially  in  the  Northeast, 
have  made  consumers  jittery, 
since  about  56%'  of  all  families 
own  their  own  homes.  And  even 
though  job  growth  remains 
healthy  overall,  the  announced 
layoffs  in  retailing,  finance,  and 
manufacturing  may  be  height- 
ening concerns  about  jobs. 

Also,  debt  burdens  are  be- 
coming increasingly  difficult  for 
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consumers  to  handle.  The  percentage  of  consumer  loan: 
overdue  by  30  days  or  more  had  reached  a  10-year  hig? 
in  the  third  quarter  and  then  declined  only  slightly  in  tht 
fourth  quarter,  from  2.9%-  to  2.6%'. 

The  slowdown  in  consumer  spending  isn't  all  bad 
though.  For  one  thing,  the  proportion  of  disposable  in- 
come saved  has  risen  to  5.5%-  so  far  this  year,  a  bit  aheac 
of  the  5.4%  pace  of  last  year  and  a  lot  higher  than  th€ 
4.2%'  average  in  1988  (chart).  Higher  domestic  savings 
will  help  the  economy,  since  U.  S.  interest  rates  don'1 
have  to  rise  as  much  to  attract  foreign  funds.  Slower 
spending  should  also  help  stem  the  rise  in  imports. 

The  Fed  doesn't  mind  that,  because  slower  economic 
growth  is  necessary  to  control  inflation.  The  danger 
though,  is  that  the  consumer  worries  that  crop  up  in  8 
weak  economy  will  cause  shoppers  to  become  even  mor€ 
tightfisted.  If  they  pull  back  too  much,  the  Fed's  plan— 
and  the  entire  expansion — could  be  in  jeopardy. 


THE  WEEK  AHEAD 


CAPITAL  SPENDING 


Wednesday,  Apr.  11,  8:30  a.m. 
Businesses  probably  have  scaled  back 
their  capital  spending  plans  for  all  of 
1990.  Instead  of  the  6.4%  increase  report- 
ed when  the  Commerce  Dept  questioned 
companies  back  in  October  and  Novem- 
ber, the  new  survey,  taken  in  January 
and  February,  should  show  a  smaller  5% 
gain  for  1990.  In  1989,  capital  spending 
increased  about  10%  over  1988,  but  the 
sluggish  economy  is  probably  causing 
companies  to  cut  back  this  year's  plant 
and  equipment  budgets.  However,  first- 
quarter  spending  most  likely  increased 
by  about  6%  from  the  fourth  quarter, 
stronger  than  the  3.7%  rise  previously 
festiiuated.  That's  suggested  by  the 


gains  in  capital-goods  shipments,  plus 
the  extremely  warm  weather  during 
much  of  the  first  quarter  that  boosted 
construction  activity. 

RETAIL  SALES  

Thursday,  Apr.  12,  8:30  a.m. 
The  consensus  is  that  retail  sales  in- 
creased a  modest  0.37'  in  March.  Falling 
car  sales  probably  offset  gains  at  other 
retailers.  In  February,  a  steep  drop  in 
car  purchases  caused  a  0.87^  drop  in  re- 
tail sales.  Excluding  autos,  sales  rose  a 
healthy  0.77. 

PRODUCER  PRICE  INDEX  

Friday,  Apr.  13,  8:30  a.m. 

Most  economists  expect  that  producer 

prices  of  finished  goods  advanced  by 


about  0.37  in  March.  Energy  costs 
should  continue  to  decline  following 
their  13.67  surge  in  January.  In  Febru 
ary,  finished-goods  prices  were  un 
changed  because  falling  energy  prices 
offset  gains  in  other  costs. 

BUSINESS  INVENTORIES 


Friday,  Apr.  IS,  10  a.m. 
Inventories  held  at  manufacturers 
wholesalers,  and  retailers  were  likely  lit 
tie  changed  in  February  after  rising 
0.27  in  January.  That's  suggested  bj 
the  already  reported  0.17  decline  in  fac 
tory  stockpiles.  Business  sales  probablj 
rose  about  2.57  in  February  after  in 
creasing  0.37  in  January.  Factory  ship 
ments  in  February  were  up  3.37o,  bu'^ 
retail  sales  were  off  0.87o. 
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If  managing  iocai  anairs 
from  aferworSd,  there  m^it 
still  be  a  Britisn  Empire. 


local  afifes 


Kiiig  George  III  and  a 
few  of  his  royal  descendants 
would  probably  agree,  some 
things  just  can't  be  run  from 
a  distance.  A  lesson  from  the 
history  books  that  appUes  to 
working  with  provider  net- 
works in  any  multistate 
managed  care  program. 


The  \asi  (kmg  you  need  ls  to  put  down  an 
employee  revolt  over  a  provida'  network  that's 
hne  today  hut  tjnnc  tomorrow 

Because  once  there  are 
contracts  with  local  doctors 
and  hospitals,  someone 
needs  to  be  there  to  manage 
the  networks  experdy.  To 


understand  what  access 
means  to  people  locally.  To 
work  face  to  face  with  doc- 
tors on  the  quality  of  care. 

We  know,  because  J_ 
for  the  past  60  years 
we've  had  more  experi- 
ence managing  provider 
networks  than  anyone 
else.  Blue  Cross  and  Blue 
Shield  Plans  are  located  in 
communities  throughout 
the  country,  with  experts 
who  manage  the  local  health 
care  delivery  system  firsthand 

Experience  has  taught 
us  that  you  can't  build  a  cost 
effective  provider  network 
without  being  selective 
with  doctors  and  hospitals. 
So  we  have  contracting  guide- 
lines that  consider  their 


credentials,  performance, 
and  patient  access. 

And  because  we  have 
over  15  million  people  who 
currendy 


receive  care 
under  our 

national  Wlui(  s  (  usIoDKii  V  m  New  York 
rrra-narrixH  ""'""'I'v  their  cupojlea 
nidi IdgeU  i „  K<J ns(«  Ci (V 

care  programs,  we  have  the 
leverage  to  maintain  effective 
provider  relationships. That 
gets  us  better  cooperation  in 
utilization  management  and 
quality  assurance  programs. 

All  of  which  adds  up  to 
a  program  that  delivers  more 
cost  effective  health  care 
through  a  provider  network 
your  employees  can  feel 
comfortable  using.  And  our 
most  recent  managed  care 
survey  showed  a  member 
satisfaction  rate  of  95%. 

But  while  managing 
local  provider  networks  is 
our  forte,  our  experience  in 
organizing  these  net- 
works into  programs 
for  over  100  major 
national  employers 
is  unparalleled. 

^    \\  \th  our  managed  care  programs, youi 
:  mployees  get  ejjment  delivery  of  health 
arc  coverage,  no  matta'  where  they  live 

So  ff  your  company  has 
employees  in  more  than  one 
state,  and  you're  looking  for 
a  specialist  who  can  experdy 
manage  your  program  across 
the  country,  just  call  1-800- 
426-2583.  After  aU,  ff  man- 
agement from  a  distance 
was  such  a  good  idea,  we 
might  aU  be  taking  tea  in  the 
after- 


noon. 


Blue  Cross- 
Blue  Stiiekl. 


laf  ki  Blur  C  rm*  &  Bluf  ShitU  A 
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IS  JAPAN  CRACKING? 
HARDLY 

ITS  TRADE  CONCESSIONS  WON'T  HURT— AND  A  WEAKER  YEN  WILL  HELP  EXPORT 


I 


R 


ism^  interest  rates.  A  plunjjing 
yen.  A  stock  market  that  can't 
Lseem  to  find  bottom.  You  mijjht 
be  excused  for  wondering  if  Japan's 
days  of  economic  invincibility  are  over. 
Think  again. 

Although  the  financial  shocks  are  sub- 
stantial, they  don't  yet  represent  a  seri- 
ous threat  to  the  world's  second-most- 
powerful  economy.  Certainly,  there  will 
l)e  dislocations:  Weaker  companies  will 
falter,  Japan's  fast-growing  banks  face 
a  circumscribed  future  (page  24),  and 
some  speculators  in  land  and  equities 
will  get  burned. 

But  there's  an  upside  as 
well  that  could  easily  out- 
weigh the  negatives.  The 
weaker  yen  will  unavoidably 
enhance  Japan's  already  fear- 
some competitiveness,  cheap- 
ening its  exports  and  giving 
corporate  profits  a  healthy 
boost.  Ridding  the  Tokyo 
Stock  Exchange  of  some 
speculative  froth  will  help 
bring  Japan's  financial  econo- 
my more  in  line  with  its  real 
economy,  which  remains 
quite  strong.  Even  the  latest 
round  of  trade  concessions 
could  have  a  salutary  effect 
if  they  help  rid  Japan's  econo- 
my of  inefficiencies  that  keep 
consumer  prices  high.  Ob- 
serves Paul  A.  Summerville, 
an  economist  at  Jardine  Flem- 
ing Securities  Ltd.  in  Tokyo: 
"The  strong  will  come  out 
stronger  than  ever." 
FAINT  PRAISE.  Hailing  the  lat- 
est batch  of  trade  conces- 
sions, President  Bush  pro- 
claimed that  "significant 
progress"  had  been  made  in 
the  so-called  Structural  Im- 
pediments Initiative  talks 
held  in  Washington  Apr.  2-6. 
The  government  of  Prime 
Minister  Toshiki  Kaifu,  for 
example,  promised  to  relax 
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Japan's  laws  against  big  retail  stores. 
Although  separate  talks  on  opening  Ja- 
pan's market  to  U.  S.  plywood  and  tele- 
communications products  had  not  yet 
produced  accords,  the  two  sides  did 
reach  deals  to  open  Japan's  market  to 
U.  S.  satellites  and  supercomputers. 

The  response  of  the  intended  Ameri- 
can beneficiaries,  however,  was  muted 
at  best.  Toys  'R'  Us,  which  is  trying  to 
crack  Japan's  distribution  system,  said  it 
was  "very  optimistic"  it  could  now  open 
its  first  toy  store  in  Japan  in  1991.  But 
Cray  Research,  which  is  battling  NEC, 
Fujitsu,  and  Hitachi,  was  skeptical  that 


a  new  supercomputer  accord  would  ; 
suit  in  a  big  spurt  of  new  sales.  Satel  e 
makers  Hughes  Aircraft,  Ford  Aei 
space,  and  General  Electric  may  wii; 
new  sale  or  two,  but  they  expect  si. 
competition  as  Japan  gears  up  its 
satellite  industry. 

Indeed,  most  U.  S.  businesses  wif 
distinctly  underwhelmed  by  the  acci  i 
plishments  that  negotiators  in  Washn  - 
ton  were  claiming.  "Unfortunately," 
Henry  Wendt,  chairman  of  SmithKI- 
Beecham  Corp.  and  head  of  the  1. 
Japan  Business  Council,  puts  it,  "the  • 
cords  will  not  have  much  positive  imp;! 


LOTS  OF  TALK, 
LITTLE  CHANGE 
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1981 
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To  give  U.S.  auto  makers  "breathing  room"  to  retoc 
plants,  Japan  agrees  to  "voluntary"  quotas  on  its  car 
to  the  U.S.  But  Detroit  fails  to  produce  the  small,  fuel-efficient  c 
manded  by  consumers  and  begins  importing  them  instead.  Japa' 
carmakers  start  sending  option-packed  medium-priced  models 
Result:  more  pressure  on  Detroit 


The 
prof 


1978-86 


A  Japanese 
govern- 
ment tobacco  monopoly  is  slowly 
dismantled  under  the  repeated 
threat  of  U.S.  sanctions.  Result: 
The  market  share  of  foreign  ciga- 
rettes climbs  from  2%  in  1985  to 
14%  in  1990 


1984-85 

intensive  talks  in  certain  a 
where  it  believes  it  has  clc 
periority  on  quality  and  pr 
telecommunications,  elect 
forest  products,  medical 
ment,  drugs,  and,  later,  aut 
Result:  Trade  barriers  pers 

Japan  vows  tc 
dumping  sem 
ductors  in  the  U.S.  and  to  i 
market  share  for  U.S.  chip 
in  Japan  to  at  least  20%  by 
Yet  because  of  continued  c 
ing,  the  U.S.  imposes  sane 


1986 


the  trade  balance."  If  he's  right,  that 
;ans  the  U.  S.  trade  deficit,  stuck 
3und  $50  billion  for  the  past  five 
ars,  may  have  nowhere  to  go  but  up. 
Perhaps  more  important,  if  the  struc- 
ral  measures  that  Japan  vowed  to  take 
tually  work,  they  could  wind  up  mak- 
r  its  economy  more  efficient.  Stream- 
ing the  country's  convoluted  distribu- 
n  system,  for  instance,  would  reduce 
ices  and  free  much-needed  workers  for 
)re  important  jobs.  And  tougher  anti- 
ist  enforcement  could  force  colluding 
Tipanies  to  be  more  competitive.  "Ja- 
n  has  a  habit  of  turning  impositions 
)m  others  to  its  own  advantage,"  says 
inneth  Courtis,  senior  economist  at 
•utsche  Bank  Group  in  Tokyo, 
i  CRISIS.  While  the  accords  represent  a 
(lomatic  win  for  the  Bush  Administra- 
n,  the  biggest  gain  was  political.  Dur- 
f  congressional  hearings  in  April,  U.  S. 
ade  Representative  Carla  A.  Hills  will 
able  to  argue  that  the  Sll  talks,  while 
I  completely  satisfactory,  are  continu- 
Since  President  Bush  and  Kaifu 
m't  formally  agree  on  the  measures 
til  next  July's  economic  summit  meet- 
^  in  Houston,  the  continuing  talks  will 
)vide  Congress  an  excuse  to  eschew 
aliatory  measures. 

'\.lthough  Japan's  stock  market  rout 
ures  to  result  in  slightly  slower  eco- 
mic  growth  this  year,  the  Japanese 


are  suffering  no  crisis  of  confidence. 
Government  officials  seemed  pleased  the 
speculative  froth  was  being  blown  off. 
"In  discussions  with  regulators  last 
year,  it  was  clear  that  they  thought  this 
asset-related  bubble  would  threaten  the 
financial  system  of  Japan  in  the  end," 
says  Masaru  Kakutani,  associate  direc- 
tor at  Moody's  Investors  Service  Inc. 
"We're  not  worried  at  all,  as  long  as  the 
stock  market  doesn't  panic,"  confirms  a 
senior  Finance  Ministry  official. 

Some  investors  remained  bullish,  par- 
ticularly about  the  prospects  for  Japa- 
nese exporters.  Although  the  govern- 
ment, for  political  reasons,  will  try  to 
discourage  exporters  from  aggressively 
boosting  their  sales,  that  doesn't  mean 
they  won't  benefit  from  the  fallen  yen. 

Even  if  export  volumes  stay  flat,  prof- 
its should  soar.  Courtis  figures  many 
exporters'  breakeven  point  is  about  118 
yen  to  the  dollar.  With  the  yen  hovering 
near  160,  that  spells  huge  new  profits. 
Shares  of  such  big  exporters  as  Hitachi, 
NEC,  Casio,  and  Toyota  were  up  strongly 
as  this  export  theme  was  sounded. 

Although  the  cost  of  new  capitiil  is 
increasing,  many  Japanese  multination- 
als either  hold  huge  cash  hoards  or 
raised  all  the  capital  they  need  when 
rates  were  lower.  Having  spent  lavishly 
on  capital  projects  last  year,  the  Japa- 
nese are  readying  new  waves  of  prod- 


1988 


After  years  of  talks, 
Japan  agrees  to  open 
its  construction  market,  starting 
with  work  on  Kansai  Airport.  But 
bid-rigging  and  collusion  among 
Japanese  contractors  persist. 
Also,  Japan  agrees  to  end  quotas 
on  beef  and  citrus  by  1992. 
Result:  U.S.  beef  exports  to  Japan 
nse  19%  in  1989 


tfs  on  laptops,  power 
d  other  goods. 
Market  share  for  U.S.  chip- 
'n  Japan  goes  from  9%  in 
'ust  12.6%.  Some 


1990 


Japan  reaches  pre- 
liminary agreement 
with  the  U.S.  to  open  its  markets 
to  U.S.  supercomputers  and  satel- 
lites. The  U.S.  failed  to  win  con- 
cessions on  wood  products 


Result: 


U.S.  trade  deficit  with  Japan, 
about  $50  billion  a  year,  has  not 
improved  since  1985,  when  dollar 
was  at  its  peak 

Outlook: 

U.S.  deficit  with  Japan  is  likely  to 
worsen  because  of  cheaper  yen 
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ucts  made  at  dramatically  lower  costs. 

Japan's  investment  drive  overseas 
might  be  tempered  by  the  increased  cost 
of  capital.  Foreign  investments  of  Japa- 
nese manufacturers  will  decline  from 
$45  billion  last  year  to  $35  billion  this 
year,  predicts  Robert  Feldman,  a  vice- 
president  at  Salomon  Brothers  Asia  Ltd. 
in  Tokyo.  But  the  Japanese  keep  pouring 
money  into  developing  technologies. 
Last  month,  for  example,  Japanese  com- 
panies purchased  a  57'  stake  in  Silicon 
Graphics  Inc.,  bought  Gould  Inc.'s  elec- 
tronic-measuring equipment  division, 
and  opened  a  Silicon  Valley  laboratory  to 
explore  emerging  technologies. 
NO  FLOOD.  The  Japanese  already  have 
captured  26'/^  of  the  U.  S.  vehicle  market 
and  are  poised  to  increase  their  share  to 
30%,  thanks  in  large  part  to  new  models 
and  new  U.  S.  plants.  American  auto 
parts  makers  also  continue  to  face  a  lop- 
sided trade  balance  despite  the  prospect 
of  modest  gains  in  sales  to  Japanese 
manufacturers.  "I  don't  expect  the  dam 
to  break,"  says  Southwood  J.  Morcott, 
chairman  and  CEO  of  Dana  Corp.,  a  Tole- 
do-based maker  of  truck  axels. 

Nor  does  Silicon  Valley  see  a  sudden 
decline  in  Japan's  attempt  to  dominate 
information-processing  technologies.  Hi- 
tachi is  introducing  a  new  mainframe 
this  spring.  In  semiconductors,  U.  S. 
companies  have  reached  12.6'/'  of  the 
Japanese  market,  but  face  re- 
lentless pressure  at  home. 

The  strengthening  dollar 
will  make  it  tougher  for  U.  S. 
producers  to  crack  Japan's 
markets.  One  small  example 
is  Allegretti  &  Co.,  a  Chats- 
worth  (Calif.)  maker  of  power 
gardening  equipment.  Last 
year,  it  started  selling  yard 
trimmers  and  leaf  blowers  in 
Japan.  It  negotiated  its  prices 
when  the  yen  was  at  122  to 
the  dollar.  But  in  recent 
months,  Japanese  distributors 
have  cut  orders  rather  than 
accept  'S07'  price  hikes. 

The  yen's  weakness  over- 
shadows all  the  supposed  dip- 
lomatic jjrogress.  As  a  senior 
U.  S.  Treasury  Dept.  official 
explains:  "The  present  ex- 
change rate  situation  in  Ja- 
pan must  be  a  matter  of  con- 
cern for  Japan  because  if  it 
persists,  it  would  tend  to  in- 
crease their  tendency  toward 
export-led  growth."  The  Ad- 
ministration could  soon  find 
economic  conflict  with  Japan 
only  deepening. 

Bi/  Robert  Ncjy  in  To/c- 
yo  and  William  J.  Holstein  in 
New  York,  with  Paul  Magnus- 
son  in  Washington  and  bureau 
reports 
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JAPAN  I 


WHERE  THE  NIKKEI'S  BIG  SLIP 
IS  REALIY  SHEWING 


With  the  easy  money  disappearing,  Japan's  major  banks  are  in  a  pickle 


E 


Iven  as  the  Tokyo  Stock  Exchange 
began  tumbUng  in  January",  many 
I  market  mavens  swore  that  stocks 
soon  would  be  derdng  grant}-  again.  No 
longer.  Since  Apr.  2.  when  the  Nikkei 
Stock  Average  plunged  6.6%,  a  darker 
mood  has  set  in.  "There's  no  energy 
left,"  laments  Kenji  Kobata.  general 
manager  of  research  at  Nomura  Securi- 
ties Co.  As  recently  as  February",  Nomu- 
ra was  still  forecasting  a  rec- 
ord-breaking year.  But  now, 
Kobata  concedes,  "it  will  be 
tough  to  make  a  comeback." 

Never  has  Tokyo's  in- 
grained optimism  been  so  se 
verely  tested.  A  series  of 
minicrashes  has  taken  the 
Nikkei  down  27%  since  it 
peaked  on  the  last  trading 
day  of  December  (chart).  The 
betting  is  that  the  blue-chip 
average  soon  may  lose  an  ad- 
ditional 20%.  lea\-ing  it  at  its 
lowest  point  since  1988.  But 
the  market  doesn't  have  to 
drop  that  far  to  cause  dam- 
age. Already,  the  1990  col- 
lapse is  sho\\ing  its  effects. 
MARGIN  CALLS.  Suddenly,  an- 
alysts are  wonting  about  many  big 
banks,  which  raised  ST.5  biUion  in  cheap 
equit}"  capital  during  the  boom  of  the 
past  few  years.  Many  midsize  real  estate 
speculatoi*s.  who  used  high-priced  land 
as  collateral  to  buy  stocks  and  plowed 
market  gains  into  more  propertj".  are 
said  to  be  suugghng.  And  tens  of  thou- 
sands of  small  investors,  who  have 
amassed  a  record  S62.5  billion  worth  of 
shares  on  borrowed  money,  will  receive 
calls  from  brokers  to  come  up  with  more 
cash.  Margin  loans  totaling  S8.1  billion 
must  be  repaid  or  refinanced  in  April. 
An  additional  SIO  billion  is  due  in  May. 

The  big  banks  may  be  in  the  biggest 
pickle  of  all.  As  Tok}"0  soared  over  the 
past  several  years,  many  banks  turned 
to  trading  their  stock  portfolios  to  pump 
up  lackluster  banking  profits.  Mitsubishi 
Bank  Ltd..  for  one.  earned  S856  million 
before  taxes  last  year  through  trading. 
So  widespread  was  the  practice  that  a 
t\T)ical  Japanese  bank  became  "a  mutual 
fund  that  happens  to  have  a  banking 
franchise,"  says  one  U.  S.  bank  regula- 
tor. But  now,  with  the  market  plunge 
-hing  more  than  SlOO  billion  off  the 


paper  profits  on  their  stock  portfolios 
(chart),  the  easy  money  is  fast  disaph 
pearing.  "Bank  strateg}-  has  been  based 
on  the  idea  that  capital  is  a  bonomless 
pit,"  says  Roger  Gough,  an  analyst  at 
Baring  Securities  (Japan)  Ltd.  With  the 
market  value  of  even  the  biggest  banks 
now  down  30%  to  50^c.  "this  will  force 
the  banks  to  face  up  to  reahtj-." 
Indeed,  the  collapse  has  dealt  a  severe 


blow  to  the  prestige  and  strategies  of 
Japanese  banks,  w-hich  saw  their  assets 
double,  to  S4.2  trilhon.  over  the  past  five 
years.  "If  stocks  stay  low  or  decline  fur- 
ther, the  banks  will  have  to  adjust  their 
expansion  programs."  acknowiedges  At- 
suo  Hirano.  managing  director  of  Mitsu- 
bishi Bank's  international  banking 
group.  The  banks  count  unrealized  stock 
market  gains  as  capital.  So.  many  may 
start  borrowing  hea\ily — at  double  last 
year's  interest  rates — 
to  make  up  for  their 
market  losses. 

Tokyo's  four  big 
stockbi-okers — Nomu- 
ra. Daiwa.  Nikko.  and 
Yamaichi — are  also 
hurting.  Their  under- 
writing revenues  had 
shot  up  50%  in  the 
past  two  years  as  Ja- 
pan Inc.  turned  to  the 
Tokyo  exchange  and 
the  London  Euromar- 
ket to  issue  an  ava- 
lanche of  stock  and 
convertible  bonds.  But 
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now  that  business  is  vanishing.  Non-.i 
ra's  Euromarket  under\\Titings  droi  ;  tr 
45%r  in  the  first  quarter.  '^Tiat's  wrirs- 
brokers  now  fear  getting  srack  wr. 
massive  bad  debts.  One  group  of  spect 
lators  is  now  rumored  to  be  unable  t 
repay  large  loans  from  several  doze 
brokers.  And  shares  of  Kagoshima  Ban 
Ltd.  and  Higo  Bank  Ltd.  have  nose-dive 
70%  amid  fears  that  a  troubled  real  e: 
tate  group  that  owns  their  stock  soo 
win  start  dumping  its  assets.  Source 
say  Morgan,  Stanley  &  Co.'s  Tokj-o  un; 
lost  at  least  S4  million  when  an  unident 
fied  buyer  of  the  bank's  shares  couldn 
pay  for  his  purchase. 
SHRUGS.  Despite  the  likelihood  of  mor 
carnage  if  the  Nikkei  falls  further.  J: 
pan's  powerful  financial  regulators  s 
far  have  been  unable — in  some  cases  ui 
willing — to  exert  the  sort  o 
magic  that  has  pulled  Toky- 
out  of  past  crises.  The  F 
nance  Ministry  has  ease 
margin  requirements  fo 
small  investors  and  urged  lif 
insurers  to  buy  stocks  afte 
the  Apr.  2  plunge.  But  th 
moves  have  had  Hnle  impaci 
Indeed,  "there's  nothing  the 
can  do  to  support  the  marke 
except  to  drop  interes 
rates,"  says  economist  Te' 
suo  Tsukimtu^  of  Smith  Bai 
ney  International.  But  wit 
the  yen  falling  and  inflatio: 
rising,  the  Bank  of  Japan  n 
fuses  to  stop  pushing  rate 
higher.  Only  a  deal  to  cu 
rates  worldwide  might  ge 
the  bank  to  change  its  mind. 

As  long  as  other  markets  around  th 
world  continue  to  shrug  off  Tokyo' 
troubles,  the  regulators  may  continu 
their  low--key  approach.  But  while  off 
cial  Japan  ponders  what  to  do,  the  exc 
dus  from  Japanese  stocks  is  picking  u 
speed.  Hitachi  Ltd..  for  one.  plans  to  cu 
its  stock-trading  fund  by  70%,  or  S62 
milhon.  Nippon  Oil  Co..  meanwhile,  car 
celed  its  S313  million  stock  account  out 
right.  All  told,  Japan' 
S256  billion  corporat 
stock  fund  busines 
may  shrink  10%  ii 
1990.  "All  of  the  mo; 
closely  held  beUefs  o 
investors  in  the  Tok}- 
stock  market  hav 
been  challenged,"  say 
economist  Kermit  L 
Schoenholtz  of  Sale 
mon  Brothers  Asi 
Ltd.  It  could  tak 
months — even  years- 
to  restore  investors 
confidence. 

By  Ted  Holden  in  Toky 
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Commentary/by  Judith  H.  Dobrzynski  and  Eric  Schine 


lOCKHEED'S  LESSON:  IT'S  OPEN  SEASON  ON  YES-NlilN  BOARDS 


hat  do  shareholders  want? 
That's  on  the  minds  of  many 
U.  S.  executives  in  the  wake 
Lockheed  Corp.'s  Mar.  29  annual 
;eting.  To  stave  off  votes  for  a  slate 
directors  proposed  by  corporate 
ider  Harold  C.  Simmons,  Lockheed 
lief  Executive  Daniel  M.  Tellep 
reed  to  appoint  up  to  three  represen- 
;ives  of  institutional  investors  to  the 
ard.  He  may  soon  have  company: 
ith  big  investors  growing  increasing- 
restive,  what  happens  at  Lockheed 
ly  set  a  pattern. 

It's  obvious  that  Lockheed  share- 
Iders  are  unhappy  with  manage- 
;nt's  performance.  Over  the  past 
ree  years,  while  the  stock  market  ad- 
nced  smartly,  Lockheed's  average 
nual  total  return  to  shareholders 
lounted  to  -L9%.  Its  backlog  is 
rinking.  So  are  earnings,  which  last 
II  were  hit  by  a  $465  million  write- 
wn  for  cost  overruns  on  its  aircraft 
agrams.  Tellep,  who  inherited  most 
these  problems  when  he  became  CEO 

January,  1989,  tried  to  shore  up 
9fits  by  selling  nondefense  assets, 
it  those  plans  have  stalled. 
What's  less  obvious  is  that  share- 
Iders  are  almost  as  infuriated  with 
ckheed's  directors,  their  supposed 
presentatives  in  the  boardroom.  Be- 
les  putting  up  with 
ckheed's  poor  perfor- 
mce,  directors  have 
ted  for  several  mea- 
res  to  entrench  man- 
ement.  In  1986,  Lock- 
ed reincorporated 
)m  California  to  the 
)re  protective  state  of 
jlaware,  installed  a 
ison  pill,  and  changed 
veral  charter  provi- 
)ns  to  repel  take- 
ers.  "They  removed 

accountability  of  the 
magement  to  share- 
Iders,"  says  Howard 

Sherman,  director  of  the  proxy  advi- 
ry  service  at  Institutional  Sharehold- 

Services  Inc. 

►  STATIC.  Then  the  board  went  fur- 
er:  It  created  an  employee  stock  own- 
ship  plan  to  block  a  bid  from  Sim- 
Dns.  "We  think  these  steps  are  in  the 
ig-term  interest  of  shareholders," 
ys  director  Warren  Christopher,  a 
rmer  Deputy  Secretary  of  State  who 
airs  O'Melveny  &  Myers,  a  law  firm, 
'hey  were  taken  to  prevent  the  com- 


pany from  being  taken  over  by  some- 
one who  would  break  it  up." 

Directors  had  little  to  lose.  Of  the  12 
outsiders  on  the  board,  only  three 
owned  meaningful  stakes  in  the  compa- 
ny: retired  Lockheed  CEOs  Lawrence  0. 
Kitchen  and  Roy  A.  Anderson  and  re- 
tired Amoco  Corp.  CEO  John  E.  Swear- 
ingen.  Neither  Kitchen  nor  Anderson 
would  be  likely  to  repudiate  policies 
they  put  in  place.  And  the  other  outsid- 
ers apparently  found  it  far  more  com- 
fortable to  go  along 
with  management 
than  challenge  it. 

Looked  at  square- 
ly, then,  Lockheed 
is  every  bit  as  much 
a  failure  of  the 
board  as  of  manage- 
ment. And  the 
boardroom  is  where  investors  rightly 
are  seeking  change  (table). 

Lockheed's  big  shareholders  will 
start  that  process  by  drawing  up  a  list 
of  potential  directors.  It  should  include 
tough,  independent  people  with  some 
understanding  of  the  defense  industry 
and  of  the  ways  of  major  corporations. 
The  institutions  should  submit  that  list 
to  Lockheed's  nominating  committee  of 
outside  directors — not  to  Tellep. 

Once  appointed,  the  new  directors 


WHAT  DIRECTORS 
DID  WRONG... 

...AND  WHAT  THEY 
SHOULD  DO 

►  Tolerated  poor  management 
performance  for  too  long 

►  Approved  many  measures  to  en- 
trench management 

►  Aligned  too  closely  with  man- 
agement, instead  of  shareholders 

►  Failed  to  show  commitment  to 
Lockheed  by  owning  only  a  bare 
minimum  of  shares 

►  Push  for  a  new  strategy'  to  in- 
crease shareholder  value 

►  Set  targets  and  deadlines  for 
management 

►  Be  prepared  to  change  manage- 
ment, if  goals  aren't  met 

►  Improve  oversight  of  defense 
contract  bidding 

►  Review  their  own  performance 

DATA:  BW 

have  only  to  do  what  directors  are  sup- 
posed to  do,  but  often  don't.  Even  the 
conservative  Business  Roundtable  re- 
cently said  that  a  key  role  of  the  out- 
side director  is  to  "periodically  evalu- 
ate the  CEO's  performance,"  with  a 
view  toward  making  decisions  about 
his  "compensation,  incentive  pay,  and 
continued  employment."  Lockheed's 
board,  then,  should  take  a  hard  look  at 
where  and  why  management's  strate- 
gy has  failed.  They  should  press  Tellep 


for  a  new  plan  to  reposition  Lockheed. 
It's  their  duty  to  approve  it,  set  tar- 
gets, and  hold  management  to  a  dead- 
line. "If  there's  no  change  in  a  year, 
they  may  have  to  change  manage- 
ment," says  Jay  W.  Lorsch,  a  Harvard 
business  school  professor  and  author 
of  Pawns  or  Potentates:  The  Reality 
of  America's  Corporate  Boards. 
CLOSER  HEED.  Directors  should  also 
press  for  a  fundamental  shift  in  Lock- 
heed's approach  to  winning  defense 
business.  Its  tradi- 
tion of  greatly  un- 
derbidding has  got- 
ten it  into  deep 
trouble  more  than 
once.  The  idea  is  to 
save  jobs,  keep  the 
production  lines  roll- 
ing, and  position  the 
company  for  the  next  program  from 
Washington.  But  while  that's  good  for 
employees,  it's  not  so  hot  for  share- 
holders. Board  members  will  have  to 
pay  closer  heed  to  prevent  such  bid- 
ding from  happening  again. 

To  avoid  further  showdowns  with 
shareholders,  the  Lockheed  board  will 
have  to  reorient  its  own  thinking,  too — 
to  put  shareholders'  goals  ahead  of 
management's.  To  get  directors  think- 
ing like  owners,  Lockheed  should  start 
paying  them  at  least 
partly  in  stock.  Says 
Thomas  J.  Neff,  presi- 
dent of  recruiters  Spen- 
cer Stuart  Associates: 
"I  wouldn't  go  on  a 
board  unless  I'd  agree 
to  take  all  of  my  fee  in 
stock."  Directors 
should  also  evaluate 
their  own  performance, 
notes  Ira  M.  Millstein, 
counsel  to  the  Roundta- 
ble. Outside  directors 
would  be  more  effec- 
tive, too,  if  they  choose 
one  of  their  members  to 
be  the  senior  director,  a  primus  inter 
pares,  to  lead  discussions  away  from 
management. 

What  do  shareholders  want?  The  an- 
swer isn't  that  tough  to  figure.  They 
want  corporate  boards  to  watch  out  for 
their  interests  and  management  to  do 
its  best  to  increase  value  over  the  long 
term.  The  Lockheed  drama  teaches 
that  in  today's  climate,  shareholders 
will  push  hard  to  get  what  they  want, 
one  way  or  another. 
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^.uij.ic.  cay.ed  the  ovei-populated  purchil 
ing  coi-ps  a  "cenn-al  flaw  in  acquisitiocl 
but  he  left  before  he  could  do  mul 
about  it.  "Ill  Wind  turned  out  to  be  lip 
bad  breath,"  says  the  top  lobbyist  atl 
big  aerospace  company.  "They  havei 
cut  down  those  people  in  the  bureaucr 
cy.  It's  still  the  same  quagmire." 

Senior  ad\isers  lu-ged  Defense  Seer 
taiy  Richai'd  B.  Cheney  to  get  rid  of  I 
quarter  of  the  staff,  but  instead,  he 
cided  to  eliminate  just  42.000  slots  ov 
five  yeai-s.  And  Pentagon  critics  wl 
railed  against  S-100  hammei*s  and  S'.Oi 
coffee  pots  five  years  ago  can  still  fii 
plent}"  to  holler  about. 
PRICEY  PLIERS.  The  litany  of  seemir 
horrors  is  dauntinglv  familiar.  BUSIXE 
WEEK  has  learned  that  congressional  i  \h 
vestigators  are  looking  into  whistl  - 
blowers'  reports  of  further  abuses,  i 
eluding  charges  that  the  Pentagon  spei 
S3.000  on  a  pair  of  pliers.  The  Air  Fore 
acknowledges  that  it  paid  S120.40  apie( 
for  207  paper-cup  dispensei-s  in  19SS. 
says  special  requirements  for  ui  r 
aboard  planes  justified  the  cost.  And  tl 
Army  confirms  that  last  fall,  it  pa 
S412.90  each  for  24  labor-sa\ing  "m 
chanical  pullers."  which  yank  a  hinge  p 
out  of  a  howitzer's  ti-ailing  legs.  Just  ;  ; 
months  eai*Uer.  the  Pentagon  bought  j  ig 
identical  pullers  for  SlS-5  each.  Contrac 
for  both  the  dispenser  and  the  S412.i: 
puller  were  awarded  through  compel 
tive  bidding. 

These  incidents  are  likely  to  put  fu 
ther  pressm-e  on  the  Pentagon  to  re\is 
its  procedures.  Conservative  Senate 
Chai-les  E.  Gi-assley  (R-Iowa).  one  of  th 
most  vocal  critics  of  Pentagon  procm-i 
ment.  plans  to  "point  out  to  Dick  Chene 
where  he's  being  undercut  by  the  bi 
reaucracy.  We're  going  to  help  him  b 
playing  guerrilla  warfare,  and  tht 
means  pushing  the  spare-paits  issue." 

Grassley's  staff  is  also  investigatin 
allegations  that  at  least  one  official  at 
Xa\y  supply  center  sold  a  contractor  ii  - 
side  information  on  an  item  that  wa  : 
then  purchased  from  that  supplier  on  - 
sole-source  basis.  Meanwhile,  the  pr 
vately  funded  Pi-oject  on  Goveramer 
Procurement,    a    Washington-base  *" 
watchdog  agency,  is  examining  repon 
of  fraudulent  bu\ing  practices  at  mil  -7 
taiy  supply  centei"s  around  the  cotmn-j  t 
The  acquisition  coi-ps  will  no  dout  I' 
sunive  the  latest  onslaught  of  criticisn 
And  the  3.000  to  5.000  defense  consu 
tants  probably  won't  stai"\"e.  In  otht 
words,  lU  Wind  barely  ruffled  the  statu  ^ 
quo.  Without  a  major  overhaul  of  th 
Pentagon's  spending  machine,  it's  only 
matter  of  time  before  crooked  consu 
tants  and  absurdly  priced  spare  pait 
are  again  splashed  across  the  headline:  i 
By  Dave  Gnfruks  in  Waskingto 


DEFENSE! 


BUSINESS  AS  USUAL 
AT  THE  PENTAGON 


Little  has  been  done  to  take  waste  and  fraud  out  of  defense  procurement 


When  the  massive  defense-pro- 
curement scandal  knowTi  as 
Operation  111  Wind  fii-st  cap- 
tured headlines  in  19SS.  doomsayei-s  pro- 
claimed the  end  of  the  militar."-indusuial 
complex  as  we  had  known  it.  One  agitat- 
ed aerospace  executive  went  so  far  as  to 
pre  "  '  "  :-ate  Congress  would  na- 
ti'; .  :rnse  mdusuw. 

Bu;  t  .vu  Years  and  nearly  three  dozen 
guilty  pleas  later  (box),  little  has 
changed  at  the  Pentagon.  The  Defense 
Dept.  has  adopted  various  refonns.  But 
neither  a  shrinking  militaiy  budget  nor 
the  effoits  of  thi-ee  Defense  Secretaries 
have  had  much  impact  on  a  process  lack- 
ing built-in  checks  on  waste  and  fi-aud. 
"It  looks  like  nothing's  changed  except 
the  propaganda."  says  A.  Ernest  Fitz- 
gerald, an  Air  Force  financial-manage- 
ment executive  and  the  granddaddy  of 
Pentagon  vs-histleblowei-s. 

Indeed,  much  of  the  system  that  pro- 
duced influence-peddling  and  outra- 
geously priced  spare  pans  has  proved 
remarkably  resistant  to  change.  Penta- 
gon conu-actors  remain  hea\ily  depen- 
dent on  the  expertise  and  influence  of 
consultants — mostly  former  military"  of- 
ficials or  congi-essional  aides.  Whiat's 
more,  the  !ab\Tinthine  acquisition  bu- 
reaucracy, nore  than  .500,00<)  strong,  can 


dig  in  against  change.  And  with  annual 
Pentagon  spending  sure  to  stay  higher 
than  S200  billion  for  years  to  come, 
there's  still  plentj-  of  room  for  mischief. 

The  defense-consulting  business  was 
at  the  hean  of  the  111  Wind  scandal.  In 
the  aftermath.  Congi-ess  nied  to  keep  a 
closer  eye  on  consultants  by  passing  a 
bill  that  forces  them  to  register.  But 
enforcement  is  up  to  the  Bush  Adminis- 
u-ation.  and  if  it  doesn't  wiite  snict  reg- 
ulations, the  wTongdoing  will  continue. 
And  more  than  ever,  companies  want 
the  competitive  edge  that  only  a  well- 
connected  consultant  can  give.  "Ill  Wind 
has  not  dampened  my  enthusiasm  for 
hiring  the  right  consultants."  says  Rich- 
ai'd K.  Cook.  Lockheed  Coi-p.'s  Washing- 
ton \ice-president. 

Nor  is  much  change  likely  within  the 
Pentagon.  Frank  C.  Carlucci.  the  De- 
fense Secretan"  when  111  Wind  became 


Ad\isers  urged  Secretan- 
Cheney  to  cut  a  quarter  of  the 
500,000  acquisition  workers. 

He's  easing  out  just  42.000 


6  '990 


lOOK  WHAT  ILL  WIND 
IS  BLOWING  IN 


Henry  E.  Hudson  is  closing  in  for 
the  kill.  The  U.S.  Attorney's 
four-year  probe  of  defense-pro- 
arement  fraud,  code-named  111  Wind, 
Iready  has  netted  nearly  three  dozen 
uilty  pleas.  Within  the  next  few 
lonths,  sources  close  to  the  investiga- 
on  say,  Hudson  may  bag  his  biggest 
rey  yet:  former  Navy  acquisitions 
lief  and  consultant  Melvyn  R.  Paisley 
long  with  Pentagon  suppliers  Unisys 
orp.  and  United  Technologies  Corp. 
The  inquiry  received  a  boost  on  Mar. 
i,  when  defense  consultant  William 
[.  Galvin  admitted  bribing  former  col- 
ague  Paisley  to  help  a  client  win  a 
avy  contract  for  a  drone  aircraft, 
alvin  also  pleaded  guilty  to  paying 
inior  Air  Force  official  Victor  D.  Co- 
in  to  help  another  client  snag  a  radar 
sal.  A  consultarit  whose  clients  includ- 
i  Unisys  and  United  Technologies, 
alvin  is  expected  to  provide  investiga- 
irs  with  "a  wealth  of  information," 
jcording  to  a  lawyer  familiar  with  the 
ise.  Paisley  and  Cohen,  through  their 
wyers,  deny  any  wrongdoing. 
noPHlES.  The  big-name  pleas  and  in- 
■ctments  should  help  disarm  critics 
ho  have  complained  that  the  probe 
isn't  lived  up  to  its  advance  billing, 
'^hen  subpoena-waving  investigators 
rst  swooped  into  the  offices  of  a  doz- 
1  companies  and  consultants  in  June, 
)88,  there  was  speculation  that  the 
ail  would  lead  to  the  highest  reaches 
F  the  Pentagon  and  Congress.  Now, 
lat  seems  to  have  been  a  bit  of  hype, 
ut  Hudson's  trophy  case  is  well- 
;ocked:  32  guilty  pleas,  two  trials  with 
iree  guilty  verdicts,  and  only  two  ac- 
nittals  (table).  "By  the  time  we  close 
ir  file  cabinets,"  predicts  Hudson, 
['d  say  there'll  be  100  convictions  of 
)rporations  as  well  as  individuals." 
A  separate  investigation  into  illegal 


trafficking  in  secret  Defense  Dept. 
documents,  code-named  Operation  Un- 
cover, has  also  yielded  impressive  re- 
sults. Five  defense  contractors  have 
pleaded  guilty  and  paid  a  total  of  $14.9 
million  in  fines. 

In  the  111  Wind  inquiry,  Galvin  could 
shed  light  on  the  shadowy  connection 
between  Unisys  and  Paisley.  A  central 
part  of  Hudson's  probe  concerns 
whether  Paisley  improperly  helped  the 
company  win  electronics  contracts  for 
the  Navy's  Aegis  cruiser.  Internal 
Navy  memos  detail  how  Paisley 
changed  the  bidding  rules,  imposing 
tight  deadlines  that  favored  Sperry 
Corp.,  now  a  part  of  Unisys. 
DRAWING  A  BEAD.  Already,  11  individ- 
uals with  ties  to  Unisys  have  pleaded 
guilty  to  crimes  ranging  from  bribery 
to  tax  evasion,  and  company  officials 
acknowledge  that  they  are  negotiating 
a  plea  agreement  with  Hudson's  office. 
While  Unisys  refuses  further  com- 
ment, sources  close  to  the  case  say  the 
two  sides  are  split  on  the  amount  of 
penalties,  which  could  top  $150  million. 

United  Technologies  is  also  in  Hud- 
son's sights.  Three  former  employees 
of  the  company's  Norden  Systems  divi- 
sion have  pleaded  guilty  to  charges  in- 
volving Marine  Corps  contracts.  And 
investigators  are  probing  whether 
Paisley,  after  leaving  the  Pentagon, 
provided  United  Technologies  with 
Navy  files  that  could  have  helped  the 
company's  Pratt  &  Whitney  division 
win  engine  work.  UTC  says  only  that 
it's  cooperating  with  the  government. 

If  prosecutors  succeed  in  snaring 
Paisley  and  the  others,  it  won't  mean 
that  the  Pentagon  scandal  was  another 
Teapot  Dome.  But  it  will  show  that  111 
Wind  was  more  than  hot  air. 

By  Tim  Smart,  with  Seth  Payne,  in 
Washington 


LABOR 


WRONG  TIME  FOR 
SCARE  TACTICS? 

With  a  tight  labor  market,  trading 
punches  with  unions  gets  riskier 

When  Greyhound  Lines  Inc. 
headed  into  contract  talks 
with  its  9,300  unionized  em- 
ployees early  this  year,  it  took  a  hard 
line  that  has  become  increasingly  popu- 
lar. Management  told  the  Amalgamated 
Transit  Union  that  it  would  permanently 
replace  workers  who  walked  out.  To 
drive  home  the  point,  Greyhound  began 
hiring  replacement  employees  even  be- 
fore the  union  decided  to  strike. 

Today,  more  than  a  month  after  the 
walkout  began.  Greyhound's  tough-guy 
tactics  seem  in  danger  of  backfiring.  The 
highly  leveraged,  privately  held  compa- 
ny had  said  that  it  would  be  running  80% 
of  its  routes  by  the  end  of  March.  But 
because  it  was  able  to  hire  only  1,500 
new  drivers,  compared  with  the  3,200  it 
claims  it  needs  in  the  short  term,  Grey- 
hound was  operating  at  36%  of  normal 
by  then.  Even  before  Greyhound  buses 
were  hit  by  gunfire,  the  company  just 
couldn't  find  the  new  workers  that  it  so 
confidently  had  expected. 

Greyhound's  troubles  are  a  case  study 
of  the  risks  of  threatening  to  replace 
striking  employees  permanently.  The 
tactic  seemed  to  work  for  several  compa- 
nies in  the  mid-1980s.  But  with  5%  unem- 
ployment and  labor  shortages  spreading 
across  the  economy,  it  isn't  so  easy  to 
find  even  moderately  skilled  workers. 
ALL  OR  NOTHING.  As  a  result,  managers 
who  make  such  threats  today  may  find 
that  they  have  entered  into  an  all-out 
war  with  labor,  endangering  the  entire 
company.  "A  permanent-replacement 
strategy  is  very  difficult,  because  most 
people  are  working  now  and  won't  jump 
jobs  unless  the  incentives  are  very 
high,"  says  Audrey  Freedman,  a  labor 
economist  at  the  Conference  Board. 
"Greyhound's  failure  to  find  drivers  is 
mostly  a  function  of  the  tightest  labor 
market  in  years." 

Hiring  permanent  replacements  has 
been  legal  since  a  1938  Supreme  Court 
ruling.  Yet  most  companies  shied  away 
from  the  practice.  Many  wanted  to  avoid 
an  all-or-nothing  battle  with  employees. 
Others  feared  that  customer  service 
would  suffer  while  they  trained  un- 
skilled workers.  President  Ronald  Rea- 
gan broke  the  ice  in  1981,  when  he  re- 
placed striking  air-traffic  controllers. 
Several  private  employers  soon  followed 
suit.  Phelps  Dodge  Corp.  and  Continen- 
tal Airlines  Inc.,  for  example,  both  broke 
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their  unions  in  the  early  1980s  by  perma- 
nently replacing  striking  workers. 

In  the  past  year  or  so,  some  compa- 
nies have  taken  the  strategy  a  step  fur- 
ther. Instead  of  waiting  for  a  strike, 
they  began  advertising  and  even  hiring 
permanent  replacements  during  contract 
talks.  This  dramatically  upped  the  ante, 
since  employees  knew  that  a  decision  to 
strike  could  cost  them  their  jobs. 

This  hardball  approach  has  a  mixed 
record.  It  worked  at  International  Paper 
Co.,  which  hired  [jermanent  replace- 
ments during  a  1987  strike  at  its  paper 
mill  in  Jay,  Me.  Rut  it  proved  disastrous 
at  Eastern  Airlines  Inc.,  where  Chair- 
man Frank  Lorenzo  began  training  re- 
placement pilots  in  1988  to  brace  for  a 
possible  v/alkout.  The  move  so  angered 
pilots  that  many  who  were  leaning 
against  a  strike  joined  their  colleagues 
on  the  picket  line  in  early  1989.  Today 
most  of  the  pilots  are  out  of  a  job,  anii 
the  airline  is  struggling  to  survive. 

This  year,  the  Daily  Neivs  in  New 
York  has  been  threatening  to  replace 
members  of  the  paper's  10  unions  if  they 
strike.  In  late  March,  management  be- 
gan advertising  for  mailers  and  drivers 
and  interviewing  applicants.  It  even 
opened  a  mock  newsroom  in  New  Jersey 
to  practice  putting  out  a  paper  if  work- 
ers struck.  So  far,  the  move  seems  to 
have  succeeded  in  scaring  the  unions, 
which  have  continued  to  work  past  the 
Mar.  30  expiration  of  their  contracts. 
DRIVING  LESSONS.  But  the  Neics,  which 
is  owned  by  the  Chicago-based  Tribune 
Co.,  may  find  it  hard  to  publish  in  a 
strike.  Few  observers  believe  the  News 
could  deliver  the  paper  in  a  shutdown. 
During  a  1978  strike,  management  caved 
in  after  three  days  when  the  drivers 
walked  out.  "Driving  trucks  with  re- 
placements is  an  invitation  to  violence," 
says  one  New  York  labor  observer  who 
is  sympathetic  to  the  unions.  "And  you 
can't  put  a  cop  on  every  truck." 

Greyhound,  meanwhile,  has  put  a 
brave  face  on  its  efforts.  Officials  now 
say  they  will  reach  60%  of  pre-strike  ca- 
pacity' by  Apr.  15.  But  they  concede  that 
they  have  only  2,000  drivers  now — the 
1,500  new  hires  plus  about  500  union 
members  who  crossed  the  picket  line. 
With  just  500  people  in  training  classes, 
there  seems  little  chance  Greyhound  can 
reach  its  new  goal,  which  requires  3,200 
drivers. 

The  permanent-replacement  threat  can 
be  a  potent  one  if  workers  are  fright- 
ened into  accepting  management's  de- 
mands. But  if  that  doesn't  work — as 
Greyhound  is  learning — it  may  be  hard- 
er for  management  to  end  the  warfare 
than  it  was  to  start  it. 

By  Aaron  Bernstein  in  New  York,  unth 
Jim  Bartimo  in  Dallas 
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'ALL  THE  INGREDIENTS 
FOR  DISASTER  ARE  THERE' 


UAW  demands  for  better  job  security  at  GM  could  lead  to  a  strike 


THE  UAW'S  LONG  IN  PONTIAC,  MICH.:  "WAR  ISN'' 
GOING  TO  DO  EITHER  ONE  OF  US  ANY  GOOD" 


You  might  think  that  leaders  of 
the  United  Auto  Workers  would 
be  in  a  less  combative  mood  these 
days.  After  all,  the  union  lost  one  of  its 
most  public  showdowns  in  years  on  Mar. 
29,  when  an  arbitrator  ruled  that  Gener- 
al Motors  Corp.  had  the  contractual 
right  to  idle  indefinitely  its  Fiero  assem- 
bly plant  in  Pontiac,  Mich.  GM  quit  mak- 
ing the  car  in  1988  because  of  poor  sales. 

But  that's  not  how  it  works  in  union 
politics.  As  the  union  prepares  for  talks 
on  a  new  contract  to  replace  the  one 
expiring  in  September,  top  UAW  leaders 


A  threat  of  stronger  job 
guarantees  may  push  GM,  the 
least  efficient  of  the  Big 
Three,  to  close  more  plants 


are  vowing  to  win  in  negotiation 
what  they  just  lost  in  arbitrator 
more  protection  from  slumping 
sales.  In  a  statement  made  afte 
the  ruling  was  announced,  St« 
phen  P.  Yokich,  the  new  UAW  vice 
president  in  charge  of  the  union' 
GM  department,  declared:  "The  dt 
cision  provides  a  clear  imperativ 
to  improve  the  job  security'  prov 
sions  of  our  contract." 
OMINOUS.  This  strident  response  i 
ominous  news  for  GM,  whose  mai 
ket  share  is  languishing.  In  fad 
that  the  Fiero  closure  went  to  arb 
tration  at  all  is  a  sign  of  th 
strained  relations  betw^een  the  car 
maker  and  Yokich,  who  took  ove 
last  June.  His  predecessor,  Donalt 
F.  Ephlin,  never  formally  cha' 
lenged  the  shutdowns  that  th. 
company  blamed  on  its  fallinj 
market  share.  Insiders  at  th 
union  and  at  the  auto  maker's  fea 
that  the  dispute  could  lead  to 
hardening  of  positions  and  in 
crease  the  chances  of  a  strike  tha 
both  sides  can  ill  afford.  "All  th 
ingredients  for  disaster  are  there, 
says  one  veteran  union  negotiator 
At  first,  Yokich  seemed  to  hav 
little  to  lose  by  backing  the  arb: 
tration  case.  With  some  7,000  G? 
employees  indefinitely  laid  off  a 
three  idled  plants  and  another  schedulet 
to  shut  this  summer,  he  had  a  shot  a 
winning  extra  benefits  for  those  work 
ers.  Moreover,  his  more  militant  stanc 
was  welcomed  by  the  dissident  unioi 
group  New  Directions,  which  had  beei 
attacking  Ephlin's  policy  of  cooperatior 

But  Yokich  may  back  himself  into 
corner  if  he  raises  expectations  beyoni 
what  he  can  deliver  in  bargaining.  If  thi 
happens,  it  could  become  more  difficul 
to  negotiate  a  contract  that  will  win  ap 
proval  from  GM's  300,000  UAW  workers 
Worse  yet,  the  threat  of  stronger  jol 
guarantees  could  prompt  GM,  which  i 
barely  breaking  even  on  U.  S.  auto  opei 
ations,  to  jettison  marginal  operation 
before  the  new  pact  goes  into  effect. 

The  UAW  already  has  one  of  the  stror 
gest  safety  nets  in  industrial  America 
Job  guarantees  at  the  Big  Three  protec 
workers  with  at  least  a  year's  seniorit 
from  everj'thing  but  sales  declines.  Ca 
companies  have  also  put  aside  pots  o 


:2S  [v  ^'ilNESS  WEEK/APRIL  16,  1990 


ney  to  pay  partial  wages  to  those  laid 
.  These  workers  can  receive  95%  of 
;e-home  pay  for  up  to  two  years.  But 
en  layoffs  balloon,  as  at  GM,  the 
ids  run  low,  and  lower-seniority  work- 
'  benefits  get  slashed, 
rhe  UAW  now  seems  determined  to 
ke  some  strides  in  closing  the  last 
-security  loophole.  The  aim  is  not  to 
t  temporary  layoffs,  commonly  used 
the  Big  Three  to  cut  inventories,  but 
alleviate  long-term  job  losses.  Win- 
g  such  protection  won't  be  easy  while 
industry  suffers  from  a  sales  slump 
1  excess  capacity.  The  issue  is  espe- 
lly  thorny  at  GM,  whose  share  of  the 
market  dropped  to  less  than  35%  last 
ir.  With  Japanese  plants  in  the  U.  S. 
)anding  production,  analysts  believe 
,t  several  more  GM  plants  are  doomed. 
)espite  the  gloomy  outlook,  GM  has 
ne  room  to  maneuver.  Although  Yo- 
h  has  had  a  rocky  beginning  in  estab- 
ling  a  relationship  with  Alfred  S. 
irren  Jr.,  gm's  top  labor  negotiator,  he 
ims  to  get  on  better  with  Robert  C. 
mpel,  the  company's  newly  designat- 
chairman.  In  addition,  observers  say 
company  may  be  able  to  offer  pro- 
tion  for  a  core  number  of  high-senior- 
workers  from  all  but  catastrophic 
es  declines.  But  drawing  the  line 
uld  pose  tough  political  questions  for 
'  union,  which  would  have  to  explain 
y  only  some  members  were  covered. 
SARED  PILL.  Some  safety  valves  might 

0  make  new  protections  easier  for 
■makers  to  swallow.  Sweetened  bene- 
>  for  early  retirement  and  buyouts  of 
mger  workers  could  help  shrink  the 
rk  force.  And  the  job-security  commit- 
nts  might  be  capped,  although  at  a 
:her  level  than  in  past  contracts.  GM 
;  spent  nearly  half  its  $1.3  billion  max- 
am  commitment  under  the  1987  agree- 
nt,  while  Ford  Motor  Co.  has  spent 
y  14.5%  of  its  $500  miUion  cap. 

But  even  as  they  suggest  solutions, 
V  observers  on  either  side  see  an  easy 
ce.  The  union's  strike  target  in  this 
ir's  bargaining  is  most  likely  to  be 
.  Ford  appears  more  willing  and  able 
improve  job  security  because  of  its 
jcess  in  the  marketplace.  But  Yokich 
the  only  union  vice-president  at  the 

1  Three  who  has  bargained  a  national 
itract.  And  as  heir  apparent  to  UAW 
ssident  Owen  F.  Bieber,  Yokich  could 
jl  his  political  ambitions  by  winning  a 
ttern-setting  pact  at  GM. 

Pushing  both  sides  to  a  compromise 
ly  be  one  stark  reality.  "War  isn't  go- 
l  to  do  either  one  of  us  any  good," 
fs  Richard  W.  Long,  president  of  the 
fated  Fiero  plant's  local  union,  which 
;ually  filed  the  grievance  over  the 
mt  closing.  The  question  now:  How 
my  bullets  will  be  fired  before  every- 
e  else  reaches  the  same  conclusion? 

By  Wendy  Zellner  in  Detroit 
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HOSPITAL  CORP.  MAY  BE  A  LITTLE 
TOO  QUICK  WITH  THE  SCALPEL 


Its  capital-spending  cuts  could  endanger  future  health 


HCA  WILL  REFINANCE  ITS  PSYCHIATRIC 
HOSPITAL  UNIT,  NOT  SELL  IT 


These  days,  a  leveraged  buyout  that 
merely  meets  its  interest  payments 
can  look  like  a  resounding  success. 
By  that  measure,  the  year-old,  $4.9  bil- 
lion Hospital  Corp.  of  America  LBO  is  a 
surefire  hit.  And  even  though  the  Nash- 
ville-based company  failed  in  its  efforts 
to  sell  its  psychiatric  hospitals  late  in 
1989,  HCA  should  have  little  trouble 
meeting  a  March,  1991,  deadline  for  re- 
paying a  $1.3  billion  bridge  loan.  That 
still  will  leave  HCA  $3.8  billion  in  debt, 
but  company  officials,  investors,  and 
hca's  lenders  all  profess  to  be  losing 
little  sleep.  "We're  not  the  least  bit  wor- 
ried," says  Thomas  S.  Thornhill,  senior 
vice-president  of  General  Electric  Capital 
Corp.,  which  put  up  $10  million  of  hca's 
$300  million  in  equity.  "These  are  good, 
well-managed  businesses." 
The  numbers  back  him  up.  Operating 
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income  in  1989  rose  14%.,  to  $853  million, 
and  this  year  it  may  grow  just  as  fast. 
HCA  even  came  close  to  posting  a  profit, 
losing  a  mere  $14.2  million  on  revenues 
of  $3.1  billion  for  the  nine  months  of 
1989  after  the  LBO  was  completed.  That's 
especially  striking,  since  debt-burdened 
LBOs  typically  lose  money  in  their  first 
few  years.  Perhaps  as  telling,  the  com- 
pany has  yet  to  tap  a  $250  million  revolv- 
ing line  of  credit  that  was  built  into  the 
LBO  as  a  cushion. 

All  well  and  good.  Yet  debt  service  is 
but  one  measure  of  an  LBO's  ultimate 
success.  And  on  other  fronts,  there's 
room  for  doubt.  The  company  has  sharp- 
ly cut  its  capital  spending — and  that 
could  pose  problems  later  (charts).  In 
addition,  HCA's  strategic  decision  to  fo- 
cus on  hospital  ownership  looks  risky. 
Rival  Humana  Inc.  thinks  the  best  way 
to  fill  beds  is  to  own  captive  health  main- 
tenance organizations  (HMOs)  and  other 
managed-care  providers  that  channel  pa- 
tients to  its  hospitals.  HCA  no  longer  has 
that  option.  To  pay  down  LBO  debt,  it 
sold  its  HMO  venture. 

For  now,  with  the  economy  chugging 
along,  hca's  hospital  occupancy  rate  is 
running  at  an  acceptable  52%?.  But  to 
ensure  that  it  stays  that  way,  HCA  has  to 
keep  doctors  happy.  Otherwise,  they'll 
switch  their  patients  to  competing  hospi- 
tals. That  means  HCA  must  continually 
buy  the  latest  in  costly  diagnostic  equip- 
ment and  keep  the  hospitals  from  look- 
ing worn  down.  All  that  is  an  expen- 
sive— and  never-ending — proposition. 
DEEP  CUTS.  That's  why  HCA's  capital 
spending  cuts  might  raise  an  eyebrow. 
According  to  a  recent  filing  with  the 
Securities  &  Exchange  Commission,  it 
has  budgeted  $220  million  for  1990  capi- 
tal spending — less  than  a  third  of  the 
level  four  years  back.  In  what  seems 
less  than  coincidental,  that  sum  also 
roughly  equals  the  cash  flow  expected  to 
be  left  this  year  after  HCA  makes  over 
$800  million  in  payments  on  its  debt. 

Are  the  demands  of  debt  service  forc- 
ing HCA  to  starve  its  capital  budget? 
Chairman  and  Chief  Executive  Thomas 
F.  Frist  Jr.  isn't  talking.  But  other  com- 
pany officials  insist  that  the  decline  is  a 
natural  result  of  a  decision  made  in  1986 
to  wind  down  hca's  hospital  construc- 
tion program — and  not  a  liquidity 
crunch.  Only  two  hospitals  are  now  un- 
der construction,  and  no  new  units  are 
planned.  "We're  quite  confident  we're 
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spending  what  it  takes  to  keep  our  facili- 
ties top-of-the-line,"  says  Victor  L. 
Campbell,  HCa's  vice-president  for  inves- 
tor relations. 

Some  analysts  aren't  so  sure.  Says 
Jeff  C.  Goldsmith,  president  of  Health 
Futures  Inc.,  a  Chicago-based  consul- 
tant: "$220  million  a  year  is  only  a  main- 
tenance level,  at  best."  The  true  test,  he 
says,  will  come  by  the  middle  of  the 
decade,  when  hca  will  be  facing  big-tick- 
et bills  for  rehabilitating  or  replacing  the 
oldest  of  its  78  general  hospitals,  which 
date  back  to  the  1960s.  Moreover,  those 
increased  capital  demands  will  coincide 
with  the  likely  deadline  of  some  equity 
investors  for  cashing  out  of  the  LBO.  GE 
Capital's  Thornhill  says  it's  only  logical 
to  consider  taking  HCA  public  again  with- 
in five  years. 

Frist  and  his  chief  financial  officer, 
Roger  E.  Mick,  hatched  the  LBO  idea  in 
the  first  place  as  a  response  to  the  low 
value  investors  were  giving  HCA's  stock. 
Like  other  hospital-management  compa- 
nies, HCA  fell  out  of  favor  in  1983  after 
the  federal  government  began  to  clamp 
down  on  medicare  reimbursement  rates. 
Scrambling  to  rebuild  earnings,  Frist 
and  Mick  spun  off  the  HMO  unit  into  a 
joint  venture,  sold  104  smaller  hospitals 
to  HealthTrust  Inc.  in  1987,  and  bought 
back  stock.  Wall  Street  in  1988  was  slow 
to  spot  the  improved  earnings.  And  in  a 
few  years,  investors  may  prove  equally 
stubborn  in  giving  Frist  the  premium  he 
and  his  investor  group  will  want  if  they 
sense  he  needs  to  take  the  company  pub- 
lic again  to  fund  a  new  round  of  hospital 
construction. 

LBO  COLLAPSE.  Such  skepticism  may 
fade  if  hca  pays  off  the  bridge  loan 
without  a  hitch  and  Frist  keeps  posting 
strong  earnings.  Right  now,  he's  spend- 
ing the  bulk  of  his  time  personally 
straightening  out  problems  at  HCa's  54- 
unit  psychiatric  hospitals.  They  were 
taken  off  the  market  after  a  $1.2  billion 
employee-led  buyout  plan  collapsed. 
He'll  be  hard  put  to  restore  the  30%-plus 
profit  margins  of  years  past,  but  the 
psych  business,  which  last  year  posted 
$537  million  in  revenues,  should  be  able 
to  support  $550  million  to  $600  million  in 
new  bank  borrowings  needed  to  pay  off 
what's  left  of  the  bridge  loan. 

Once  that's  done,  the  outcome  of  this 
LBO  will  depend  on  how  well  Frist  jug- 
gles his  spending  demands  against  the 
relentless  pressure  from  government 
and  insurers  to  contain  costs.  For  equity 
holders  like  Richard  Rainwater,  the 
Rockefellers,  Morgan  Guaranty,  Gold- 
man Sachs,  and  Chase  Manhattan,  join- 
ing Tommy  Frist  in  his  LBO  is  looking 
smart  so  far.  But  this  is  one  buyout  that 
still  warrants  intensive  monitoring. 

By  Chuck  Hawkins  in  Atlanta 
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ORACLE'S  GROWTH-AT-ALL-COSTS 
STRATEGY  MAY  BE  BACKFIRING 


The  software  maker  shocks  Wall  Street,  and  client  gripes  are  grow 


( 


MAR.] 
A  DOLURS  PER  SNARE 


Ithough  still  under  construction, 
the  glass  towers  of  Oracle 
kCorp.'s  new  headquarters  in  Red- 
wood Shores,  Calif.,  already  soar  above 
nearly  everything  in  this  Silicon  Valley 
town.  But  then,  Oracle  has  never  been 
accused  of  subtlety:  When  this  software 
maker  does  something,  it  does  it  big. 

So  maybe  it  should  have  come  as  no 
surprise  that  the  13-year-oId  company's 
first  real  bump  in  the  road  was  a  bone- 
jarrer.  On  Mar.  27,  Oracle  stunned  Wall 
Street  by  announcing 
that,  at  $236  million,  fis- 
cal third-quarter  reve- 
nues were  $15  million 
short.  That's  because  a 
couple  of  huge  sales 
had  fallen  through. 
Worse,  profits  rose  just 
1%;  to  $24.2  million.  The 
next  day,  Oracle  stock 
plummeted  29%,  to 
close  at  171/2,  as  an  OTC- 
record  21  million  shares 
changed  hands  (chart). 

The  bad  news  may 
have  been  inevitable.  Oracle's  annual 
revenues  have  jumped  more  than  100% 
in  12  of  the  past  13  years,  and  it  com- 
mands 50%  of  the  market  for  data-base 
software.  "This  company  has  been  oper- 
ating flat  out  since  the  day  it  was  start- 
ed," says  Roger  B.  McNamee,  manager 
of  the  T.  Rowe  Price  Science  &  Technol- 
ogy fund,  which  holds  Oracle  stock.  But 
that  lust  for  growth  may  be  backfiring. 
"Oracle  is  so  focused  on  setting  records 
that  they've  almost  forgotten  that  the 
real  goal  is  to  win  the  ballgame,"  says 
Stephen  T.  McClellan,  a  Merrill  Lynch  & 
Co.  analyst. 

MORE  SURPRISES?  Behind  the  growth-at- 
all-costs  strategy  is  founder  and  Chief 
Executive  Lawrence  J.  Ellison,  whose 
personal  goal  was  to  push  Oracle  to  $1 
billion  in  fiscal  1990  revenues,  ending 
this  May.  In  the  software  business,  only 
Computer  Associates  International  Inc. 
has  hit  that  mark.  So  far,  Ellison  hasn't 
given  up.  "We're  going  to  have  an  out- 
standing fourth  quarter  and  finish  the 
year  very  successfully,"  he  predicts. 
"It's  not  time  to  change  everything." 

Wall  Street  isn't  so  sure.  Analysts 
have  downgraded  the  company's  stock 
and  lowered  yearend  estimates.  They 
now  expect  Oracle  to  report  1990  reve- 
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nues  of  about  $935  million  vs.  e 
estimates  of  as  much  as  $1  billion 
they  won't  rule  out  another  ugly  e 
quarter  surprise.  They  don't  have 
faith  in  Oracle's  financial  controls 
son  says  the  third-quarter  revenue 
lem  didn't  come  up  until  more  than 
weeks  after  the  quarter's  close. 

The  revenue  jolt  was  the  bjT3rodi 
Oracle's  aggressive  sales  meth 
salespeople,  Oracle  says,  sell  $1.5  r 
in  software  each  year,  twice  the  ind 
average.  "Oracle  i 
blitzkrieg  method  1 
us  their  softwan 
then  just  walked  : 
There  is  no  f( 
through,"  says  V 
M.  Swift,  vice-prei 
for  management 
mation  systems  5 
Homes  Inc.  "And 
promised  us  prodi 
year  ago  that  an 
in  development." 
Pittsburgh  housini 
mortgage  compar 
cently  dumped  Oracle  in  favor  of 
Informix  Corp. 

Oracle's  broad  array  of  product 
also  stretched  it  to  the  breaking 
The  company  built  its  business  by 
oping  a  version  of  its  data-base 
ware — which  acts  as  the  central  st 
area  for  information  on  a  compute) 
nearly  every  type  of  machine  so 
1988,  Oracle  began  adding  new  c; 
ries  of  software,  including  financial 
agement  packages.  Customers  saj 
early  versions  were  crawling  with 
Ellison  says  Oracle  is  fixing  the 
lems,  though  he  acknowledges  thi 
expansion  "put  a  tremendous  amoi 
stress  on  the  organization." 

Even  happy  customers  are  wc 
"You've  got  to  be  concerned  about 
getting  into  too  many  areas  where 
don't  have  the  depth  and  experienc 
they  should  have,"  says  John  J.  I 
president  of  Bechtel  Software  Ii 
subsidiary  of  Bechtel  Group  Inc.,  c 
Oracle's  biggest  customer. 

Still,  nobody  who  knows  Elliso 
pects  him  to  back  off  his  brea 
growth  plan.  If  so,  Oracle's  Marcl 
prise  may  not  be  its  last. 

By  Deidre  A.  Depke  in  New  York 
Richard  Brandt  in  San  Francisco 
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oducing  the  A32 1 , 
aircraft  for  the 
1  haul  market. 


the  latest 
short  to 


re  cost  effective  than  any  of 
ting  competitors,  the  A32 1 , 
D  to  36  more  seats,  is  the 
complement  to  the  A320 
as  already  set  sales  records  in 
I  seat  category. 

ring  a  Common  Type  Rating 
e  A320,  this  new  1 86  seater 
ses  its  proven  advanced 
ogy  features  such  as  all-new 


wing  design,  fly-by-wire  flight  controls 
and  a  centralized  maintenance 
monitoring  system. 

With  the  widest  fuselage 
cross-section  in  its  category,  the 
A32 1  offers  the  highest  standard  of 
passenger  comfort. 

in  addition,  the  full-width 
underfloor  holds  are  capable  of 
accommodating  over  five  tons  of 
revenue-generating  containerized 
cargo. 

By  complementing  the  existing 


range  of  market-matched  aircraft, 
the  A32I  provides  the  most 
cost-effective  solution  for  the 
short-medium  range  180-200  seat 
category. 

And  operated  alongside  the 
A320,  these  aircraft  provide  an 
unbeatable  combination. 


AIRBUS  INDUSTRIE 


Compaq  delivers  performance 

For  one* 


Now  everyone 
in  your  company  can 
take  advantage  of  the 
latest  evolution  of 
PC  technology 
with  the  COMPAQ 
DESKPRO  486/25 
Personal  Computer 
and  the  COMPAQ 
SYSTEMPRO 
Personal  Computer 
System. 

The  COMPAQ  DESKPRO  486/25  is  for 
individuals  who  need  ultimate  performance 
to  handle  the  most  demanding  applications. 
You  get  it  from  the  powerful  Intel  25-MHz 
486  that's  optimized 
with  a  second-level 
128-Kbyte  cache.  This 
drives  numeric-intensive 
applications  up  to 
three  times  faster 
than  25-MHz  386s, 
'   outpacing  many 
technical  work- 
stations. 

The  486  works  with  COMPAQ  Flex 
Architecture  that  integrates  a  processor/memory 
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The  COMPAQ  DESKPRO  486/25 
was  designed  from  ihe  ground  up  to 
unleash  the  power  of  the  evolutioruiry 
25-MHz  486  microprocessor. 


bus  with  the  Extended  Industry  Standard 
Architecture  (Extended  ISA  or  EISA)  I/O  bus. 
This  maximizes  throughput  while  maintaining 
compatibility  with  8-,  16-  and  32-bit  boards. 

Expandability  is  built  in.  The  4  megabytes 
of  standard  memory  is  expandable  up  to  100 
megabytes.  You  have  room  for  up  to  seven 
expansion  boards  and  seven  storage  devices 
(to  hold  up  to  1.3  gigabytes  of  data  internally). 
There's  even  a  socket  for  an  optional  Weitek 
4167  coprocessor  to  crunch  numbers. 

For  single  users,  there's  nothing  like  it. 

The  COMPAQ  SYSTEMPRO,  on  the 
other  hand,  lets  people  who  work  together  work 
faster  than  ever  before. 

It's  the  ideal  network  server  to  handle 
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Tat  will  have  business  booming. 
And  all. 


Ivanced  networks.  To  take  advantage  of  new 
ient-server  applications  like  shared  databases, 
nd  to  manage  multiuser  processing. 

Every  aspect  of  it  is  engineered  to  deliver 
iprecedented  total  system  performance  and 
:pandability. 

Its  flexible  system  processor  design  lets  you 
use  both  33 -MHz  386  and  future 
33'MHz  486  technology. 

Computing  potential  can 
be  increased  up 
to  four  times  by 
adding  a  second 

The  COMPAQ 
SYSTEMPRO  brings 
an  unprecedented  com- 
bination of  performance 
and  expandability  to 
multiple  users. 


system  processor.  You  can 
use  two  386  processors  now. 
Or  work  with  a  386  and  a 
486,  or  two  486  proces- 
sors in  the  future.  So  your 
investment  is  protected. 

This  power  is  com- 
plemented by  the 
EISA  I/O  bus  that 
lets  people  share  data 
faster.  They  can  access  it 
faster,  too,  thanks  to 
innovative  drive  array  technology. 

The  COMPAQ  SYSTEMPRO  grows 
with  your  needs.  Its  performance  actually 
increases  when  you  add  options  like  system 
processors  or  drive  arrays. 

It  grows  in  other  ways  that  are  simply 
amazing.  Memory  expands  to  256  megabytes. 
You  can  use  11  expansion  devices,  work  with 
11  storage  options  and  store  up  to  4.28  gigabytes 
of  data.  And  that's  just  the  start. 

For  a  free  brochure  and  the  location  of 
your  nearest  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900,  Operator  ill.  In 
Canada,  1-800-263-5868,  Operator  111. 

 camPAa 

It  simply  works  better. 


Compaq  Computer  Corporation.  All  rights  reserved. 
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GM  ENGINEERS 
A  SUCCESSION 


►  General  Motors  has  never 
had  an  engineer  in  its  top  job. 
But  after  instalhng  a  series  of 
financial  tj'pes  in  the  corner 
office,  the  GM  board  on  Apr.  3 
named  current  President  Rob- 
ert Stempel  chairman-desig- 
nate of  the  world's  largest  in- 
dustrial corporation.  He's 
slated  to  succeed  Roger  Smith 
on  Aug.  1. 

Stempel,  who  had  been  the 
clear  front-runner,  gave  his 
top  three  lieutenants  fancier 
titles  but  almost  no  changes 
in  duties.  Lloyd  Reuss,  who 
will  become  GM  president,  re 
mains  the  head  of  North 
American  auto  operations. 
He'll  take  on  GM's  worldwide 
components  business  as  well, 
but  not  Stempel's  current  title 
of  COO,  which  GM  will  drop. 
One  new  vice-chairman,  John 
Smith,  will  continue  to  head 
overseas  operations,  while  the 
other  vice-chairman,  Robert 
Schultz,  remains  in  charge  of 
GM-Hughes  and  Electronic 
Data  Systems. 


XEROX  PRINTS  UP 
A  MESS  OF  RED  INK 


►  Xerox  announced  on  Apr.  3 
that  it  would  take  a  $400  mil- 
lion pretax  hit,  its  largest 
write-off  ever,  against  its  in- 
vestments in  VMS  Realty  Part- 
ners, the  floundering  real  es- 
tate syndicator. 
The  write-off  accounts  for 
of  Xerox's  total  invest- 
ment in  VMS,  including  its  en- 
tire S106  million  equity  stake 
and  more  than  S250  million  in 
notes,  interest,  and  credit.  Xe- 
rox is  holding  onto  about  S180 
million  in  secured  loans,  but 
it's  likely  to  lose  its  earnings 
from  VMS,  which  contributed 
about  $35  million  to  the  bot- 
tom line  last  year. 


mm  TO  THE  DRAWING 
BOARD  AT  BAXTER . . . 


^  Baxt  '>-  International  is  try- 
ing agam.  On  Apr.  4,  the  $7.4 


billion  hospital-supply  compa- 
ny said  it  would  take  a  $566 
million  pretax  charge  against 
first-quarter  earnings,  sell  or 
close  21  plants,  divest  some 
marginal  businesses,  and  lay 
off  about  6,400  employees — 
10%  of  its  work  force.  It's 
also  considering  spinning  off 
part  of  its  $1.4  billion  diagnos- 
tics business  to  the  public. 
Baxter  expects  pretax  savings 
of  $275  million  by  1993. 

The  moves  mark  its  second 
restructuring  since  its  1985 
purchase  of  American  Hospi- 
tal Supply.  In  late  1986,  it  an- 
nounced layoffs  of  6,000  peo- 
ple. Actual  cutbacks  proved 
far  smaller,  and  earnings  con- 
tinued to  drag.  The  latest  ef- 
fort follows  investor  grum- 
bling that  Baxter's  return  on 
equity  is  about  half  that  of 
1983  and  well  below  that  of 
rivals  Abbott  Laboratories 
and  Johnson  &  Johnson. 


...  AND  ANOTHER 
BUMPY  RIDE  AT  TWA 


►  According  to  a  late-March 
SEC  filing,  TWA  posted  a  $298.5 
million  loss  for  1989,  reflect- 
ing flat  ridership  and  a  hea\y 
debt  load.  The  papers  show 
that  the  net  worth  of  Carl 
Icahn's  airline  is  a  negative 
$344.6  million,  and  that  TWA  is 
"likely"  to  trigger  a  covenant 
requiring  it  to  repurchase 
$73.3  million  of  its  debt. 

Icahn  isn't  fretting  about 
twa's  eroding  results.  He 


ZSA  ZSA  IS  HAVING  A  GARAGE  SALE,  DAHL-ING 


When  last  sighted,  Hollwood 
socialite  Zsa  Zsa  Gabor  was  be- 
ing sentenced  to  120  hours  of 
community  service  for  slapping 
a  Beverly  Hills  cop.  Cynics 
around  town  figured  that  the 
star  of  Queen  of  Outer  Space 
would  stay  in  the  public  eye  for 
a  while.  Not  so.  Aside  from  be- 
ing named  spokeswoman  for  an 
environmental-education  pro- 
gram for  schoolchildren,  the  se- 
vent\'something  Gabor  hasn't  landed  much  new  work. 

And  she's  still  at  odds  with  the  judicial  system.  On  June  I 
environmentalist  Zsa  Zsa  plans  to  auction  off  three  fur  coati 
among  other  personal  effects,  to  help  raise  $100,000  for  th 
homeless  shelter  where  the  judge  ordered  her  to  work.  Havin 
completed  only  50  hours  of  her  sentence,  Gabor  wants  th 
fund-raiser  to  suffice  for  the  balance.  But  the  deputy  distric 
attorney  who  prosecuted  her  has  other  ideas.  The  D.  A.  vow 
to  haul  Zsa  Zsa  back  to  court  to  resolve  the  matter. 


says  twa's  $1  billion  in  cash 
and  securities  will  keep  the 
carrier  in  the  air  while  he 
seeks  more  than  $150  million 
in  concessions  from  pilots  and 
mechanics.  But  cash  and  cur- 
rent assets  barely  meet  twa's 
current  liabilities.  And  the  pi- 
lots sav  thev  aren't  budging. 


DEL  WEBB'S 
BOARDROOM  TUSSLE 


►  Dei  Webb,  the  PhoenLx  re- 
tirement-home builder,  is 
strengthening  its  alliance 
with  New  Zealand  investor 
Ronald  Brierley's  Industrial 
Equity  (Pacific),  which  holds  a 


B 

bailout,  S^L 
barikruptcy 
bonds,  junk: 
buyout,  Iwera^ 


9.7%  stake  in  Webb.  I 
Webb's  forthcoming  prox\ 
the  company  will  nominat 
Robert  Sutherland,  lEP's  pre; 
ident  for  North  American  Oj 
erations,  to  its  board. 

The  move  is  clearly  intenc 
ed  to  fight  off  dissident  boar 
member  James  Cotter,  wh 
has  launched  a  proxy  fight  t 
hang  on  to  his  seat  and  wi 
two  more.  Cotter,  who  als 
holds  9.7%  of  the  compam 
wants  Webb  Chairman  Phili 
Dion  to  sell  the  compan 
Dion  figures  that  with  lEP 
help,  he  can  dump  Cotter. 


CHAPTER  7-ELEVEN 
FOR  SOUTHLAHD? 


►  After  announcing  a  debt  r< 
structuring  that  included 
$400  million,  75%  buyout  b 
its  Japanese  partners,  Sout 
land  said  it  might  file  fc 
bankruptcy  if  it  can't  close 
deal.  The  7-Eleven  conv' 
nience  store  operator  also  sa 
it  lost  $1.01  billion  in  its  19^ 
fourth  quarter  after  writin 
off  $947  million  in  goodwill. 

The  Japanese  buyout  cou 
stall  if  Southland  can't  pe 
suade  bond  holders  to  sws 
$1.8  billion  in  debt  for  stoc 
and  zero-coupon  bonds.  Son 
bondholders  have  already  sa 
they'll  take  their  chances 
bankruptcy  court. 
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When¥)u 
Care, 
It  Shows. 


When  you  care,  your  hotels  are 
monuments  to  comfort  and  luxury, 
"four  rooms  and  all  your  facilities  are 
well-appointed  and  distinctively 
designed. 

And,  when  you  care,  your  cui- 
sine is  nothing  less  than  memorable. 
Everything  prepared  exceeds  your 
guests'  expectations. 

Finally,  when  you  care,  your  ser- 
vice is  exceptional.  Always  attentive, 
^ur  entire  staff  goes  out  of  its  way 
to  make  your  guests  feel  special  and, 
of  course,  right  at  home. 

That's  the  kind  of  care  that  goes 
into  every  Doubletree  Hotel.  And  it 
not  only  shows,  it  shines. 

¥oY  reservations,  call  your  travel 
professional  or  1'800'528'0444. 


DOUBLETREE  HOTELS 

WHEN  YOU  CARE,  IT  SHOWS. 


Albuquerque  ♦  Atlanta  ♦  Austin  ♦  Colorado  Springs  (Opens  1990)  •  Dallas(3)  ♦  Denver  •  Houston(3) 
Kansas  City  ♦  Los  Angeles  ♦  Louisville  (The  Seelhach)  •  Miami  ♦  Monterey  ♦  Nashville  ♦  New  Orleans 
Orange  County  ♦  Palm  Springs  ♦  Pasadena  ♦  Phoenix  ♦  St.  Louis  ♦  Salt  Lake  City  ♦  San  Diego  ♦  Santa  Clara 
Seattle(2)  ♦  Tucson  ♦  Tulsa(2)  ♦  Vail  ♦  Ventura 

Or  stay  with  Compri  Hotels  hy  Doubletree,  another  fine  MetLife"  Company.  Call  1-800-4-COMPRI. 
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While  your  cooking  was  Fortunately,  you  can  help 

supposed  to  help  you  win  reduce  your  risk  simply  by  eating 

someone's  heart,  it  may  also  a  low-fot  diet  containing  lots  of 

help  you  destroy  it.  fruits  and  vegetables,  whole 

Because  a  diet  thafs  too  groin  foods,  lean  meats,  fish, 

high  in  fat  may  increase  the  risk  poultry  ond  low-fat  dairy  products 
of  heart  disease  as  well  as  cer-  For  a  free  booklet  on  how 

^ain  kinds  of  cancer.  to  reduce  the  fat  in  your  diet, 

C'.-  :■)    A  public  service  message  ttom  The  Henry  J  Koiser  Family  Foundation 


call  1-800-EAT-LEAN. 

Don't  let  yourself  be  counted 
among  the  thousands  of 
people  every  year  who  literally 
eat  their  hearts  out, 

1-800-EAT-LEAN 


Kdswm 
plpicaldisabiies 


tooimaiaitenlm 


Nobody  likes  to  be  stared  at.  Or  pointed  at.  But  when  you  have  a  disability  MyT^ 
that's  the  kind  of  thing  that  happens  to  you  every  day  And  the  worst  part  is,  after  awhile,  s^^r 
you  start  believing  that  there  really  is  something  wrong  with  you.  It's  time  to  change  that.  Se<m 
And  start  paying  more  attention  to  the  person.  Not  the  disability  \j  ® 
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r  LOOKS  AS  IF  EVERYBODY'S  WINNING 
HE  FIGHT  OYER  CLEAN  AIR 


rhe  long-awaited  Senate  passage  of  a  new  Clean  Air  Act 
was  a  big  victory  for  two  unlikely  bedfellows.  When  the 
measure  passed  on  Apr.  3,  President  Bush  and  Senate 
jority  Leader  George  J.  Mitchell  (D-Me.),  two  tough,  parti- 
1  adversaries,  both  heaved  a  sigh  of  relief, 
''or  Mitchell,  the  legislation  was  a  test  of  his  leadership, 
chell's  year  got  off  to  a  rough  start  when  the  Senate, 
ying  his  predictions,  failed  to  override  Bush's  veto  of  a  bill 
»wing  Chinese  students  to  remain  in  the  U.  S.  And  for  a 
ile,  it  looked  as  if  Mitchell's  decision  to  force  an  early  Clean 
vote  would  backfire.  But  he  proved  himself  the  master  of 
Senate  as  he  kept  the  bill  under  tight  control. 
VWLING  AHEAD.  For  Bush,  passage  was  even  sweeter.  Al- 
ugh  the  House  has  yet  to  complete  its  work,  the  bill  that 
mately  lands  on  the  President's  desk  will  be  a  tremendous 
:ory  for  the  man  who  campaigned  as  the  "environment 
!sident."  The  d*-aft  legislation  that  the  Administration  sent 
Congress  last  June  seized  the  middle  ground  between  busi- 
>s  and  environmentalists.  The  final  version  will  cost  busi- 
>s  more  than  Bush  wanted,  but  in  broad  outline  will  strong- 
resemble  his  original  blueprint. 

I'loor  fights  still  loom  in  the  House.  One  of  the  hottest 
putes  involves  cleaner  fuels,  such  as  reformulated  gasoline, 
3hol,  and  compressed  natural  gas.  Representatives  Bill 
hardson  (D-N.  M.)  and  W.  J.  Tauzin  (D-La.) — with  support 
m  environmentalists — want  to  toughen  the  bill  drafted  by 

Energy  &  Commerce  Committee.  They  hope  to  expand 
ndatory  use  of  alternative  fuels  by  public  and  private 
3ts,  force  immediate  use  of  reformulated  gasoline,  and  or- 

the  auto  industry  to  produce  cleaner  vehicles  for  the 
oggiest  cities.  They'll  meet  strenuous  opposition  from  Ener- 
&  Commerce  Chairman  John  D.  Dingell  (D-Mich.). 
)ther  fights  are  shaping  up  over  rules  on  emissions  of  toxic 
imicals  into  the  air  and  acid  rain.  Meanwhile,  Midwestern 
resentatives  are  likely  to  fight  on  to  get  other  parts  of  the 
ion  to  help  pay  for  controlling  acid  rain  caused  by  sulfur 
xide  from  that  region's  coal-burning  utilities, 
n  the  end,  though,  both  the  House  and  Senate  bills  follow 


similar  approaches,  with  the  differences  in  emphasis  and  in 
details,  albeit  expensive  ones.  "I  think  we  all  have  to  plan  for  a 
long,  drawn-out  conference,"  says  David  Doniger,  clean-air 
lobbyist  for  the  Natural  Resources  Defense  Council. 

But  there  now  is  little  doubt  that  Congress  will  send  the 
President  a  bill  he  can  sign  with  appropriate  pomp.  After 
years  of  futile  struggle  over  clean  air,  lawmakers,  the  White 
House,  and  the  public  can  all  breathe  easier. 

By  Vicky  Cahan  in  Washington 


PERESTROIKA  HANDS 
BUSH  A  TOUGH  CHOICE 


ustralia's  plan  to  start  a  commercial  space  program  is 
causing  odd  reverberations  in  the  Bush  Administration. 
^^^^A  squabble  over  a  new  Australian  launch  facility  pits 
supporters  of  Soviet  President  Mikhail  Gorbachev's  economic 
reforms  against  backers  of  the  U.  S.  rocket  business. 

United  Technologies  Corp.  is  seeking  government  permis- 
sion to  manage  the  space  port  Australia  is  planning  on  Cape 
York,  in  Queensland.  The  complication:  The  Soviet  Zenit  boost- 
er will  be  used  as  the  launch  vehicle. 

Secretary  of  State  James  A.  Baker  HI,  a  strong  backer  of 
perestroika,  favors  UTC's  participation.  The  State  Dept.  ar- 
gues that  the  Soviets  must  export  to  raise  the  hard  currency 
they  need  to  make  their  reforms  succeed. 

But  the  U.  S.  launch  industry,  led  by  Martin  Marietta  Corp. 
and  McDonnell  Douglas  Corp.,  fears  that  the  Soviets  will  offer 
cut-rate  prices  to  buy  market  share,  a  course  already  followed 
by  China  with  some  success.  Their  arguments  have  won  the 
backing  of  Vice-President  Dan  Quayle's  Space  Council  and  the 
Defense,  Commerce,  and  Transportation  Depts. 

President  Bush  must  now  decide.  Insiders  are  betting  that 
he'll  back  the  U.  S.  launch  industry,  even  at  the  cost  of  ruf- 
fling feathers  in  Moscow  and  Canberra. 

By  Bill  Javetski  and  Seth  Payne 


PITAL  WRAPUPI 


tANGATE 


l^s  the  last  trials  from  the  Iran-co«- 
^L^ra  scandal  wrap  up,  Oliver  L. 
lorth  is  launching  a  new  business, 
he  retired  Marine  officer  has  joined 
ith  a  fellow  Iran-co«fm  veteran,  for- 
er  CIA  official  Joseph  Fernandez,  to 
ake  bulletproof  vests.  (North  was 
mvicted  for  his  role  in  the  scandal; 
ernandez'  trial  was  aborted  when  the 
Dvernment  refused  to  release  classi- 
ed  evidence.)  The  new  company, 
uardian  Technologies  International, 
ill  use  Allied-Signal  Inc.'s  Spectra 
ibric  to  make  vests  that  North  says 
ill  be  better  than  anything  on  the 
larket.  "I've  gone  around  the  country 


speaking  about  American  free  enter- 
prise," says  the  former  National  Secu- 
rity Council  aide.  "Now  I'm  going  to 
learn  what  it's  all  about." 

EDUCATION  

First,  Philip  Morris  Cos.  promoted 
the  bicentennial  of  the  Bill  of 
Rights.  Now,  another  tobacco  compa- 
ny, RJR  Nabisco  Inc.,  is  off  on  a  high- 
profile  crusade  to  boost  its  image. 
Chairman  Louis  V.  Gerstner  Jr.  has 
invited  educators  from  around  the  na- 
tion to  come  to  Washington  and  offer 
ideas  for  the  company's  Next  Century 
schools  program.  RJR  is  offering  $8.5 
million  in  grants  to  schools  for  foster- 
ing entrepreneurship. 


JUSTICE 


A nearly  year-old  leak  of  a  probe 
involving  House  Majority  Whip 
William  H.  Gray  III  (D-Pa.)  continues 
to  plague  Attorney  General  Richard  L. 
Thornburgh.  After  a  long  FBI  investi- 
gation— including  a  grand  jury  appear- 
ence  by  Thornburgh  press  aide  David 
R.  Runkel — the  department  said  it 
couldn't  find  the  source  of  the  leak. 
The  issue  came  back  to  life  after  News- 
day  quoted  an  unnamed  FBI  agent  as 
saying  that  an  unreleased  internal  re- 
port on  the  incident  contained  "political 
dynamite."  Thornburgh  now  promises 
a  new  probe,  this  time  by  Justice's  Of- 
fice of  Professional  Responsibility. 


HINGTON  OUTLOOK 
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Wanted  a  Iwcuru  car 
ve  could  afford,  fnat's 
vhy  we  called  Chevrolet^ 


>  WINNING! 


TODAY'S  FLEET  COMPANY  IS  CHEVROLET 


It  is  longer,  wider  and  roomier  than  the  Caprice  it  replaces,  and  a  generation  more 
erodynamically  efficient.  Helping  make  it  the  most  spacious  Caprice  ever  built.  As 
dl  as  the  quietest. 

It  has  V8  power  and  the  exceptional  ride  qualities  of  rear  drive  and 
separate  body-on-frame  construction.  Coupled  with 
I      the  technical  sophistication  of  standard  Bosch  ABS 
X        /^^^"^fi  ^^^ith    4-wheel  anti-lock  brake  system  and  driver's-side 
\.  .:^_.___^mm^:^mM':Ziz^^;       Supplemental  Inflatable  Restraint  System  (air 
^^^^^^^  — bag).  Available  luxuries  include  leather  seat- 
\      ^  rJ    ing  areas  and  electronic  keyless  entry.  Clearly 

J  ■  ^r-rir-r'-^^.--    the  time  had  come  for  a  new  Caprice.  And 

/  when  you  see  its  affordable  price,  you'll  see  it 

^     \.  ■  could  only  have  come  from  Chevrolet. 

.  _  .4^  .         Call  Chevrolet  Fleet  Sales,  1-800-248-2897.  No  one  . 
,  -      y  has  a  car  like  our  new  1991  Caprice.  Absolutely  no  one.  ^ 


nternational  Business 


EUROPE  I 


m»>m 


EUROPE'S 
COSTLIER 
FLIGHTS 


LONDON  TO 
BRUSSELS 

4501754; 


AN  ALLIANCE  TAKES  OFF:  LUFTHANSA  AND  AIR  FRANCE  ANCHOR  ONE  OF  THE  THREE  DISTINCT  AIRLINE  BLOCS  THAT  HAVE  EMERGED  IN  EUROPE  LATELY 


WHERE  THE  SKIES  AREH'T 
GETTIHG  ANY  FRIENDLIER 


uia; 

IfD. 


As  Europe's  airlines  consolidate,  will  the  EC  be  able  to  prevent  the  industry  from  becoming  a  cartel? 


4 

lis 

Put  simply,  the  Commission  must  decidi  jiw 
where  the  line  should  be  drawn  betweei  ftr 
efficiency-enhancing  consolidation  an( 
blatantly  anticompetitive  behavior.  Sayi 
an  EC  official:  "We  don't  want  Europe  ti  »f 
become  like  the  U.  S.,  where  the  largi  ids 
companies  have  been  allowed  to  buy  u] 
all  the  small  ones  and  split  the  marke  irit 
among  themselves.' 

'UP  AND  UP.'  The  BA/KLM/Sabena  linkuj 
is  a  prime  example  of  how  airlines  se> 
the  future  of  European  aviation.  To  prcitci 
tect  its  small  flagship  airline,  Belgium  upe 
arranged  for  BA  and  klm  to  take  205 
stakes  in  a  new  Sabena  subsidiary,  Sa 
bena  World  Airlines.  Sabena  will  expani 
the  numbe»-  of  flights  on  its  routes.  Ii 
return,  Brussels  would  in  effect  serve  a 
a  new  hub  for  both  BA  and  klm,  feedini 


E: 


ver  since  upstart  airline  German 
Wings  started  scheduled  flights 
within  West  Germany  a  year  ago, 
Lufthansa  has  tried  to  squash  it — first 
by  refusing  to  honor  its  tickets,  then  by 
requiring  passengers  switching  from 
Wings  to  get  special  stamps.  Lufthansa 
then  tried  unsuccessfully  to  acquire 
Wings,  which  is  now  looking  for  a  for- 
eign partner. 

Even  before  the  European  Community 
unleashes  deregulation,  airlines  across 
Europe  are  hustling  to  defend  long-pro- 
tected routes.  While  cementing  cozy  alli- 
-nces  among  themselves,  the  entrenched 
'in-iers  are  swallowing  small  airlines 
':  ai  could  pose  a  threat.  In  essence, 
t'.  iv've  learned  from  the  frenetic  U.S. 
sh:...'-,-'Out  that  bigger  is  better  and  it 


pays  to  dominate  key  airport  hubs. 

But  how  far  this  consolidation  will  be 
allowed  to  go  is  a  hot  topic  in  Brussels 
and  other  capitals.  In  late  March,  the 
British  government  announced  it  would 
investigate  a  proposal  by  British  Air- 
ways and  KLM  to  team  up  with  Bel- 
gium's Sabena.  The  government  is  con- 
cerned that  BA  and  Sabena  would  gain  a 
stranglehold  on  the  Brussels-to-London 
route,  where  the  two  carriers  operate  at 
least  70%  of  flights.  The  European  Com- 
mission is  intently  examining  the  broad- 
er implications  of  the  same  deal  and  is 
looking  at  whether  Air  France  should  be 
allowed  to  gain  monopoly  power  over 
French  aviation  by  buying  control  of 
France's  two  other  big  airlines. 

These  inquiries  are  crucial  test  cases. 
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ffic  into  their  networks  and  relieving 
issure  on  London's  overcrowded 
athrow. 

A'^hat  makes  sense  to  tiie  heads  of 
ise  airlines,  though,  might  not  be  best 

Europe's  hapless  passengers,  who  al- 
,dy  pay  significantly  higher  fares 
,n  U.  S.  passengers  (table).  The  three 
lines  stand  to  control  northwestern 
rope's  six  major  airports,  charges  Mi- 
lel  D.  Bishop,  chairman  of  British 
iland  Airways  Ltd.  "The  customer 
1  get  screwed,  and  the  fares  will  go 

and  up,"  he  predicts.  Concerned 
)ut  securing  enough  inexpensive 
•ts,  France's  Club  Mediterranee  paid 
1  million  for  50%  of  France's  biggest 
irter  operator,  Minerve,  on  Apr.  3. 
)eregulation  was  always  expected  to 
d  to  consolidation  in  Europe's  airline 
ustry,  as  it  has  in  the  U.  S.  But  many 
inomists  complain  that  the  shakeup  is 
ning  before,  not  after,  free-market 
ces  have  a  chance  to  work.  The  far- 
iging  reforms  worked  out  by  EC 
nsport  ministers  last  December  won't 
;e  effect  until  1993.  The  ministers 
•eed  to  scrap  the  capacity-sharing 
•eements  that  guarantee  each  conn- 
's carriers  a  percentage  of  traffic, 
jy  also  instituted  a  double-disapproval 
item  for  new  fares  for  trips  between 
intries,  allowing  an  airline  to  set  tar- 

>  unless  both  governments  veto  them, 
der  current  rules,  either  government 
I  veto  new  fares. 

LDING  PATTERN.  The  best  hope  for 
cing  fares  down  lies  with  Europe's 
■geoning  number  of  small  airlines, 
ich  already  have  had  an  impact  on 
eral  routes.  But  some  governments 
angle  potential  upstarts  in  red  tape, 
tiding  slots  are  scarce  at  many  air- 
Is,  limiting  the  number  of  flights 
vcomers  can  offer.  Those  that  do 
nage  to  get  off  the  ground,  such  as 
rman  Wings,  often  become  prey  to 
'  large  carriers,  klm  has  already 
ight  into  two  small  rivals,  while  ba 
ight  British  Caledonian  Airways,  and 
issair  has  picked  up  38%  of  successful 
^ional  airline  Crossair. 
rhree  distinct  blocs  are  forming  in  Eu- 
)e.  One  has  BA  and  klm  at  the  helm. 

>  and  Swissair  lead  the  second.  Air 
mce  and  Lufthansa,  which  last  Sep- 
riber  signed  a  broad  cooperation  pact, 
ihor  the  third.  Some  of  the  smaller 
Tiers  are  committing  themselves  to 
i,  and  the  others  may  have  to  follow, 
^ost  observers  still  think  the  EC  will 
;vent  the  industry  from  becoming  a 
tel.  But  the  hopes  for  widespread 
npetition,  so  bright  only  a  few  months 
3,  are  dimming  under  the  crushing 
ight  of  alliances,  takeovers,  and 
leeze  plays  on  any  company  brave 
3ugh  to  start  its  own  airline. 

By  Mark  Maremont  in  London,  with  bu- 
lu  reports 


Commentary/ by  Gail  E.  Schares 

WESTWARD  HO? 
HANS  IS  HAVING  SECOND  THOUGHTS 


Call  him  Hans,  your  typical  East 
German  factory  worker.  In  his 
drab  Berlin  apartment,  it's  anoth- 
er night  of  wrangling  over  whether  to 
pack  up  and  move  to  the  West  before 
benefits  for  East  German  refugees  are 
slashed.  The  decision  isn't  easy.  With  a 
monthly  salary  of  1,200  Ostmarks — 
about  $160 — he's  barely  making  it.  Be- 
fore the  Mar.  18  elections,  he  had 
hoped  the  reunification  of  Germany 
would  quickly  create  enough  prosperi- 
ty for  him  to  start  his  own  business. 

But  now,  that's  less  likely,  and  Hans 
and  other  young  East  Germans  must 
decide  fast  whether  they'd  be  better 
off  fleeing  to  the  West.  A  looming 
deadline  is  July  1,  when  it's  rumored 
West  Germany  will  cut  off  refugee  aid. 

The  dilemma  facing  Hans  affects  all 
Germans.  If  politicians  in  Bonn  short- 
change East  German  workers,  that 
could  encourage  a  stampede  across  the 
border,  setting  back  reunification 
plans.  If  they're  too 
generous,  they'll  hike 
inflation  and  weaken 
both  economies. 

Before  the  elec- 
tions. West  German 
politicians  led  Hans  to 
believe  that  each  of 
his  saved-up  Ost- 
marks, worth  13(t, 
could  be  exchanged 
for  one  Deutsche- 
mark,  worth  58$.  That  would  give  East 
Germans  a  450%  exchange-rate  bonus 
and  plow  some  $100  billion  into  the 
East  German  economy.  The  hint  of 
such  a  plan  helped  West  German  Chan- 
cellor Helmut  Kohl  engineer  a  resound- 
ing victory  for  East  German  conserva- 
tives in  mid-March.  Now,  the  West 
German  central  bank  is  proposing  to 
swap  only  2,000  Ostmarks  per  person 
at  the  1-to-l  rate  and  the  rest  at  2-to-l. 
That's  going  to  be  worth  about  50% 
less  to  Hans  and  his  friends  at  a  time 
of  rising  prices  and  disappearing  subsi- 
dies, which  had  kept  milk  at  8$  a  liter 
and  bread  at  13<t  a  loaf. 
AID  PACKAGE.  If  he  leaves  now,  Hans 
will  get  a  one-time  payment  of  $120 
from  the  West  Germans,  and  in  a  few 
days  he'll  be  able  to  collect  unemploy- 
ment payments  of  $700  a  month.  He'll 
also  get  free  schooling  and,  if  he's 
lucky  enough  to  land  a  job,  free  voca- 
tional training. 
Similar  hard  choices  confront  East 


WHAT  IS  THE  OSTMARK  WORTH? 


German  factory  managers.  When  Day 
X  arrives  and  currency  union  with 
West  Germany  becomes  effective,  bil- 
lions of  Ostmarks  in  debt  will  suddenly 
become  hard-currency  debt.  Salaries 
will  be  payable  in  Deutschemarks.  But 
it  could  be  years  before  grimy  East 
German  factories  will  be  productive 
enough  to  earn  hard  currency  in  the 
European  market. 

Yet  the  prospect  of  paying  East  Ger- 
mans to  stay  home  is  also  scary.  Near- 
ly all  West  Germans  think  it  means 
printing  money  and  increasing  infla- 
tion. Many  also  think  it  means  higher 
taxes,  and  with  federal  elections  sched- 
uled for  Dec.  2,  few  politicians  want  to 
suggest  that  possibility.  Even  giving 
East  Germans  a  huge  subsidy  is  a  dou- 
ble-edged sword.  Given  a  1-to-l  ex- 
change rate,  the  rickety  East  German 
economy  would  be  stuck  with  a  suffo- 
cating 460  billion  Deutschemark  debt, 
and  most  East  German  companies 
would  go  bankrupt. 
That's  why  the 
Bundesbank  wants  to 
halve  the  debt  by  us- 
ing a  2-to-l  rate. 

West  Germans 
seemed  to  whistle 
past  these  problems 
earlier,  because  reuni- 
fication was  consid- 
ered beyond  price. 
Now,  everyone  still 
wants  it,  but  the  cost  is  becoming  an 
issue.  And  preelection  promises  are — 
well,  preelection  promises.  Negotia- 
tions on  the  details  of  currency  union 
will  likely  begin  as  soon  as  East  Ger- 
many forms  a  new  government. 

For  Kohl,  the  trick  will  be  to  keep 
the  package  of  costs  for  reunification 
near  the  expected  $18  billion  a  year, 
which  he  has  already  tucked  into  the 
budget.  To  make  his  plan  work,  he'll 
have  to  satisfy  East  Germans  who  hold 
about  64  billion  Ostmarks  in  savings. 
He'll  also  have  to  subsidize  East  Ger- 
man wages  and  raise  East  German 
pensions  from  their  current  level  of  $65 
a  month. 

Kohl's  bold  offers  on  reunification 
helped  fellow  conservatives  win  in 
March.  Now,  in  the  new  democracy  of 
East  Germany,  Hans  and  his  friends 
are  examining  Kohl's  rhetoric  and  do- 
ing some  arithmetic  on  their  own. 
Their  summer  plans  all  depend  on  how 
those  numbers  come  out. 
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VIETNAM  I 


FACE-LIFT  FOR  THE  HOTEL  CONTINENTAL:  FOREIGNERS  ARE  EXPECTING  PROFITS  IN  TOURISM  SOON 


NOW,  BUSINESS  IS  ASKING: 
WHY  AREN'T  WE  IN  VIETNAM? 

As  Hanoi  rolls  out  the  trade  carpet,  an  embargo  stymies  the  U.S. 


Twenty-five  years  ago,  Warren 
Williams  fought  in  Vietnam  with 
the  U.  S.  Army's  Special  Forces. 
Now,  he's  hunting  down  possible  busi- 
ness deals  with  the  former  enemy. 
"I'm  not  so  much  interested  in  helping 
the  Vietnamese  as  making  money  for 
American  companies,"  says  the  Green 
Beret-turned-consultant. 

Williams  is  in  the  vanguard  of  the 
rethinking  of  Vietnam  by  American 
business.  In  May,  he'll  lead  a  delega- 
tion from  the  Hong  Kong-based  Amer- 
ican Chamber  of  Commerce  to  pres- 
sure Congress  to  lift  the  12-year-old 
embargo  on  U.  S.  trade  with  Vietnam. 
The  country  has  opened  its  doors  to 
foreign  trade,  and  foreign  companies 
are  establishing  toeholds  in  key  indus- 
tries such  as  energy,  telecommunica- 
tions, and  tourism.  Many  Americans 
don't  want  to  be  left  out.  A  recent 
survey  shows  that  70%  of  U.  S.  compa- 
nies with  Asian  offices  want  to  do 
business  there. 

SissoTiONAiL  TOPIC.  So  far,  Washington 
S -.isn't  helped.  Some  American  politi- 
j;.!r)s  favor  normalizing  relations  with 
■'.■•'<.':  quickly.  Most  prominent  is  for- 
ii.  S.'i  retary  of  State  and  U.  S.  Sena- 
tor ?.dmund  S.  Muskie.  But  most  fol- 
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low  the  Bush  Administration's  go-slow 
approach,  which  links  setting  up  diplo- 
matic ties  to  Vietnam's  cooperation  in 
resolving  the  conflict  in  Cambodia,  in- 
cluding clearing  the  way  for  free  elec- 
tions there.  For  many  members  of 
Congress,  the  Vietnam  War  is  still 
too  emotional  a  topic  to  allow  for 
daring  policy  innovations,  particularly 
since  the  issue  of  Americans  missing 


Under  Hanoi's  new 
investment  policy,  licenses 
have  been  issued  to  85  foreign 
projects  worth  $832  million 


in  action  has  never  been  completely 
cleared  up. 

Nonetheless,  some  big  U.  S.  names 
are  already  inching  toward  Vietnam. 
In  January,  when  Bechtel  Internation- 
al Inc.  opened  a  Bangkok  office.  Group 
Far  East  Director  John  Moore  said 
Bechtel  would  enter  Vietnam  as  soon 
as  relations  were  normalized.  The  ex- 
press-package company  DHL  Interna- 


tional Ltd.  has  expanded  its  delivery 
network  to  include  Vietnam. 

Other  Americans  are  already  there 
When  the  U.  S.  government  objected  tc 
Ted  Turner's  plans  to  install  a  satellite 
dish  in  Vietnam  last  year,  which  tht 
state  television  network  would  use  tc 
■rebroadcast  CNN,  the  Atlanta  tycooi 
sued.  In  January,  the  governmen 
backed  down.  Now,  TV  programming 
from  the  U.S.  is  bound  to  whet  ai 
already  strong  Vietnamese  appetite 
created  during  the  war  years,  foi 
American  products.  Thai  middlemei 
are  trucking  so  much  Coke  across  th 
Vietnamese  border  that  Coca-Cola  Co 
which  has  no  direct  sales  in  Vietna 
got  slapped  on  the  wrist  by  the  Co 
merce  Dept.  Coke  executives  are  in  f 
vor  of  resuming  business  in  Vietnam 

In  years  past,  most  U.  S.  allies  hee 
ed  Washington's  freeze  on  Vietna 
deals.  No  more.  Since  Hanoi  approve 
a  new  investment  code  in  late  198 
allowing  foreigners  up  to  a  99%  stak 
in  joint  ventures,  more  than  5,500  exe 
utives  from  France,  West  Germany,  Itj 
aly,  and  Scandinavia,  not  to  mentioij 
Taiwan,  South  Korea,  and  Japan,  hav 
gone   to   Vietnam.   The  Vietnames 
have  issued  licenses  to  85  foreign  pro 
ects  worth  $832  million.  French  hot 
group  Accor  and  SAS  International  H 
tels,  for  example,  have  both  signe 
major  hotel  deals.  The  British  are  go 
bling  up  contracts  to  explore  Vie 
nam's  offshore  oil  fields. 
QUICK  START.  Asian  neighbors  are  pilin 
in  even  faster.  Two  years  ago,  Tha 
land  launched  a  policy  of  turning  "ba 
tlefields  into  marketplaces,"  with 
view  to  major  development  of  Vie 
nam's  market  and  resources.  Japan  a 
ready  accounts  for  one-third  of  Vie 
nam's  total  trade  of  $4.3  billion.  Th 
country  now  imports  $2.5  billion  worti 
of  consumer  goods,  chemicals,  textile 
and  machinery.  Despite  an  official  bojl 
cott,  Singapore's  annual  trade  wit 
Vietnam  exceeds  $200  million.  One 
Indonesia's  richest  clans,  the  Soerya 
jaya  of  the  giant  Astra  Group,  is  forn: 
ing  Vietnam's  first  joint-venture  bank 
The  Taiwanese  have  sent  trade  con 
missions,  and  South  Korea  will  open 
trade  office  in  Hanoi.  Asian  airline 
are  racing  for  air  rights  to  Vietnan 
cargo  carrier  Air  Hong  Kong  has  a\  j 
plied  for  four  weekly  flights.  i 

What  may  turn  the  tide  in  Washing! 
ton  is  that  some  Vietnam  veterans  an  | 
erstwhile  hawks  say  the  time  has  comji 
to  let  bygones  be  bygones.  Says  Waw 
ren  Williams:  "It's  time  the  U.  S.  gc[ 
off  its  duff  and  lifted  that  embargo  si 
we  can  do  some  business." 

By  Dinah  Lee  in  Hong  Kong,  with  Pauli 
Dwgcr  and  Bill  Javetski  in  Washington  j, 

INTERNATIONAL  BUSINiji 


There  are  15 
private  islands  for  sale 
in  the  Caribbean. 


ut  there's  only  one  Beefeater. 

Little  Leaf  Cay        Adam  Island  Pelleu  Island        Little  Monkey  Caye    Roto  Cay  ^ 

Barbareta  Island      Greater  Monkey  Caye     Long  Coco  Caye    Cabbage  Cay  White  Island 

Meeks  Patch  Caye    Isla  de  Pedro  Gonzalez    Tortugas  Island     Isia  Naranja  Sur        Isla  del  Faro 

Island  availability  subject  to  prior  sale  and  rising  tides. 


IMPOF'JB 


LONDON  DISTILLED 

DRYGIN 


The  world's  most  imported  gin. 

47%  Ale  /Vot  100%  Grain  Neutral  Spirits.  Imported  by  Hiram  Walker  &  Sons.  Inc..  harmington  Hills.  MI  «j  1990. 


Feel  the  power  of  the 

wx  n  l(  Is  first  turbo  coniei: 


Introducing  the  new  Toshiba  2230  Turbo.  The  first  turbocharged 
copier  in  history.  Beneath  its  sleek  exterior  is  a  copying  system  so  remarkable 
it's  actually  patented. 

With  it, you  can  produce  22  copies  a  minute.Or  hit  the  turbo  button 
and  turn  out  30  copies  a  minute.  So  now  you  have  the  power  to  work  40% 
more  efficiently  While  using  33%  less  toner  And  u+iats  even  more  revolution- 
aiy,  we've  managed  to  do  it  all  without  turbocharging  the  price. 

To  arrange  for  a  free  demonstration,  just  call  1-800-GO-TOSHIBA. 
Then  hang  on. Tight. 

In  Touch  with  Tomorrow 

TOSHIBA 


The  worlds  first 
2-speed  copier. 
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VHY  THE  IRAQIS 

LRE  RATTLING  THEIR  ROCKETS 


I  ■  npredictable,  potentially  aggressive  Iraq  is  making  a 
IH  strong  bid  to  become  the  dominant  power  in  the  Per- 
19  sian  Gulf.  That  ambition  underlies  the  recent  outbursts 
President  Saddam  Hussein,  who  raged  on  Apr.  2  that  he 
)uld  destroy  "half  of  Israel"  with  chemical  weapons  if  it 
ries  to  do  anything"  to  Iraq.  Hussein  issued  his  threat  soon 
ter  Britain  and  the  U.  S.  had  nabbed  Iraqi  agents  accused  of 
r^ing  to  acquire  U.  S.-made  triggers  for  nuclear  weapons,  and 
ter  he  had  ordered  the  hanging  of  an  Iranian-born  reporter 
r  a  British  newspaper  on  charges  of  spying  for  Israel.  A  few 
;eks  earlier,  Hussein  had  demanded  that  the  U.  S.  withdraw 
Persian  Gulf  fleet,  which  he  sees  as  a  curb 
his  ambitions — while  oil-rich  gulf  monarchs, 
r  the  same  reason,  want  the  fleet  to  stay. 
Until  these  flare-ups,  Hussein  had  kept  a  low 
ofile  while  rebuilding  Iraq's  military  strength 
llowing  the  19cS8  cease-fire  in  the  Iran-Iraq 
ir.  But  now,  according  to  Gary  Sick,  a  former 
hite  House  adviser  on  the  Persian  Gulf,  Hus- 
in  is  feeling  powerful  enough  to  start  throw- 
l  his  weight  around  again.  That's  cause  for 
ncern  not  only  around  the  gulf  but  in  the 
est.  The  Iraqis  "ought  to  be  taken  seriously," 
;k  says,  because  "they  are  not  only  nasty  but 
ented." 

PENSIVE  DRIVE.  Rising  oil  income  is  providing 
issein  with  the  means  to  acquire  a  menacing 


HUSSEIN:  FEELING  POWERFUL 


ray  of  weapons.  Iraq  already  has  the  Third  World's  biggest 
emical  weapons  program,  and  it  appears  to  be  working  on 
clear  weapons,  although  observers  believe  it  is  5  to  10  years 
'ay  from  developing  a  nuclear  device.  Martin  Indyk,  execu- 
e  director  of  the  Washington  Institute  for  Near  East  Policy, 
inks  that  Hussein  also  aims  to  build  a  satellite-guided  strate- 
;  missile  system  following  last  December's  launch  of  a  sub- 
bital  rocket.  Iraq's  top  suppliers  of  arms  and  military  tech- 
logy  are  the  Soviet  Union  and  France.  But  West  Germany, 
ily,  and  Brazil  also  have  contributed  to  its  buildup. 
Despite  Hussein's  menacing  talk,  much  of  the  motivation  for 


his  arms  drive  is  defensive.  Although  Iraq  bloodied  Iran  in 
their  conflict,  Hussein  still  feels  the  need  to  deter  an  eventual 
renewal  of  the  war  by  Iran,  which  has  a  population  three 
times  bigger  than  Iraq's.  He  is  also  anxious  to  discourage  new 
raids  by  the  Israelis,  who  destroyed  Iraq's  Osirak  reactor  near 
Baghdad  in  a  1981  bombing.  But  Israel  could  be  tempted  into 
another  preemptive  strike,  because  Iraq  cannot  yet  loft  chemi- 
cal warheads  heavy  enough  to  carry  out  Hussein's  threat, 
according  to  W.  Seth  Carus,  an  arms  expert  at  the  Naval  War 
College  Foundation  in  Newport,  R.  I. 
Western  policymakers  worry,  however,  that  Hussein  may 
also  wield  his  new  power  aggressively  in  the 
gulf.  So  far,  Iran  hasn't  rearmed  much,  and  it 
may  not  be  seen  in  Baghdad  as  enough  of  a 
threat  to  keep  Iraq's  army  of  800,000  perma- 
nently pinned  down.  By  intimidating  the  gulf 
monarchies  and  standing  up  to  Israel,  Hussein 
aims  to  enhance  Iraq's  clout  in  the  region,  as 
well  as  its  influence  in  OPEC.  The  monarchies 
financed  Iraq's  war  effort  to  offset  the  threat 
from  Iran's  Islamic  fanatics,  but  Hussein  has 
no  intention  of  repaying  their  $30  billion  of  aid. 
And  he  continues  to  claim  part  of  Kuwait's 
territory,  although  he  has  backed  away  from 
previous  efforts  to  export  Iraq's  brand  of  Arab 
socialism. 

Hussein's  saber-rattling  and  his  repressive  re- 
gime aren't  likely  to  deter  the  U.  S.  and  other  Western  coun- 
tries from  trying  to  maintain  good  relations  with  Iraq,  partly 
as  a  hedge  against  a  resurgent  Iran.  The  world's  growing 
dependence  on  gulf  oil  in  the  1990s  will  make  Iraq  a  strategic 
supplier  in  an  increasingly  lucrative  market.  Hussein  is  boost- 
ing Iraq's  3  million  barrels  of  daily  output,  second  only  to  the 
Saudis'  in  OPEC,  and  the  oil  may  earn  as  much  as  $18  billion 
this  year.  With  such  resources,  Hussein  is  likely  to  keep  jos- 
tling for  a  bigger  role  in  the  volatile  region. 

By  Stanley  Reed  in  New  York,  with  Susan  Carter  in  Bahrain, 
Johy\  Rossant  in  Rome,  and  bureau  reports 
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hile  Iraq  brandishes  its  missiles 
and  boasts  of  poison-gas  weap- 
ns,  the  falloff  in  conventional  warfare 
1  the  Middle  East  and  other  regions 
as  plunged  Brazil's  once-booming 
rms  industry  into  a  slump.  Two  lead- 
ig  arms  makers,  Engesa  Engenheiros 
]specializados  and  Avibras  Aeroespa- 
ial,  declared  bankruptcy  in  recent 
/eeks.  The  privately  owned  companies 
/ere  the  backbone  of  a  Brazilian  indus- 
ry  that  sold  $2.5  billion  worth  of  low- 
iriced  arms  in  the  peak  year  of  1987. 
Engesa  and  Avibras  supplied  large 
mounts  of  rockets  and  armed  person- 
lei  carriers  to  Iraq  during  its  war  with 


Iran.  All  in  all,  Avibras  exports  totaled 
more  than  $1  billion  to  the  Persian 
Gulf  region.  Now,  the  Brazilian  gov- 
ernment is  worried  that  the  companies 
will  sell  off  their  technology.  But  En- 
gesa officials  say  they  still  hope  to 
land  a  $2  billion  contract  to  supply  Sau- 
di Arabia  with  325  Osorio  battle  tanks. 

CENTRAL  AMERICA  

The  European  Community  will  put 
up  $200  million  in  aid  over  three 
years  to  help  revive  the  nearly  dor- 
mant Central  American  Common  Mar- 
ket. At  an  Apr.  9-10  meeting  in  Dublin 
with  Central  American  ministers,  the 
EC  planned  to  sign  an  agreement  for  an 
initial  $150  million  to  be  channeled 


through  the  Central  American  Mone- 
tary Council,  an  organization  of  the  re- 
gion's five  central  banks,  starting  June 
1.  The  EC  gave  the  go-ahead  for  the 
scheme  after  Nicaraguans  voted  the 
Sandinistas  out  of  office  on  Feb.  25. 

The  EC's  aim  is  to  stimulate  trade, 
both  within  and  outside  the  isthmus, 
by  offering  $1  of  hard  currency  for 
every  $10  worth  of  goods  exported  by 
any  one  of  the  five  countries.  The  EC 
will  also  underwrite  a  clearinghouse 
run  by  the  five  central  banks  to  keep 
the  region's  payments  in  balance.  For 
their  part,  the  Central  Americans 
agreed  to  dismantle  regional  trade  bar- 
riers, starting  with  removal  of  ex- 
change controls  by  the  end  of  1990. 
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While  there  are  any  number  of  ways  to  get  where 
vou're  going,  we  think  getting  there  should  be  an 
exhilarating  experience.  That  is  precisel>  \>.hy  we  cre- 
ated the  XJ-S  Convenible. 

The  S-type  Con\  enible  offers  the  kind  of  exhilara- 
tion that  made  Jaguar  famous.  A  velvety  smooth,  pow- 
erful V-12  engine  provides  authoritative  acceleration. 
Modified  for  racing,  this  engine  powered  Jaguar  to  a 


one-two  victor,  at  the  grueling  24  Hours  of  Da\ti 
this  year. 

jaguar's  reno\vned  independent  suspension  syst' 
and  four-wheel  .A.BS  anti-lock  disc  brakes  make  driv. 
the  S-ty  pe  through  the  tu  ists  and  mrns  of  challeng: 
roads  a  joyous  experience. 

.\t  the  press  of  a  button,  the  S-t\pe^  top  folds  do 
m  less  than  12  seconds  to  reveal  a  sunny  da\  oi 


A  BLENDING 
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nlit  evening.  Close  the  thickly  padded,  hand- 
red  top  and  the  cabin  becomes  a  quiet,  luxurious 
e  for  you  and  your  passenger.  The  doors,  dash  and 
;ole  are  adorned  with  highly  polished,  burl  walnut. 
:nsive  use  of  leather  throughout  the  interior  assures 
fort,  while  a  host  of  amenities,  such  as  an  80-watt 
;o  sound  system,  cruise  control  and  computerized 
ate  control,  add  enjoyment  and  convenience.  You'll 


A    C    H    I    N  E 


also  appreciate  classic  touches,  such  as  deep-pile  car- 
peting, embossed  doorsills  and  thickly  chromed 
brightwork  that  proudly  reflects  the  beauty  of  the  sur- 
rounding wood. 

Test  drive  the  1990  Jaguar  XJ-S  Convertible.  For 
your  nearest  dealer  call  1-800-4- JAGUAR.  One  ride  in 
an  XJ-S  Convertible  and  you'll  learn  how  the  drive  itself 
can  be  a  rich  reward. 

JAGUAR 


e  Cbrporation 
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HOW  CPC  IS  GETTING  FAT 

ON  MUFFINS  AND  MAYONNAISE 


Agile  marketing  is  helping  to  transform  the  once-stodg\^  corn-refiner 


CPC'S  CORNUCOPIA:  BRAND-NAME  GROCERIES  NOW  ACCOUNT  FOR  80%  OF  THE  COMPANY'S  SALES 


On  the  desk  of  CPC  International 
Inc.  Chairman  James  R.  Eiszner 
rests  a  set  of  brass  scales,  with 
"long-term  investment"  engraved  on  one 
tray  and  "short-term  return"  on  the  oth- 
er. Balancing  the  two  hasn't  always 
been  easy  for  Eiszner  and  the  $5  billion 
food  company  he  manages.  "It's  a  bal- 
ancing act  that  every  CEO  must  perform 
if  he  wants  to  keep  his  job,"  he  says. 

Eiszner  should  know.  He  almost  lost 
his  job  in  late  1986,  when  CPC's  anemic 
stock  caught  the  eye  of  New  York  inves- 
tor Ronald  0.  Perelman.  After  Perelman 
snapped  up  7.67^  of  CPC's  shares,  Eiszner 
smelled  a  takeover  and  announced  plans 
to  repurchase  20.5%  of  CPC's  stock. 
When  Perelman  sold  his  stake  for  a  $41 
million  profit,  CPC  shareholders 
screamed  "greenmail" — a  charge 
Eiszner  denies. 

Greenmail  or  not,  the  real  beneficia- 
ries of  the  Perelman  raid  have  been  CPC 
shareholders.  Under  Eiszner,  63,  CPC  is 
evolving  from  a  stodgv'  processor  of 
commodity  corn  oils,  syrups,  and  starch- 
es into  a  nimble  seller  of  worldwide  food 
brands.  CPC  gets  80'  >  of  sales  from  high- 
margin  grocery  products,  up  from  61''' 
in  1986.  Long  considered  a  lackluster 


marketer,  CPC  now  spends  heavily  to 
promote  existing  brands  and  to  acquire 
or  develop  new  ones.  "Perelman  put  the 
fear  of  God  into  what  was  once  a  conser- 
vative, sleepy  company,"  says  John 
McMillin,  an  analyst  at  Prudential-Bache 
Securities  Inc. 
CPC's  new  religion  has  already  brought 


CPC'S  NEW  MIX... 


SALES  fflOM  GROCERY  PRODUOS 


SAliS  FROM  CORN  MIIUNG 


PERCEKT^  0  30  60  90 

...BOOSTS  PERFORMANCE 

1986 


RETURN 
ON  EQUITY 


1989 


PERCENT^  0  ID  20 

DATA:  CPC  INTERNAHOKWIHC 


rewards.  The  shift  toward  consum 
er  foods  helped  boost  operating 
margins  to  13%  last  year,  fron  . 
9.8%  in  1986.  In  1989,  Englewooc  (i 
Cliffs  (N.J.)-based  CPC's  net  in 
come  rose  13.3%,  to  $327.5  million 
on  an  8.6%;  gain  in  revenues,  tc 
$5.1  billion.  Nomi  Ghez,  an  analys 
with  Goldman,  Sachs  &  Co.,  ex 
pects  earnings  to  grow  13%  annu 
ally  over  the  next  few  years.  At  ; 
recent  price  of  68%,  CPC's  stocl 
price  is  55%  higher  than  it  wa; 
when  Perelman  sold  his  shares. 

Eiszner,  a  research  chemist  anc 
a  26-year  veteran  of  CPC,  arguei 
that  the  shift  in  focus  was  in  th<  ■ 
works  before  the  raid.  Clearly,  CP(  li 
already  had  most  of  the  ingredi  i; 
ents  for  a  turnaround.  Its  brand  k 
include  such  supermarket  stancj  h 
bys  as  Mazola  corn  oil,  Skippy  pea 
nut  butter,  Hellman's  mayonnaise 
and  Thomas'  English  muffins.  Bu  y 

 i  rather  than  spending  heavily  oi  in 

marketing,  CPC  was  investing  to  built 
and  modernize  food-processing  and  corn 
refining  plants. 

After  the  takeover  scare,  CPC  sold  it 
European  corn-refinmg  business  3.n< 
other  assets  for  a  total  of  nearly  $1  bi 
lion,  using  the  proceeds  to  pay  dowi 
debt  from  the  $837  million  stock  bu>  ^ 
back.  This  reduced  debt  to  a  comfortabl  j 
42%  of  capital,  from  56%  in  1986,  an'  [?■ 
gave  CPC  breathing  room  to  expand  it  [». 
presence  in  consumer  foods.  In  the  pas  rV 
three  years,  CPC  has  spent  $900  millio: 
to  acquire  20  businesses  with  annus 
sales  of  $8.50  million.  On  Apr.  2,  for  e>  f. 
ample,  it  paid  $255  million  to  SmithKlin  r  • 
Beecham  for  three  British  food  lines. 

Most  of  CPC's  acquisitions  are  leadin. 
brands  that  can  easily  be  plugged  int 
its  vast  distribution  channels.  In  lat 
1986,  for  example,  CPC  bought  specialt 
bakers  Arnold  Foods  and  Old  Londo 
and  combined  them  with  Thomas'. 
WORLDLY  BRANDS.  CPC  takes  similar  act.' 
vantage  of  its  distribution  network  ovel 
seas.  After  buying  Napolina  pasta  proc 
ucts  in  Britain  three  years  ago,  fc 
example,  it  quickly  rolled  them  out  i 
several  other  countries.  "They've  got 
tremendous  amount  of  experience  i 
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fisferring  brands  from  one  country  to 
ither,"  says  Mike  Gummeson,  a  group 
leral  manager  with  Campbell  Soup 

"They  are  a  truly  global  company." 
•eign  operations  account  for  57%  of 
nings  and  sales,  the  highest  percent- 
I  of  any  major  U.  S.  food  company, 
'he  acquisitions,  together  with  new 
ducts  and  line  extensions,  have  added 
re  than  200  items  to  CPC's  shopping 
t  in  the  last  three  years.  Despite  its 
h-fat  heritage  in  products  such  as 
n  oil,  mayonnaise,  and  peanut  butter, 

has  been  particularly  agile  in  aiming 
ay  of  its  foods  at  health-conscious 
sumers.  Among  the  success  stories 

"light"  and  no-cholesterol  mayon- 
;e,  sold  under  the  Hellman's  label  in 

Eastern  U.  S.,  and  the  Best  Foods 
ne  in  the  West.  In  a  flat  U.  S.  mayon- 
;e  market,  CPC  has  increased  its  share 
three  points  since  1986,  to  50%',  says 
Vlillin  at  Prudential-Bache.  Another 
ner  has  been  Arnold  Bakery  Light,  a 
h-fiber,  low-calorie  bread, 
'o  help  support  these  new  products, 

has  hiked  its  ad  spending  sharply, 
al  ad  expenses  climbed  by  50%,  to 
5  million,  or  6.1%  of  sales,  in  1989 — 
m  $230  million,  or  5.1%-  of  sales,  in 
6.  "They  are  definitely  more  aggres- 
3,"  says  Richard  A.  Zimmerman, 
irman  and  CEO  of  Hershey  Foods 
p.  To  promote  its  no-cholesterol  Ma- 
i  corn  oil,  CPC  has  sponsored  choles- 
)l-testing  centers  and  has  supported 

U.  S.  Olympic  race-walking  team, 
zola  enjoyed  6%-  volume  growth  last 
r,  double  the  industry  rate. 
SKING  POINT.  CPC  Still  has  its  frustra- 
is,  of  course.  Its  Knorr  brand,  for 
mple,  is  a  $1.1  billion  multinational 
rerhouse,  with  more  than  2,000  vari- 
:s  of  soups,  sauces,  desserts,  and  oth- 
products.  Despite  decades  of  effort, 
'  has  yet  to  turn  Knorr  into  much 
re  than  a  curiosity  in  the  U.  S.,  where 
annual  sales  are  just  $100  million. 
PC  is  now  trying  a  two-pronged  push 

Knorr  in  the  U.  S.  Some  ads  build  on 
arr's  Old  World  image  by  emphasiz- 

family  and  fine  dining.  CPC  has  also 
^eted  Hispanics,  many  of  whom  know 
arr  bouillon  cubes  from  their  native 
ntries.  But  not  everyone  is  convinced 
t  Knorr  has  found  a  winning  U.  S. 
itegy.  "They  have  been  trying  to 
nch  for  several  years,"  says  Romeo  J. 
itres,  chairman  and  chief  executive  of 
•den  Inc.  "It  goes  on  and  on." 
lostly,  though,  CPC  has  been  so  suc- 
sful  as  a  consumer  marketer  that 
le  analysts  want  it  to  get  out  of  corn 
ining  entirely  and  use  the  proceeds  to 
7  a  big  food  company.  But  don't  bet 
rash  changes.  Eiszner's  moves  have 
3d  the  scales  sharply  in  his  favor. 
By  Monica  Roman  in  Englewood  Cliffs, 
I,  ivith  Lois  Thernen  in  Fort  Lauder- 
e,  Fla. 


ADOLFO  BACARDI  (LEFT)  WAS  OUSTED  FOR  OPPOSING  STRATEGY  BACKED  BY  CUTILLAS  (RIGHT) 


YO,  HO,  HO, 

AND  A  BATTLE  FOR  BACARDI 


Bitter  family  feuding  divi(ies  the  rum  empire  against  itself 


In  the  128  years  since  Don  Facundo 
Bacardi  perfected  a  process  of  mak- 
ing clear  rum  from  molasses,  each 
bottle  has  proudly  displayed  the  Bacardi 
logo:  a  black  bat.  Company  lore  has  it 
that  bats  infested  Don  Facundo's  first 
distillery  in  Cuba.  But  for  the  sprawling 
Bacardi  clan,  the  logo  is  also  said  to 
symbolize  endurance,  intelligence,  good 
luck,  and  family  unity. 

So  much  for  symbols.  While  the  enor- 
mously successful  business  of  selling 
rum  once  held  the  250-member  family 
together,  a  four-year-old  dispute  over 
control  of  the  far-flung  empire  has  torn 
the  Bacardis  apart.  Negotiations  have 
failed  to  forge  a  compromise.  Court  bat- 
tles have  raged  in  Washington,  Dela- 
ware, and  the  Bahamas.  Now,  while  dis- 
sident shareholders  push  for  more  say  in 
company  affairs,  other  Bacardis  are  try- 
ing to  buy  them  out. 
WHITE  MISCHIEF.  The  family  turmoil 
comes  at  a  rough  time  in  the  liquor  busi- 
ness. Health  concerns  and  high  excise 
taxes  have  slowed  liquor  sales  to  a  crawl 
in  the  U.  S.,  the  world's  largest  market. 
Mixable  "white"  spirits,  such  as  rum  and 
vodka,  have  fared  better  than  Scotch 
and  bourbon.  But  Bacardi,  which  rode 
baby  boomer  tastes  to  become  the 
world's  No.  1  liquor  brand  by  the  late 


1970s,  has  cooled  considerably.  While  it's 
still  the  world  leader  and  dominates  the 
rum  market,  Bacardi  now  faces  the  slow 
growth  of  a  mature  product. 

The  tangled  Bacardi  empire  is  an  affil- 
iation of  five  semi-autonomous  compa- 
nies, with  operations  in  11  countries, 
that  distill  and  sell  the  product  world- 
wide (table).  Although  each  is  run  sepa- 
rately, they  are  tied  by  strict  licensing 
agreements,  and  all  are  owned  by  the 
family,  which  fled  Cuba  when  Fidel  Cas- 
tro took  over  in  1959.  There  is  no  formal 
body  that  makes  decisions  for  the  entire 
empire.  But  a  group  of  executive  family 
members,  now  led  by  Manuel  Jorge  Cu- 
tillas,  has  effectively  controlled  Bacardi 
decision-making  for  more  than  a  decade. 
The  great-great-grandson  of  Don  Fa- 
cundo and  a  chemical  engineer,  Cutillas, 
58,  is  chairman  of  Bacardi  &  Co.,  the 
Bahamas-based  trademark  owner. 

During  Bacardi's  rapid  growth  in  the 
late  1970s,  when  the  sale  of  rum  gener- 
ated vast  wealth,  the  controlling  group's 
authority  was  hardly  challenged.  But  a 
series  of  controversial  decisions  about 
deploying  that  money  has  sparked  major 
family  discord.  Less  powerful  sharehold- 
ers are  now  clamoring  for  a  formal  voice 
in  the  decision-making  process. 

The  trouble  began  in  the  eai-ly  1980s 
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when  an  ill-fated  audio  electronics  ven- 
ture lost  an  estimated  $10  million.  Then 
in  1985,  the  Cutillas  faction  began  dis- 
cussions to  let  Canadian  distiller  Hiram 
Walker  Inc.  increase  a  12%  stake  in  the 
empire  it  had  bought  from  a  family 
member  in  the  mid-1970s.  Bacardi  would 
get  Walker  stock  and  access  to  a  broad- 
er array  of  products  in  return.  But  many 
family  members  howled  that  they  would 
lose  control  of  their  inheritance,  and  the 
talks  ceased.  In  early  1986,  a  Bacardi 
unit  lost  $50  million  trying  to  play  the 
financial  futures  market. 

Tensions  rose  again  later  that  year 
when  the  Cutillas  faction  began  a  push 
to  take  private  the  only  publicly  traded 
unit  of  the  empire,  Ba- 
cardi Corp.  Their  rea 


vtars.  Bacardi  Corp.  has  appealed  the 
ruling. 

Whatever  the  outcome,  the  family  bat- 
tle has  intensified.  Now  at  issue  is  the 
ver>'  process  by  which  the  clan  governs 
its  empire.  A  group  led  by  ousted  Ba- 
cardi Corp.  Vice-President  Comas  Ba- 
cardi, 45,  is  trying  to  forge  an  agree- 
ment that  would  give  broader  power  to 
nonmanagement  shareholders.  Two  pro- 
visions would  require  a  two-thirds  vote 
to  sell  or  merge  the  various  companies 
and  would  establish  an  audit  committee 
to  review  the  empire's  books.  The  dissi- 
dents also  want  the  companies  to  distrib- 
ute as  a  cash  dividend  $500  million  now 
held  in  certificates  of  deposit.  "Our  ob- 


HOW  THE  BACARDIS  PLY  THE  RUM  TRADE 

The  Bacardi  organization,  with  an  estimated  $430  million  in  sales,  is  made  up  of  almost  a 
dozen  entities  that  revolve  around  five  core  companies.  The  cotnpatiies  pay  fees  to  each  other 
such  as  licensing  and  trademark  fees  paid  by  Bacardi  Corp.  to  Bacardi  International  and 
Bacardi  &  Co.  They  also  pay  dividends  to  the  stormy  250-member  clan 


BACARDI  CORP. 

Bacardi's  biggest  operation  with  estimated 
1989  sales  of  more  than  $250  million.  Distills 
mm  for  the  U.S.  market,  which  consumes 
37%  of  total  Bacardi  production.  Subsidiaries 
include  food  distributors  and  a  Coca-Cola  Co. 
bottler  in  Puerto  Rico 

BACARDI  IMPORTS 

Markets  and  distributes  rum  in  the  U.S. 


BACARDI  &  CO. 

Owns  the  Bacardi  trademark  and  makes  rum 
for  Germany,  Britain,  and  the  Caribbean 
BACARDI  INTERNATIONAL 

Licenses  trademark;  subsidiaries  distill  rum 
for  Spain,  Canada,  Brazil,  and  the  Caribbean 
BAURDI  Y  COMPANIA 

Distills  and  sells  rum  and  brandv  in  Mexico 


son:  Securities  &  E.xchange  Commission 
reporting  requirements  were  a  waste  of 
time  and  money.  A  group  of  family 
members  led  by  former  Bacardi  &  Co. 
President  Daniel  Bacardi,  78,  however, 
claimed  the  plan  was  a  thinly  veiled  at- 
tempt to  withhold  financial  information. 
The  factionalism  worsened  when  Adolfo 
T.  Comas  Bacardi,  a  Bacardi  Corp.  vice- 
president,  and  three  other  e.xecutives 
from  various  Bacardi  companies  were 
ousted  after  they,  too,  voiced  dissent. 

After  spending  more  than  $60  million 
on  a  complicated  strategy  to  take  the 
company  private,  Bacardi  Corp.  has 
stopped  reporting  financials  to  the  SEC. 
The  matter  ended  up  in  court,  however, 
and  an  administrative  judge  has  refused 

'  deregister  th*  company,  ordering  it  to 
report  its  numb  i  ?  for  the  past  three 


jective  is  to  get  back  to  the  bargaining 
table,"  says  Alberto  Bacardi,  51,  another 
executive  ousted  in  1987.  "I  don't  think 
we  can  separate  the  future  of  the  family 
from  the  fate  of  the  company." 

The  Cutillas  faction  has  other  plans:  It 
has  hired  Morgan  Guaranty  Trust  Co.  to 
draw  up  buyout  proposals.  "The  only  so- 
lution is  that  they  sell,"  says  Cutillas.  "I 
don't  know  what  happens  if  you  stay  in 
a  house  in  which  you  don't  want  to  live." 

While  competitors  say  they  see  no  evi- 
dence of  the  family  feud  in  the  market- 
place, that  doesn't  mean  the  dispute 
hasn't  had  its  costs.  BUSINESS  week  esti- 
mates that  the  Bacardi  empire  racks  up 
annual  sales  of  about  $430  million  and 
profits  of  some  $150  million.  But  since 
1986,  more  than  $241  million  has  been 
spent  by  Bacardi  companies  to  buy  back 


shares,  including  those  owned  by  Hiran 
Walker.  A  buyout  of  the  dissidents  coul 
cost  hundreds  of  millions  more. 

Can  Bacardi  afford  it?  Marketing  ef 
forts  pushing  the  brand's  "mixability' 
helped  push  worldwide  sales  to  22  mil 
lion  cases  last  year,  according  to  indus 
.tr\'  newsletter  Impact  International 
That  far  outpaces  Smirnoff  vodka,  th' 
No.  2  brand,  which  weighed  in  with  14.1 
million  cases.  But  while  Bacardi's  world 
wide  sales  growth  of  3.9^f  slightly  out 
paced  the  industry  average,  U.  S.  sale; 
dipped  by  2%.  The  heady  days  of  1970s 
style  double-digit  increases  are  clear! 
over.  Premium  vodkas  such  as  Carilloi 
Importers  Ltd.'s  Absolut  have  takei 
over  the  hot-growth  position. 

As  Bacardi's  gro^Alh  slows,  its  mar 
gins  are  shrinking.  In  the  U.  S.,  Bacard 
Imports  has  responded  by  trjong  to  giv( 
its  flagship  Light  brand  a  more  upscal 
image.  It  boosted  prices  6^^  last  year 
while  increasing  this  year's  ad  budge 
40%,  to  $46  million.  Bacardi  is  also  push 
ing  more  e.xpensive  niche  brands  such  a: 
Gold  Reserve  and  Premium  Black,  whicl 
are  darker  rums.  "We  want  to  get  awa^ 
from  being  a  commodity,"  says  Juai 
Grau,  president  of  Bacardi  Imports  Inc 
in  Miami.  "You  can  try  too  hard  to  sta} 
No.  1  in  volume." 
'NOT  A  BAD  PLACE.'  To  further  broadei 
its  appeal,  Bacardi  is  introducing  the  Ba 
cardi  Breezer,  a  rum-and-fru  it-juice  cock 
tail  with  4%  alcohol.  It  has  exceedec 
sales  projections  in  test  markets.  Ba 
cardi  is  also  trving  to  capitalize  on  it 
distribution  strength  by  linking  viitl 
Guinness  PLC,  which  distributes  rum  h 
Asia  while  Bacardi  moves  Guinnes 
products  into  Spain  and  Germany.  Ba 
cardi  Imports  distributes  Martini  &  Ros 
si  products  in  the  U.  S.,  and  in  late  1988 
Bacardi  y  Compania  bought  a  majo 
Mexican  brandy  company. 

Bacardi,  however,  has  largely  stoo( 
back  from  a  sweeping  industry  consoli 
dation  that  has  created  bigger,  stronge 
competitors.  Guinness  and  Grand  Metro 
politan,  for  instance,  are  able  to  fie: 
their  marketing  muscle  for  numerou 
products  worldwide,  while  Seagram  Cc 
diversified  into  juice  and  sodas  to  blun 
its  dependence  on  liquor  sales. 

"If  you  have  to  be  stuck,  it's  not  a  bac 
place  to  be,"  says  one  competitor  of  Ba 
cardi's  reliance  on  rum.  Some  industr; 
experts,  however,  say  Bacardi  had  th 
resources  to  prevent  getting  stuck  at  all 
Says  industry  consultant  Thomas  Pirkt 
at  BevMark  International:  "One  can' 
fault  their  success.  But  one  can  faul 
that  they  haven't  been  more  successful.' 
As  Bacardi's  warring  factions  glare  a 
one  anothef  across  the  table,  that  migh 
be  worth  pondering. 

By  Gail  DeGeorge  in  Nassau,  Bahama 
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Something 
just  happened 
to  the  worlds 
best-selling 
family 

of  personal 
computers. 


It  just  go 


Six  powerful  new  systems. 
Now  a\ailal>l('  are  six  new  PS/2  >  with 
A#Cf oChonne/ ™  for  those  wanting 
iiKTi'aM'd  >lnrap'.  expansion  slots  and 
3f]()™  power. 

Vie"\e  ex|)an(led  our  PS/2  Motlei 
80  line  to  inrlude  two  new  20  MHz 
models  as  well  as  two  new  cached 
25  Mil/,  machines.  And  two  of  these 
new  PS/2  model>  come  w  ith  our 
lightning-fast  ;520MB  hardfile. 

Our  PS/2  line  has  also  been 
extended  with  the  introduction  of  two 
new  Model  6.5S\^  which  offer  greater 
ex|)an(lal>ilitv  and  lile  capacity  along 
w  ith  an  aftordahle  |)rice  tag  for 
.iJifj.SX™  power 


Portabilitv.  power  and  a 
low  price.  I  he  awaril- w  inning 
P70  w  ith  FMj-ro-^hannel  has  a 
new  ;}8()  l()  Mil  /  model. This 
new  ver-ion  ol  our  lull-lunction 
portable  has  a  .iOMB  hardfile 
and  allow.-.  \<)ii  to  take  vour 
applications  with  vou  wherever 
you  go. 


New  fully  upgradable 
l>aserPrinter  K.  The  quality 
|)rinting  and  superb  paper  han- 
dling of  the  IBM  LaserPrinterare 
now  available  in  the  first  afford- 
able laser  printer  that  s  fully 
upgradable — the  IBM 
l.aserPrinler  E. 

It  can  print  at  up  to  ."j  pages 
|)er  minute  and  can  easily  be 
upgraded  to  10  pages  per  minute. 

hat  s  more,  a  PostScript " 
option  is  nr)w  available  for  both 
the  LaserPrinter  and  the 
LaserPrinter  K  to  make  your 
desktop  publishing  look  its  best. 


Innovative  software  solutic 
for  networking.  (Connectiv  ity  wi 
vour  PS/2  is  better  than  ever  witi 
availability  of  OS/2"  EK  \  1.2  am 
t)S/2  LA.\  Server  \  1.2. 

()S/2  EE  is  now  easier  to  in.- 
and  gives  you  ready  access  to 
()S/2  relational  data  bases  and 
expanded  acce.-s  to  host  comput< 
and  Ethernet"  networks. 

()S/2  E  \\  Server  offers 
increased  price  performance,  ma 
it  one  ol  the  lowest  eost-per-user 
soltware  <-nv  ironments  in  the 
industry. 

\nd  to  make  ii  all  easier  IB 
introduce>  Easel"  1.1  for{)S/2E 
the  revolutionary  development  to 


IBM.  PS/2  ana  OS/2  are  registerea  traOemart<s  and  Micro  Channel  is  a  trademark  ol  International  Business  Machines  Corporation  Easel  is  a  regisiened  trademark  ol  Interactive  images  Inc  Ethernet  is  a  registered  tradert 
XEROX  Corp  PoslScnpt  is  a  registered  trademark  ol  Adotie  Systems  Inc  386  and  386SX  are  trademarks  ol  Intel  fc  .  1990  IBM  Corp 


)etter. 


■  I  IIZJ1.Z3  r— 


New  high- resolution 
'  display.  Excellent  resolu- 
n,  contrast  and  clarity  make 
■new.  affordable  IBM  8515 
'  display  a  pleasure  to  work 
:h. 


Inexpensive  new  compact 
disc  technologies.  Inexpensive 
large-capacity  storage  is  now 
yours  on  any  MiCroChCffViel 
PS/2.  Its  the  new  IBM  CD-ROM 
and  it  allows  you  to  store  the 
equivalent  of  over  400  diskettes 
of  reference  material  and  clip 
art  for  applications  like  desktop 
publishing,  multimedia  and 
more. 


New  320MB  lightning-fast 
hardfile.  Tlie  new  320MB  hardfile 
option,  with  a  lightning-fast  access 
speed  ol  12.5  MS,  comes  standard 
on  two  of  the  new  Model  80s  and 
is  available  as  an  option  on  all 
Model  60s,  65SXs  and  80s. 


Increased  expand- 
ability with  the  new 
Small  Computer  System 
Interface  (SCSI).  An 

industry-standard  SCSI 
adapter  comes  with  the 
new  80  and  65SX  models 
and  is  also  available  as  an 
option  for  all  your  current 
PS/2s  with  MicroChannel. 

Every  SCSI  husmastcr 
adapter  allows  you  to  add 
up  to  seven  peripherals, 
so  adding  an  array  of 
scanners,  optical  disks 
and  new  technologies  like 
multimedia  and  IBMs 
CD-ROM  is  no  problem. 


The  IBM  PS/2  is  the  worlds 
best-seUing  family  of  personal  com- 
puters. And  we  haven't  stopped 
there — in  fact,  we've  just  made  our 
family  even  better. 

Whether  your  business  is  large 
or  small,  your  investment  today  in 
the  PS/2  family  of  hardware  and 
software  applications  can  pay 
dividends  tomorrow.  Because  the 
IBM  PS/2  family  can  easily  expand 
with  your  business  and  change  to 
meet  your  needs. 

To  help  you  protect  your 
investment,  we're  offering  a  wide 
range  of  new  protlucts.  Products 
that  offer  more  expandability  and 
outstanding  price  performance. 
Innovative  products  that  irlcrease 
the  value  of  your  investmej|t  in 
MicroChannel  and  OS/2 .  Versat i le 
products  that  oiler  more  solutions 
than  ever,  espec  ially  lor  power  users 
and  those  looking  to  network. 

But  more  importatit,  we've 
made  these  changes  in  our  family  so 
that  one  thing  could  stay  the  same: 
the  IBM  PS/2  family  of  personal 
computers 
is  one  that 
delivers 
solutions 
today, 
tomorrow 
and 

beyond.  J^'^ 


HowVe  you  going  to  do  it? 
PS/2  it! 


■yVf^i)  Alfa  Romeo  Distributors  ot  North  America 


For  an  attractive  brochure  on  the  history  of  Alfa  Romeo,  classical  shaper  of  automotive  design 
and  maker  of  the  new  Alfa  Romeo  164  high-performance  luxury  sedan,  coming  soon,  call: 

1-800-245-ALFA. 


Alfa  Romeo.  The  legendary  marque  of  high  performance. 


nterprise 


GROWTH  COMPANIES,  ENTREPRENEURS,  AND  SMALL  BUSINESSES 


BIANKET  OF  OIL  AND  WATER 

IR  BURN  VICTIMS  

ioh  Edwards  has  a  flair  for  the  dramatic.  On  sales  calls, 
Fthe  Texas  distributor  for  Trilling  Medical  Technologies 
,,  a  maker  of  burn-care  products,  wraps  one  hand  with  a 
n  dressing  and  then  puts  a  blowtorch  to  it — with  no  ill 
icts.  "I  rarely  walk  away  without  a  sale,"  he  says, 
'he  secret:  Water-Jel,  a  mix  of  plant  oils  and  water  that  can 
listand  heat  of  up  to  2,000F.  It's  used  to  make  fire  blankets 
t  on  hand  at  factories,  oil  rigs,  and  other  industrial  sites. 
ter-Jel  blankets  can  be  used  to  escape  fire  or  to  treat  burn 
ims  at  the  scene.  "There's  nothing  else  like  it,"  says  Dale 
mer,  an  emergency  medical  technician  in  Beacon,  N.  Y. 

0  if  Water-Jel's  so  great,  why  is  Trilling  still  in  the  red? 

1  why  is  its  stock,  at  about  50$  a  share,  such  a  dog?  Uneven 
-keting,  mostly.  But  new  management  took  over  in  May, 
8,  and  the  Carlstadt  (N.  J.)  company  seems  to  be  making 
dway.  Pharmaceuticals  giant  Pfizer  Inc.  recently  licensed 
ling's  burn  dressings  for  sale  to  U.  S.  consumers  (the  com- 
y  is  test-marketing  the  products  now)  and  the  U.S.  Army 


PROOF  FINGERS:  WATER-JEL  WITHSTANDS  HEAT  OF  UP  TO  2,000F 


I  Navy  have  put  Water-Jel  on  some  of  their  supply  lists, 
'hat,  plus  overseas  sales,  helped  cut  losses  in  half,  to 
0,000,  for  fiscal  1989,  which  ended  Aug.  31.  Sales  jumped 
;fold,  to  $2.5  million.  In  fiscal  1990's  first  quarter,  ended 
\i.  30,  1989,  net  income  was  off  by  half,  to  $64,395.  while 
enues  climbed  20.9%,  to  $1,057,419.  What's  next  for  Trill- 
?  President  Peter  Cohen  says  the  company  is  hard  at  work 
a  Water-Jel  cream  that  will  take  the  sting  out  of  sunburn. 

By  Susan  Duffy  in  Carlstadt.  N.J. 


\D  HELMS  WANTS  TO  PUT  A  FAX 
r  EVERY  TRAVELER'S  FINGERTIPS 


'ive  years  ago,  electrical  contractor  Edd  Helms  lost  a  multi- 
million-dollar deal  because  the  hotel  he  was  staying  in 
n't  have  a  fax  machine.  Instead  of  getting  mad,  he  founded 
telecopy.  The  Miami-based  company  has  installed  credit- 
d-operated  faxes  in  more  than  2,000  hotels  worldwide, 
jrowth  has  been  strong:  Sales  increased  from  $346,000  in 
7  to  $4.4  million  in  fiscal  1989,  which  ended  May  31.  Profits 
lied  $409,000  in  fiscal  1989  and  are  up  78.8%  for  the  most 
ent  nine  months,  compared  with  a  year  earlier.  Hotelecopy 
nt  public  at  $7  a  share  in  October,  1989,  but  its  stock 
ently  sold  for  $8.25  a  share. 


HELMS:  FAXES  IN  MORE  THAN  2,000  HOTELS— AND  263  POST  OFFICES 


Installing  fax  machines  isn't  the  only  way  Helms  wants  to 
make  life  easier  for  business  travelers.  Hotelecopy  is  using 
part  of  the  $6.3  million  raised  in  the  initial  public  offering  to 
expand  its  Hoteleticket  unit.  Launched  last  year,  Hoteleticket 
transmits  a  plane  ticket  to  a  printer  in  a  traveler's  hotel 
minutes  after  it's  ordered.  Trouble  is,  it  faces  opposition  from 
travel  agents  afraid  of  losing  commissions. 

Not  to  worry.  Helms's  biggest  coup  could  be  his  linkup  with 
the  U.  S.  Postal  Service.  After  a  successful  test  at  54  locations, 
Hotelecopy's  fax  service  is  being  expanded  to  an  additional  209 
post  offices.  If  the  one-year  pilot  is  successful,  Hotelecopy 
faxes  could  be  rolled  out  in  4,000  post  offices  nationwide. 

By  Irene  Recio  in  Miami 


TRENDS I 


MAYBE  BEING  YOUR  OWN  BOSS 
ISN'T  SO  HOT  AFTER  ALL 


If  you  want  a  huge  salary, 
don't  start  your  own  busi- 
ness. Consultant  Geneva 
Cos.  says  owners  of  private 
companies  with  annual  sales 
below  $100  million  earned  a 
median  of  just  $151,000  in 
1989.  Even  at  the  high  end— 
those  with  sales  of  $20  mil- 


lion to  $100  million — the  me- 
dian was  $331,000,  compared 
with  $508,000  for  heads  of 
big  public  companies. 

Metals  makers  earned  the 
most,  while  owners  of  build- 
ing- and  garden-supply  com- 
panies made  the  least — a  me- 
dian of  $108,000.  B 


Business 

Owner's 
salary 

Salary  as 
percent  of  soles 

PRIMARY  METAl  INDUSTRIES 

$264,000 

4. 1  % 

HEAVY  CONSTRUCTION 

244,000 

2.5 

TRANSPORTATION  SERVICES 

221,000 

2.7 

STONE,  CLAY  &  GLASS 

215,000 

4.3 

FOOD  &  REUTED  PRODUCTS 

202,000 

2.6 

ELECTRIC  EQUIPMENT 

202,000 

5.7 

RUBBER  &  PLASTICS 

200,000 

4.6 

APPAREL,  TEXTILE 

199,000 

5.7 

PERSONAL  SERVICES 

192,000 

6.8 

TEXTILE-MIU  PRODUCTS 

190,000 

2.7 

DATA:  GENEVA  COS. 
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Take  a  walk  on  Capitol  Hill  these  days,  and  you  can't  help 
but  notice  the  strangers.  Mingling  with  the  bustling 
young  Hill  aides  and  gawking  tourists  are  animated 
intellectuals  from  Poland,  Hungary,  and  Czechoslovakia.  For 
months.  Eastern  European  politicians  have  descended  on  Con- 
gress, intent  on  adapting  American  democratic  principles  to 
their  fledgling  governments.  But  if  the  visitors  seem  per- 
plexed at  times,  it's  more  than  just  cultural  differences.  A 
close  look  at  U.  S.  legislative  mechanics  these  days  can 
deflate  the  idealistic  dreams  of  even  the  most  deter 
mined  European  reformer. 

Just  ask  Marian  Lemke,  a  27-year-old  advis- 
er to  Poland's  Solidarity  government.  Since 
January,  he's  been  working  as  a  Capitol  Hill 
intern.  Here  are  some  of  the  scenes  that  Lemke 
and  his  fellow  pilgrims  have  witnessed: 
s*  Just  four  days  after  Nicaraguans  voted  to  throw 
0  it  their  Sandinista  government,  the  Senate  is  working 
lai i-,  locked  in  furious  debate  over  a  resolution  deplor- 
ing Daniel  Ortega's  slowness  to  relinquish  power. 


This  is  the  63rd  such  congressional  effort  since  1980  to  impos 
U.  S.  will  on  tiny  Nicaragua.  It  is  nonbinding  and,  outside  the 
insular  world  of  Washington,  utterly  irrelevant.  As  the  ha 
ranguing  builds  to  fever  pitch,  an  exasperated  Senator  John  C  »i 
Danforth  (R-Mo.)  rises  to  ask  his  battling  colleagues:  "Wh 
can't  we  just  shut  up  for  a  change?" 

That  night,  the  Senate  takes  up  another  nonbind 
ing  resolution,  this  one  calling  for  an  end  to  th  U 
baseball  players'  lockout.  Enraged  by  the  wind; 
speeches.  Senator  Warren  B.  Rudman  (R-N.  H.)  con:|ffs 
plains:  "We're  wasting  everyone's  time,  and  W' 
just  look  like  fools."  The  measure  passes  82-15 
■  Earlier  that  day,  15  jubilant  senators  rus^ 
before  the  TV  cameras  to  announce  a  "historic 
breakthrough  on  clean-air  legislation.  The  bipart 
san  group  doesn't  mention  that  it  has  taken  12  year  tin; 
to  reach  this  agreement,  despite  rising  concern  abou 
acid  rain  and  foul  air. 
■  That  same  week  in  the  House,  Speaker  Thomas  S 
Foley  (D-Wash.)  looks  over  his  schedule  and  r( 
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ILLUSTRATIONS  BY  MICHAEL  WIHE 


COVER  STC  Sbi 


,rks  sardonically:  "We  have  another 
ivy  week."  House  members  authorize 
!  Agriculture  Dept.  to  produce  sterile 
■ewworms  for  sale  overseas,  change 
!  name  of  a  lake  in  Kansas,  approve 

0  new  statues  in  the  Capitol,  and  vote 
;  another  national  education  study, 
;  umpteenth  such  survey  in  recent  years. 

rhe  lessons  are  not  lost  on  Lemke.  "Congress  is  really  a 
ge  bureaucracy,"  he  concludes,  noting  that  Poland's  new 
rliament  took  just  two  weeks  to  enact  14  sweeping  mea- 
res  to  convert  the  country  to  a  market  economy.  "It  would 
impossible  to  transfer  your  political  system  to  Poland." 
rhat  may  be  a  lucky  break  for  the  Poles.  The  U.  S.  Congress 
w  works  about  as  well — and  as  cleanly — as  a  Polish  steel 
II.  It  huffs,  it  puffs,  and  it  belches  fire.  But  Congress 
)duces  very  little  of  tangible  value. 

PLUREBUS  NIL.  This  once  proud  institution  is  paralyzed  by 
licism  and  a  corrupting  quest  for  campaign  dollars.  Partisan 
iping  and  issue-ducking  are  so  pervasive  that  basic  congres- 
nal  functions — such  as  approving  the  budget  and  appropri- 
ng  funds — have  become  too  tough  to  manage.  Legislators 
xeasingly  rely  on  contrivances,  such  as  automatic  spending 
ts,  as  a  substitute  for  judgment.  Yet,  even  with  Congress  on 
topilot,  recurring  budget  crises  cause  the  government  to 
;ter  on  the  verge  of  shutdown  at  least  once  a  year. 
Political  action  committees  (PACs)  representing  powerful  spe- 

1  interests  increasingly  dominate  congressional  elections, 
iving  members  into  a  frenzied  money  chase  that  leaves  little 
le  for  problem-solving.  "I've  become  acclimated  to  every- 
ng  but  fund-raising,"  says  freshman  Representative  Harry 
Johnston  (D-Fla.).  "The  day  you're  elected,  you  start  raising 
)ney  [again].  It's  immoral." 


Since  1976,  the  cost  of  the  average 
House  campaign  has  risen  from  $80,000 
to  $380,000.  A  heated  contest,  such  as 
the  1988  battle  between  Representative 
Robert  J.  Lagomarsino  (R-Calif.)  and 
California  State  Senator  Gary  Hart,  can 
run  almost  $3  million.  The  cost  of  an 
average  Senate  race,  meantime,  has  jumped  from  $600,000  to 
$3.9  million  per  candidate.  A  big-time  duel,  such  as  the  1986 
battle  between  Jesse  Helms  (R-N.  C.)  and  Democrat  James  B. 
Hunt,  can  total  $25  million. 

Dependence  on  interest-group  money  has  other  unpleasant 
side  effects.  It  is  at  the  core  of  congressional  ethics  scandals 
such  as  last  year's  toppling  of  House  Speaker  Jim  Wright  (D.- 
Tex.) and  this  year's  inquiry  into  the  role  five  prominent 
senators  played  in  aiding  controversial  savings  and  loan  opera- 
tor Charles  H.  Keating  Jr.  The  flood  of  money  also  helps 
immobilize  Congress,  since  lawmakers  in  search  of  their  pac 
fix  are  reluctant  to  antagonize  competing  interests.  And  PAC 
contributions  serve  as  an  unnatural  prop  for  incumbents,  deny- 
ing Congress  needed  new  blood.  Some  98%  of  House  members 
now  win  reelection,  many  by  running  content-free  campaigns 
that  further  erode  the  influence  of  the  national  parties.  In 
1988,  PACs  gave  $115  million  to  congressional  incumbents,  only 
$17  million  to  challengers.  "I  question  why  we  even  have 
elections  anymore,"  says  Fred  Wertheimer,  president  of  Com- 
mon Cause,  a  Washington-based  campaign-reform  group. 

So,  apparently,  do  voters.  Since  1960,  participation  in  con- 
gressional elections  has  dropped  from  58%  to  45%-  during  Pres- 
idential election  years.  In  midterm  elections,  the  figure  is  now 
an  abysmal  30%. 

Congress'  ills  can  be  fixed.  (For  BUSINESS  week's  proposals, 
see  page  62.)  But  the  problems  have  become  so  ingrained  that 


The  Money  Chase 

The  ever-rising  cost  of  campaigns  has 
made  the  pursuit  of  contributions  an 
all-consuming  passion  for  many  mem- 
bers of  Congress 


ER  STORY 
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more  and  more  Americans  consider  them 
endemic.  Lasting  solutions  will  not  come 
until  this  dangerous  complacency  is  re- 
placed by  the  will  to  begin  a  top-to-bot- 
tom overhaul  of  the  institution. 
'CRIMINAL  CLASS.'  With  its  rich  history  of 
logrolling,  pettifoggery,  and  corruption. 
Congress  has  never  exactly  been  at  the 
top  of  Americans'  ethical  hit  parade. 
(Mark  Twain  once  called  Congress  home 
to  the  only  "distinctly  native  American 
criminal  class.")  But  more  recently,  its 
ratings  have  plunged.  Surveys  taken  by 
pollster  Louis  Harris  &  Associates  find 
that  the  percentage  of  Americans  ex- 
pressing a  "great  deal"  of  confidence  in 
Congress  has  tumbled  to  15%,  down 
from  28%  in  1984. 

In  their  defense,  lawmakers  assert 
that  Congress  was  designed  to  be  reac- 
tive. Political  scientists  add  that  there's 
plenty  of  blame  to  go  around  for  recent 
failures  to  tackle  the  nation's  problems. 
"Ronald  Reagan  is  Congress'  role  mod- 
el," says  Thomas  E.  Mann  of  the  Brook- 
ings Institution.  "He  demonstrated  you 
could  be  politically  successful  while  cre- 
ating a  fiscal  mess." 

What's  puzzling  to  many  is  that  Capi- 
tol Hill  has  become  steadily  less  respon- 
sive to  national  needs  even  as  legislators 
have  become  more  qualified.  "Congress 
has  a  spectacular  amount  of  individual 
talent,"  laments  former  House  Rules 
Committee  Chairman  Richard  Boiling 
(D-Mo.).  "But  institutionally  it  has  great 
difficulty  performing." 

The  nation  is  paying  a  steep  price  for 
this  legislative  impotence.  For  two  de- 
cades, ticket-splitting  voters  have  been 
inclined  to  give  Democrats  control  of 
Congress  and  Republicans  a  virtual  lock 


Legislative  Cowardice 

Nothing  motivates  members  of  Con- 
gress like  the  fear  of  doing  something 
that  might  be  criticized.  So  all  too  often 
they  do  nothing 


on  the  White  House.  In  an  era  of  divided 
government,  the  Hill  must  play  a  much 
larger  role  to  have  any  impact  on  policy. 
But  Congress  isn't  rising  to  the  task. 

At  some  other  time,  perhaps,  the  cur- 
rent congressional  drift  might  be  accept- 
ed as  merely  another  phase  in  a  long 
historical  cycle  of  activism  and  repose. 
But  facing  such  fundamental  problems 
as  sagging  international  competitive- 
ness, third-rate  schools,  and  inadequate 
health  care  systems,  America  can  ill  af- 
ford the  Hill's  sclerosis. 

As  the  cold  war  recedes,  attention  is 
shifting  to  the  global  struggle  for  eco- 
nomic supremacy.  And  America's  com- 
petitors, notably  West  Germany  and  Ja- 
pan, arrive  at  political  consensus  far 
faster  than  the  fractious,  crisis-driven 
U.  S.  system.  On  the  eve  of  a  new  centu- 
ry, the  U.  S.  is  saddled  with  the  prob- 
lems of  a  superpower — and  the  legisla- 
ture of  a  banana  republic.  Says 
Representative  Lee  H.  Hamilton  (D- 
Ind.):  "We  face  a  crisis  of  democracy." 

If  that  sounds  like  political  hyperbole, 
consider  the  following: 
■  Shaking  down  business.  If  you're  like 
most  citizens,  you  probably  think  law- 
makers mostly  pass  laws  and  such.  Silly 
you.  Some  have  discovered  that  it  can  be 
wildly  lucrative  to  make  a  halfhearted 
legislative  feint  in  the  direction  of  cer- 
tain industries,  then  back  off. 

In  every  Congress  since  1978,  the 


House  and  Senate  Banking  Commi 
have  made  a  fitful  run  at  restructi 
the  financial  industry  by  attemptir 
overhaul  the  1933  Glass-Steagall 
But  reform  is  hopelessly  deadlocke 
cause  of  the  conflicting  interests  o 
banks,  small  banks,  insurance  co 
nies,  and  securities  firms.  Yet 
committees  go  through  the  motions 
after  year — and  then  squeeze  cont 
tions  from  jittery  PACs.  Other  fav 
scams:  the  effort  to  "reform"  pro 
liability  laws,  now  13  years  old,  an( 
perennial  hints  that  tax-writing  cor 
tees  may  limit  the  mortgage-interes 
duction,  which  bring  anguished  sh 
from  real  estate  agents  and  h 
builders.  "It's  all  ginned  up,"  shrugi 
veteran  lobbyist. 

■  Ducking  the  issues.  With  the  ri£ 
negative  campaigning,  many  men 
are  concluding  that  it's  safer  to 
hard  issues  than  to  make  unpo] 
choices.  Increasingly,  they  lob  dif: 
decisions  to  outside  contractors, 
model  was  the  1982  Social  Security 
mission.  Confronting  an  explosive  S 
Security  funding  shortfall,  the  ] 
came  up  with  a  solution  that  gave 
gress  the  political  cover  it  neede 
rajse  payroll  taxes  and  trim  benefit 
More  often  than  not,  however, 
commissions  founder  in  partisan  bi 
ing.  The  1989  National  Economic  ' 
mission  took  15  months  and  $1  millii 
produce  a  report  that  did  not  even 
tain  a  consensus  plan  for  cutting 
deficit.  This  year,  the  Bipartisan  ' 
mission  on  Comprehensive  Health 
devoted  nine  months  and  $1.5  milli( 
propose  a  $66  billion  "solution"  tc 
health  needs  of  the  uninsured  and  i 
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port  was  pronounced  dead  on 
;ause  feuding  panelists  omit- 
ference  to  funding. 
)mmittees  are  busy  shunting 
insibilities  off  on  commissions 
orces,  individual  members  in- 

dodge  problems  by  falling 
josterism.  A  favorite  pastime 

commemorative  resolutions, 
y  everything  from  "National 
ognition  Day"  to  "National 
t  Awareness  Week."  Since 
1  Congress  officially  enshrined 
Day,  such  valen- 
risen  to  about  200 
presentative  Clau- 
ider  (R-R.  I.)  reck- 
lill  staffers  spent 
n  30,000  hours 
1  such  resolutions 

99th  Congress. 

example  of  con- 

spinelessness  oc- 
m  lawmakers  last 
led  a  year-old  law 
3  shield  the  elder- 
he  high  costs  of 
ess.  Catastrophic 
had  strong  bipar- 
ort.  But  when  a 

vocal  group  of 
iniors  rose  in  re- 
he  plan's  progres- 
,  panicky  legisla- 

bother  to  revise 
ram.   They  just 
— denying  cata- 
surance  to  the 
or.  "Five  per- 
3  elderly  swung 

like  a  dead  cat," 
lator  Alan  Simp- 

0.  ). 

,  too  late.  The  Hill 

3  responded  more 
than  to  reasoned 
e  result  is  periodic 
that  lawmakers 
et.  "Congress  ei- 
nothing  or  it  over- 
ays  Kenneth  M. 

1,  former  Chief  of  Staff  in  the 
^hite  House.  Lately,  though, 
seem  to  be  getting  bigger  and 
fix. 

ion's  thrift  industry  has  been 
t  for  a  decade,  pushed  under 
bination  of  uneven  deregula- 
business  practices,  and  inade- 
irvision.  By  1987,  it  was  appar- 
;he  Federal  Savings  &  Loan 
Corp.  would  go  broke  unless 
juick  infusion  of  funds.  But 
lawmakers  were  hooked  on 
ons  from  S&L  owners.  The 
ators  didn't  want  FSLIC  to  get 
oney  to  shut  them  down.  So 
ds  in  Congress  stalled  the  leg- 
r  a  year,  then  made  sure  that 
ppropriated  was  inadequate. 


This  interference  drove  up  the  cost  of 
the  S&L  mess  by  billions.  When  Congress 
and  the  Bush  Administration  finally 
dealt  with  the  problem,  it  required  the 
costliest  bailout  in  American  history.  In 
1989,  the  Hill  struggled  to  enact  a  $50 
billion  rescue  plan  that  will  shutter  30% 
of  the  nation's  thrifts.  But  industry  ex- 
perts estimate  the  actual  cost  of  the 
mess  at  $167  billion  to  $200  billion.  Soon- 
er or  later — probably  later — Congress 
will  have  to  come  up  with  more  money. 

Even  when  Congress  appears  to  be 


The  Search  For  Souhd  Bites 

Serious  discussions  of  complex  issues 
don't  get  you  on  the  evening  news. 
But  a  pithy  quote  might  grab  15  sec- 
onds on  the  networks 

doing  a  good  job,  as  in  exposing  the 
Housing  &  Urban  Development  Dept.  in- 
fluence-peddling scandal,  it's  often  late 
on  the  scene.  The  House  Government 
Operations  housing  subcommittee,  head- 
ed by  Representative  Tom  Lantos  (D- 
Calif.),  uncovered  massive  Reagan-era 
corruption  at  hud.  But  Lantos  is  the 
first  to  admit  that  Congress  should  have 
begun  looking  under  the  rocks  earlier, 
while  the  abuses  were  going  on.  Legisla- 
tors were  too  busy  issuing  attention- 


grabbing  press  releases  that  lambasted 
Reagan's  budget  cuts. 

■  Punting  on  the  budget.  In  1985,  law- 
makers frustrated  by  huge  Reagan-era 
deficits  passed  the  Gramm-Rudman  Act, 
which  mandated  steady  reductions  in  red 
ink  and  a  balanced  budget  by  fiscal  1991. 
But  Congress  has  never  met  those  annu- 
al goals  honestly.  Instead,  it  either  re- 
vises looming  targets  or  decides  that 
certain  spending,  such  as  part  of  last 
year's  S&L  bailout,  won't  count  against 
the  ceiling.  Now  some  members  are  com- 

-— J  1  ing  to  view  Gramm-Rud- 

y-^'-^  -      man's  automatic  spending 

cuts — intended  to  enforce 
discipline — as  a  convenient 
way  to  avoid  making  painful 
choices.  In  the  face  of  all 
this  maneuvering,  the  real 
deficit  remains  enormous. 
Most  independent  budget 
analysts  think  it  will  top 
$160  billion  in  fiscal  1990. 
The  Hill's  annual  obses- 
^  sion  with  sidestepping  defi- 
cit targets  has  crippled  its 
ability  to  conduct  other  busi- 
ness and  contributed  to  con- 
gressional cravenness.  Most 
years,  lawmakers  spend 
much  of  their  time  on  incon- 
clusive budget  debates  and 
then,  at  yearend,  stuff  most 
pending  legislation  into  a 
huge  catchall  spending  bill. 
This  year's  budget  shenani- 
gans aren't  deviating  much 
from  the  script.  Congress 
has  yet  to  begin  serious 
work  on  a  fiscal  1991  tax- 
and-spending  blueprint.  The 
prospect  is  for  another  year 
of  budget  chaos. 

One  senator  who  tired  of 
the  game  was  Budget  Com- 
mittee Chairman  Lawton 
Chiles.  The  Florida  Demo- 
crat, now  60,  retired  in  1988. 
"I  was  like  Chicken  Little, 
warning  people  that  we 
would  have  to  pay  a  terrible  price  for 
the  budget  deficit,"  he  sighs.  "I  finally 
hung  it  up  and  came  home." 

■  Baronial  Congress.  In  1946,  the  last 
time  the  Hill  underwent  major  reorgani- 
zation, 34  House  and  Senate  committees 
were  run  by  powerful  senior  members. 
Today  Congress  has  47  committees,  but 
it  also  has  244  subcommittees,  each  with 
its  own  staff  and  territorial  imperatives. 
In  the  '40s  subcommittees  were  ad  hoc 
bodies  that  had  little  real  power.  These 
days,  the  Hill's  unofficial  slogan  is,  "Ev- 
ery man  a  baron." 

Drug  policy  director  William  J.  Ben- 
nett, to  cite  one  example,  must  answer 
to  90  committees  and  subcommittees. 
When  Bennett  asked  the  House  leader- 
ship recently  to  set  up  an  informal  meet- 
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ing  with  members  who  have  a  stake  in 
drug  issues,  60  lawmakers  showed  up. 
Monster  conference  committees,  once  u 
rarity,  are  now  commonplace.  In  1987, 
the  conference  on  omnibus  trade  legisla- 
tion included  201  House  and  Senate 
members.  Says  former  White  House 
Counsel  Lloyd  N.  Cutler:  "The  House 
can't  come  to  the  conference  table  any- 
more with  fewer  than  lOd  members." 

Naturally,  the  bigger  the  Hill  gets, 
the  more  slowly  it  mo\  es.  A  key  reason 
for  the  failure  to  enact  child-care  legisla- 
tion in  1989,  despite  solid  backing,  was  a 
turf  battle  between  two  powerful  Demo- 
cratic committee  chiefs.  Overlapping  ju- 
risdiction is  a  major  reason  that  mea- 


,ures  involving  health  care,  energy,  and 
the  environment  have  so  much  trouble 
passing.  The  House  Judiciary  Committee 
has  both  a  subcommittee  on  crime  and 
on  criminal  justice.  No  one  seems  to 
know  why.  There  are  select  committees 
on  aging,  hunger,  children,  and  narcot- 
ics— panels  that  have  no  legislative  au- 
thority but  offer  a  tempting  podium  for 
grandstanding. 

Much  of  the  impetus  for  proliferating 
committees  came  from  a  post-Watergate 
rebellion.  Reformers  weakened  the  se- 
niority system,  undercutting  the  leader- 
ship and  entrenched  committee  chairs 
and  diffusing  power  to  younger  mem- 
bers. To  appease  the  Young  Turks,  sub- 


m 


committees  were  doled  out  like  cand; 
"On  the  surface,  spreading  pow€ 
around  looked  like  a  great  idea,"  reflect 
Robert  D.  Loevy,  a  political  scientist  j 
Colorado  College.  "But  nobody  sees  th 
big  picture  anymore.  Nobody  is  able  t 
broker  compromises." 
■  The  imperial  staff.  Congress'  burea 
cratic  empire  is  maintained  by  an  arm 
of  invisible  aides — 31,000  staffers  are  c 
the  congressional  payroll.  Number  ^ 
alone  don't  tell  the  story.  Rather,  it's  tl  j 
power  these  largely  faceless  aides  con 
mand,  and  their  lack  of  accountabilil 
that  is  at  issue. 

As  lawmakers  focus  more  on  raisin 
reelection  money,  their  subordinate 


Business  Week/Harris  Poll 


HOW  INSIDERS  RATE  THE 


Iobody  knows  Congress  as  well  as  its  staff.  So 
when  BUSINESS  Vv-EEK  wanted  to  find  out  who  are 
the  real  power  brokers  on  Capitol  Hill,  and  who  ore 
the  pretenders,  we  asked  pollster  Louis  Harris  &  Asso- 
ciates to  survey  some  of  the  top  Congressional  aides 
for  the  inside  story. 

This  BUSINESS  WEEK/Harris  poll  represents  the  views 

LORDS  OF  THE  HILL 

■  There  ore  many  different  ways  that  a  member  can  be  effective. 
Some  exercise  leadership  by  virtue  of  their  ideas,  others  because  of 
their  persuasiveness,  still  others  because  of  their  skill  at  building  coali- 
tions. Excluding  the  formal  leadership,  who  do  you  think  ore  the  two  or 
three  most  effective  and  influential  members  of  Congress? 

n: 


CAPITOL  HILL  CROWD 


of  304  of  the  most  senior  congressional  staffer 
Democrats   and    127   Republicans — from   bo  | 
House  and  the  Senate.  About  two-thirds  v 
members'  offices;  the  rest  ore  on  committees. 

The  occasional  background  comments  in  ita 
BUSINESS  week's.  They  were  not  included  in  t 
questionnaire. 


Bill  Bradley  (D-N.  J.),  chairman,  Senate  Finance  international  debt 

subcommittee  

All  other  mentions  

Don't  know  

Refused   


UHDERACHIEVERS 

■  Of  those  members  in  a  position  to  have  a  major 
tion,  which  two  or  three  do  you  think  ore  the  most  i 
looking  particularly  for  those  members  who  have  disoppo 
ing  to  live  up  to  their  potential. 


nfluence  on 
ineffective?  fc": 
isoppointed  f 


John  D.  Dingell  (D-Mich.),  chairman,  House  Energy  &  Commerce 

Committee   36% 

His  committee's  sweeping  jurisdiction  and  Dingell's  aggressive — some  claim 

bullying — style  make  him  a  feared  and  respected  figure 

Dan  Rostenkowski  (D-lll.),  chairman.  House  Ways  &  Means 

Committee   28% 

Rosty's  control  of  his  committee  has  slipped  lately,  but  he  remains  a  formidable 
player.  His  closeness  to  President  Bush  gives  some  liberal  members  heartburn 

Lloyd  Bentsen  (D-Tex.),  chairman.  Senate  Finance  Committee  17% 

The  smooth,  shrewd  Bentsen  is  a  favorite  of  business.  As  Vice-Presidential 
nominee,  he  seemed  more  Presidential  than  running  mate  Michael  S.  Dukakis. 
He  may  try  for  the  top  spot  himself  in  1992 

Sam  Nunn  (D-Go.),  chairman.  Senate  Armed  Services  Committee  ...  13% 
Edward  M.  Kennedy  (D-Mass.),  chairman.  Senate  Labor  &  Human 

Resources  Committee  9% 

Jamie  L.  Whitten  (D-Miss.),  chairman.  House  Appropriations 

Committee   7% 

Henry  A.  Wax»nan  (D-Calif.),  chairman.  House  health  and  environment 

subcommittee   7% 

Robert  C.  Byrd  (D-vV.  Va.),  President  Pro  Tempore  of  the  Senate   7% 

Leon  E.  Panetfa  (D-Calif.),  chai  rman.  House  Budget  Committee  6% 

Vic  Fazio  (D-Calif.),  chairman.  House  legislative  appropriations 
sjbcommittee  6% 


\\\ 


Richard  A.  Gephardt  (D-Mo.),  House  Majority  Leader  .... 
Elected  to  his  leadership  post  less  than  a  year  ago,  the  pugnacious  C 
has  thrown  a  lot  of  partisan  punches  at  Bush  lately.  Not  many  have  lar 

Newt  Gingrich  (R-Ga.),  House  Minority  Whip   

A.  brilliant  guerrilla  fighter — he  helped  drive  Speaker  Jim  Wright  froi 
But  archconservative  Gingrich  falls  short  as  a  legislator 

Robert  H.  Michel  (R-lll.),  House  Minority  Leader  

A  folksy  throwback  to  the  old  politics,  Michel  is  beloved  by  many  but  ft 
few.  Young  conservatives  pine  for  more  confrontational  leadership 
Dan  Rostenkowski  (D-lll.),  chairman.  House  Ways  &  Means 

Committee   

Claiborne  Pell  (D-R.l.),  chairman.  Senate  Foreign  Relations 

Committee   

Glenn  M.  Anderson  (D-Colif.),  chairman.  House  Public  Works 

Committee   

All  other  mentions  

Don't  know  

Refused  
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ve  been  ceded  wide  latitude  to  draft 
rislation,  plot  strategy,  handle  lobby- 
s,  and  even  to  decide  how  to  vote, 
'oo  much  is  being  done  by  anonymous 
ople,"  says  former  Senate  Majority 
ader  Howard  H.  Baker  Jr. 
Consider  a  complex  measure  known  in 
ashington-ese  as  "Section  89."  In  the 
me  of  tax  equity,  this  amendment 
mdated  that  employers  give  both  low- 
id  workers  and  better-paid  managerial 
iployees  equivalent  health  benefits.  It 
LS  written  by  a  House  Ways  &  Means 
le  and  put  into  the  1986  tax  reform 
V  without  debate  or  review  by  law- 
ikers.  Only  when  business  discovered 
w  nightmarishly  difficult  it  would  be 
comply  with  the  directive  and  a  huge 
tcry  went  up  was  the  law  repealed. 


Last  year,  the  public  was  outraged 
when  Congress  voted  itself  a  $12  million 
pay  raise.  Yet  no  one  complained  when 
lawmakers  approved  a  $210  million  in- 
crease in  Congress'  $2  billion  administra- 
tive budget.  The  House's  professional 
and  support-staff  costs  went  from  $400 
million  to  $422  million.  Top  salary  for  a 
committee  staff  director  is  now  $90,000, 
although  most  midlevel  aides  earn 
$30,000  to  $60,000. 

Unlike  an  underperforming  corporate 
board.  Congress'  insular  barons  are  in 
no  fear  of  a  Boone  Pickens  or  Carl  Icahn 
shaking  things  up.  For  that,  the  voters — 
the  same  folks  that  the  can't-do  Con- 
gress is  alienating  in  droves — must  de- 
mand accountability  and  restructuring. 
"Congress  needs  to  return  to  its  role  as 


a  policy-making  agency,"  says  Baker. 
"It  must  stop  acting  like  an  aggregation 
of  bureaucrats,  pseudo-Presidents,  and 
pseudo-Secretaries  of  State." 

Privately,  many  lawmakers  share  this 
assessment.  But  after  years  of  congres- 
sional decline,  only  a  howl  of  rage  from 
the  voters  will  make  Congress  sit  up  and 
listen.  Until  then,  Marian  Lemke  and  the 
other  Europeans  eagerly  rushing  to 
study  Congress  will  probably  learn  more 
about  empty  gestures,  budget  gimmick- 
ry, and  political  evasion  than  the  stuff  of 
which  great  democracies  are  made. 

By  Paula  Dwyer  and  Douglas  Harbrecht 
in  Washington 


See  page  62  for  our  proposals  on  how 
to  fix  Congress. 


TAFFERS 

two  or  three  congressional  staff  members  do  you  think  play 
jtest  role  in  shaping  the  course  of  major  legislation?  Your 
can  include  both  committee  and  members'  personal  staff, 
xclude  yourself. 


r  S.  Foley   16% 

le/'ng  married  to  Speaker  Thomas  5.  Foley,  she  serves  as  his  unpaid 
taff.  She  guards  the  door  to  the  Speaker's  office,  speaks  for  him  on 
embers  tread  carefully  around  her 

Kundanis   13% 

y  executive  director  of  the  House  Steering  &  Policy  Committee,  the 
anis  is  Foley's  chief  political  strategist.  His  ability  to  predict  floor  votes 
■jry 

J.  Leonard   9% 

-.ounsel  and  staff  director  of  Ways  &  Means,  the  soft-spoken  Leonard 
\canny  ability  to  translate  Chairman  Rostenkowski's  thoughts  into  the 
nguage  of  tax  legislation 

I  R.  Pitts,  floor  assistant  to  House  Minority  Leader  Robert  H. 

 7% 

Burke,  chief  of  staff  to  Senate  Minority  Leader  Robert  J.  Dole  6% 

S.  Pope,  chief  of  staff  to  Senate  Majority  Leader  George  J. 

 6% 

'  mentions  59% 

low  19% 

 2% 

RIESWITHCIOUT... 

two  or  three  industries  do  you  think  do  the  most  effective  job 
ing  Congress? 


J  re 
tive 
e  . 


18% 

American  Medical  Assn. 

.  .  8% 

16% 

Environmentalists   

7% 

16% 

Labor  unions/AFL-CIO  . 

..  7% 

14% 

Telecommunications  .... 

6% 

14% 

National  Federation  of 

14% 

Independent  Business/ 

14% 

small  business   

6% 

10% 

All  other  mentions  

51% 

10% 

Don't  know  

.  3% 

9% 

Refused   

9% 

...AND  INDUSTRIES  WITHOUT 

■  And  which  two  or  three  industries  do  the  least  effective  job  of  lobby- 
ing Congress? 


Human-service  advocates: 
poor/homeless/children  .. 


9% 

Teachers/NEA   

6% 

7% 

Environmentalists   

6% 

7% 

Health  care   

5% 

Labor  unions/AFL-CIO  . 

. ..  5% 

7% 

Animal  rights   

2% 

7% 

All  other  mentions  

57% 

6% 

Don't  know  

19% 

6% 

Refused  

. ..  1% 

BUSINESS  STARS 

■  In  your  experience,  which  two  or  three  individual  top  business  execu- 
tives are  the  most  effective  in  representing  their  interests  in  Congress? 


Lee  A.  lacocca,  chairman,  Chrysler  Corp  49% 

As  far  as  the  Hill  is  concerned,  lacocca  embodies  American  business.  That's  not 
surprising.  Since  winning  a  federal  bailout  of  Chrysler  in  1980,  he  has  spent 
more  time  on  the  Hill  than  some  members.  His  highly  personal  TV  ads  don 't 
hurt,  either 

T.  Boone  Pickens  Jr.,  chairman.  United  Shareholders  Assn  5% 

Once  decried  on  the  Hill  as  a  job-destroying  corporate  raider,  Pickens  has 
recast  himself  as  a  consumer  advocate.  Pickens  uses  his  United  Sharehold- 
ers Assn.  as  a  platform  to  launch  broadsides  against  entrenched  corporate 
management 

Jack  Volenti,  president.  Motion  Picture  Association  of  America   4% 

Unlike  most  heads  of  trade  associations,  the  movie  industry's  mogul-around- 
town  is  a  hot  ticket  on  the  Washington  social  circuit.  The  dapper  Volenti  has 
enjoyed  celebrity  status  since  the  days  he  served  as  a  top  aide  to  LBJ 

H.  Ross  Perot,  chairman,  Perot  Systems  Inc  4% 

Frank  A.  Lorenzo,  chairman,  Texas  International  Airlines  Inc  3% 

James  A.  Robinson  III,  chairman,  American  Express  Co  3% 

John  S.  Reed,  chairman,  Citicorp   3% 

Richard  Lesher,  president,  U.S.  Chamber  of  Commerce   2% 

Roger  Smith,  chairman.  General  Motors  Corp  2% 

Lane  Kirkland,  president,  AFL-CIO   2% 

Stanley  C.  Pace,  chairman,  General  Dynamics  Corp  2% 

Norman  R.  Augustine,  chairman,  Martin  Marietta  Corp  2% 

All  other  mentions  38% 

Don't  know  21% 

Refused  2% 
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Some  companies  have  finally 

introduced  their  first  laser  printer. 

The  breakthrough  HP             Resolution  Enhancement  tech- 
LaserJet  III  printer  is  here.     nology.  The  result  is  clearer 
And  with  it  comes  print  quality    resolution.  Smoother  edges.  And 
like  you've  never  seen  before.       curves  that  really  curve. 
With  it  come  documents  that              .  . 

sparkle                                             breakthrough  m  resolu- 
tion isn't  the  only  news.  With  the 
Now  everything  you  print  can       LaserJet  III  printer,  you  get  more 
be  more  professional.  More  per-    fonts.  In  more  sizes.  And  you 
suasive.  The  improvements  are     get  it  all  for  a  list  price  of  just 
made  possible  by  HP's  exclusive    $2,395.*  Considerably  less  than 

Hewlett-Packard  introduces  the 
third  generation  LaserJet 


the  LaserJet  Series  II  it  replaces. 


Of  course,  you'll  still  have  the 
eight  pages  per  minute  speed. 


And  complete  compatibility 
with  all  popular  PCs  and  soft- 
ware. Including  WordPerfect  5.1 
and  WordStar*  6.0. 

The  HP  LaserJet  III  is  the  latest 
addition  to  HP's  family  of  laser 
printers.  Including  the  afford- 
able, personal  HP  LaserJet  IIP 
printer  For  more  information 
on  the  HP  LaserJet  printer  line 


and  the  name  of  your  nearest 
authorized  HP  dealer,  call 
1-800-752-0900,  Ext.  1006. 

Now  you  can  get  a  better  look 
for  an  even  better  price. 

There  is  a  better  way. 

Whpl  HEWLETT 
milLM  PACKARD 


•Suggested  U.S.  list  price.  WordStar  is  a  U.S.  registered  trademark  of  WordStar  International  Incorporated.  ©  1990  Hewlett-Packard  Company  PE12002 


HOW  TO  GET  THE  HILL 
HUMMING  AGAIN 


If  U.S.  lawmakers  want  to  be  serious  about  reform,  this  agenda  might  be  a  good  place  to  start 


Can  Congress  remake  itself?  Can 
it  modernize  its  creaky  proce- 
dures and  end  its  intoxication 
with  special-interest  money?  The  ex- 
perts say  it  can. 

In  reporting  on  the  breakdown  on 
Capitol  Hill,  BUSINESS  WEEK  inter- 
viewed more  than  150  current  and  for- 
mer government  officials,  lobbyists, 
and  political  scientists.  From  those 
discussions  emerged  a  reform  agenda 
that  could  attack  some  of  the  Hill's 
biggest  problems.  If  lawmakers  ever  get 
serious  about  fixing  what  ails  Con- 
gress, they  could  start  here: 

SHRINK... 

THE  EMPIRE 

The  Hill  could  get  by  with  fewer  full 
committees  and  half  of  its  existing  sub- 
committees. For  instance,  the  House 
Education  &  Labor  Committee  has  three 
education  subcommittees  and  five  on 
employment  issues.  In  the  Senate,  47  of 
55  Democrats  head  committees  or  sub- 
committees. Each  House  member  now 
gets  18  full-time  staff  aides.  Senators  up 
to  40.  That,  too,  should  be  halved. 

If  downsizing  reduces  the  ability  of 
Congress  to  hold  hearings  and  engage  in 
other  forms  of  theatrics,  that's  fine. 
Members  could  use  the  freed-up  time  for 
problem-solving.  Congressional  leaders 
might  issue  a  formal  list  of  legislative 
priorities  at  the  beginning  of  each  ses- 
sion— and  try  to  stick  to  it. 

FIX... 

THE  BUDGET  PROCESS 

The  ineffectual  Budget  Committees 
should  be  replaced  with  panels  made  up 
of  the  leadership  and  the  chairmen  of 
key  committees.  This  arrangement  gives 
Hill  leaders  a  direct  stake  in  implement- 
ing any  budget  blueprint.  True,  it  gives 
the  leadership  enormous  power — but 
with  it  comes  enormous  responsibility. 

Next,  Congrr'ss  should  replace  its  an- 
nual budget  d -'liberations  with  a  two- 
year  plan  that  operates  on  a  strict  pay- 
as-you-go  methiid.  The  longer  cycle 
would  free  meml-ers  from  endless  tax 
and  spending  harangues.  Last  year,  70% 
of  Senate  floor  votes  involved  the  bud- 
get. "I  can't  env]sion  anything  that 
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uld  do  more  to  improve  the  lives  of 
mbers,"  declares  New  Mexico  Sena- 
Pete  V.  Domenici,  ranking  Republi- 
1  on  the  Senate  Budget  Committee, 
e  pay-as-you-go  idea  would  require 
it  any  new  spending  program  be 
red  with  a  revenue  source  or  an  off- 
ting  spending  cut.  And  all  federal  re- 
pts  and  expenditures  should  appear  in 
I  budget,  ending  the  game  of  not 
mting  any  spending  that  Congress 
nts  to  hide. 

<^nally,  Congress  should  no  longer  be 
)wed  to  cram  a  year's  worth  of  legis- 
ion  into  a  single  catchall  measure— 
i  present  it  to  the  President  as  a  take- 
r-leave-it  package.  Lawmakers  should 
forced  to  enact  regular  appropria- 
fis  bills  each  year.  That  would  make 
itinuing  resolutions,  stopgap  mea- 
ses that  give  the  government  tempo- 
y  spending  authority,  unnecessary. 
1  leaders  could  guarantee  action  on 
)ropriations  by  requiring  Congress  to 
y  in  session  until  all  13  money  bills 
I  passed.  "The  hammer  is  there,"  says 
presentative  Peter  A.  DeFazio  (D- 
s.).  "The  leade-ship  has  just  been  re- 
tant  to  use  it." 


IINK. 

?AMM-RUDMAN 

ngress  has  found  enough  ways  to 
ide  the  Gramm-Rudman  Act's  deficit 
gets  to  make  the  law  meaningless, 
len  lawmakers  want  to  spend  money 
it  would  exceed  the  deficit  ceilings, 
ly  simply  vote  to  exclude  the  outlays 
m  the  Gramm-Rudman  calculation, 
part  of  any  drive  to  restructure  bud- 
:  procedures,  the  statute  should  be 
»ealed.  Says  Thomas  E.  Mann,  a 
cokings  Institution  political  scientist: 
tie  charade  of  Gramm-Rudman  has  to 
1.  It  has  only  served  to  introduce  de- 
t  into  budget  policy." 


URB... 

\C  DONATIONS 

litical  action  committees  can  now  give 
;h  candidate  up  to  $5,000  per  election, 
;h  no  limit  on  the  total  PAC  money  a 
ididate  can  accept.  To  reduce  the  in- 
ence  of  special  interests,  Congress 
)uld  limit  total  PAC  contributions  to 
y  House  candidate  to  $100,000.  Senate 
;es  could  be  subject  to  higher  limits 
3ed  on  state  population. 
'ACS  should  also  be  prohibited  from 
itributing  after  the  election  to  help 
nners  retire  debts.  Most  such  contri- 
tions come  from  groups  that  bet  on 
;  wrong  candidate  and  are  trying  to 
rry  favor  with  the  winner.  Leadership 
Cs  also  should  be  banned.  These  com- 
ttees  are  created  by  Hill  power-bro- 
rs  solely  to  shower  money  on  other 
imbers  to  win  political  lOUs. 


REFORM... 

CAMPAIGN  SPENDING 

It's  time  for  Congress  to  impose  some 
rational  limits  on  spending  as  well.  Rein- 
ing in  the  cost  of  campaigns  will  not  be 
easy.  The  U.  S.  Supreme  Court  has  said 
that  campaign  expenditures  are  a  form 
of  free  speech  and  ruled  that  any  limita- 
tions must  be  voluntary.  In  Presidential 
elections,  candidates  who  accept  public 
funding  must  agree  to  live  within  spend- 
ing limits,  but  no  such  restrictions  have 
been  imposed  on  House  and  Senate 
races. 

Efforts  to  clean  up  campaign  finance 
laws  have  run  into  a  partisan  stalemate. 
Democrats  want  a  system  based  on 
Presidential  elections — public  funding  in 
exchange  for  spending  caps.  But  Repub- 
licans have  mastered  the  art  of  raising 
vast  sums  of  money  from  millions  of 
small  donors.  The  GOP  believes  its  best 
hope  for  winning  control  of  Congress 
lies  in  using  this  fund-raising  advantage 
against  Democrats,  who  rely  more  heavi- 
ly on  PACs.  So  Republicans  want  to  rein 
in  political  action  committees,  while  leav- 
ing total  spending  unchecked. 

Any  proposal  that  tilts  toward  one 
party  is  doomed.  The  solution  lies  in 
blending  the  two  approaches,  and  there 
are  some  promising  ways  that  could  be 
done.  For  example,  a  bipartisan  Senate 
task  force  is  weighing  a  recommenda- 
tion for  "flexible"  spending  limits  based 
on  each  state's  voting-age  population. 
It's  worth  trying. 

Of  course,  such  cash-rich  incumbents 
as  Senator  Phil  Gramm  (R-Tex.),  who 
has  already  raised  $10  million  for  his 
1990  race,  could  ignore  the  cap.  But  big 
spenders  could  be  made  to  pay  a  price. 
Any  candidate  who  doesn't  accept  spend- 
ing caps  would  risk  criticism  for  being  in 
thrall  to  the  fat  cats.  The  law  could  also 
give  advantages  to  challengers  who  live 
within  the  caps.  As  a  condition  of  license 
renewal,  broadcasters  could  be  required 
to  give  challengers  facing  free-spending 
opponents  reduced  advertising  rates. 
And  the  Postal  Service  could  give  a  simi- 
lar break  on  postage. 


END... 

GUARANTEED  INCUMBENCY 

Young  conservatives,  led  by  House  Mi- 
nority Whip  Newt  Gingrich  (R-Ga.), 
want  to  limit  members  to  three  consecu- 
tive terms.  But  that  would  deny  voters 
the  right  to  reelect  talented  lawmakers. 

The  problem  of  unhealthy  incumbency 
rates  could  be  addressed  more  intelli- 
gently by  making  it  easier  for  challeng- 
ers to  raise  money.  Norman  J.  Ornstein 
of  the  American  Enterprise  Institute 
suggests  that  "serious"  challengers — 
those  who  have  raised  at  least  $25,000 — 
be  given  federal  matching  grants.  Orn- 


stein also  favors  lifting  the  $2,000-per- 
election-cycle  limit  on  individual  giving 
to  candidates — but  only  for  donations 
that  go  to  challengers.  Larry  J.  Sabato, 
a  political  scientist  at  the  University  of 
Virginia,  has  a  similar  idea.  He  would 
create  an  incentive  pool  of  cash  for  chal- 
lengers and  pay  for  it  by  permitting  tax- 
payers to  earmark  $1  or  $2  of  their  tax 
refunds. 

What  about  incumbents?  Congress 
should  give  up  subsidized  postal  rates 
for  all  mass  mailings  during  an  election 
year.  And  members  ought  to  be  required 
to  zero-out  their  campaign  treasuries  af- 
ter each  election.  As  things  now  stand, 
six  House  members  have  amassed  cam- 
paign surpluses  in  excess  of  $1  million, 
and  several  others  are  close  behind. 
Huge  postelection  war  chests  intimidate 
potential  challengers.  Any  surplus 
should  be  returned  to  contributors. 


STRENGTHEN... 

PARTIES 

Strong  national  parties  can  inject  pas- 
sion, ideas,  and  discipline  into  our  poli- 
tics. But  in  the  television  age,  political 
organizations  are  withering. 

The  parties  need  to  play  a  larger  role 
in  congressional  campaigns.  Although 
no  one  advocates  a  return  to  machine 
politics,  more  muscular  national  parties 
could  discipline  wayward  members  and 
demand  some  loyalty  to  their  platforms. 

Rather  than  being  curbed,  as  some 
reformers  advocate,  party-run  registra- 
tion and  get-out-the-vote  drives  should 
be  encouraged.  But  because  there  is  no 
ceiling  on  contributions  to  these  so-called 
"party  building"  efforts,  all  gifts  and 
spending  should  be  disclosed.  Parties 
would  gain  clout  if  they  were  given  the 
job  of  dispensing  discounted  airtime  and 
reduced  postal  rates  to  candidates  who 
accept  spending  caps.  Stronger  parties 
also  could  protect  candidates  from  the 
pet  agendas  of  special  interests.  Says 
David  W.  Brady,  a  Stanford  University 
political  scientist:  "There  has  to  be  a 
way  for  the  parties  to  say,  'Hey,  do  this 
and  we'll  look  out  for  you.'  " 

Incumbents  will  wince  at  many  of 
these  changes,  but  they  are  essential  if 
Congress  is  to  become  the  great  delib- 
erative body  it  was  intended  to  be.  This 
was,  after  all,  the  institution  tliat  estab- 
lished the  system  of  national  credit  in 
the  1790s,  tamed  rapacioi.is  trusts  at  the 
turn  of  the  century,  barni  fi  child  labor, 
and  passed  the  landn-'.-rl:  Civil  Rights 
Act  in  1964.  These  .  ;  compromises 
showed  Congress  ai  '  hest.  To  regain 
that  past  glory,  la  :rs  will  have  to 
take  a  cue  from  (  .  rate  America  and 
begin  restructur  . 

By  Dov        i-nrbrecht  and  Paula 
Divyer  in  Wash 
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Hurricane  Hugo  had  left  the 
island  a  shambles.  Debris  every- 
where. Government  forces  trying 
to  restore  order  No  electric  or 
phone  service. 

And  thousands  of  Continental 
policyholders,  including  many 
tourist-oriented  businesses,  reeling 
from  severe  property  damage. 

Into  that  turmoil  flew  Glynne 
Kelly  our  executive  general 
adjuster  in  Dallas,  with  his  pickup 
team  ot  adjusters  from  all  over  the 
U.S.  Aided  by  our  local  indepen- 
dent agent,  they  worked  14-hour 
days,  seven  days  a  week,  under 
very  tough  conditions... and 
settled  1,667  claims  worth  over 
$84  million  in  just  the  first  five 
months.Their  extraordinary  efforts 
have  helped  thousands  of  busi- 
nesses and  residents  get  back  on 
their  feet. 

Continental 
has  a  lot  of  dedi- 
cated people 
like  Glynne— 
they've  helped 
make  us  a  lead- 
ing property/ 
casualty  insurer 
They  are  a  major  reason  why 
we're  a  strong,  solid  company... 
why  for  over  135  years,  we've 
met  our  obligations.To  our  custom- 
ers, employees,  distributors 
and  shareholders. 


WE  SENT  GLYNNE  KELLY  TO  ST.  CROIX  LAST  FALL 

SO  THINGS  WOULD  BE  READY  FOR  YOU  THIS  WINTER. 


Ir  Insi 


^■Fr  Continental 
insurance. 


There  when  it  counts. 


MONEY  MANAGERS  I 


MAGELLAN'S  NEW  MAN 
JUST  WANTS  TO  GET  GOING 


Following  superstar  Peter  Lynch,  Morris  Smith  favors  a  low  profile 


orris  J.  Smith  is  a  man  of  mod- 
est tastes.  The  Boston-based 
1  money  manager  didn't  own  a 
color  TV  until  recently,  even  while  ana- 
lyzing entertainment  stocks,  and  he  trad- 
ed in  his  1976  Chevy  Nova  for  a  station 
wagon  only  after  the  Nova  collapsed. 
"He  went  out  of  his 
way  to  maintain  a 
low  profile,"  says 
Don  Phillips,  editor  of 
the  Mutual  Fund 
Values  newsletter. 

So  much  for  that. 
On  May  31,  Smith 
steps  into  one  of  the 
most  visible — and  im- 
posing— ^jobs  in  all  of 
finance.  Only  32 
years  old,  he's  taking 
control  of  Fidelity  In- 
vestments' colossal 
Fidelity  Magellan 
Fund.  Worth  roughly 
$13  billion,  the  fund 
represents  more  than 
a  third  of  the  compa- 
ny's $37.4  billion  in 
equity  holdings  and 
has  more  than  1  mil- 
lion shareholders.  Until  now,  it  has  also 
had  superstar  money  manager  Peter 
Lynch,  who  is  retiring  at  age  46  to  spend 
more  time  with  his  family.  During  his 
13-year  tenure,  Lynch  steered  the  fund 
to  a  total  return  of  2,461%,  vs.  508%  for 
the  Standard  &  Poor's  500-stock  index. 
CABLE  GAMBLE.  Smith  knows  he  has 
enormous  shoes  to  fill  but  professes  no 
worries.  He  notes  that  he'll 
have  the  same  support  afford- 
ed Lynch,  including  three  ana- 
lysts who  work  only  on  the 
fund.  Mainly,  Smith  would 
like  to  step  out  of  the  media 
glare  and  go  to  work.  There  is 
more  than  a  hint  of  frustra- 
tion in  his  voice  when  he  says: 
"I  just  want  to  get  back  to 
doing  my  job." 

Smith  has  been  one  of  Fi- 
delity's whiz  kids  since  joining 
the  company  in  1982,  straight 
■\it  of  the  University  of  Penn- 
vh  ania's  Wharton  School.  As 


manager  of  Fidelity's  Select  Leisure  & 
Entertainment  fund,  he  invested  heavily 
in  cable  and  broadcast  stocks,  which 
helped  generate  a  gross  return  of 
43.7%^ — nearly  twice  the  market  return. 
He  often  pounded  on  Lynch's  table,  urg- 
ing him  to  buy  cable  stocks.  Lynch  did 
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not — and  wishes  he  had.  Smith's  next 
stop  was  the  much  bigger  OTC  Fund, 
which  he  took  over  in  mid-1986.  He  has 
had  a  slightly  tougher  time  there:  While 
it  has  returned  about  41%,  vs.  an  aver- 
age 16%  for  small-company  funds 
tracked  by  Lipper  Analytical  Services 
(chart),  the  OTC  Fund  has  trailed  broader 
market  averages  such  as  the  S&P  500. 


AN  IMPRESSIVE  TRACK  RECORD 
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But  then,  so  have  most  OTC  fund; 

Smith  and  Lynch  are  not  exactly  bird 
of  a  feather.  Lynch  relied  as  much  o 
intuition  as  market  savvy  to  find  "5-  an 
10-baggers" — stocks  that  multiply  5 
10  times.  Smith's  analyses  are  rooted  i 
the  numbers;  he  scours  balance  sheet 
for  undervalued  assets.  While  Lynch  is 
smooth  and  witty  talker,  Smith  seem 
uncomfortable  speaking  about  anythin 
but  companies.  Different  as  they  are, 
thought  of  Morris  immediately"  whe 
Lynch  resigned,  says  Fidelity  Managi 
ment  &  Research  President  J.  Gar 
Burkhead.  "He  has  a  consistent  abilit 
to  get  to  the  heart  of  the  issue." 
PASSION.  Smith  is  known  for  pepperin 
managers  with  questions.  "He's  like 
little  tiger,"  says  W.  Wallace  McDowel 
former  chairman 
Prospect  Group,  a 
veraged-buyout  hol( 
ing  company.  Add 
Morris  M.  Cyke 
chairman  of  Healthc 
International  Inc., 
OTC  Fund  stocl 
"He'd  be  on  th 
phone  to  me  ever 
week  if  I  had  th 
time." 

His  rise  comes  ; 
no  surprise  to  tho; 
who  have  known  hii 
for  long.  Growing  u 
in  Brooklyn,  he 
dulged  his  passion  fc 
numbers  by  memori 
ing  baseball  trivi 
and  reading  stock  t' 
bles.  "I  remembe 
one  time  he  bothere 
me  terribly  to  invest  in  Goodyear," 
calls  his  father,  former  fashion  design( 
Benjamin  Smith.  "My  broker  told  me 
was  a  gamble.  But  I  made  a  few  dollai 
with  that,  let  me  tell  you."  Never  one  1 
take  time  off  for  fun,  Smith  worked 
two  small  accounting  firms  while  ge 
ting  his  BA  in  accounting  from  Queer 
College.  After  a  stint  at  Ernst  &  Whii 
ney,  he  got  his  Wharton  MB 
Like  Lynch,  Smith  gets  1 
the  office  as  early  as  7  a.rr 
bran  muffin  in  hand.  He  tri( 
to  leave  in  time  to  have  dinnt 
with  his  wife,  Devorah,  ar 
their  three  children.  After  di: 
ner,  he  often  works  for  a  co' 
pie  of  hours  more.  Despite  h 
success.  Smith  has  remaint 
virtually  unknown  amon 
money  managers.  That's  tl 
way  he  has  always  preferrc 
it.  But  now,  whether  he 
ready  or  not,  it's  showtime. 
By  Laura  Jereski  in  Bostc 
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It's  not  surprising  that  one  out  of  four  cleared,  pushing  untold  numbers  of  species 

pharmaceuticals  comes  from  tropical  toward  extinction. 
forests.Orthatan  estimated  1,400  tropical      The  future  of  medicine  and  agriculture, 

plants,  like  the  rosy  periwinkle,  have  the  existence  of  thousands  of  wildlife 

promising  anti-cancer  properties.  After  species,  and  the  survival  of  hundreds  of 

all,  as  home  to  half  of  the  worlds  plant  and  millions  of  people  in  developing  countries 

animal  species,  these  forests  are  a  vast  depend  on  what  we  do  now  to  keep  the 

biochemical  warehouse.  tropical  forests  alive. 

What  is  surpnsing  is  that  the  human       The  means  of  solving  this  problem  are 

race  is  destroying  this  living  resource  at  an  within  our  reach.  Write  in  order  to  find  out 

alarming  pace.  how  you  can  help  keep  the  tropical  forests 

Each  day  74,000  forested  acres  are  alive,  before  the  reasons  disappear 


KeepTropicol  ForestsAlive. 


Tropical  Forest  Project  World  Resources  Institute.  1 735  New  York  Avenue.  N  W.  Washington,  D  C.  20006/ Prepared  by  Richardson,  Myers  &  Donofrip  Inc 

66A-CA 


HE  COMES  hROM 
A  BROKEN 
HOME. 


Ever\-  day  140,000  acres  of  tropical  forest 
are  axed,  burned,  or  clear  cut.  The  result: 
this  margay  —  and  thousands  of  other 
species  that  call  these  forests  home  —  are 
teetering  on  the  brink  of  extinction. 

Tropical  forests  help  regulate  the 
Earth's  climate.  And  they  shelter  -/3  of  all 
Earth's  species  —  unique  life  forms  that 
give  us  priceless  medical,  industrial,  and 
agricultural  benefits. 


The  Nature  Conserx'ancy  works 
creatively  with  partners  throughout  Latin 
America  to  safeguard  tropical  habitats. 
But  we  need  your  help,  so  join  us.  Write 
The  Nature  Conserv^ancy,  Latin  America 
Program,  Box  CD0031,  1815  N.  Lvnn 
Street,  Arlmgton,  VA  22209.  Or  call 
1-800-628-6860. 

It's  a  question  of  proper  housekeeping 
in  the  only  home  we've  got. 


Qonservancy 


Conservation  Through  Private  Action 
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What  auto  engines 
and  beer  have  in  common 
maybe  of  uncommon 
interest  to  you. 


R -^EIrt  do  beer  and  auto  engines  have 
— ^  ^;;i^l«PRhmon?  Both  are  among  Mexico's 
*^BTay  of  expofcts^Siirprised?  You're 
not  alone.  -- 
^  X    Mexico  offers  ni^ai^rprising 
-       -^business  opf)prtunities  which  the  right 
^       1|||bfllTking  partner  c^  turn  into  profits.  ^ 
^0  maximize  the%^  opportunities, 
"^Sj^         companies  needs  bank  skilled  in  trade 
'4%-  finance.  And  with  the  experience  and 
^     contacts  essential  when  advising  on 
.        foreign  investment,  mergers  and 

acquisitions,  joint  ventures,  as  well  as 
when  setting  up  maquiladoras. 

For  all  this  help,  your  company 
needs  Banca  Serfin,  Mexico's  oldest 
bank.  Our  expertise  in  areas  as  diverse 
/'         as  swaps  and  privatization  is  coupled 
with  our  country- wide  network  of  more 
than  625  branches  throughout  Mexico. 
Today  we're  also  its  unquestioned 
leader  in  trade  finance.  And  the  logical 
choice  as  your  partner  in  Mexico. 

To  learn  more  about  what  you  and 
Mexico  may  have  in  common,  call 
Ron  Kem  in  New  York  at  (212)  635- 
2300,  or  Arturo  Chaltelt  in  Los  Angeles 
at  (213)  624-6610. 

HiBFINCR  SERFIN 

SERFIN  F     MEXICO,  D.F    NEW  YORK    LOS  ANGELES 
LONDON    TOKYO    NASSAU  TORONTO 

-  .    .    Celebrating  over  125  Years  of  Innovative  Banking 


Never  give  an 

addict  a 
second  chance. 

Confront  someone  in  your 
company  who's  using  dnigs. 
This  is  what  youVe  likely  lo 
hear:  "111  never  use  drjgs  again, 
promise." 

But  drugs  lie. 
The  people  don  t  lie.  The 
drugs  do. 

Drugs  own  the  person 
who  uses  them.  That's  the 
danger  of  addiction. 
The  addict  |)romises,  and  the 
dings  break  the  promise. 

You  have  to  say,  "Get  well 
or  get  out."  You  can't  afiford 
to  give  an  addict  a  second 
chance.  The  addict  can  afford 
it  even  less. 

An  addict's  only  chance 
is  treatment.  If  you  don't  have 
a  treatment  progiam  in  your 
company,  please  call 
-8(X)-843-4971.  That's  the 
National  Institute  on  Drug 
Abuse  hot  line  for  managers 
and  CEOs.  It's  manned  by 
trained  employee  Assistance 
Program  Planners  and 
designers,  from  Monday 
through  Friday,  9:(XJ  a.m.  to 
8:0(1  j).m.  Eastern  Time. 
Thev  won't  tell  you  what  to 
do,  but  they  can  outline  the 
options.  Call  now;  please  don't 
pass  up  this  chance. 


Partnership  for  a  Drug-Free  America 
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MQ  Card. 
Or  take  your 
chances. 


All  across  America,  business  is  calling  on 
MCI.  You  should,  too. 

Unlike  the  AT&T  Card,  with  the  MCI  Card ' 
there's  never  a  chance  of  hidden  charges,  whether 
you  dial  direct  or  use  an  operator.  And  you  never 
have  to  read  payphone  labels,  listen  for  special 
recordings,  or  dial  differently  from  different 
phones. 

What's  more,  you  can  use  your  MCI  Card 
from  any  phone  in  the  U.S.  to  virtually  any  phone 
in  the  world.  And  when  you're  traveling,  you  can 
use  your  MCI  Card  with  MCI  CALL  USA  "  from 
a  growing  number  of  countries  all  over  the  world 
to  get  back  home.  YouH  always  get  an  English- 
speaking  operator,  and  save  money,  too. 

Of  course,  using  the  MCI  Card  assures  you 
of  unsurpassed  call  quality  As  well  as  savings 
over  AT&T's  standard  rates  month  after  month. 

So  if  you're  not  calling  with  the  MCI  Card, 
call  us  at  1-800-888-0800. 


MCI 

Let  us  show  you." 


MCI  Communi 


Corporatic 


.  1990 


MCI 
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A.R.  SKITH 


MUTUAL  FUNDS  I 


IT'S  NOT  ALL  SAD  AND  DREARY 
FOR  M'iirUAL  FUNDS 


fi- 
ll; 


If  small-capitalization  stocks  are  staging  a  rally,  can  spring  be  far  behind?  | 

are  convinced  that  high-tech  stocks  ar(| 


For  mutual  funds,  1990  is  starting 
with  a  resounding  clunk.  Equity 
fund.s  suffered  their  worst  declines 
since  the  fourth  quarter  of  1987,  largely 
as  a  result  of  the  stock  market's  dreary 
performance  in  January.  They  fell  an 
average  of  2.8%'  in  the  first  quarter, 
with  portfolio  cash  positions  performing 
only  slightly  better  than  the  Standard 
&  Poor's  500-stock  index,  which  was 
down  3%. 

But  beating  the  market  is  small  so- 
lace when  the  market  is  getting  beat- 
en. The  only  sector  that  did  not  incur 
losses  was  the  technology  group, 
which  gained  a  respectable  3.7%.  At 
the  very  bottom  of  the  heap  were 
funds  that  invested  in  the  plummeting 
Japanese  stock  market.  They  lost  as 
much  as  a  fifth  of  their  value  during 
the  quarter.  Likewise,  precious  metals 
and  international  funds  were  ham- 
mered by  the  sharp  gain  in  the  dollar. 
One  bright  spot  was  that  small-compa- 
ny mutual  funds  proved  strongest  at 
resisting  the  downturn,  and  that  was 
seen  by  some  fund-watchers  as  a  glim- 
mering of  hope.  "There's  a  lot  of  cause 
for  optimism  in  mutual  funds,"  asserts 
Kurt  Brouwer,  a  San  Francisco  invest- 
ment adviser  specializing  in  funds. 

Small-capitalization  stocks  suffered 
severe  declines  in  January  but  have 
since  rallied — led  by  technology  issues, 
which  had  been  in  the  doldrums  for 
years.  As  a  result,  small-company 
stocks  edged  downward  only  1.7%  dur- 
ing the  quarter,  and  "aggressive 
growth"  funds,  which  also  tend  to  fa- 
vor over-the-counter  issues,  declined  at 
a  better-than-average  1.9%  (table).  A 
continued  revival  in  secondary  stocks, 
which  are  the  bread-and-butter  invest- 
ments for  a  wide  swath  of  funds, 
would  improve  fund  performance  and 
could  keep  them  ahead  of  the  s&P. 

Indeed,  there  are  signs  that  small 
investors  are  flocking  back  to  equity 
mutual  funds.  In  the  first  two  months 
of  the  year,  sales  and  transfers  into 
equity  funds,  excluding  reinvested  divi- 
dends, exceeded  redemptions  by  $2.5 
billion.  Some  $1.4  billion  of  that  poured 
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into  international  funds.  In  the  compara- 
ble period  of  1989,  redemptions  exceeded 
sales  by  some  $2.1  billion.  The  buying 
was  especially  strong  in  February,  when 
the  market  rebounded — though  not  far 
enough  to  recoup  its  January  losses. 
Computer  and  technology  stocks  were 
among  the  top  gainers.  Many  investors 


HOW  FUND  CATEGORIES 


PERFORMED 

Total  return 

SPECIALTY— TECHNOLOGY 

3.67 

SPECIALTY— NATURAL  RESOURCES 

-1.64 

OPTION  INCOME 

-1.69 

SMALL  COMPANY 

-1.70 

SPECIALTY 

-1.85 

AGGRESSIVE  GROWTH 

-1.93 

SPECIALTY— HEALTH  CARE 

-1.97 

ASSET  ALLOCATION 

-2.21 

BALANCED 

-2.34 

GROWTH 

-2.46 

GROWTH/INCOME 

-2.59 

INCOME 

-2.83 

EQUITY-INCOME 

-3.34 

SPECIALTY— UTILITY 

-5.43 

SPECIALTY— FINANCIAL  SERV. 

-5.46 

INTERNATIONAL 

-5.57 

SPECIALTY— PRECIOUS  METAIS 

-6.73 

DIVERSIFIED  FUND  AVERAGE 

-2.40 

EQUITY  FUND  AVERAGE 

-2.78 

S&P  500 

-2.96 

'Includes  reinvested  dividends  and  capital  gains 

in  a  long-term  uptrend,  even  if  the  econ-j 
omy  declines.  "If  a  company  is  in  the 
right  product  cycle,  it  can  blow  througH 
a  recession,"  notes  Larry  Bowman,  man| 
ager  of  Fidelity's  Select-Computers  anq 
Technology  sector  funds. 
The  quarter  was  not  without  its- 
quirks.  Both  the  very  best  and  worsn 
funds  of  the  quarter  belonged  to  th( 
same  fund-management  company  anc  a 
were  run  by  the  same  man,  Grani  i 
Brenna  of  Strategic  Management  Inc  - 
in  Dallas.  The  No.  1  fund  for  the  quar 
ter.  Strategic  Gold/Minerals,  rose  bj  „ 
nearly  a  fifth,  mainly  thanks  to  i  1 
runup  in  the  price  of  an  obscure  gold  tjjj 
mining  outfit  traded  on  the  Vancouvei 
Stock  Exchange,  Akiko  Lori  Gold  Re  till 
sources  Ltd.  Akiko's  shares  zoomec 
228%  in  the  first  quarter  because  oi 
investor  excitement  over  a  gold  discov 
ery  in  Ontario.  That  helped  the  func  _ 
avoid  the  sharp  declines  that  plaguec 
most  other  gold-stock  funds.  Bui  sji; 
Brenna  was  unable  to  prevent  a  sharj 
drop  in  Strategic  Investments,  whici  jht 
specializes  in  South  African  gold-min  jp]] 
ing  shares,  and  fell  21%,  making  it  th(  j^', 
worst-performing  fund.  Fears  of  ai  y-Li, 
end  to  the  white-majority  regime  hav(  j  t 
badly  hurt  South  African  stocks.  Thej  jr^ 
have  "been  cheaper  than  hell  since  jjo 
Mandela  was  released,"  says  Brenna  j^, 
"On  the  Johannesburg  Stock  Ex  y 
change,  they  call  it  the  M  Factor." 
SHOOTING  STAR.  The  No.  2  fund  was  p., 
also  an  odd  bird.  New  York-based  Eq  ij : 
uity  Strategies  saw  its  shares  climb  as  )j^.f 
a  result  of  a  43%  gain  in  the  price  of  ai 
offshore  oil-drilling  company,  Nabors .  , 
Industries  Inc.,  that  accounts  for  107<  ^j. 
of  its  portfolio.  "Every  time  NaboK  i-,: 
appreciates,  we  do  as  well,"  explains  j,,, 
portfolio  manager  Martin  J.  Whitman  i,;; 
The  fund's  intimate  involvement  witi 
the  company  dates  back  to  1986,  wher  , 
it  bought  Nabors'  debt  held  by  Citi  | ' 
bank.  Equity  Strategies  wound  up  buy  5,, 
ing  control  of  the  company,  though  iti 
position  has  been  reduced  to  25%>.  |;. 

Such  nondiversified  funds  often  ris<  |,,| 
to  the  top  of  the  rankings — but  usuall) 


FINAN' 


fly,  as  the  fund  managers  them- 
es are  apt  to  point  out.  The  less- 
tile  mainstays  of  mutual  funds  are 
growth  funds.  They're  also  the  larg- 
category,  accounting  for  almost  a 
i  of  the  914  equity  mutual  funds 
ked  by  Morningstar  Inc.  Growth 
is  managed  to  keep  their  heads 
le  water,  declining  half  a  percentage 
t  less  than  the  3%  dip  in  the  S&P  500. 
at  the  most  widely  held  mutual 
is  turned  in  disappointing  results, 
of  the  10  biggest  reported  subpar 
ormance,  including  two  with  excel- 
long-term  records — the  $8  billion 
dsor  fund,  which  is  the  second-larg- 
mutual  fund,  and  Mutual  Shares, 
the  biggest  fund  of  them  all,  Fideli- 
^lagellan,  outperformed  the  market 
learly  eight-tenths  of  a  percentage 
t  (table). 

ERTAINTIES.  The  impending  retire- 
t  of  Magellan  manager  Peter  Lynch, 
;h  calls  into  question  the  fund's  con- 
ed long-term  success,  is  but  one  of 
uncertainties  facing  mutual  fund  in- 
ors.  Another  if  the  future  of  Pacific 
m  funds,  which  had  ridden  the  Tokyo 
k  Exchange  to  ever-greater  heights 


The  international  funds 
ook  a  hammering.  Those 
;hat  suffered  least  stayed 
well  clear  of  Japan 


ng  the  past  few  years  only  to  come 
hing  down  in  a  matter  of  weeks.  The 
om  of  the  list  of  first-quarter  losers 
;rewn  with  once-hot  funds,  including 
riil  Lynch  Pacific,  the  Japan  Fund, 

Nomura  Pacific  Basin. 
Ithough  some  Japanese  funds  soft- 
i  the  blow  by  hedging  against  the 
ining  yen,  the  best-performing  inter- 
onal  funds  underweighted  Japan  and 
)red  Europe.  That  strategy  was  em- 
ed  by  two  of  the  top  international 
is,  Oppenheimer  Global  and  Dreyfus 
.tegic  World  Investing.  The  Dreyfus 
i  also  sold  short  some  half-dozen 
mese  stocks  and  bought  Nikkei  put 
rants  issued  by  Salomon  Brothers 
,  which  are  a  bet  that  the  Tokyo 
ket  will  decline.  So  far,  the  bet  has 
I  off.  And  Dreyfus  Strategic's  portfo- 
nanager,  Fiona  Biggs,  is  not  wildly 
mistic  about  global  stock  market  per- 
nance  in  the  coming  year.  "I  don't 
k  anything  is  going  to  do  terribly 
1,"  she  says.  And  if  the  U.  S.  market 
:inues  its  recent  advance  while  for- 
1  stocks  languish,  perhaps  investors 

shift  their  enthusiasm  to  domestic 
:ual  funds. 

By  Gary  Weiss  in  New  York 


THE  BEST  AND  WORST  OF  THE  FIRST  QUARTER 


LEADERS 

LAvuARIIa 

Fund                                         Totol  return* 

Fund 

Total  return* 

Strategic  Gold/Minsrols 

19.15% 

Strategic  Investments 

-21.10% 

Fniiitv  *strntpnip<; 

17.96 

Nomura  Pacific  Basin 

-20.36 

FiiHplItu  ^olort  Flortrnni/'c 

17.16 

DFA  Japanese  Small  Company 

-19.91 

Fidelity  Select  Computers 

15.82 

Merrill  Lynch  Pacific  B 

-19.28 

Financial  Strategic  Technology 

10.56 

Keystone  International 

-17.52 

uud  Weld  tiiiciuiiiy  \jiuvviii 

9.29 

Fidelity  Select  Broadcast  &  Media 

-16.29 

9.15 

Japan 

-16.10 

FiHplitv  *ip|prt  Tprhnnlnnu 

8.29 

Fidelity  Pacific  Boiin 

-15.06 

Cowen  Opportunity 

8.08 

Yamaichi  Global 

-14.27 

Fidelity  Select  Automation /Machinery 

7.59 

G.T.  Japan  Growth 

-13.67 

Finplitu  Splprt  C nrMtnl  f^finHc 
nucMiy  jcitrLi  v^uuiiui  vjuuuo 

7.57 

Financial  Strategic  Pacific  Basin 

-12.33 

tiHalitw  xfilQr'f  CnQm\/  Nar*t/i/'A 

riuciiiy  jcicLi  tiiciyy  jc;ivk,c 

7  %i 

t  .OH 

United  Services  Gold  Shares 

-12.24 

Altinnrp  Tprhnnlnnu 
Miiiui  iLc  1  t;(.i  II  luiu^y 

7.04 

Fidelity  Select  Leisure 

-12.23 

Merrill  Lynch  Developing  Capital  Mkt. 

6.12 

Oppenheimer  Gold  &  Special  Minerals 

-11.41 

Brandywine 

5.98 

Sherman  Dean 

-11.01 

PiHplltv  ^plprt  Rlntprhnnlnnx/ 
riuciiiy  JtricLi  Diuic^iiiiuiuuy 

5.52 

Lexington  Global 

-10.99 

^plinmnn  ("nmmiinirntinn^  Infnrmntinn 

JdlUIIIUII              II 1  iUI  IIViUIIUI  13  U(  II IIUI  1 1  lUI  lUI  1 

5.44 

Blanchard  Precious  Metals 

-10.86 

5.38 

International  Investors 

-10.74 

Gintel 

5.00 

Fidelity  Select  Life  Insurance 

-10.69 

T.  Rowe  Price  Science  &  Technology 

4.59 

Provident  Mutual  World 

-10.54 

OnnpnhpimPr  filnhnl 

V/Updll  ICIIIICl  V^iUUUI 

4.55 

International  Equity 

-10.42 

("nmnn^itp  Nlnrthwp^t  ^0  InHpy 

\.UI  1  IkrVdl  1  C  I1UI  IIIVVC3I  J\J  IIIUCA 

4.16 

Van  Eck  Gold /Resources 

-10.32 

Nautilus 

4.15 

Keystone  Precious  Metals  Holdings 

-10.24 

CIGNA  Value 

4.13 

SLH  International 

-10.08 

Fidelity  Select  Automotive 

4.00 

John  Hancock  World  Pacific  Basin  Eq 

-10.05 

Hprin  \A/ittpr  Dpuplnrtinn  (nrnwth  ^ptc 

L/CUI 1  VVillCI    L/C^V  t7lwLIII  lU  \JIL/WIII  JS^\,^  . 

3.99 

Steadmon  Investment 

-9.77 

Zweig  Series  Emerging  Growth 

3.82 

Alliance  Global  Canadian 

-9.76 

DP  Fiirnrtpnn  Fniiitu 

L/l\  l.Lfi  Uk't-Ull  l-IJUIiy 

3.80 

Colonial  International  Equity  Index 

-9.74 

Greenspring 

3.74 

Steadmon  American  Industry 

-9.55 

IDS  Discovery 

3.61 

Alliance  Counterpoint 

-9.55 

Vanguard  Specialized  Technology 

3.47 

Thomson  McKinnon  Global 

-9.52 

Bull  &  Bear  Speciol  Equities 

3.46 

Thomson  McKinnon  Precious  Metals 

-9.47 

Dreyfus  Strategic  World  Investing 

3.35 

lAI  International 

-9.37 

Gintel  ERISA 

3.34 

United  Services  New  Prospector 

-9.29 

Mutual  of  Omaha  Growth 

3.24 

United  Gold  &  Government 

-9.16 

FPA  Capital 

3.21 

Fidelity  Select  Telecommunications 

-9.11 

Fidelity  Select  Retailing 

3.21 

Prudential-Bache  Global  B 

-9.03 

(iintol  fnnitnl  AnnrpcintiAn 

V^lllld  ^UUIIVJI  r^UUI  C^IU  1  lUI  1 

3.12 

Scudder  Capitol  Growth 

-8.89 

Vista  Growth  &  Income 

3.05 

Colonial  Advanced  Strategies  Gold 

-8.85 

Alger  Small  Capitalization 

3.02 

Mainstay  Global 

-8.82 

AIM  Constellation 

2.98 

USAA  Investment  Gold 

-8.80 

Skyline  Special  Equities 

2.96 

Lexington  Goldfund 

-8.75 

Fidelity  Select  Software  &  Computer 

2.90 

Prudent  Speculator  Leveraged 

-8.66 

Sn  Asset  Allocation 

2.75 

Merrill  Lynch  Fund  For  Tomorrow  B 

-8.66 

Parkstone  Small  Capitalization  Value 

2.73 

44  Wall  Street 

-8.63 

HOW  THE  LARGEST  FUNDS  FARED 

Total  return* 


PIONEER  II 


-1.02% 


AFFILIATED 


-1.70 


INVESTMENT  COMPANY  OF  AMERICA 


-2.02 


8 


FIDELITY  MAGELLAN 


-2.09 


WINDSOR 


-2.91 


FIDELITY  PURITAN 


-3.07 


MUTUAL  SHARES 


-3.62 


ft 


WASHINGTON  MUTUAL  INVESTORS 


-3.70 


FIDELITY  EQUITY-INCOME 


-5.92 


TEMPLETON  WORLD 


-6.08 


S&P  500  -2.96% 

EQUITY  FUND  AVERAGE  -2.78% 

*lncludes  reinvested  dividends  and  capital  gains 
DATA;  MORNINGSTAR  INC 
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FANEUIL  HALL  IN  BOSTON:  SOME  OF  THE  MOST  VISIBLE  AND  HEALTHY  DEVELOPMENTS  IN  THE  COUNTRY  ARE  OWNED  AND  OPERATED  BY  JMB 


Sir 


JMB  REALTY:  A  MIDAS  TOUCH 
IN  A  MUSHY  MARKET 


te 


The  realty  investor  knows  what  to  buy,  where  to  find  it,  how  to  finance  it — and  when  to  say  no 


The  phone  call  Neil  G.  Bluhm  did 
not  want  came  at  6  p.m.  It  was 
Barron  Hilton,  scion  of  the  hotel 
family,  saying  that  the  Hilton  Hotels 
Corp.  board  had  decided  not  to  sell  the 
company  to  Bluhm's  JMB  Realty  Corp.  or 
any  other  bidder.  Within  the  hour,  jmb's 
chief  dealmaker  was  back  on  the  tele- 
phone, talking  terms  with  a  new  poten- 
tial seller.  "There's  always  another 
deal,"  says  Bluhm. 

And  how.  The  co-founder  of  Chicago- 
based  JMB  Realty  has  put  together  major 
deals  worth  $5.8  billion  in  the  past  seven 
years.  With  $7.5  billion  from  225  clients, 
JMB  is  one  of  the  nation's  largest  manag- 
ers of  institutional  real  estate  money.  In 
addition,  it  has  $9  billion  in  public  and  $4 
billion  in  private  real  estate  partner- 
ships. The  outfit  owns  and  operates 
some  of  the  most  visible  and  healthy 
developments  in  the  country:  Faneuil 
Hall  in  Boston,  Water  Tower  Place  in 
Chicago,  and  Century  City  in  Los  Ange- 
les. It  has  office  and  retail  space  in  Brit- 
ain, planned  communities  in  Florida,  re- 
sorts in  Hawaii,  and  shopi  ing  centers  in 
Canada  (table).  Most  recently,  the  firm 
bought  commercial  space  worth  $400 


million  in  downtown  Houston.  Yes,  JMB 
believes  Houston  is  coming  back. 

jmb's  success  shows  that  knowing 
what  to  buy,  where  to  find  it,  and  how  to 
finance  it  is  crucial  to  surviving  the 
stormy  real  estate  market  that's  kicking 
off  the  1990s.  If  that  sounds  elementary, 
consider  one  more  element  that  trips  up 
many  a  real  estate  investor:  JMB  knows 
when  to  say  no.  Bluhm  is  a  tough  nego- 
tiator unafraid  to  walk  away  if  he  has  to 
pay  too  much,  no  matter  how  prestigious 
the  prize.  When  Hilton  was  willing  to 
sell,  it  wanted  $120  per 
share,  but  Bluhm  would 
go  only  as  high  as  $76. 

Bluhm  also  has  been 
particularly  cautious 
about  retailing.  He 
backed  off  from  the 
Bloomingdale's  depart- 
ment-store chain,  when 
its  parent.  Federated  De- 
partment Stores  Inc., 
owned  by  fellow  real  es- 
tate magnate  Robert 
Campeau,  went  into 
Chapter  11.  More  recent- 
ly, JMB  decided  to  pass  up 
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BLUHM:  "WE'RE  ECONOMIC 
BUYERS,  NOT  EGO  BUYERS" 


the  chance  to  buy  Marshall  Field  &  Co  # 
the  upscale  Chicago-based  departmen  poli 
store  chain  owned  by  London's  BAT  Ii 
dustries  PLC.  Rival  bidder  May  C< 
would  drive  the  cost  up  too  high,  h  ife 
explains.  "We're  economic  buyers,  n(,t\i 
ego  buyers,"  says  Bluhm. 

Bluhm,  the  deal  whiz  who  is  a  compL 
ment   to    management-oriented  C(lliu 
founder  Judd  D.  Malkin,  says  he  is  ui  nj 
willing  to  bid  more  for  recent  offering 
in  a  climate  of  tight  money  and  toug  \ 
transactions.  And  signs  are  that  JMB, 
it  can  continue  to  attra( 
billions  from  institution;  j/T 
investors,  will  fare  betU  J 
than  most  in  the  new  en  ir 
"Cash  is  king,  and  there'  te^ 
not  a  lot  of  credit  avai  ig] 
able,"     says  Bluhn 
"We're  in  a  period  whei 
there's  going  to  be  a  k 
of  opportunities  for  us.' 

Not  many  real  estat  | 
firms  these  days  can  tal 
so  bullishly  about  the  fi 
ture.  VMS  Realty,  Balco 
Southmark,  and  Integrai], 
ed  Resources,  all  bi 
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les  that  made  their  mark  in  the  1970s 

1980s  by  selHng  real  estate  limited 
nerships,  foundered  after  the  1986 
reform  gutted  tax  breaks  for  relps. 

national  real  estate  market  ranges 
1  soft  to  depressed. 
b's  access  to  pension  and  other  insti- 
)nal  funds  has  proved  crucial  to  its 
Tiphs.  It  enabled  JMB  to  buy  Cadillac 
view  Corp.,  the  Toronto  de- 
per,  two  weeks  after  the 
J  crash.  Meanwhile,  rival 
tsche  Bank  couldn't  raise 
igh  money  from  investors, 
nother  key  to  jmb's  success 
iept  timing.  Prescient  about 
effects  of  tax  reform  on  lim- 

partnerships,  Bluhm  shifted 
y  from  dependence  on  relps 
he  mid-1980s.  Earlier,  JMB 

its  holdings  in  Houston  just 
re  the  Texas  oil  bust.  And 

went  heavily  into  regional 
)ping  malls,  one  real  estate 
stment  that  has  weathered 
turbulent  late  1980s  well. 
B  casts  a  wide  net  and 
n't  shy  away  from  unappe- 
g  situations.  Take  the  pur- 
e  of  Hawaii  resort  and  shop- 
mall  developer  Amfac  Inc. 
'aii  is  a  briar  patch  of  tough 
ng  laws,  which  attracted  JMB 
use  they  prevent  overbuild- 
and  buoy  values.  "Develop- 
;omplain  about  zoning  imped- 
its,  but  those  impediments 
e  developers  rich,"  reasons 
im.  JMB  has  a  large  staff 

continually  trolls  for  good 
pects.  Says  Bradley  R.  Klatt, 
ident  of  investment  firm  Me- 
olis  Equities  Inc.:  "They  will 
interested  in  every  deal, 
•e's  not  a  major  piece  of  real 
te  action  in  North  America 

Neil  Bluhm  isn't  shown." 
:LY.  JMB  is  a  storybook  tale 
nodest  beginnings.  In  1968, 
im  and  Malkin,  boyhood 
ns  and  former  roommates  at 
University  of  Illinois,  joined 

a  third  friend,  Robert  Judel- 
pooled  $5,000,  and  left  prom- 
j  careers  in  law  and  busi- 
.  They  packed  briefcases  and 
I  out  of  suitcases,  peddling 
•  first  RELPs.  Judelson  de- 
ed in  1973  after  clashing 

Bluhm  over  the  fast-growth 
30  at  the  fledgling  firm, 
uhm,  52,  whose  title  is  presi- 
.,  still  spends  much  of  his 
on  the  road  doing  deals. 
1  his  habit  of  wetting  an  in- 

finger  and  curling  the  hair 
nd  his  ear,  Bluhm  comes  off 
genial,  but  that  masks  a 
ly  tenacity  in  bargaining  ses- 
s.  The  contemplative  and  al- 


most fatherly  Malkin,  also  52,  is  chair- 
man. He  makes  sure  the  5,000-person 
staff  is  able  to  digest  the  workload. 

JMB  doesn't  stint  on  salaries  for  sales- 
people. Pay  varies  with  performance, 
but  salespeople  typically  earn  $100,000  a 
year  in  salary  with  an  additional  $25,000 
bonus  paid  in  JMB  stock  or  relp  shares. 
For  some,  the  stock  bonus  is  a  mixed 


THE  CENTURY  CITY  OFFICE  BUILDING  COMPLEX  IN  LOS  ANGELES 
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HOWJMBACCUMUIATED 
 ITS  CROWN  JEWELS  

FEDERATED  REALTY  Regional  shoppijig  mall  developer 
with  strengths  in  South  and  Southwest.  Prime  property 
is  Town  Center  in  Boca  Raton,  Fla.  Acquired  from  Feder- 
ated Department  Stores  for  $112  million  in  1983 

URBAN  INVESTMENT  &  DEVELOPMENT 

Commercial  complexes,  including  Chicago's  Water  Tow- 
er Place  and  Boston's  Copley  Place.  Also,  five  hotels,  in- 
cluding Ritz-Carlton  of  Chicago.  From  Aetna  Life  &  Ca- 
sualty  for  $1  billion  in  1984  

CENTURY  CITY  Most  of  Century  City  office  complex  in 
Los  Angeles.  Also,  tliree  hotels.  From  Aluminum  Co.  of 
America  for  $600  million  in  1986 

CADILLAC  FAIRVIEW  Forty-seven  Canadian  shopping 
centers,  including  Toronto's  Dominion  Centre  and  Eaton 
Centre,  and  20  office  buildings.  Plus  nine  U.  S.  malls. 
Bought  Toronto  developer  for  $2  billion  in  1987 

ARVIDA  Planned  communities  in  Florida,  California,  and 
Georgia.  From  Walt  Disney  Co.  for  $400  million  in  1987 

AMFAC  Two  thousand  acres  of  developable  land  in  Ha- 
waii, 151,000  acres  of  sugar  cane.  Liberty  House  depart- 
ment stores,  food  processing  operations.  Purchased  Ha- 
waiian landowner  for  $920  million  in  1988 

RANDSWORTH  TRUST  Commercial  and  retail  property, 
primarily  in  London's  West  End.  JMB's  first  overseas  ac- 
quisition, real  estate  firm  cost  $400  million  in  1989 


blessing:  It's  a  great  investment  but  can 
become  golden  handcuffs.  Employees 
who  leave  must  sell — and  only  to  Bluhm 
and  Malkin.  That's  why  one  former  JMB 
salesman  says  that  he  hesitated  before 
moving  on.  "You  do  get  some  cash," 
says  the  departee.  "But  the  cash  value 
today  is  nothing  compared  to  its  poten- 
tial value." 

While  optimism  about  jmb's 
future  is  commonplace,  some 
worry  that  the  firm  will  spread 
itself  thin.  An  institutional  inves- 
tor in  its  Century  City  partner- 
ship fears  that  jmb's  recent  in- 
terest in  retailing  and  hotels 
risks  crippling  distractions.  "Our 
biggest  concern  is  that  they'll 
take  their  eye  off  the  ball,"  says 
the  investor.  "We  just  don't 
want  them  getting  away  from 
the  types  of  projects  that  made 
them  wealthy  and  are  making  us 
money." 

VEXING.  JMB  has  been  able  to 
calm  most  such  fears.  Client 
Paul  F.  Quirk,  executive  director 
of  Massachusetts  employees'  re- 
tirement system,  says  jmb  sales- 
men visited  in  the  midst  of  the 
Hilton  and  Bloomingdale's  bid- 
ding and  persuaded  him  to  invest 
in  the  firm's  $400  million  Hous- 
ton acquisition.  "I  judge  by  what 
I  see,  and  I  haven't  seen  any  dis- 
traction or  reduction  in  the  quali- 
ty of  their  work,"  says  Quirk. 

jmb's  most  vexing  problems 
right  now  are  in  a  handful  of  its 
RELPs  that  focus  on  the  South- 
west. Investors  get  their  money 
when  the  RELP  sells  holdings.  To 
spur  sales,  some  JMB  partner- 
ships made  loans  to  buyers.  But 
of  nine  properties  sold  by  jmb 
Carlyle  Fund  vn,  six  ran  into 
trouble,  forcing  JMB  to  stretch 
out  loans  and,  in  one  case,  fore- 
close. Although  this  held  down 
profits  for  Carlyle  VII  partners, 
they  managed  to  earn  307f  more 
than  their  original  investments. 
Most  JMB  partnerships  receive  at 
least  double.  Says  JMB  partner 
Burton  Glazer:  "Sometimes  it 
rains  on  you  a  bit." 

The  firm's  next  target  is  Eu- 
rope. In  1989,  it  bought  Rand- 
sworth  Trust  PLC,  a  London  of- 
fice and  retail  developer.  Bluhm 
went  to  Germany  last  month  for 
negotiations  and  is  working  on 
another  deal  in  Britain.  -  Sure, 
land  is  expensive  in  Europe,  he 
says,  "but  you  can  raise  rents 
rapidly,  and  there's  no  vacancy 
rate  to  speak  of."  And  there  like- 
ly will  be  no  vacancy  in  JMB  deals 
in  the  not-very-distant  future. 
By  David  Greising  hi  Chicago 
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JIM  JONES  WilL  NEED 
MORE  THili  VOICKER 


Naming  him  to  the  board  is  a  coup,  but  it  won't  cure  the  Amex'  ills 


«  t 


For  James  R.  Jones,  Apr.  9  will  be  a 
big  day.  Tiiat's  when  Paul  A. 
Volcker,  the  respected  former 
chairman  of  the  Federal  Reserve  Board, 
will  be  elected  to  the  American  Stock 
Exchange's  board  of  directors.  Snagging 
the  board-shy  Volcker  is  a  coup  for 
Jones,  who  became  Amex  chairman  last 
Nov.  10  and  is  waging  an  uphill  battle  to 
raise  the  performance  and  image  of  the 
embattled  exchange.  Even  Gordon  S. 
Macklin,  former  president  of  the  archri- 
val National  Association  of  Securities 
Dealers,  says:  "I'm  very  impressed  that 
Jones  got  Paul  Volcker  to  sit  on  the 
Amex  board." 

Jones  needs  all  the  help  he  can  get. 
The  Amex  is  feeling  the  brunt  of  the 
Street's  downturn — especially  the  reluc- 
tance of  small  investors  to  buy  stocks. 
"Our  equity  volume  is  ori- 
ented toward  the  small  in- 
vestor," says  Amex  Presi- 
dent Kenneth  R.  Leibler. 
Although  total  trading  vol- 
ume has  been  boosted  by 
the  new,  innovative  Nikkei 
put  warrants,  all  other  trad- 
ing is  down  17%  from  1987 
levels.  Options  volume  is  off 
6%  from  1989.  Seats  are  go- 
ing for  only  $215,000,  just 
above  half  "of  the  $420",000 
fetched  in  1987.  About  15 
companies  a  year  forsake 
the  Amex  for  the  New  York 
Stock  Exchange,  where  vol- 
ume is  12  times  higher. 

Jones  seemed  an  unlikely 
choice  to  chair  the  Amex 
when  Arthur  Levitt  Jr.  re- 
signed last  year.  He  had 
been  on  the  board  since 
1987,  but  he  says:  "When 
the  selection  committee 
called  me,  I  assumed  they'd 
want  someone  from  the  industry." 

Jones,  50,  is  seen  as  a  man  of  Wash- 
ington, where  he  had  a  glittering  record. 
In  1968,  at  only  28,  the  Georgetown  law 
school  graduate  was  President  Lyndon 
B.  Johnson's  chief  of  staff.  Jones,  who 
now  lives  in  Manhattan  with  his  wife 
and  two  children,  was  a  Democratic  rep- 
resentative from  Oklahoma  for  14  years, 
serving  on  the  House  Ways  &  Means 


Committee  and  heading  the  House  Bud- 
get Committee.  Most  recently,  he  had 
been  a  partner  in  the  Washington  law 
firm  of  Dickstein,  Shapiro  &  Morin.  He 
was  picked  because  he  had  "an  under- 
standing of  the  business  and  a  knowl- 
edge of  Washington,"  says  a  search 
committee  member.  Jones  will  help  the 
lobbying  effort.  But  he  has  a  lot  to 
prove  to  Amex  colleagues.  "He  lacks 
credibility  on  the  Street,"  says  one. 

One  of  Jones's  big- 
gest challenges  is  to 
keep  listed  companies 
happy.  The  exit  of  Soth- 
eby's this  year  cuts  to 
the  core  of  the  Amex' 
deficiencies:  "As  an  in- 
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JONES'S  FIRST  MISSION  IS  TO  LURE  BACK  SMALL  INVESTORS 


tors  from  all  over  the  world,  we  felt  that 
the  New  York  Stock  Exchange  was  ap- 
propriate for  us,"  says  a  spokeswoman. 

Jones  insists  that  the  Amex  can  still 
be  a  global  force.  The  exchange  hit  the 
jackpot  in  January  when  it  launched 
trading  in  Nikkei  put  warrants,  allowing 
investors  to  profit  from  the  sharp  de- 
cline of  the  Japanese  stock  market. 
Amex  brass  had  hoped  for  daily  volume 


of  100,000  warrants  for  the  four  issutU 
currently  traded.  On  Mar.  19,  5.2  mil!i( 
were  traded,  accounting  for  36%  of  tl 
Amex'  total  volume.  The  warrants  ai 
such  a  hit  that  on  Apr.  4,  the  exchanj^ 
unveiled  call  warrants  in  the  Nikkt 
which  are  a  bet  that  Japanese  stocks  w; 
rise.  Earlier,  on  Feb.  15,  the  NYSE  a 
plied  to  the  Securities  &  Exchange  Cor 
mission  for  approval  to  trade  the  put 
Amex  officials  worry  that  the  NY^ 
could  eventually  woo  away  traders  f( 
the  warrants:  "We  have  a  monopo 
nov/,"  says  Leibler,  "but  we  know 
won't  last." 

The  Amex  also  wants  to  host  tradir 
in  warrants  on  the  DAX,  the  predominai 
index  of  German  equities.  "The  Nikk 
concept  is  transferable  to  indexes  with 
lot  of  international  participation,"  saj 
Leibler.  And  the  exchange  hopes  for  b 
results  from  a  proposed  electronic  sy 
tem  for  big  institutions  to  trade  unregi 
tered  foreign  securitic 
such  as  Lufthansa. 

At  home,  Jones 
scrambling  every  whic 
way  to  lift  the  Ame 
business.  In  the  pa; 
two  months,  he  hf 
traveled  to  a  doze 
U.  S.  cities  to  meet  CE( 
of  midsize  companies  1 
attract  new  listing: 
Jones  is  also  shaking  i 
his  staff.  In  Februar 
he  hired  two  top  aidi 
from  his  congression 
days.  Chris  Finn  heac 
strategic  planning,  go 
ernment  relations,  ar 
marketing.  Phil  Stee 
directs  special  project! 
PASSED  OVER.  Befor 
all  four  departments  had  reported  i 
Leibler,  a  14-year  mainstay  at  the  Ame 
He  became  Amex  president  in  1986,  ; 
age  36 — the  youngest  president  of  a  m 
jor  exchange  ever.  He  spearheaded  n 
gotiations  with  both  the  Japanese 
garding  the  Nikkei  warrants  and  tl 
Philadelphia  Stock  Exchange  on  a  pr 
posed  merger  last  year.  Amex  staffe 
say  that  Leibler,  still  smarting  from  b 
ing  passed  over  for  the  million-doll; 
chairman's  job,  may  resign.  But  Leibl 
insists  that  he  is  not  bothered  by  tl 
changes.  At  any  rate,  with  his  annu 
income  of  about  $700,000,  he  might  iv 
be  able  to  find  a  comparable  positio 
Jones  says  he  wants  Leibler  to  stay. 

Losing  Leibler  would  hurt  the  Ame 
severely.  Even  with  him,  turning  the  e 
change  around  is  a  formidable  task  f( 
Jones.  All  the  innovation  in  the  wor 
won't  matter  much  until  the  small  inve 
tor  returns  to  the  market. 

By  Jon  Friedman  in  New  Yo 
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BY  GENE  G.  MARCIAL 


INVESTOR  COOLNESS 
IRAY  HEAT  UP  AN 
OIL-AND-GAS  PLAY 


Investors  have  taken  a  '"show  me" 
attitude  toward  ijurlington  Re- 
sources, a  major  tul-and-gas  produc- 
er that  has  been  the  subject  of  several 
takeover  rumoi-s  in  the  past  year.  The 
speculation  had  pushed  Burhngton's 
stock  to  as  iiigh  as  53  a  share  from  the 
low  40s  in  early  1989.  But  since  no  deal 
surfaced,  the  stock  is  back  down  to  40. 
"Impatience  toward  Burlington  has 
been  on  the  rise,"  says  one  analyst. 

That's  just  dandy  with  some  pros 
who  have  started  snapping  up  Burling- 
ton shares.  "If  the  stock  languishes 
much  longer  in  this  range  of  39-40,  we 
know  someone  will  make  a  run,"  says 
one  New  York  money  manager.  He  be- 
lieves that  Burlington,  which  also  oper- 
ates a  major  gas-pipeline  system  princi- 
pally serving  the  California  market, 
would  be  attractive  to  a  big  foreign  or 
domestic  oil  company. 

The  stock's  continued  weakness  has 
prompted  management  to  repurchase 
shares  in  a  hurry.  In  the  past  six 
weeks,  management  has  bought  back 
about  3  million  shares  in  addition  to  the 
4  million  it  bought  last  year  for  $179 
million,  or  $44  a  share.  Burlington  will 
keep  buying,  says  the  money  manager, 
because  of  renewed  fear  that  a  raider 
might  take  advantage  of  the  stock's 
low  price  to  accumulate  a  big  stake. 

The  height  of  takeover  speculation 
occurred  in  February,  1989,  when 
Pennzoil  acquired  8%  of  the  stock.  A 
few  months  later,  Pennzoil  sold  its 
holding.  In  October,  whispers  swirled 
that  British  Petroleum  was  interested. 
That  fizzled,  too.  Now  BP  is  back  in  the 
rumor  mill,  along  with  Mobil.  Burling- 
ton, BP,  and  Mobil  declined  comment. 
'TIMELY.'  The  takeover  crowd  puts  Bur- 
lington's asset  value  at  $65  a  share. 
And  one  big  New  York  investor  fig- 
ures it  at  $70  a  share.  Investment  man- 
ager Arnold  Schmeidler  thinks  that 
even  without  a  takeover,  Burlington  is 
a  "timely  play  on  the  rising  demand 
for  energy,  which  would  benefit  Bur- 
lington because  of  its  vast  oil,  gas,  and 
coal  holdings."  He  notes  that  Burling- 
ton raised  its  natural-gas  equivalent  re- 
serves to  4.6  trillion  cubic  feet  from  4.3 
trillion  in  1988,  making  it  the  ninth- 
largest  U.  S.  producer,  based  on  do- 
mestic gas  reserves. 
Schmeidler  estimates  Burlington's 


BURLINGTON  RESOURCES: 
TRADING  CtOSETOITSLOW 
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proven  oil-and-gas  reserves  at  $4.9  bil- 
lion, or  $34  a  share.  And  its  El  Paso 
gas  pipeline  is  worth  $2.4  billion,  or  $17 
a  share,  he  adds.  Together,  they  are 
worth  more  than  the  stock's  price.  The 
company  also  owns  real  estate,  coal 
and  gold  properties,  and  timberland. 


SLIPPERY  GROWTH 
AT  NEUTROGENA 


leutrogena,  a  leading  maker  of 
upscale  skin-  and  hair-care 
I  products,  is  one  of  the  most 
profitable  companies  around.  It  gener- 
ates a  net  profit  margin  of  137',  a  re- 
turn on  equity  of  29%,  and  has  no  debt. 

So  why  is  Neutrogena's  stock  on  the 
skids?  It  has  tumbled  to  22  from  its 
high  of  30  at  yearend.  And  while  the 
company  still  has  fans  on  the  Street, 
the  short  position  has  grown  to  774,883 
shares  in  March,  or  about  5%  of  the 
share  float  in  public  hands,  from 
499,109  shares  in  January. 

"The  company's  growth  rate  is  wind- 
ing down,  and  things  could  get  worse," 
says  one  New  York  manager  who  has 
bailed  out  of  the  stock.  He  says  the 
numbers  of  the  past  three  years  tell 
the  story:  While  per-share  earnings  ad- 
vanced 77-/<'  in  the  year  that  ended  Oct. 
31,  1987,  they  rose  only  54%  in  1988, 
16%  in  1989,  and  a  projected  15%  in 
1990.  Revenues  did  no  better:  40%  in 
1987,  32%  in  1988,  13%  in  1989,  and  a 
projected  12%  in  fiscal  1990. 

Analyst  Joe  Kozlof  f  of  Smith  Barney 
Harris  Upham  is  just  as  dismayed  by 
the  slowdown:  "It's  not  the  same  com- 
pany that  it  was  before."  Neutrogena 
is  trying  to  cope  with  growing  competi- 
tion and  underpricing,  but  Kosloff 


doubts  that  it  will  succeed  anytimi 
soon.  He  has  cut  his  earnings  estimat 
for  this  year — and  says  he  has  littli 
confidence  in  his  new  numbers.  "An; 
earnings  surprise  is  bound  to  be  on  th 
downside,"  he  says.  With  the  stocl 
trading  at  a  p-e  ratio  of  20  and  at  sevei 
times  its  book  value,  Neutrogena  is  n' 
bargain,  he  says.  The  shorts  are  bet 
ting  it  will  drop  to  15.  Neutrogen 
wasn't  available  for  comment. 


THE  BUZZ  ON  BEHEI 
IN-FLIGHT  PHONES 


I  as  anyone  ever  needed  to  reac| 
you  while  you  were  on  an  aii 
I  plane?  Well,  IDB  Communic4 
tions  Group  hopes  to  develop  a  twc 
way  in-flight  telephone  service  b 
yearend  as  part  of  a  plan  to  provid 
worldwide  satellite  communications  t 
the  airline  and  aviation  industries. 

The  phones  that  are  current! 
aboard  some  planes  have  limited  acces 
and  work  only  over  parts  of  Nort 
America  and  Japan.  "You  can't  receiv 
calls,  and  they  aren't  usable  when  tra\ 
eling  over  oceans,"  explains  Jeffre 
Sudikoff,  chairman  and  CEO  of  IDB.  H 
says  major  international  airlines,  ir 
eluding  Swissair,  Finnair,  Qantas  Aii 
ways,  and  Cathay  Pacific,  have  agree 
to  use  the  service  through  a  Pari; 
based  trade  group  of  350  airlines. 

In  a  joint  venture  with  Teleglobe  Ir 
ternational,  a  unit  of  Memotec  Dat^ 
which  has  just  taken  a  20%  stake,  ID 
will  provide  not  only  in-flight  tel 
phones  but  computer  and  fax  service: 
iDB's  stock,  which  trades  over  th 
counter,  has  climbed  from  oVi.  in  earl 
December  to  9,  in  part  because  of  it 
vestor  anticipation  of  the  satellil 
based  services.  Despite  the  stock's  ris 
Hambrecht  &  Quist  analyst  Joe 
senio  says  he's  optimistic  about  IDB 
upside  potential  over  the  next  12  to  1 
months.  He  thinks  the  shares  coul 
rise  to  about  17  by  next  year,  based  o 
IDB's  efforts  to  cut  debt,  bolster  revc 
nue  growth,  and  widen  profit  margin 
IDB  expects  sales  and  earnings  froi 
the  in-flight  phone  service  to  kick  in  b 
1992.  The  phones  are  expected  to  ad 
about  $5  million  to  $7  million  to  sak 
and  5(t  to  10$  to  per-share  earnings 
then.  "Those  numbers  should  build  u 
higher  in  subsequent  years,"  saj 
President  Ed  Cheramy.  Arsenio  set 
IDB's  earnings  rising  from  36$  a  shai 
in  1989  to  50$  in  1990  and  to  81$ 
1991.  Revenues  are  expected  to  jum 
from  $60.7  million  in  1989  to  $83  millio 
this  year  and  to  $97  million  in  1991 
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Fop,  lell  lij  nghl  CummandtT  Koberl  b  Peary,  tiw  to  reach  Ihe  Ncirlh  Pule,  I^IW  ChrMuphcr  Columbus  Viu  kmm  who  he  ujs  jnd  whal  he  did  U  S  Aslronaul  m  hrsi  sell-propelled,  unlelhered  spacewalk  Biillom.  lell  lo  righl  Henry 
Hudson.  English  navigator,  discoverer  of  Hudson  River.        Meriwether  Lewis,  led  expedition  with  William  Clark  to  the  Pacihc  Ocean.  1804-1806  Ferdinand  Magellan,  whose  fleet  was  first  to  circumnavigate  the  globe.  11121 


S0MEnMES,11l  DO  REAUYWELIYOU  HAUE10 
GETOUTOFYOUR  OWN  BACKYARD. 


Among  those  who  ve  accomphshed  a  lot 
in  the  world,  not  many  were  exactly  home- 
jodies.  Which  is  just  as  tme  of  making  money 
3s  It  is  in  other  fields  of  endeavor 

That's  why  the  Dreyfus  Worldwide  Dollar 
Money  Maitet  Fund  doesn't  just  seek  out 
financial  instruments  here  at  home,  but 


anywhere  in  the  world  where  the  returns  are 
highest.  Which  helps  explain  why  Dreyfus 
Worldwide  is  the  highest  yielding  money 
market  tiind.*  Yet  all  it  takes  to  join  is  $2,500. 
And  because  these  instmments  are  dollar 


denominated,  they're  immune  to  fluctuations 
in  currency  exchange  rates. 

Dreyfus  Worldwide  not  only  proves  again 
that  the  world  isn't  flat,  it  also  proves  your  returns 
don't  have  to  be,  either  For  a  free- prospectus, 
T-^  ij     .J    rvii       can  1-800-782-6620  ext.  2361.  Please 

I9reyiUS  WOrlaWlde  Dollar  read  t  carefully  before  invest  ng 
The  highest  yielding  money  market  jwul. 


Source  IBC/Donoghue  Money  Fund  Report,  cumulatively  since 

fund's  inception  2/23/89  -  2/2X/4().  Yield  fluctuates.  Past  performance  is  no  guarantee  of  future  results.  Fund  expenses  are  being  absorbed  for  a  period  of  time. 


Now,  the  power 
of  the  blossom 
is  at  your 
fingertips. 


! 


hi  April,  two  of  ]apans  most  successful  banks  merged. 
The  marriage  of  Mitsui  Bank  and  Taiyo  Kobe  Bank 
will  create  a  new  leader  in  the  world's  financial  institutions. 
Our  symbol  is  the  cherry  blossom,  a  symbol  of  the  fruitful ness 
we  promise  in  any  relationship  you  form  with  us. 

The  cherry  blossom  also  symbolizes  an  opportunity  for  you 

to  tap  a  powerful  new  source  of  experience  and  committed  expertise 

which  will  help  your  business  blossom:  Mitsui  Taiyo  Kobe  Bank. 


K  MITSUI  TAIYO  KOBE  BANK 

Head  Office  &  Headquarters:  Tokyo 
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PITTSBUR^'i  S  PIRATES 
lilUnr  HAV^  fO  SAIL  AWAY 


IvOcal  corporate  saviors  tire  of  losing  streaks — and  vacant  seats 


For  the  Pittsuurgh  Pirates,  the  1990 
season  will  be  like  a  suicide 
squeeze  in  the  ninth  inning.  Last 
year,  the  team  fell  behind  at  the  gate,  in 
the  standings,  and  on  the  bottom  line. 
Now,  the  situation  is  desperate.  If  the 
ball  club  doesn't  do  better  this  year,  it 
could  once  again  find  itself  on  the  inter- 
state, heading  out  of  Steel  City. 

Five  years  ago,  when  the  Pirates  were 
in  similar  straits,  Corporate  Pittsburgh 
and  the  city  government  joined  forces 
and  bought  the  team.  At  first,  it  looked 
as  though  this  might  save  the  day.  The 
young,  scrappy  1988  Pirates  climbed  out 
of  the  cellar  to  a  surprising  second-place 
finish  in  the  National  League  East. 
What's  more,  the  club  sold  a  record  2.2 
million  tickets  and  posted  a  small  operat- 
ing profit,  the  first  since  the  Pirates  won 
the  World  Series  in  1979.  But  last  sea- 
son, the  team  limped  to  fifth  place  and 
dipped  back  into  the  red.  Concedes 
Douglas  D.  Danforth,  Pirates  chairman 
and  retired  chief  executive  of  Westing- 
house  Electric  Corp.:  "A  lot  will  depend 
on  how  well  we  do  this  year." 
LIMIT.  When  the  buyout  was  negotiated 
in  1985,  the  corporate  owners  wrote  into 
the  contract  two  provisions  permitting  a 
sale:  The  first  allowed  them  to  put  the 
team  back  on  the  block  if  working  capi- 
tal was  gone  at  the  end  of  the  1990 
season.  The  second  was  more  complex. 
Beginning  with  the  1989  season,  a  meter 
started  running.  If  the  team  amassed 
net  operating  losses  of  SIO  million  or 
more  in  any  consecutive  three-year  peri- 
od thereafter,  ownership  of  the  team 
would  revert  to  the  city,  which  almost 
certamly  would  sell  it. 
In  explaining  the  cove- 
nants, Vincent  A.  Sarni, 
a  Pirates  director  and 
chief  executive  of  PPG 
Industries  Inc.,  one  of 
the  corporate  rescuers, 
say.s:  "We  were  all 
making  the  investment 
to  keep  the  team  here. 
Bui  we  would  not  pro- 
vide cash  indefinitely." 

Wlvii  'le  deal  was 
put  tog' -t I, I  r,  executives 
from  10  c  .mpanies,  in- 


UNION  REPRESENTATIVE  LAVALLIERE: 
"PLAYERS  AREN'T  GOING  TO  TAKE  LESS' 


eluding  Alcoa  and  LSX  Corp..  joined 
three  local  individual  investors,  chipping 
in  $2  million  apiece.  The  city  supplied  $20 
million  through  a  bond  issue.  Of  the  $46 
million  raised,  half  went  to  buy  out  the 
previous  owners,  and  much  of  the  re- 
mainder became  working  capital.  This  is 
now  down  to  $9  million  and  could  shrink 
dangerously  if  the  team  doesn't  do  well 
at  the  turnstiles  this  season.  The  Pirates 
need  to  sell  more  than  2  million  tickets 
again  in  1990  to  break  even.  To  do  that, 
the  team  would  have  to  be  a  contender 
from  start  to  finish.  Few  baseball  pun- 
dits expect  the  Pirates  to  finish  better 
than  third  in  their  six-team  division. 


Certainly,  the  Pirate  ballplayers  fe 
the  pressure  to  win.  But  they  are  al 
determined  not  to  fall  behind  the  sal 
of  players  on  wealthier  team 


ries 


THE  PIRATES'  PROBLEM 

FEWER  FANS  FATTER  SALARIES  MORE  RED  INK 
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"Players  aren't  going  to  take  less  mon( 
because  our  owners  don't  have  deep' 
pockets  than  others,"  says  Mike  LaVt 
liere,  the  Pirates'  starting  catcher  ar 
the  team's  player  representative.  "Oi 
management  has  to  be  better." 

And  there,  in  a  mitt,  is  the  problei 
The  new  owners  began  by  hiring 
shrewd  innovator,  Syd  Thrift,  as  gener 
manager.  He  got  rid  of  a  lot  of  overpai 
over-the-hill  ballplayers,  replacing  the 
with  hustling  kids.  And  the  kids  did  w( 
enough  to  make  the  team  a  potenti 
contender  in  1988.  But  the  Pirates  we 
not  solid  at  every  position  and  need( 
some  seasoned  major  leaguers  ■ 
strengthen  the  roster.  So  Thrift  start( 
filling  these  spots  with  high-priced  ti 
ent.  And,  a  source  within  the  Pirat< 
organization  says.  Thrift  did  so  witho 
first  clearing  the  hires  with  the  board 
"He  was  not  a  team  player.  He  w; 
his  own  team,"  says  Carl  F.  Barger,  I 
rates  president  and  a  local  attorney.  B 
cause  of  the  team's  financial  plight,  tl 
owners  demanded  restraint  on  salarii 
and  trading.  At  the  least,  they  wanted 
be  kept  informed.  But  Thrift,  Barger  b 
lieves,  was  eager  to  produce  an  immec 
ate  contender  at  any  cost. 
SAD  FACT.  Late  in  1988,  Thrift  was  fire 
"I  wasn't  surprised,"  he  says,  addin 
"There  was  a  difference  in  percepti( 
about  the  authority  of  the  general  ma 
ager.  When  decisive  action  was  calli 
for,  second-guessing  abounded."  In  ai 
event,  Thrift's  trades  and  the  salary 
mands  by  the  new  players  have  causi 
the  team's  payroll  to  rise  173%  in  thri 
years.  "No  one  can  stay  in  business  f 
long  at  this  rate,"  says  Barger. 

Whoever  is  to  blame,  the  sad  fact 
that  the  civic-minded  effort  to  save  m 
jor  league  baseball  in  Pittsburgh 
pears  not  to  be  working.  Worse,  tl 
might  dissuade  others  from  trying  sin 
lar  corporate-government  consortiums- 
an  arrangement  once  described  by  . 

Bartlett  Giamatti,  tl 
late  baseball  comm 
sioner,  as  "an  imagir 
tive  and  appropria 
model  for  baseball. 

When  the  first  Pira 
steps  up  to  the  plate 
opening  day  at  Thr 
Rivers  Stadium — inai 
piciously   on  Frid 
Apr.  13 — more  than  j 
Pittsburgh  will 
watching. 

By  Michael  Schroe 
in  Pittsburgh 
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Canon  Introduces  Laser  Class.™ 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  fax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  with  expanding  needs. 

Like  the  memory  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memory  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

The  L770  uses  a  laser  process  to  print 
incoming  images  on  plain  paper 

This  means  your 
faxes  will  look  better, 
will  last  longer,  and 
won't  curl  or  fade  like 
thermal  paper  faxes.  And  you  won't  have  to 
copy  them  before  filing.  I-aser  printing  means 
they're  consistendy  faithful  to  the  original. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image. 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer,  without  the  fuzzy  edges 
;ading 


And  with  Canon's  UHQ  imaging  technology, 
the  images  you  send  are  better,  too. 

Even  combinations  of  small  type 
and  halftones  are  virtually 
indistinguishable  from  their  original. 

Built-in  Reliability. 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  everything  that  can 
run  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
in  a  new  cartridge. 

The  new  Canon  Laser  Class  FAX-L770.  After 
a  few  minutes  you'll  be  glad  you  bought  it.  After 
a  few  years  you'll  be  ecstatic.  For  information, 
call  1-800-OK  CANON. 


The  onfy  thing 
not  built  into  our 
laser  fecsimile  is 
obsolescence. 


1989  "Manufacturer  of  the  YIear' 

Awarded  by  Nalional  Oftice  Machine  Dealers  Association 
to  Canon  USA  Inc  for  outstanding  dealer  support 


Enjoy  easy  extended  payments  wim.the  Canon  Credit  Cyd. 
Ask  rof  details  at  parl>cipaling  Canon  dealers  and  r 
Available  only  in  U.S     c  1990  Canon  U  S.A  .  Ifx: 
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TELECOMMUNICATIONS  1 


THE  THIRD  liORLD 

IS  GETTING  CELLULAR  FEVER 


The  systems  arc  a  quick  fix  for  aging  phone  networks — and  could  be  a  gold  niine  for  operators 


em 
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Jose  Luis  Ro.Snguez,  an  Electrolux 
salesman  near  Mexico  City,  has 
waited  iour  years  for  a  phone.  A 
while  ago,  he  found  an  employee  of  the 
state-run  Telefonos  de  Mexico  who  was 
willing  to  rig  aa  illegal  connection.  When 
a  telephone  repairman  saw  the  line,  he 
demanded  a  cash  "installation  fee"  of 
$1,500.  In  the  past,  Rodriguez  would 
have  paid  the  bribe.  Instead, 
he  let  the  extortionist  dis- 
connect his  line,  then  paid 
$750  for  what  has  become 
the  new  rage  in  Mexico  City: 
a  cellular  phone. 

Cellular  phones  have  ar- 
rived— in  Mexico,  Thailand, 
Pakistan,  and,  starting  later 
this  year,  in  Hungary,  too. 
And  they  aren't  just  status 
symbols.  In  less-developed 
nations,  the  new  wireless 
phone  systems  are  a  rapid 
and  low-cost  alternative  to 
upgrading  crumbling  local 
telephone  networks.  Cellular 
phones  are  not  a  permanent 
substitute  for  reliable  land 
lines,  but  they're  the  fastest 
way  to  get  good  phone  ser- 
vice to  those  who  need  it 
most — and  are  willing  to  pay 
a  |)remium.  Best  of  all  for 
cash-strapped  nations  that 
need  better  phones  to  gain  a 
toehold  in  the  global  econo- 
my, cellular  system  opera- 
tors are  often  willing  to  pay 
the  installation  bills  in  re- 
turn for  a  license  to  collect 
service  fees. 


munications,  and  Baby  Bells  US  West 
and  BellSouth,  are  vying  for  licenses  to 
operate  networks. 

These  competitors  may  not  see  much 
in  the  way  of  quick  profits,  but  they  are 
betting  on  enormous  long-term  potential. 
Asia  has  half  the  world's  population  but 
only  107'  of  all  telephones.  In  the  next  20 
vears,  the  continent  could  buv  half  a 


result, 
cellular 
the 
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'HYSTERIA.'    As  a 

"there's  kind  of  a 
hysteria  going  on 
Third  World,"  says  Dan 
Thomas,  sales  manager  of 
Telemobile  Inc.,  a  mobile-phone  maker  in 
Torrance,  Calif.  Equipment  makers 
L.  M.  Ericsson  Group  and  Motorola  Inc., 
trailed  by  Japan's  NEC  Corp.  and  others, 
are  going  head-to-head  throughout  Asia, 
Latin  America,  and  other  poorly  wired 
regions  (bu.  Operators  of  cellular  sys- 
tems, includ  ig  New  York-ljased  Milli- 
com,  Bell  Canada,  McCaw  Cellular  Com- 
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HAS  A  1,200-PERSON  WAITING  LIST  FOR  CELLULAR  SERVICE 


billion  phones,  estimates  Robin  Maule  of 
Hong  Kong's  Hutchison  Telecommunica- 
tions. To  fill  such  demand,  "we  would 
need  to  create  or  grow  20  new  compa- 
nies, each  the  size  of  AT&T,  just  to  oper- 
ate the  network,"  he  says.  Cellular 
phones  can  fill  some  of  that  need  now. 
Even  where  cellular  systems  already  ex- 
ist, suppliers  have  barely  scratched  the 


surface.  China  has  11  cellular  phones  pe 
million  citizens.  The  U.  S.  has  12,000. 

Sellers  of  cellular  gear  say  the  ne\ 
phones  speed  economic  development  b;  y 
making  it  easier  to  conduct  business  W 
Target  customers  are  government  off  si  £ 
cials,   local  businesspeople,  and  wel  4 
heeled  foreign  companies.  Some  JapsFCi 
nese  companies  setting  up  factories  i 
Thailand  now  bring  thei 
own  cellular  setups  so  tha 
they  can  skirt  the  loca 
phone  systems  entirely.  I: 
some  cases,  cellular  is  als^ 
opening  up  isolated  area 
that  might  never  be  reache' 
by  land-based  phones.  "Yotye< 
put  this  God-sent  thing 
the  village  and  it  become 
the  talk  of  the  village  b^!( 
cause,  for  the  first  time,  yoi  id  is 
can  talk  to  the  outsid 
world,"    says  Santibha: 
Chartikavanij,  an  Ericssoptii 
sales  manager  in  Thailand. 
TEED  OFF.  The  nev/ly  openefc 
economies  of  Eastern  Ei  k' 
rope  hold  great  promise  fo  1 1 
rellular  operators  and  equij  «st 
iiient  makers  as  well.  'The; 
have  antiquated  networkjitin 
and  only  one-third  the  phon  tk 
lines  per  capita  of  thei 
Western  European  neigh  mvj 
bors.  Denver-based  US  West  of 
Inc.  and  the  Hungarian  go\jces  i 
ernment  are  investing 
million  this  year  to  build 

X cellular  system  for  Budsita 
pest.  In  addition  to  servin]  sua 
the  local  market,  US  Wes 
wants  to  cater  to  the  delug  Nf 
of  foreign  business  execi; 
fives.  It  plans  to  set  up  ce, 
hilar  phone  rental  stands  a 
the  airport,  train  stations 

and  hotels. 

The  same  forces  that  are  driving  thjlroi 
cellular  boom  in  developing  nations  an 
in  Eastern  Europe  are  also  at  work  iJeto 
other  countries  that  are  saddled  wit  arta 
backward  phones.  Argentinians  amlj 
Venezuelans  are  using  cellular  network  led 
to  get  around  unreliable  land  lines.  I;  lies 
Spain,  officials  are  talking  about  linkinj 
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te  regions 
ar  service, 
lile  vast,  the  new 
lar  markets  are 
nthout  their  prob- 
American,  Euro- 
,  and  Japanese 
ment  makers  and 
m  operators  have 
I  that  only  a  tiny 
of  the  population 
/eloping  countries 
afford  today's 
;s,  which  cost  $500  and  up.  In  some 
IS,  the  whole  concept  of  cellular 
een  rejected  as  simply  a  plaything 
he  elite.  Indeed,  in  Caracas,  says 
ompany  president,  wealthy  golfers 
their  phones  on  the  links — and  feel 
rrassed  if  they  haven't  gotten  an 
it  call  by  the  11th  hole. 
1,  any  business  that  has  to  turn 
customers  can't  be  all  bad.  In  In- 


WHERE  CELLULAR 
COULD  BOOM 


Country 

Subscribers 

As  of 
January,  1990 

Penetration 

Per  million 
population 

HUNGARY 

0 

0 

CHINA 

12,100 

11 

INDONESIA 

9,600 

52 

MEXICO 

8,500 

102 

THAILAHD 

40,000 

733 

DATA:  L.M.  ERICSSON,  BW 


donesia,  there's  a 
1,200-person  waiting 
list  for  new  cellular 
phone  numbers.  Just 
as  in  New  York  or  Los 
Angeles,  cellular  phone 
users  find  that  their 
cells  are  crowded  by 
other  callers.  "For  ev- 
ery 10  times  we  dial, 
we  get  through  twice," 
grouses  Hashim  Djojo- 
hadikusumo,  president- 
director  of  P.  T.  Semen  Cibinong,  a  ce- 
ment producer  in  Jakarta. 
DIALING  DENSITY.  The  long-term  remedy 
for  overcrowded  airwaves — in  all  na- 
tions— may  be  the  personal  communica- 
tions network,  or  PCN.  It's  a  cellular  sys- 
tem that  will  pack  many  more  channels 
into  the  same  radio  frequency  and  that 
allows  for  cheaper,  smaller  phones.  Al- 
though PCN  is  being  developed  as  a  sup- 


plement for  wire  networks  in  Britain  and 
the  U.  S.,  it  could  substitute  for  conven- 
tional phones  in  developing  countries. 
Once  the  cost  drops,  PCNs  could  enable 
Third  World  countries  to  leapfrog  sever- 
al generations  of  phone  technology,  says 
Rod  Olsen,  finance  director  of  Britain's 
Cable  &  Wireless  PLC. 

For  now,  the  world  is  still  full  of  talk- 
ers without  phones.  That  will  keep  cellu- 
lar suppliers  on  the  road  for  years  to 
come.  "T  think  I'll  be  going  to  Eastern 
Europe  next  month,"  says  a  weary  Rob- 
ert Broz,  president  of  Cellular  Informa- 
tion Systems  Inc.,  a  New  York-based  cel- 
lular operator.  He  just  left  Mexico  after 
losing  a  bid  for  new  franchises.  And  af- 
ter Eastern  Europe?  "Maybe  South 
America."  Cellular  has  become  a  global 
race — but  one  without  a  finish  line. 

By  Stephen  Baker  in  Mexico  City,  with 
Sally  Gelston  in  Jakarta,  Jonathan  Kap- 
stein  iyi  Stockholm,  and  bureau  reports 


IGHTING  FOR  FRANCHISES  WHERE  NO  PHONE  HAS  GONE  BEFORE 


I  Bombay  and  New  Delhi,  busi- 
lesses  employ  full-time  workers 
ust  to  place  calls  across  town.  A 
years  ago,  Indian  business  leaders 
lerate  for  better  phone  service  pro- 
id  citywide  cellular  systems  and  of- 
d  to  pay  for  them  through  private 
I  issues.  Executives  of  Motorola 

and  Sweden's  L.  M.  Ericsson 
ght  they  had  sure  sales.  But  Tele- 
munications  Secretary  Sam  Pitroda 
ed  the  plan  down  flat,  deriding  cel- 
•  phones  as  "toys  for  the  rich." 
lat's  only  one  of  the  land  mines 

Motorola  and  archrival  Ericsson 
!  stumbled  on  as  they  battle  each 
r  to  market  cellular  phone  equip- 
t  in  countries  with  rotten  wire  net- 
ts.  In  addition  to  populist  bureau- 
3,  they  face  protectionism,  graft, 
rity  concerns,  and  most  of  all,  a 

of  money.  "The  demand  in  these 
ss  is  enormous,"  says  Kurt  Hell- 
m,  Ericsson's  division  president  for 
D  and  cellular  systems.  "But  when 
look  at  the  feasibility  of  funding, 
small."  And  lending  agencies,  such 
le  World  Bank,  seem  to  take  a  dim 
'  of  cellular  projects:  "The  authori- 
still  consider  cellular  systems  to  be 
ippie  thing,  even  though  we  keep 
ting  out  the  connection  between 
communications  and  economic 
vth,"  Hellstrom  says, 
"onyism  or  the  appearance  of  it  is 
;her  common  problem.  The  fran- 
'i  to  operate  a  cellular  system  in 
irta  was  awarded  last  year  without 
ing  or  explanation  to  a  group 
ed  by  a  son  of  President  Suharto. 
VIexico,  bidders  for  cellular  fran- 


chises in  eight  cities  filed  applications 
that  in  some  cases  topped  1,000  pages. 
Yet  the  awards  last  month  were  made 
without  explanation.  While  American 
companies  including  Motorola  fared 
well,  two  franchises  went  to  groups 
that  included  Alejo  Peralta,  the  politi- 
cally connected  businessman  who  won 
the  Mexico  City  concession  last  year 
without  competition.  Losers  were  left 
fuming — but  quietly,  because  the  gov- 
ernment is  dangling  consolation  prizes 
in  paging  systems  and  cable  TV. 
On  top  of  everything  else,  the  Third 


World  cellular  market  remains  relative- 
ly small.  Ericsson  and  Motorola  may  be 
going  at  each  other  all  over  the  globe, 
but  they  are  earning  their  cellular 
phone  profits — about  $400  million  be- 
tween them  last  year — mainly  in  the 
U.  S.,  Europe,  and  Japan.  Ericsson 
says  that  sales  to  developing  nations 
accounted  for  less  than  10%  of  its  $900 
million  cellular  equipment  revenue  last 
year.  The  proportion  is  similar  for  Mo- 
torola, whose  cellular  gear  revenues 
were  about  $1.6  billion  last  year,  esti- 
mates Andrew  J.  Kessler,  a  Morgan 
Stanley  &  Co.  analyst.  Japan's  NEC 
Corp.  is  a  distant  third  in  developing- 
country  markets. 

PAGODA  BOOTHS.  Yet  Ericsson,  Motor- 
ola, and  NEC  are  pushing  hard  and  be- 
coming adept  at  maneuvering  in  the 
Third  World.  To  win  deals,  they  often 
have  to  throw  in  sweeteners  such  as 
agreeing  to  hire  locals  to  perform  final 
assembly.  And  sometimes  they  have  to 
come  up  with  some  unlikely  products, 
such  as  the  solar-powered  cellular  pay 
phones  with  pagoda-like  roofs  that 
Ericsson  built  for  use  in  remote  vil- 
lages in  Borneo. 

Despite  all  the  frustration,  the  rivals 
are  betting  that  their  early  deals  will 
pay  off  as  business  expands  in  develop- 
ing nations.  "They  make  you  earn  ev- 
ery dollar,"  says  Richard  E.  Sell,  direc- 
tor for  Motorola  Asia  Ltd.  "But 
because  of  the  overwhelming  potential, 
it's  something  you've  got  to  keep  chip- 
ping away  at." 

By  Jonathan  Kapstein  in  Stockholm, 
with  Lois  Therrien  in  Chicago,  Dori  Jones 
Yang  in  Hong  Kong,  and  bureau  reports 
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conomics 


EST  RATES  I 


NO  CHEERS  FOR 

IE  HIGH  COST  OF  CASH 


nomists  say  elevated  rates  reflect  growing  global  productivity 


tuy  a  Treasury  bill  today,  and  the 
U.  S.  government  will  pay  you  a 
7%%  interest  rate  for  the  privi- 
of  borrowing  your  money.  Had  you 
ht  one  in  1979,  it  would  have  been 
Ah,  the  good  old  days, 
rdly.  The  fact  is,  you're  much  bet- 
ff  today.  That's  because  real  rates 
terest — that  is,  after  subtracting  in- 
'n — are  far  higher  today.  So  lenders 
illy  earn  more  than  they  once  did — 
of  course,  borrowers  pay  more, 
s  been  the  case  for  most  of  the 
1  in  the  U.  S.  and  around  the  world 
t),  and  it's  not  likely  to  change  in 
990s. 

ist  economists  expect  short-term 
rates  of  interest  around  the  world 
,nge  between  3%  and  4%  over  the 
decade.  Add  inflation  in,  and  mar- 
ates  could  easily  be  twice  as  high, 
e  high  real  rates  always  a  bad 
'?  As  economists  like  to  say:  that 
ids.  It  depends  on  whether  you  are 
der  or  a  borrower.  But  more  impor- 
it  depends  on  the  reasons  real  rates 
•emain  high. 

4KING  POOL.  Interest  rates  are  the 

of  money.  Like  other  prices,  they 
ffected  by  the  fundamentals  of  sup- 
md  demand.  If  savings  are  declin- 
real  rates  rise,  because  the  pool  of 
al — the  supply  of  credit — is  shrink- 
But  if  real  rates  are  being  driven 
;r  because  capital  is  being  used 

efficiently,  and  hence  is  in  greater 
.nd  from  investors  eager  to  reap 

returns,  that  can  only  enhance 
th  and  living  standards.  While  fall- 
avings  played  a  part  in  driving  real 

higher  in  the  1980s,  it  is  the  posi- 
force  of  rising  demand  for  credit 
will  keep  rates  elevated  in  the  years 
i.  "In  the  1990s,  high  real  rates  will 
:t  the  growing  productive  potential 

restructuring  we've  seen  in  the 

and  reforms  we're  seeing  over- 
says  J.  David  Germany,  a  senior 
)mist  at  Morgan  Stanley  &  Co. 
e  decade  is  certainly  starting  with  a 
.  Real  rates  for  nine  major  industri- 
itions  could  average  a  hefty  5.6%' 
year,  predict  Robert  J.  Barro  and 
sr  Sala-i-Martin  of  Harvard  Univer- 

This  upward  pressure  is  due  to 


some  special  circumstances.  For  one 
thing,  continued  economic  growth 
around  the  world  is  fanning  fears  that 
high  consumption  and  new  strains  on 
capacity  will  push  prices  higher.  In 
response,  most  central  bankers  have 
been  hanging  tough,  and  rates  have  ris- 
en. True,  Bank  of  Japan  has  resisted 
aggressive  action.  Still,  it  has  been 
forced  to  jack  up  rates — and  may  do  so 
again  soon. 

Because  global  capital  markets  are 
highly  integrated,  there's  some  concern 
that  pressures  in  one  market  can  quickly 
be  felt  in  another.  But  in  at  least  some 
cases,  a  spike  in  real  rates  may  be  a 


rise,  of  course,  it  will  be  clear,  ex  post 
facto,  that  real  rates  weren't  quite  as 
high  as  they  appear  now. 

This  flurry  of  inflation  fears  is  obscur- 
ing the  stronger  forces  of  supply  and 
demand  that  will  ultimately  determine 
the  direction  of  real  rates  over  the  next 
decade.  First,  supply.  On  balance,  econo- 
mists believe  that  savings  worldwide,  or 
the  supply  of  credit,  will  be  flat  to  slight- 
ly stronger  in  the  1990s — thus  providing 
little  reason  for  much  change  in  the  real 
cost  of  money. 

AGING  BOOMERS.  In  the  U.  S.,  savings 
may  indeed  rise.  Some  economists — most 
notably  Edward  E.  Yardeni  of  Pruden- 
tial-Bache  Securities  Inc. — predict  that 
the  personal  savings  rate  in  the  U.  S. 
will  jump  to  10%  in  the  1990s  from  its 
1987  low  of  3.2%  and  its  current  5.7%. 
Aging  baby  boomers,  he  believes,  will 
save  much  more.  Most  experts  aren't 
convinced:  "We  know  that  people  over 
age  65  save  less  and  that  people  under 
age  25  save  less,  but  we  just  aren't  sure 
about  what  happens  to  the  people  in  be- 
tween as  they  age,"  says  Benjamin  M. 
Friedman  of  Harvard  University. 


WILL  THE  REAL  COST  OF  MONEY  STAY  HIGH? 


■65 

▲  PERCENT 


DATA:  MORGAN  SWNliY&  CO.,  BW 


unique  reflection  of  country-specific 
risk.  So  the  effect  may  not  spill  over  into 
other  markets.  Today,  for  instance,  in- 
vestors fear  that  monetary  and  economic 
unification  of  East  and  West  Germany 
will  fan  inflation  there.  Market  rates  al- 
ready have  shot  up  to  near  9%,  more 
than  5  percentage  points  above  the  cur- 
rent inflation  rate.  Economist  David  H. 
Resler  of  Nomura  Securities  Internation- 
al Inc.  argues  that  investors  recognize 
the  inflation  threat  to  the  German  econo- 
my and  have  driven  returns  higher  to 
compensate  for  the  risks  they  are  as- 
suming there.  If  German  inflation  does 


Even  if  savings  rise  in  the  U.  S.,  they 
may  fall  in  Japan.  The  personal  savings 
rate  has  already  dropped  from  16.4%  in 
1986  to  14%  in  1989,  and  it's  likely  to 
slide  further  in  coming  years.  The  big- 
gest factor  pushing  the  rate  down  is 
Japan's  aging  population:  By  the  year 
2000,  says  Nomura's  Resler,  Japan's  pro- 
portion of  retirees  will  jump  from  12%  to 
17%.  In  the  U.  S.,  retirees  account  for 
12.7%  of  the  population  today  and  will 
account  for  12.9%  by  2000.  Meanwhile, 
consumption  in  Japan  is  picking  up  and 
may  grow  4%  to  5%  a  year  in  the  1990s. 
For  other  nations,  the  savings  outlook  is 
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At  last... an  offer  you  can  refuse. 


The  tough-minded  strategies  in  Corporate  Restructuring  (053351-2, 
S22.95)  and  The  Mergers  and  Acquisitions  Handbook  (053350-4, 
S69-95)  can  give  your  firm  all  the  options  it  needs  to  survive  and 
prosper  in  the  '90s.  That  includes  the  resources  to  refuse  hostile  offers 
...and  make  them  too.  What  more  could  you  bargain  for? 

At  bookstores,  or  call  toll-free  1-800-2-MCGRAW.  eVifJ 
For  customer  service,  call  1-609-426-7600.  Iiml 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL        IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

-  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg. 170(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


PO  jOX  3021  •  GLEN  ELLYN.  ILLINOIS  60138 


For  More  Dctatis 
Cull  70S  690-0010 
Peler  Roskam 
Exetulive  Dtreclur 


mixed,  although  Friedman  expects  ne 
savings  in  Eastern  Europe  as  econonr 
reforms  spur  growth,  boost  income 
and  provide  savings  incentives. 

What's  certain,  though,  is  that  stror 
demand  will  keep  the  after-inflation  co 
of  money  high.  "There's  a  tremendoi 
pent-up  demand  for  funds  to  undertal 
economic  rebuilding  in  Eastern  Europe  , 
says  Morgan  Stanley  economist  Steph( 
R.  Waite.  Estimates  of  the  resources 
quired  range  from  large  to  gargantua 
The  cost  of  reunifying  Germany  alon 
including  both  public  and  private  spen 
ing,  could  top  $500  billion,  althou^ 
some  estimates  have  been  lower.  Ai 
bringing  living  standards  in  all  of  Ea: 
em  Europe  up  to  levels  prevailing 
Western  Europe  could  cost  $6  trillion 


Corporate  makeovers  aroun 
the  world  will  spur 
economic  growth  and  keep 
credit  demand  high 


$12  trillion  over  the  decade,  says  Cathe 
ine  McDonough,  an  economist  at  Merr 
Lynch  Capital  Markets. 

Demand  should  remain  healthy  in  tl 
rest  of  the  world  as  well.  In  the  U.  - 
say  Morgan  Stanley  economists,  yea: 
of  corporate  restructuring  have  ma( 
companies  more  productive  and  mo: 
profitable.  That  means  returns  on  inveJS: 
ment  have  risen,  and  that  was  reflect( 
in  rising  stock  prices  for  most  of  tl 
1980s.  In  a  recent  study,  Harvarc ' 
Barro  and  Sala-i-Martin  take  stock  prici 
as  a  proxy  for  world  demand  for  cred 
They  conclude  that  rising  marke 
around  the  world  indicate  that  the  pr 
ductivity  of  capital  was  increasing.  Ar 
it  is  this  increase  in  productivity  th, 
caused  most  of  the  climb  in  real  rates 
the  1980s. 

Granted,  the  U.  S.  market  is  abo; ' 
where  it  peaked  in  1987,  and  the  Tob 
market  has  tumbled.  But  economists 
lieve  that  recent  corporate  restructiFS 
ings  in  the  U.  S.  and  imminent  ones 
Europe  will  continue  to  yield  new  ef 
ciencies  and  spur  economic  growth.  Th 
would  keep  demand  for  credit  high  ai 
real  rates  close  to  47f. 

It's  a  far  cry  from  the  1970s,  wh^^^. 
financial  regulation  kept  a  lid  on  nomih 
interest  rates  and  real  rates  turned  ne^ 
ative  as  inflation  galloped  along.  F 
now,  it  looks  as  if  real  rates  will  be  hi} 
in  the  1990s  for  all  the  right  reasor 
Remember  that  the  next  time  you  win 
at  your  mortgage  rate. 

By  Karen  Pennar  in  New  Yo 
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dl  800 AVATS  services 
are  created  equal, 


fonview/fon-vyu  n.  l.US  Sprint's  smart  way  to  save 
on  800AVATS  service.  2.  An  analytic  software  package 
that  saves  time  and  money  3.  The  most  comprehensive 
call  management  program  designed  for  a  PC. 


et  witt 


Introducing  FONVIEW-^" 
m  US  Sprint®  It  eliminates  all 
)se  hours  sifting  through  pages 
^OO/WATScaU  detail  reports, 
aves  you  money  by  pinpointing 
'  smartest  ways  to  utilize  these 
vices. 

It's  the  most  comprehensive 
1  management  program 
signed  for  a  PC.  Virtually  any  PC 
t'sIBM*compatible. 

You  can  store  the  equivalent 
1 1,000  page  phone  bill  on  a 
gle  floppy  And  do  a  week's 
rth  of  billing  analysis  in  a  single 
imoon. 

So  fill  out  the  coupon  and 
it  to  us  for  a  fi'ee  floppy  demon- 
ition_diskorcalll-800-877-2000. 

FONVIEW  It's  one  new 
gram  you  won't  want  to  miss. 

It's  a  new  world!" 


US  Sprint 


For  a  free  FONVIEW  demonstration  disk: 

FAX  1-800-366-3295 


Name. 


.  Title - 


Company- 


Average  monthly  phone  bill- 
Address  


City/State/Zip. 
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US  Sprint  Communications  Company  Limited  Partnership  *IBM  is  a  registerpd  trademark  of  International  Business  Machmes, 


HEALTH  I 


THE  DIET  B'ISINESS 
1AKES  IT  C  i  THE  CHINS 


It's  under  govei  miient  scrutiny  for  hype  and  misleading  ads 


In  the  two  years  since  talk-show 
queen  Oprah  Winfrey  announced  to 
the  world  that  she  had  lost  67  pounds 
using  a  powder  called  Optifast,  the  diet 
industry  has  been  in  heaven.  It  has  been 
expanding  at  a  rate  of  157"  a  year,  and 
revenue  last  year  topped  a  fat  $3  billion. 

But  the  current  diet  boom  may  be 
nearly  over:  Dieters  and  government  of- 
ficials are  starting  to  scrutinize  diet 
practices.  If  times  get  rough  for  the  diet 
business,  the  industry  may  well  have 
only  its  own  heavy  marketing  to  blame. 
EXERCISING  RIGHTS.  The  surest  sign  that 
the  business  has  reached  one  of  its  peri- 
odic peaks  is  the  series  of  hearings  Rep- 
resentative Ron  Wyden  (D-Ore.)  opened 
late  in  March.  Their  focus:  the  hype  in 
the  industry  and  the  need  for  regulation. 
Reporters  and  spectators  jammed  Wy- 
den's  committee  room  on  Capitol  Hill  to 
hear  testimony  on  exotic  pills  known  as 
"fat  magnets,"  the  efficacy  of  doctor- 
administered  diets,  and  the  stories  of 
people  such  as  Sherri  Steinberg.  A  Flori- 
da homemaker,  Steinberg  claims  that  be- 
cause of  a  diet  she  started  at  Nutri/ 
System,  a  national  chain,  her  weight 
dropped  so  fast  that  she  developed  a 
serious  gallbladder  disease.  "This  has 
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1989  revenues:  $1.3  billion  f 
Sells  low-key  approach  to  dieting 

HUTRI/SYSTEM  IHC. 

1989  revenues:  $764  million  f 
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DIET  CEHTER  IHC. 
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THOMPSOH  MEDICAL  CO. 

1989  revenues:  $260  million  * 
Mass-marketer  of  Slim-Fast  powder 

SAHDOZ  HUTRITIOH  CORP. 

1989  revenues:  $120  million  * 
Sells  Optifast  through  hospitals 

flncludes  franchisee  revenues  *Est 
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been  a  nightmare,"  said  a  sobbing  Stein- 
berg at  the  hearing  on  Mar.  26. 

Steinberg  isn't  alone:  18  other  Florida 
women  have  filed  similar  charges 
against  Nutri/System  Inc.  The  Philadel- 
phia-based company  is  fighting  back:  It's 
stating  in  a  national  ad  campaign  that 
dieters  get  gallbladder  disease  from 


their  obesity,  not  from  its  closely  supe 
vised  diet  programs.  Nutri/System  all 
says  it  supports  regulation. 

Nutri/System  probably  won't  be  tl 
only  diet  operation  to  come  under  attac 
Wyden  has  scheduled  more  hearings  ( 
the  problems  users  of  clinic-administer( 
and  mass-market  powders  have  in  kee 
ing  off  weight.  So  more  companies  mi 
well  wind  up  running  such  ads. 

That  would  be  quite  a  switch  from  tl 
exuberant  marketing  that  diet  comp 
nies  devised  to  cash  in  on  Winfrej 
praise  for  Optifast.  Made  by  the  SwiH 
company  Sandoz  Ltd.,  Optifast  is  admi 
istered  in  liquid  form  to  obese  dieters 
hospitals  as  a  substitute  for  solid  foo 
Winfrey's  success  produced  a  boom  f  ^ 
hospital  diet  programs  and  the  powde 
they  use — not  just  Optifast  but  othe 
such  as  Jason  Pharmaceuticals'  Mei 
fast.  "We  had  500  calls  the  day  Opn 
talked  about  her  diet,"  says  Leslie  Kai  | 
director  of  the  preventive  medicine  c 
ter  at  Graduate  Hospital  in  Philadelph: 
UNTAPPED  MARKET.  Although  Oprah  w 
never  paid  to  push  Optifast,  rivals  ha 
signed  up  their  own  celebrities.  Tl 
most  aggressive  is  Thompson  Medk  i{| 
Co.,  maker  of  Slim-Fast  and  Ultra  Slii 
Fast,  powders  dieters  buy  in  supermj 
kets  to  mix  in  milk.  Thompson's  chi 
executive,  S.  Daniel  Abraham,  has  d' 
bled  Slim-Fast  ad  spending  in  the  l 
year,  to  $25  million.  It's  all  mostly 
show  celebrities  such  as  the  Los  Angel 
Dodgers  once-chunky  manager,  Tom; 
Lasorda,   testifying  that  Slim-F; 
worked  for  them.  The  endorsements 
a  new  market,  since  men  make  up  o: 
10%  of  those  on  commercial  diets.  Ab: 
ham  claims  the  number  of  Slim-Fast 


APPEALING  TO  THE  MASSES 


Since  5  out  of  1 0  dieters  drop  out  of  commercial  diet  programs  within  six  weeks, 
diet  companies  need  heavy  mass  marketing  to  keep  attracting  big  numbers. 
Celebrity  endorsements  and  "before  and  after"  ads  are  favorite  strategies 
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Northwest  Airlines  and 
American  Express® 
are  worl<ing  togettier, 
worldwide,  to  make  every 
business  trip  you  take 
easy  satisfying  and  successful. 

With  Northwest  flights  to  over 
220  cities  in  20  countries,  and 
a  network  of  over  1500  American 
Express  Travel  Service  Officesf 
we're  each  dedicated  to  serving  you 
from  the  moment  you  leave  until 
you  come  home  again. 

So  the  next  time  you  travel  for 
business,  call  your  travel  agent 
or  Northwest  and  use  the  American 
Express  Card.  Together,  we  mean 
business. 
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ers  doubled  to  20  million  last  year. 

The  surge  of  interest  in  the  powders 
has  also  benefited  the  companies  run- 
ning diet  centers,  where  the  overweight 
get  advice  on  meals  and  encouragemer . 
from  other  dieters.  The  centers  h-ive 
trotted  out  their  own  celebs,  tripling 
their  ad  spending  since  1987,  to  mil- 
lion. Weight  Watchers  Internat'  >iial,  the 
biggest  operator,  has  Brif  \,  actress 
Lynn  Redgrave,  while  Die:  (  enter  Inc. 
has  television  star  Susan  .^amt  James. 

Some  of  the  most  ef feijtive  marketing 
comes  from  Nutri/System,  which  A. 
Donald  McCulloch  Jr.,  a  former  market- 
ing executive  at  Pizza  Hut  Inc.,  bought 
with  some  colleagues  in  1986.  It  uses 
black  and  white  "before  and  after"  ads 
to  show  how  customers  have  shed  their 
fat.  It  also  buys  local  radio  time,  then 
offers  free  Nutri/System  diet  programs 
to  the  station  disk  jockeys:  The  deejays 
chatter  about  the  weight  they  lose  and 
the  tastiness  of  the  pre-packaged  Nutri/ 
System  foods  that  dieters  must  buy. 
NEW  MONEY.  The  Strategy  seems  to 
work.  Privately  held  Nutri/System  says 
its  corporate  sales  have  doubled  between 
1987  and  1989,  to  $433  million,  and  that 
its  operating  margins  top  20%.  Such  re- 
turns have  attracted  new  money.  Bear, 
Stearns  &  Co.  and  New  York  Life  Insur- 
ance Co.,  for  example,  have  joined  a  Bos- 
ton investment  firm  to  put  about  $50 
million  into  Jenny  Craig  Inc.,  a  Los  An- 
geles chain  of  weight-loss  centers. 

Recently,  conditions  in  parts  of  the 
business  have  tightened.  News  that 
Oprah  Winfrey  gained  back  18  pounds 
has  helped  slow  growth  in  the  expensive 
hospital-based  programs.  Now,  these 
companies  are  using  Wyden's  hearings 
and  news  of  the  suits  against  Nutri/ 
System  as  a  chance  to  market  their  own 
integrity.  Health  Management  Re- 
sources, maker  of  a  nutrition  powder, 
actually  held  a  press  conference  in  New 
York  to  warn  that  storefront  diet  cen- 
ters "may  be  unsafe  for  the  30  million 
Americans  who  are  obese"  and  who  may 
need  medical  supervision. 

More  established  companies  such  as 
Weight  Watchers,  which  has  had  few 
problems  with  regulators  or  disgruntled 
customers,  are  also  calling  for  better 
regulation.  Says  Charles  M.  Berger, 
chief  executive  of  Weight  Watchers: 
"This  business  has  been  a  little  like  the 
'80s  on  Wall  Street.  The  methods  have 
become  more  and  more  extreme."  Some 
critics  suggest  barring  "before  and  af- 
ter" ads,  arguing  that  they  imply  unreal- 
istically  large  weight  loss  for  everyone. 
Critics  alsvj  Mill  for  more  monitoring  of 
dieters  witi;  obesity-related  illnesses, 
and  for  boosU;;  ■  the  standards  for  diet 
program  admi  istrators.  Such  rules 
could  improve  ti  health  of  an  industry 
that  has  started  U;  look  a  little  pale. 

By  Joseph  Weber  in  Philadelphia 


TRAILBLAZER:  PFEIFFER'S  SEMICONDUCTING  WAFERS  MAY  LEAD  TO  ULTRA-EFFICIENT  LASERS 


THE  BURNING-BRIGHT 
FUTURE  OF  LASERS 


New  teclmologies  make  them  smaller,  stronger,  and  cheaper 


\ 


It's  a  dusty  morning  at  the  El  Paso 
border  crossing.  A  U.  S.  Customs 
Service  inspector  aims  a  handheld  la- 
ser range  finder  inside  a  loaded  tractor- 
trailer.  As  a  thin  beam  of  light  reflects 
off  the  far  end,  the  device  calculates 
that  the  inside  of  the  trailer  measures 
two  feet  shorter  than  the  exterior.  When 
the  officer  checks,  he  finds  a  false  wall 
at  the  front  end  of  the  trailer,  though 
this  time  it's  empty  of  contraband. 

The  instrument,  one  of  a  handful  that 
customs  inspectors  are  using  to  improve 
border  checks,  epitomizes  the  stunning 
new  advances  in  laser  technology.  Inside 
the  Customs  Service's  ranging  device  is 
a  tiny  diode  laser,  no  bigger  than  a  grain 
of  salt.  Diode  lasers,  which  use  electric- 
ity to  produce  light  from  semiconductor 
materials  such  as  gallium  arsenide,  were 
invented  in  the  1960s  and  today  are  at 
the  heart  of  compact-disk  players  and 
the  phone  companies'  fiber-optics  net- 
works. But  now,  much  more  powerful 
diode  lasers  are  being  perfected  for  use 
in  everything  from  projection  TVs  to 


scalpels.  They  may  also  begin  to  replac 
much  larger  lasers — which  use  a  beai 
emitted  by  dyes  or  charged  gases  sue  j| 
as  argon  or  carbon  dioxide — for  cutting 
welding,  and  other  industrial  jobs.  "D 
ode  lasers  are  going  to  replace  gas  li 
sers  as  transistors  did  vacuum  tubes, 
says  University  of  Florida  physicist  P(  j 
ter  S.  Zory.  The  advances,  analysts  sai 
will  help  double  the  $880  million  last 
market  by  1995. 

QUANTUM  LEAP.  The  first  diode  lasei 
generated  light  by  driving  currer 
through  gallium  arsenide.  Then,  sciei 
tists  at  AT&T  Bell  Laboratories  tried 
ternating  the  gallium  arsenide  and  u 
trathin  layers  of  aluminum  galliui 
arsenide.  That  created  a  region  betwee 
the  layers  called  a  "quantum  well, 
where  electrons  were  so  closely  packe 
that  the  device  used  less  energy  to  em 
light.  The  technology  was  so  difficult  t|' 
perfect  that  only  recently  have  the  fir! 
quantum  well  lasers  appeared  in  th 
marketplace. 
But  it  was  worth  the  wait.  Quantui) 
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diode  lasers  convert  electricity  to 
at  up  to  60%  efficiency,  vs.  10%  for 

■  diode  lasers.  The  greater  efficiency 
IS  there's  less  heat  generated.  So 
ig  the  laser  isn't  an  issue,  and  that 
;s  battery-powered  operation  feasi- 
[n  general,  "everything  is  improved 
factor  of  10  with  quantum  technol- 
'  says  the  University  of  Florida's 

And  like  earlier  diode  lasers,  the 
tum-well  variety  can  be  mass-pro- 
i  with  semiconductor  manufactur- 
echniques.  Besides  American  Tele- 
e  &  Telegraph  Co.,  a  handful  of 
ler  U.  S.  companies,  Europe's  Phil- 
ind  dozens  of  Japanese  companies 
begun  developing  quantum-well  la- 
And  next  year,  AT&T  will  begin  in- 
ng  quantum  diode  lasers  in  its  net- 
.  Since  they  can  be  switched  on  and 
twice  as  fast  as  existing  lasers, 
11  double  the  number  of  long-dis- 
I  calls  that  can  be  delivered  over  a 
e  optical  fiber. 

w,  the  quest  is  for  more  powerful 
lasers.  In  January,  Sony  Corp.  un- 
1  a  three-watt  diode  laser — 50  times 
ger  than  the  lasers  used  in  CD  play- 
To  get  even  more  power,  Sony, 
,  and  others  have  assembled  clus- 
of  the  diodes  into  laser  arrays  that 
rate  up  to  10  watts  of  power — 
gh  to  make  them  practical  for  satel- 
ommunications,  for  example, 
r  ADJUSTMENTS.  In  the  near  future, 
.rchers  also  expect  to  make  arrays 
rating  hundreds  of  watts  that  can 
;ed  for  low-cost  cutting  and  welding 
.  Others  are  coupling  diode  lasers 
crystals  such  as  yttrium  aluminum 
3t  that  can  store  light,  releasing  it 
werful  bursts.  These  matchbox-size 
linations  may,  for  instance,  replace 
rilliant  bulbs  used  in  film  projectors 
le  gas  lasers  some  surgeons  now 
IS  scalpels. 

sides  striving  for  higher  power  lev- 
•esearchers  are  trying  to  fine-tune 
ight  frequency  a  laser  emits.  Most 

■  lasers  produce  a  broad  spectrum 
ght,  making  them  unsuitable  for 
1  data  storage  and  medical  uses 
require  single-frequency  light.  Now, 
tists  at  such  places  as  the  David 
Dff  Research  Center  in  Princeton, 
,  and  Massachusetts  Institute  of 
nology's  Lincoln  Laboratory  have 
lined  quantum  technology  with  chip 
;ns  that  emit  light  at  a  single  fre- 
cy.  The  electronics  needed  to  handle 

light  are  easier  and  cheaper  to 
:  with,  says  Michael  Ettenberg,  the 
off  Center's  director  of  optoelec- 
cs  research.  These  advances  hold 
iOtential  for  laser-driven  cable  televi- 
networks  that  would  mix  light  of 
J  frequencies  on  the  same  fiber-op- 
ible,  providing  up  to  200  channels, 
)ared  with  40  to  80  today, 
ode  laser  makers  also  are  experi- 


menting with  materials  that  produce 
light  with  a  very  short  wavelength,  the 
key  to  new  medical  uses  such  as  dissolv- 
ing blood  clots  without  surgery.  Most 
diode  lasers  emit  light  at  a  relatively 
wide  830  nanometers,  or  830  millionths 
of  a  meter.  By  tinkering  with  the  materi- 
als, NEC  Corp.  has  produced  diodes  that 
radiate  light  at  646  nanometers. 

Short  wavelengths  also  hold  great 
promise  for  optical  computer  disk  drives 
and  CD  and  videodisk  players.  "As  the 
wavelength  is  reduced,  there's  greater 
recording  capacity,"  says  Randy  Gliss- 
mann,  strategic  planning  manager  at  La- 
ser Magnetic  Storage  International  Co. 
At  530  nanometers — something  still  con- 
sidered several  years  away — "we  get 
four  times  the  storage  capacity  over 
what  we  have  right  now,"  he  adds. 


That  may  be  just  the  beginning.  At 
Bell  Labs,  a  research  group  led  by  David 
Gershoni  and  Loren  Pfeiffer  is  develop- 
ing "quantum  wire"  technology  (dia- 
gram). Using  a  technique  from  the  semi- 
conductor industry  called  molecular 
beam  epitaxy,  or  mbe,  the  researchers 
build  up  alternating,  ultrathin  layers  of 
gallium  arsenide  and  aluminum  gallium 
arsenide.  Next,  to  create  the  quantum 
wire,  they  slice  the  material  vertically, 
turn  its  exposed  side  up,  and  begin  build- 
ing new  layers  perpendicular  to  the  old 
ones.  The  result:  an  ultra-efficient  laser. 
With  quantum-wire  technology,  "we  be- 
lieve all  the  physics  of  lasers  will  be 


'Diode  lasers  are 
going  to  replace  gas  lasers 
as  transistors  did 
vacuum  tubes' 


improved,"  says  David  V.  Lang,  director 
of  the  solid-state  electronics  lab  where 
the  work  was  done. 

It  will  be  years  before  the  first  quan- 
tum-wire lasers  emerge  from  the  labora- 
tory. But  in  the  meantime,  the  recent 
advances  in  quantum-well  lasers  are  stir- 
ring new  interest.  Coherent  Inc.,  which 
makes  large  argon  and  carbon  dioxide 
gas  lasers,  and  Candela  Laser  Corp.,  a 
pioneer  in  dye  lasers,  are  developing 
new  diode  lasers.  And  investors  like  the 
timing.  "We  feel  there's  now  something 
that  broadens  the  market,  and  we'd  like 
to  be  part  of  it,"  says  Jess  L.  Belser, 
president  and  chief  executive  at  Roth- 
schild Ventures  Inc.  The  venture  capital 
firm  recently  put  up  $500,000  to  help 
fund  a  diode  laser  startup,  Micracor  Inc., 
that  will  make  lasers  for  a  variety  of 


uses,  such  as  replacing  the  tubes  in  pro- 
jection TV  sets. 

The  newest  laser  technologies  will  re- 
quire further  development.  And  many 
sell  for  as  much  as  $700  a  watt,  well 
above  the  $100  a  watt  for  older  gas  la- 
sers. Still,  efficient  production  tech- 
niques have  cut  the  cost  of  quantum- 
well  diodes  by  half  in  the  past  two 
years.  And  Lincoln  Laboratory  has  de- 
signed lasers  that  join  an  inexpensive 
diode  with  a  crystal  to  generate  0.1  to  2 
watts  of  single-frequency  light,  making 
such  lasers  feasible  for  detecting  wind 
shear  for  commercial  airliners,  for  exam- 
ple. "The  cost  to  manufacture  these 
should  be  no  more  than  a  few  dollars 
each,"  says  Aram  Mooradian,  head  of 
Lincoln's  quantum  electronics  group. 
That  raises  the  possibility  of  eventually 
producing  small  but  powerful  lasers  the 
way  semiconductor  companies  churn  out 
microchips — by  the  millions. 

By  Gary  McWilliams  in  Boston,  unth 
Neil  Gross  in  Tokyo  and  Richard  Brandt 
in  San  Francisco 
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u 


Corporate  America's  Best  Selling 
Video  Series  on  customer  service 
and  telephone  skills. 

FREE  CATALOG 
1-800-882-9911 

12119  St.  Charles  Rock  Rd.,  St.  Louis, 
MO  63044 


/6et  your  product  oi^ 
tv/radio  talk  shows 

The  perfett  addition  to  your  promo- 
tional mix  for  product  breakthroughs, 
new  produns,  line  extensions  and  serv- 
ices. Newspapers  and  magazines,  too 

The  Franic  Promotion  Corp. 

60  East  42nd  Street,  Suite  2119 
New  York,  NY  10165 

V         (212)  687-3383 


Business  Opportunities 


INPEX  VI 

NEW  PRODUCT  IDEAS  FOR  SALE, 
LICENSE,  DISTRIBUTION. 

500  inventcns/new  pfoducts  expected  at  infl 
trade  show  May  3-5,  1990,  PgH  INPEX  •  BW, 
701  Smithfield  Street  Pmsburgh.  PA  15222, 
(412)  288-1343,  FAX  #  (412)  288-1354 


All  New  1990  FRANCHISE 
Annual  Directory. 

Fully  describes  over  5,600  Franchisors  In- 
cludes Handbook  section  concerning  what 
you  should  know  before  entering  Franchise 
agreement  (Our  21st  Year)  344  pages 
$34  95  -I-  $5  00  postage  &  handling  Monev 
back  guarantee  INFO  FRANCHISE  NEWS 
728  B  Center  Street.  Lewislon,  NY  14092 


Business  Services 


INCORPORATING?  ^,g|E 

It's  essy  in  Delaware  or  any 
state  with  our  fast,  reliable, 
inexpensive  service  For  tree 
information  call  toll  free 
(800)441-4303.  or  write: 

CORPORATE  AGENTS,  INC. 

Department  WS,  Box  1281 
Wilmington,  DE  19899 


FOR  THE  BEST  IN  CORPOR,4TE 

CANDIDS 
CALL  TOLL  FREE:  1-800-666-4056 

•  Corporate  Gatherings 

•  P/R  Events 

•  Trade  Associations 

•  Conventions 
Robert  Knowles,' 

Knowles  Photographic  Services 
525  tllcndale  Avenue/ 
R>e  Brook  N\  10573 


Financial  Services 


UNLIMITED  CORPORATE 
FINANCING  AVAILABLE 


Competitive   Hales   and  Terms 


Debt   re-structuring.     Merger,  Expansion 
Acquisition,    Retire   DeOl,    Cut  Debt  Ser- 
vice,  Leasing,  Chapter  7  or  11  Wespec 
laJiie  in  mid-market  corporations 
Prolessjonai    Relerrais  Invited 


CorDorate  Financial  Resources, 

400  £.  Beverly  Dr..  Suite  214, 

Beverly  Hills.  CA  90212 
usa-idaV  " 


Ph.  1-aoo-i 


FX  1-617-337-1640 


Fotus  Your  Trading  With 

STOCKVISIONSM 

THE  PROFESSIONAL  INFORMATION 
NETWORK  FOR 
PRICING  BIG  BOARD  STOCKS 

CALL  1-900-VISIONS 

1  t  :30  a.m,  ond 

2  30p  m  EST.  1-900-847-466] 

STOCK  TRADING  SITUATIONS  DIRECT  FSOl 
NEW  YORK  EXCHANGE  FtOORS  AND  MAJOl 
DESKS 

Touchtone  Dial  $1  75  Toll  Per  Minute 


Employment  Opportunity 


ALASKA 
SUMMER  EMPLOYMENT 

$5,000+/month!  8,000  openings. 
Free  iransponaiion!  Room  &  Bean 
No  exper.  necessary.  Male/Fema]e|*|iB 
Send  S6.95  to  M&L  Research, 
Box  84008-W,  SeaiUe,  WA  98124! 
30  Day  Money  Back  Guarantcej 

Business  Opportunities 


1  900  MILLION  DOLLAR 
OPPORTUNITIES 
Learn  how  you  can  jump  in  on  the 
exploding  900  telecommunicationa 
business  from  the  nation's  leadingT 
authority.    Call  1-900-USA-INFo| 
(872-4636).  Only  $2  1st  minute,  $l| 
each  additional  minute. 


Education/Instruction 


ELIMINATE  NEGATIVES 
DEVELOP  POSITIVES 

Rapid  World  Changes  Create  Ctiallenge: 
A  Step  By  Step  Guide  To  Achieving  Bot 
Personal  &  Business  Success  $19.95  ^ 
$2  50  Shpg  &  Hndig  Ca  Tax  067S 
Success  Guides,  21115  Devonshire  St' 
Suite  450,  Chatsworth,Ca  91311 


I 


BadcSaver  ..ffiJ^'J^ 

53  Jeffrei  Ave.  Dept.  BW-25.  Hollislon.  HA  01746 
In  MA  508-429-5940 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


HiARmrm 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Business  Software 


Four  billion  new  ways 
to  manage  your  business 

Tour  contacts  are  your  business.  When  you  manage  them  efficiently  with 
I  regular  correspondence,  tight  follow-up  and  fast  response  time,  your  busi- 
ss  will  profit  and  grow  rapidly.  The  Maximizer  is  InfoWorld's  "Best-In- 
ia.ss"  contact  management  software.  Using  the  blazing  speed  of  Novell's 
rieve®,  it  controls  your  phone  calls,  appointments,  mailouts  and  personal 
cords.  With  over  four  billion  definable  categories.  The  Ma,ximizer  allows  you 

classify  and  sort  unlimited  contacts.  At  a  keystroke,  it  automatically  enters 
ch  category  for  you.  Available  for  LANs. 

See  your  local  dealer  today.  Or        _  ^The 
der  directly  for  only  $295.00 
)m  Richmond  Technologies  & 
)ftware,  420-6400  Roberts  St., 
jmaby,  BC  V5G  4C9.  Tel:  (604)  299-2121  Fax;  (604)  299-6743 


Maximizer 

Contact  Management  Software 


Executive  Gifts 


GUARANTEED- 

■  LOW  PRICES 

•  ON-TIME  DELIVERY 

.  SERVICE  &  SATISFACTION 

FREE  Catalog 
lealuring  hundreds  of 
count  ad-speclalty  items 
::aM  1-600-722-5203 

in  Wl  (414)  236.7272 


11  Kelson 
i  S  Marketing 


IkCORPORATE 

%  Tits 

WL       (150  PC.  minimunn) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


4. 


Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
Cr  06807 .  U.S.A. 
pt-  BW  (  203)  869  J006 


Computers/  Equipment 


iinmRRYmflC 


NDUSTRIESINC 


Our  I4lh  Year  of  DISCOUNTS 
Computers  and  Cellular  Phones 
Freight  Prepaid — Save  Tax 
Toll  Free  800-231-3680 


TANDY-Radie/haek 


22511  Kacy  Fwy  .  Kaly  (Houilon)  TX  77450 
1-713-392-0747  Fax  (713)  574-4567 


Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Perfortnance 
Ratings  of  all  NYSE 
stocks  show  200  ex 
tremely  vulnerable 
stocks  (rated  8  or  9) 
-including  some  very  j 
famous  names 
which  I  believe  could  ■ 
"take  a  bath."  I'll  rush 
you  the  Performance 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
casts Time  is  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext.  9024, 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY.  11710 


MARTIN  ZWEIG 


Computers/Office  Equipment 


RENTALS 


Also  Available: 

•  IBM  PS/2  •  Compaq 

•  Macintosh  •  Laser  Printers 

•  Laptops    •  Portables 

And  a  host  of  other  peripherals! 


Next  Day  Delivery 
Anywhere  in  the  U.  S.  A. 


Call  Toll-Free 


a  Computer  Heni^ii  800765-4727 


Wine  Cellars 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmExAliscover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

Not  HiMidijuuit' 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

FurVauIt  holds  about 

8  Furs  $3495 

$  1895  j 

Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 
134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Financial  Services 


Frank  Cappiello's  Closed-End  Fund  Digest 


'89  Model  Portlolio 
Results 


Bal. 

29% 

Foreign  101% 

Growth 

42% 

Past  performance  is  no 
guarantee  of  future  results. 


Your  best  source  on  Closed-End  Funds 

•  Management  intetviews  -Complete  charts 

•  Model  portfolios    -Trader's  hotline 

3-month  trial,  $60,  includes  encyclopedic 
Complete  Guide  to  Closed-End  Funds 
1  -year,  $200,  also  includes  institutional 
report  on  global  investing 


800  Garden  St.,  Suite  G-1,  Santa  Barbara,  CA  93101  -  (805)  962-0943 


Computers/Office  Equipment 


tSffAiMA  Dk"  "^^^  SAVINGS! 
iEfM'lVrMni  A         ORDER  TODAY! 

"The  'Great  Deal'  Catalog!"  1-800-729-9000 


XEROX 


635  DIABLO  WIDE  CARRIAGE  DAISYWHEEL 
  PRINTER  WITH  DUAL-BIN  AUTO  SHEET  FEEDER 

•  Print  speed:  55  CPS 

•  255  typestyles  and  15  foreign 
language  daisywheels  witti  10,  12 
15  pilch  S  proportional  spacing 

•  100%  \BM  compatible 

•  Auto  paper  loading 

•  Full  word  processing  capabilities, 
underlining,  bold,  shadow  printing, 
super/subscripting 

•  Letter  quality  pnnter 

•  Max  prim  line  width  13  2"  and 
paper  width  16  5". 

•  Prints  up  to  132  columns 
at  10  CPI. 

•  158  columns  at  12  CPI. 

•  197  columns  at  15  CPI. 

•  Snap  in  IBM/Centronics  interface  cartridge 
(with  cable)  for  instant  compatibility  with  most 
microcomputer  systems 

•  Ouiet  operation,  noise  level  only  56  dBa 
-  Can  operate  on  1 10/220  VAC  50/60  Hz 

•  Printer  weight  30  lbs 
Dual  Bin  Sheet  Feeder: 

•  Diablo  F52  dual  bin  sheet  feeder  with 
240  sheet  capacity  •  lulodel  #  635 

•  90  Day  Warranty!  •  Factory  New  &  Perfect 


Mfr  Sugg.  Retail 
$1,890.00 


DAMARK  PRICE: 


^5399 


99 


Item  No  B-1 981 -135350 
Insured  Ship/Hand  $40  00 


FOR  FASTEST 
SERVICE  CALL 
TOLL  FREE 

□  Check/H^O 
i^^^i       □  VISA 

□  Master  Card 

□  Discover 

Customer  Service 
612-566-4940 
DAMARK  INTERNATIONAL, 


1-800-729-9000 

Please  send  me  Xerox  Diablo  Daisywheel 

Printer(s)  @  .$399.99  each,  plus  $40  00  s/h  each 
Item  No,B-1981-135350  MN  res.  add  6%  sales  tax. 
Name  


VISA 


Address   

City.Slate.Zip  . 

Card  No   

Exp  Date  

Signature  


Pfi  #  ( 


INC.  6707  Stiingle  Creek  Parkway,  Minneapolis,  MN  55430 


No*  save  up  to  20% 
on  tliC  family  of  printers 
t^  iat  goes  to  any  lengths 
(or  widths)  to  please  you. 


New  exceptionally  competitive 
prices  can  now  be  added  to  the 
long  list  of  the  IBM  Proprinters 
selling  points. 

The  IBM  Proprintt  r"  laniiK  is  thf 
kin<l  of  laniiK  that  can  t  do  enough  lor  vou. 

\n(l  now.  uitli  their  new  reduced 
|)rices.  current  IBM  Pr()[)rinters  will  do  it 
all  even  more  economically.  From  multi- 
part forms  to  correspondence  and  envelopes 
to  >preadsheets  and  mailing:  laheis.  to  just 
ab(»ut  any  other  printinj^  job. 

Since  all  IVoprint«'rs  share  important 
IBM  eneineeririir  desijfn  innovations,  like 
streamlined  mechanics  and  a  comenient 

i9w<5  o'---:.!?*^;  iraoemai*  aivi  Pn»rif>ie»  rsarr^o^*nai*  of  ime<T.dtonaJ  Bj^  '  i990lBMCofp 


Iront  feed,  thev  can  accommodate  this 
w  ide  range  of  applications  w  ith  exceeding 
ease,  reliahilitv  and  value. 

To  see  wliich  competitivelv  priced 
IBM  f^(t[)rinter  hest  meets  vour  needs,  ask 
\()ur  IIIM  Authorized  Dealer  or  IBM  mar- 
b'ting  representative  to  introduce  you  to 
the  whole  family  and  the  new  prices. 
Call  1  HOO  IBM'-2468.ext.  22f)  for  a 
dealer  near  you. 


evelopments  to  Watc 


ED  BY  NAOMI  FREUNDLICH 

pUILT-FREE 
IPOSABLE  DIAPER? 


Disposable  diapers,  a  bane 
of  environmentalists,  are 
unfortunately  indispensable 
to  many  busy  parents.  So 
each  year,  18  billion  diapers 
end  up  in  landfills.  Some  par- 
ents have  turned  to  so-called 
biodegradable  diapers,  ones 
with  cornstarch  scattered 
throughout  the  plastic  lining. 
But  these  are  controversial: 
The  light  and  air  needed  for 
biodegradation  can't  get  to  them  in  a  landfill.  And  envi- 
lentalists  are  concerned  about  the  byproducts:  myriad  tiny 
ic  pieces  leaching  into  soil. 

new  possibility  is  a  diaper  developed  by  Micro  Vesicular 
;ms  Inc.  (MVS)  a  Nashua  (N.  H.)  subsidiary  of  IGI  Inc.,  a 
ir  of  pet  health  care  products.  According  to  MVS,  the 
act  is  fully  biodegradable  because  it  contains  no  plastic. 
!ad,  the  diaper  is  made  from  an  environmentally  safe 
erabsorber  ultrasponge"  material  that  holds  fluids,  and 
liaper  liners  are  made  from  a  wood-based  material  similar 
lyon  that  is  treated  with  silicon.  But  the  key  to  MVS's 
sponge  diaper  is  an  enzyme  that  begins  degrading  it  24 
s  after  it  gets  wet — even  in  a  landfill.  MVS  has  received  a 
it  for  the  diaper  and  is  now  talking  with  manufacturers 
t  licensing  the  technology. 


E  SUPER  COLLIDER'S  SUPERBUDGET: 
IAN  TO  FILL  THE  GAP 


unch  time  is  coming  for  the  Superconducting  Super  Col- 
ider,  and  we're  not  just  talking  smashing  atoms  together, 
ecent  weeks,  new  estimates  have  put  the  cost  of  the 
moth  machine  at  more  than  $7.5  billion — $3  billion  more 

originally  estimated.  And  work  on  its  powerful  magnets 
nit  technical  snags.  With  scientists  and  Energy  Secretary 
;s  D.  Watkins  ruling  out  design  compromises  to  save 
3y,  congressional  opposition  to  the  project  is  growing. 
!presentative  Robert  A.  Roe  (D-N.  J.)  is  trying  to  reach  a 
le  ground.  A  bill  he  introduced  on  Mar.  27 — and  shepherd- 
irough  his  House  Science  Committee  one  day  later — would 
nit  the  government  to  pay  up  to  $5  billion  for  the  project. 
,s,  where  the  SSC  will  be  built,  has  pledged  an  additional  $1 
n,  leaving  the  Energy  Dept.  to  get  the  remaining  $1.5 
n  from  international  partners  or  other  nonfederal  sources, 
catch:  Most  of  the  funds  from  Roe's  bill  won't  be  released 

the  magnets  prove  their  worth. 


rCHING  A  LITTLE  MORE  SUN 
UND  POWER 


r  years,  researchers  have  tinkered  with  exotic  materials, 
fiirrors,  and  novel  designs  in  an  effort  to  capture  and 
ert  sunhght  into  usable  energy.  Now,  scientists  at  Kopin 
I.  in  Taunton,  Mass.,  and  Boeing  Aerospace  &  Electronics 
;attle  have  come  up  with  a  coin-size  solar  eel!  that  is  twice 
fficient  and  95%  lighter  than  the  solar  collectors  used  on 
y's  satellites. 

le  cell  is  more  efficient  because  it  absorbs  more  light  than 


conventional  cells.  How?  Sandwiching  ultrathin  films  of  galli- 
um arsenide  (GaAs)  and  copper  indium  diselenide  (CIS)  between 
glass  plates  creates  a  top  layer  of  GaAs  that  captures  and 
converts  visible  light  into  electricity  while  a  bottom  layer  of 
CIS  snares  infrared  light  that  slips  through.  Together,  they 
convert  26%  of  the  light  that  hits  the  cell  to  photovoltaic 
electricity,  and  modifications  could  boost  efficiency  to  30%', 
says  Ronald  P.  Gale,  Kopin's  vice-president  for  photovoltaics. 
That's  well  above  the  usual  14%-  efficiency  of  cells  used  in 
existing  satellites.  And  it's  better  than  the  most  efficient  sin- 
gle-layer cells  tested,  says  Gale.  Since  GaAs  is  less  prone  to 
damage  from  outer-space  radiation,  the  cells  also  retain  their 
efficiency  longer  than  conventional  silicon  cells.  For  now,  the 
"cell-wich"  is  strictly  for  space  consumption,  since  the  cost 
would  have  to  be  cut  in  half  to  compete  with  fossil  fuels. 


'RECYCLED'  PAPER  MAY  NOT  BE 
AS  USED  AS  YOU  THINK 


e  careful  when  you  buy  a  product  made  of  "recycled" 
'paper.  A  good  many  papers  marked  that  way  are  made 
largely  from  mill  scraps  or  trimmings  from  processes  such  as 
envelope  manufacturing — leftovers  that  always  have  been  re- 
used. Even  paper  that  meets  the  Environmental  Protection 
Agency's  definition  of  "recycled"  isn't  necessarily  made  from 
fibers  that  have  been  used  and  thrown  away. 

So  Alan  Davis,  president  of  Conservatree  Paper  Co.,  the 
largest  wholesaler  of  recyled  printing  and  writing  paper,  has 
come  up  with  a  ranking  system  for  its  products  to  help  end  the 
confusion.  The  rankings  are  intended  to  let  consumers  know 
which  papers  use  the  most  de-inked  fibers.  The  lowest  rating, 
C-4,  is  for  papers  that  use  no  such  fibers,  while  those  with 
substantial  proportions  of  de-inked  fibers  and  consumer  trash 
paper  earn  the  highest  ratings  of  C-1  or  C-1  +  .  Davis  hopes 
such  a  labeling  system  will  catch  on  and  help  boost  demand 
for  genuine  recycled  paper.  That  would  encourage  mills  to 
install  de-inking  equipment  and  to  buy  wastepaper  that  is  now 
dumped  or  burned. 


A  DRUG  THAT  GETS  HENS 

TO  LAY  LOW-CHOLESTEROL  EGGS 


lot  only  are  humans 
I  obsessed  with  cutting 
their  own  cholesterol, 
they're  starting  in  on 
chickens,  too.  In  an  experi- 
ment conducted  by  scien- 
tists at  Purdue  University 
in  West  Lafayette,  Ind., 
feeding  hens  a  cholesterol- 
lowering  drug  commonly 
prescribed  for  humans  re- 
duced the  cholesterol  content  of  resulting  eggs  by  up  to  20%. 
The  drug,  called  lovastatin  and  manufactured  by  Merck  &  Co., 
did  not  affect  the  quantity  or  quality  of  the  eggs. 

Because  eggs  have  been  getting  such  bad  press  in  the  past 
few  years,  consumption  has  dropped  from  321  per  person  in 
1961  to  242  in  1988.  Healthier  chicken  diets  and  breeding 
experiments  have  produced  only  modest  changes  in  the  choles- 
terol content  of  eggs.  Lovastatin,  while  effective,  is  too  expen- 
sive for  wide  use  by  the  poultry  industry.  And  the  Food  & 
Drug  Administration  would  have  to  approve  any  drug  used  in 
the  production  of  food.  But  Robert  Elkin,  a  member  of  the 
Purdue  team,  says  that  less  expensive  "feed-grade"  drugs 
could  be  developed  to  lower  egg-yolk  cholesterol. 


:E  &  TECHNOLOGY 
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Investing 


ft 


FOREIGN  STOCKS:  IT'S  FAR  FROM 
OVER  ^VER  THERE 


After  year:-  of  defying 
the  financial  laws  of 
gravity,  the  Tokyo 
stock  market  has  tumbled — 
by  327'  so  far  this  year. 
Should  that  shake  investors' 
faith  in  foreign  markets?  Not 
necessarily.  In  fact,  many  an- 
alysts feel  that  opportunities 
abroad  are  as  good  as  ever. 
For  American  investors. 


'90s  will  be  the  decade  of  the 
European  markets." 

The  kickoff  point  for  a  Con- 
tinental grand  tour  is  West 
Germany.  It  stands  to  profit 
greatly  from  the  expansion  of 
Eastern  European  economies, 
says  David  Warren,  of  Rowe- 
Price  Fleming  International,  a 
London  merchant  bank.  ±c 
He  points  out  that  Ger-  ;^^|^ 


its  assets  invested  in  German 
stocks.  Among  analysts'  fa- 
vorite equities  are  Siemens, 
which  will  play  a  major  role  in 
modernizing  telecommunica- 
tions in  the  East,  and  Volks- 
wagen, which  has  promising 
joint  ventures  with  Eastern 
carmakers.  Richard  de 
Tscharner,  a  portfolio  manag- 
er at  Banque  Lombard 


Titter-   ^'^-■"■^-"^'-^  nlliifllfcT'  <ifia-'MT 


so:iie  fund  manajj,'  rs  have 
iusi  one  word:  "Eurojx'."  The 
■■'  ^Tibiing  of  politieul  and 
tiad-  '-arriers  has  bi  athed 
new  In  '.'to  bourses  nc  long 
ago  deemei.  incapable  ol  '  -a- 
matic  growth.  "The  '80s  v  ' 
the  decade  of  Asian  market 
says  Nilly  Sikorsky,  managt 
of  Capital  International,  a  Ge 
neva  in\'e.itment  firm.  "The 


many's  subslanliai  engineer- 
ing and  capital  investment 
sectors  will  be  tapped  to  help 
Eastern  European  countries 
get  back  on  their  feet. 
AUSTRIA  WATCH.  That  pros- 
pect has  kept  many  interna- 
tional fund  managers  busy 
buying  in  the  German  market. 
One  fund,  G.T.  Global  Inter- 
national Growth,  has  22%  of 


Odier  in  Geneva,  also  likes  in- 
surer Allianz,  which  will  soon 
buy  the  largest  insurance 
company  in  East  Germany. 

But  Germany,  whose  mar- 
ket has  surged  32%  since  the 
Berlin  wall  was  breached  last 
November,  doesn't  head  ev- 
eryone's list.  Jon  Woronoff, 
editor  of  the  International 
Fund  Monitor  newsletter  in 


m 


Washington  D.  C,  thinks  A 
tria — long  a  gateway  to  Ej  S" 
ern  Europe — is  a  super 
"perestroika  play,"  partly  5"^ 
cause  it  doesn't  have  to  ace 
"millions  of  East  Germ:  ?f 
coming  to  live  there."  ' 

Austria's  fundament 
look  good,  too:  Its  inflat 
rate  is  low,  and  its  econo 
has  been  strong.  These  i 
tors  have  helped  the  tiny  A 
trian  stock  market  to  dou 
in  1989  on  a  wave  of  both 
eign  and  local  investment.  1 
that  meteoric  rise  has  so 
managers  auguring  a  shfts 
downward  correction  in 
short  term. 
PASSED  PRIME?  Thomas  Rltfo 
inson,  Merrill  Lynch's  chief  si 
ternational  equity  strateg 
also  worries  that  Germar  'in 
market  may  also  be  near-  t\ 
not  past — its  peak.  He's  m 
interested  in  France,  wh 
inflation  is  only  3%  and  wh 
corporate  earnings  are  expi 
ed  to  grow  15%  this  year, 
says  the  Paris  bourse  is  st 
ded  with  "truly  Europ 
companies  well-positioned 
trade  within  a  broader 
freer  Europe."  Merrill's  Ei 
Fund  is  18%  in  France  and 
vors  the  finance,  retail, 
petroleum  sectors. 

Both  the  French  and  ( 
man    markets  appeal 
George  Noble,  portfolio  rr 
ager  for  the  Fidelity  Overs 
Fund.  But  boundary  li 
matter  less  to  him  than  li 
of  business:  Noble  likes  c 
panies  that  are  involved 
public  works,  shipping, 
telecommunications  and  p 
er  generation  equipment 
vestors  can  participatefcji 
almost  all  of  those  areas  v 
Compagnie  Generale 
Electricite,  Overseas  Fui 
single  largest  holding.  N( 
is  also  high  on  Elf  A 
taine,     France's  bigg 
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grated  oii  company, 
e  Netherlands  is  yet  an- 

•  market  that  has  awak- 
from  a  long  slumber. 

;e  the  big  Dutch  compa- 
ilready  get  30%  to  40%  of 
earnings  from  activities 
'^est  Germany,  they're 
positioned  to  benefit 
the  developments  in 
jrn  Europe,"  says  John 
auer  of  Dessauer's  Jour- 
)f  Financial  Markets,  an 
lational  newsletter  pub- 
\  in  Orleans,  Mass.  War- 
who  sees  good  stock 
in  the  liberalization  of 
TQedia,  likes  Dutch  pub- 

•  Elsevier.  Other  Dutch 
■ites  include  Philips,  the 
imer  electronics  compa- 
nd  Akzo,  a  chemical  and 
company. 

G  RATES.  Although  bet- 
nown  for  fjords  than  for 
plays,  Norway  is  home 
number  of  shipping  com- 
s  with  tanker  fleets.  It's 
tion  where  petroleum  is 
y  as  pivotal  as  in  "an  oil 
:dom,"  says  Woronoff. 
esen  and  Ganger  Rolf 
wo  firms  Noble  expects 
inefit  from  rising  tanker 
il  rates.  Demand  for 
ers  is  growing.  Noble 
ms,  because  U.  S.  oil  pro- 


duction is  on  the  decline, 
Mideast  output  is  on  the 
rise,  and  many  tankers 
are  reaching  replace- 
ment age. 

Not  all  the  invest- 
ment attention  is  cen- 
tered in  the  Old  World: 
Latin  American  coun- 
tries are  attracting  in- 
terest as  well — especial- 
ly Mexico.  The  nation's 
debt  restructuring, 
slowing  inflation  rate, 
and  austerity  plan  have 
some  calling  it  a  turn- 
around story.  A  popular 
stock  is  Telefonos  de 
Mexico,  fondly  known  to 
analysts  as  "the  AT&T  of 
Mexico." 

Despite  Tokyo's  fall 
from  grace,  not  all 
Asian  markets  have  lost 
their  steam.  Several  still 
hold  opportunities  for 
aggressive  investors 
who  have  the  stomach 
to  handle  volatile 
swings.  In  Hong  Kong, 
for  example,  concern  over 
1997 — when  it  reverts  to  Chi- 
nese rule — has  left  the  mar- 
ket undervalued  on  a  funda- 
mental basis,  says  Robinson. 
Christian  Wignall,  chief  in- 
vestment officer  for  the  G.  T. 


Global  funds,  likes  Malaysia: 
"It's  got  rapid  economic 
growth  and  one  of  the  lowest 
inflation  rates  in  the  region." 
His  stock  picks  include  IGB,  a 
company  that  develops  real 
estate  property,  and  Tractors 


Malaysia,  a  manufacturer  of 
farm  equipment. 

One  way  to  play  these  mar- 
kets is  through  Templeton's 
Emerging  Markets  Fund,  rec- 
ommends Michael  Porter, 
country  fund  analyst  at  Smith 
Barney,  Harris  Upham.  The 
closed-end  fund  has  25%  of  its 
assets  in  Hong  Kong,  11%  in 
Mexico,  9%'  in  the  Philippines, 
and  5%  in  Singapore  and  Ma- 
laysia. In  the  past  12  months, 
the  fund's  internal  rate  of  re- 
turn was  43.4%.  Porter  con- 
tends that  it  holds  "many 
names  that  will  become  fu- 
ture internationally  known 
blue  chips." 

The  safest  route  into  for- 
eign stocks  is  through  inter- 
national mutual  funds.  But 
sophisticated  investors  may 
prefer  to  invest  in  individual 
stocks.  The  simplest  method 
is  to  buy  American  depository 
receipts  (ADRs)  that  represent 
shares  in  foreign  stocks.  Over 
800  ADRs  from  33  countries 
now  trade  in  the  U.  S.,  mainly 
in  the  over-the-counter  mar- 
kets. They  can  offer  the  best 
of  both  worlds — stock  in  a 
company  that  is  located  half- 
way around  the  globe  but 
trades  in  your  backyard. 

Suzanne  Woolley,  bureaus 


Security 


iLTING  THE 

NK-MAIL 

GGERNAUT 


ast  year,  the  head  of  a 
California  firm  bought 
video  tapes  at  a  Philadel- 
store.  Within  a  month,  he 
bombarded  by  calls  from 
IS  of  Philly  merchants, 
r  names  are  hot  items 
!  days.  Virtually  every 
,  catalog  company,  gov- 
lent  agency,  and  fund- 
r  wants  to  know  who  we 
md  where  we  live.  But 
!  are  ways  to  escape  mar- 
g  mania. 

•st,  get  your  name  off 
mailing  lists.  Write  to 
)irect  Marketing  Assn.,  6 
3  St.,  New  York,  N.  Y. 
1,  saying  you  want  your 
e  and  address  deleted 


POSTAL  PILEUP:  ASK  CHARITIES  TO  KEEP  YOUR  NAME  PRIVATE 


from  commercial  lists,  non- 
profit lists,  or  both. 

It's  routine  for  charities  to 
sell  donors'  names  to  other 
groups — and  not  necessarily 
worthy  causes,  either.  Last 
year,  a  New  Yorker  gave 
money  to  help  AIDS  research. 
The  next  week,  her  mailbox 
was  flooded  with  homosexual 
pornography.  So  with  your 
donation,  enclose  a  letter 


that  says  "include  me  out." 

A  number  of  companies  will 
also  keep  you  to  themselves — 
if  you  think  to  notify  them. 
Most  catalogs  and  credit 
cards  have  a  space  to  specify 
this  on  their  order  forms  or 
bills,  and  many  magazines  (in- 
cluding BUSINESS  WEEK)  peri- 
odically run  ads. 

Many  people  tell  more  than 
they  have  to — simply  because 


they  were  asked.  For  exam- 
ple, the  next  time  you  make  a 
credit-card  purchase  and  a 
clerk  asks  for  your  address 
and  phone  number,  refuse. 
Contrary  to  what  they  may 
tell  you,  it's  not  needed  for 
verification.  Instead,  the  mer- 
chant will  put  the  info  on  a 
store  mailing  list — and  proba- 
bly sell  it  as  well. 
I.  D.  ALERT.  You  should  be  just 
as  stingy  with  your  Social  Se- 
curity number.  Many  govern- 
ment agencies  now  routinely 
use  it  for  identification.  But 
no  private  firm  can  demand  it, 
unless  it's  your  employer  or  a 
firm  with  which  you  have  a 
financial  relationship.  Broad- 
casting your  number  is  dan- 
gerous: It  enables  snoops  to 
look  up  information  in  data 
bases  compiled  by  credit 
agencies  that  contain  your 
credit  and  driving  records. 

It's  not  easy.  But  with  plan- 
ning and  effort,  there  are 
ways  to  guard  your  good 
name.  Jeffrey  Rothfeder 
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Fashion 


THE  NEWEST  WR|F  .i.E 
IN  BUYING  SUir. 


The  first  thing  I  noti*^  ..i 
that  there's  no  mi  i . 
I'm  standing  in  ly  of- 
fice, attempting  ti  valuate 
the  fit  on  this  ciis  om-fit  new 
suit,  and  the  be  i  I  can  do  is 
catch  my  waisl-up  reflection 
in  a  window.  Trouble  is,  I'm 
trying  on  pants.  "I'll  be  your 
mirror,"  the  salesman  croons 
reassuringly.  "Oh,  it  looks 
good.  That  suit  looks  so  good, 
you  should  pay  double." 

I  am  experiencing  the 
newest  wrinkle  in  retailing  to 
the  corporate  exec:  suits  tai- 
lored in  the  privacy  of  your 
own  office.  For  someone  who 
has  always  bought  off-the- 
rack,  and  sometimes  off-sea- 
son, this  business  of  letting 
the  clothes  come  to  me  will 
take  some  getting  used  to. 
SWATCH  SURVEY.  The  ar- 
rangement is  pretty  simple. 
Aware  that  most  men  (not  to 
mention  women)  hate  to  go 
shopping,  clothiers  around  the 
country  now  bring  the  store 
to  them — or  at  least,  to  their 
offices.  Corporate  chieftains, 
of  course,  long  have  bought 
their  custom-made  suits  this 
way:  Personal  tailors  or  exclu- 
sive clothing  stores  were  of- 
ten happy  to  make  office  calls 
for  their  favored  clients.  So 
would  larger  brand-name 
manufacturers  with  retail  out- 
lets such  as  HartMarx  and 
Tom  James  (table).  But 
now,  these  companies  are  tar- 
geting middle-management 
ranks.  There's  no  minimum 
purchase  and  no  additional 
charge  for  the  visit.  And 
many  of  the  prices  are,  by 
quality-suit  standards,  quite 
reasonable. 
True  custom-made  suits,  in- 


dividually tailored,  can  cost 
$3,000.  Made-to-measure  suits, 
which  are  cut  from  a  preexist- 
ing pattern  to  fit  the  custom- 
er's specifications,  can  run  as 
low  as  $450,  but  they  usually 
are  priced  in  the  $900  to 
$1,200  range.  And  off-the-rack 
suits  such  as  the  one  I'm  or- 
dering (these  get  altered  to 
fit)  typically  begin  at  $350 


From  the  shop's  standpoint, 
the  office  visit  has  a  subtle 
psychological  edge.  When  a 
salesperson  has  scheduled  an 
appointment,  packed  up  suit- 
fabric  samples,  shirt  patterns, 
and  even  ties,  and  then  trav- 
eled to  your  office,  it's  hard  to 
say  you're  not  interested  af- 
ter all. 

SNAGS.  Of  course,  there  are 
advantages  for  the  customer, 
too:  convenience,  broad  selec- 
tion, and  lavish  attention.  For 
some  people,  the  arrangement 
works  remarkably  well. 

For  others — such  as  me — 
the  deal  doesn't  quite  suit. 
Not  that  Gray  isn't  attentive; 


that  if  I  don't  like  the  s 
when  he  brings  it  in  for 
ting,  I  can  send  it  back  wi 
out  obligation.  But  by  then 
have  lost  a  week  or  two,  an 
want  my  suit  today. 

When  he  does  bring  it  in 
get  to  be  fussy  about  the 
But  that  doesn't  make  up 
certain  inconveniences.  Ri 
ning  to  the  men's  room 
look  at  a  mirror  is  one.  Wh 
the  phone  rings  with  an 
portant  caller,  it's  a  tou 
choice  between  the  call  a 
the  clothing.  Co-workers  r 
ander  by — not  by  chance 
suspect — and  make  assorl 
cracks  about  my  taste. 


HABERDASHERS  WHO 
MAKE  HOUSE  CALLS 


TOM  JAMES  of  Grand  Praine,Tex 
(800  223-9016),  has  suits  priced 
from  $350  to  $3,000.  Serves 
65  locations  across  the  U.S. 


ED  MITCHELL  of  Westport,  Conn, 
(203  227-5165),  has  suits  from 
$395  to  $1,200.  Serves  Connecti- 
cut and  Manhattan 


AN  OFFICE  VISIT 
FROM  THE  TAILOR 


HARTMARX'  Executive  Clothier 
Business  in  Chicago  (312  372- 
6300)  has  suits  priced  from  $275 
to  $1,000.  Serves  New  York,  Chi- 
cago, and  Atlanta 

DESIGNS  ON  YOU  of  San  Francis 
CO  (415  931-8385)  has  suits  for 
women  priced  from  $700  to 
$1,800.  Serves  San  Francisco 


and  can  run  up  to  $1,000. 

The  procedure  usually  goes 
like  this.  My  salesman,  Steve 
Gray  of  Tom  James  Co.,  will 
make  three  visits — one  where 
I  pick  out  the  fabric  from  a 
sample  board  of  one-inch 
swatches,  get  measured,  and 
make  a  down  payment;  one  to 
fit  the  suit;  and  the  third  to 
deliver  it  and  receive  final 
payment.  The  process  takes 
about  three  weeks. 


even  before  he  shows  a 
swatch,  he  asks  about  my 
wardrobe,  style  preferences, 
and  how  much  1  want  to 
spend.  But  choosing  a  suit 
from  a  swatch  is  like  buying 
wallpaper:  There's  potential 
for  an  unpleasant  surprise 
when  you  see  the  end  result. 
And  trying  to  decide  on  the 
cut  from  a  line  drawing  on 
the  back  of  a  sample  board  is 
a  challenge.  Gray  assures  me 


Much  is  forgiven  w 
Gray  arrives  with  the  c< 
pleted  garment.  The  fit 
clean  and  crisp.  Seen  in 
panorama,  the  fabric — a  li 
gray  pinstripe — seems  a  li 
conservative  for  my  taste, 
it  will  still  be  welcome  in 
wardrobe.  And  if  I  decid 
need  a  suit  that's  more 
courant,  I  know  where  I  ( 
find  one — in  a  store.  W 
mirrors.  David  Greis' 


Worth  Noting 


»  !60!HT  PLAY.  To  attract 
fii-.-^t-iime  home  buyers,  eight 
b.jvik-;  in  Fleet/Norstar  Fi- 
uaAC'a!  ;}rcup  in  the  North- 
east v.i^i  rebate  1%  of  the 
6  i  original  laortgage  amount — 


after  five  years  of  direct 
payments  from  the  custom- 
er's checking  account. 
■  THINK  'N'  SWIM.  Grown-ups 
can  relive  the  joys  of  a  liber- 
al arts  education  at  "Stan- 
ford at  Vail."  The  July  14-21 
seminar  features  Stanford 
University  professors  teach- 


ing courses  on  the  environ- 
ment, global  politics,  and 
Greek  history.  The  $3,000  fee 
includes  horseback  riding, 
ballooning,  rafting,  and  par- 
tying with  former  President 
(and  Vail  resident)  Gerald 
Ford,  as  well  as  meals  and 
lodging  (303  476-9500). 


■  DON'T  MISS  .  .  .  The  ne 

Steppenwolf  Theater  produ 
tion   of   The  Grapes 
Wrath.  The  three-hour  plj  ^ 
makes  Steinbeck's  epic  i  * 
1930s  Okies  a  tense,  apt  ta  '^^ 
for  the  1990s.  At  New  York  fc, 
Cort  Theatre.  To  order  tic 
ets:  212  239-6200. 
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PERSONAL  BUSH 


IAS  YOUR  AIRLINE  LOST  ITS 
PERSONALITY? 


Over  the  last  few  years,  a  lot  of 
ght,  spunky  west  coast  airlines  have 
en  replaced  by  a  few  huge,  national 
rriers:  Airlines  that  are  very  efficient, 
■ry  businesslike.  And  about  as  inter- 
ting  as  a  tax  form. 

One  airline,  however,  hasn't  lost 


its  identity:  Alaska  Airlines,  the  one 
with  the  snriiling  Eskinno  on  the  tail. 

Hop  on  an  Alaska  Airlines  flight 
and  you'll  still  find  bright,  energetic 
people  who  take  great  pride  in  doing 
everything  they  can  to  serve  their 
custonners.  With  flair,  spirit,  and  their 


own  individual  style.  So  the  next  tinne 
you're  traveling  up  or  down  the  west 
coast,  fly  Alaska  Airlines. 

And  see  if  our  attitude  toward 
flying  doesn't  change  yours. 

AlaskaCAirlines 


Not  all  of  the 
finest  accommodations 
in  New  York 
require  co-op 
board  approval. 


THE  MARK 

[jipg!iLi[jiri] 


A  New  York  Hotel.  Madison  Avenue  at  East  77th  Street.  (212)  744-4300.  For  reservations,  call  (800)  843-6275. 


Take  A  $20  Million  Look  At  New  York's 
Best  Business  Travel  Value. 


Contrary  to  popular  belief,  you  can 
enjoy  a  luxury  hotel  room  on  the 
East  Side  of  midlnim  Manhattcm  ai 
a  very  reas(ynable  rate.  Ami  ru)w  thai 
we  have  completed  our  reruwation 
of  guestrooms,  states  and  pid?lic 
areas,  Halhnan  House  offers  a  hetta 
value  thai\  ever  before.  The  tc)p  12 
floors  now  feature  ChS  525,  an  inivmitive  club 
concept  designed  f  rr  the  busy  executive.  The  club 
floors  offer  exclusive  concierge  facilities  with  a  recep- 
tion aivi  private  lounge  area  ivhere  you  am  enjoy  a 
axmplimentary  corumentai  breakfast  daily,  after- 
noon tea  and  evening  cocktails.  There's  also  a 
new  business  center  complete  with  midtilingiiai 


secretarial  services.  Plus  telephone 
jacks  for  personal  computer  or  fax 
inachine  hookup.  And  when  it 
comes  to  dining,  you'll  jmd  some  of 
New  York's  best  restaurants  right  in 
our  hbby.  Frequent  guests  can  join 
our  Gold  Crest  Club  and  enjoy 
additional  amenities  and  a  signiji- 
Ltuii  reduction  in  rates.  Situated  on  Lexin^tcm 
Avenne,  between  48th  and  49th  Streets,  Halloran 
House  offers  an  ideal  location  when  business  brings 
you  toManhattan.  At  Halloran  House,  you  dim  t 
have  to  compromise  oil  luxury.  For  more  infmnation 
and  reservations  call:  U.S.  800-22 3-0939 ; 
Canada  800-854-3355. 


NEW  YORK 
525  Lexington  Avenue,  New  York,  N.Y.  10017 
212-755-4000  Facsimile  212-751-3440 
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Louis  Harris  & 
Associates  54 

Lufthansa  38 
M 


Marshall  Field  70 

Martin  Marietta  35 

Martini  &  Rossi  47 

May  70 

McCaw  Cellulai 
Communications  80 

McDonnell  Douglas  35 

Merck  93 

Metropolis  Equities  70 
Microcor  88 
Minerva  38 
Mitsubishi  Bank  24 
Morgan  Guaranty  Trust  47 
Morris  (Philip)  35 
Motorola  80,  81 


Nabors  Industries  68 
NEC  22,  88 

New  York  Life  86 
Nikko  24 
Nippon  Oil  24 
Nomura  24 
Nomura  Securities  24 
Nutri/System  86 
NV  Homes  30 


Oracle  30 
P 


Pfizer  53 
Phelps  Dodge  27 
Philips  88,94 
Pittsburgh  Pirates  78 
Pizza  Hut  86 


PPG  Industries  78 
R 


Randsworth  Trust  70 
RJR  Nabisco  35 
Rothschild  Ventures  88 


Sobeno  38 
Salomon  Brothers  68 
Sondoz  86 
SAS  38 

SAS  International 
Hotels  40 

Seagram  47 

7-Eleven  34 

Siemens  94 

Silicon  Graphics  22 

Smirnoff  47 

SmithKline  Beecham  22,  46 
Sony  88 
Sotheby's  72 
Southland  34 
Southmark  70 
Sperry  27 

Strategic  Management  68 
Swissair  38 


Telemobile  80 

Telefonos  de  Mexico  94 

Thompson  Medical  86 

Tom  James  96 

Toyota  22 

Toys  'R'  Us  22,  100 

Tractors  Malaysia  94 

Trilling  Medical 
Technologies  53 

TWA  34 

u 


Unisys  27 

United  Technologies  27,  35 
US  West  80 
USX  78 


VMS  Reolty  70 
Volkswagen  94 

w 


Weight  Watchers 
International  86 


Xerox  34 
Y 


Yomoichi  24 

YMS  Realty  Partners  34 


Uncover  new  business 
opportunities  with  fast-growing 
high-tech)  manufacturers 
Target: 

•  hard-to-iind  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  now  opportunities 

•  new  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National/Regional/Custom 
FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street,  Suite  200 
Woburn.  Massachusetts  01801 
(617)  932-3939  •  FAX  (617)  932-6335 
TLX  497-2961  CRPTECH 


FIGHT 
HEART 

DISEASE. 

KIDNEY 


Support 
the  American 
.Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  ^ 
of  the  worst  diseases  of 
our  time. 
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Al&l. 

The  first  company 

recognize 
that  people  can 
talK  and  fax 
at  the  same  time. 


With  that  in  mind,  KT&T  introduces  the  industn-'s  first 
two-line  phone  and  fax  machine.  The  AW  9015PE 

It  allows  you  to  send  or  receive  faxes  without  tying  up 
the  telephone  line.  While  you're  taxing,  you  can  talk  to  clients. 
Or  anyone  y>)U  want.  So  you  can  get  twice  as  much  done. 

The  9(^1SPF  has  the  kind  of  quality  and  reliability  that 
has  made  ATS.T  business  phones  so  popular  In  fact,  readers 
of  Financial  World  rated  AT&T  #1  for  the  Best  of  Everything 
Quality  Award  in  the  fax  category 

But  in  the  unlikeh'  event  tliat  something  does  go  wrong, 
you  can  get  assisuince  24  hours  a  day  7  days  a  week  by 
calling  our  spc ;  'al  service  "hot  line." 


If  you're  interested  in  more  infomiation  on  our  family  of 
AT&T  fax  machines,  just  call  us  at  1 800  247-1212,  ext  542 

After  all,  would  you  rather  buy  a  fax  machine  from  a 
company  tliat  recognizes  your  abilities? 

Or  one  that  underestimates  them. 


AT&T 

The  right  choice. 
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THE  DOLLAR 
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S&P 
500 


52-week  change 

+  15.1% 


•  345  1350 


341  09 

340  1200 


335  1050 


330  900 


Shearson  Lehman 
Treasury  Index 


1330  110 


1270  90 


1210  70 


J.  P.  Morgan 
Index 


1  -week  change 
-0.3% 


52-week  change 
+  3.9% 


1-week  change 
-0.5% 


52-week  change 
+  0.9% 


1  -week  change 
-0.5% 


IKET  ANAIYSIS 


rocKS 

Lolesl 

%  change 
Week  52-weeli 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

)NES  INDUSTRIALS 
MPANIES  (Russell  1000) 
COMPANIES  (Russell  2000) 
V\PANIES  (Russell  3000) 

2719.4 
177.8 
162.8 
189.6 

-0.9 
-0.2 
-0.6 
-0.2 

18.0 
13.4 
2.7 
12.6 

AA  rv A w  TntACiinu  Dili  vinn 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.0% 
8.5% 
3.2% 
14.8 

8.1% 
8.5%. 
3.4% 
15.0 

9. 1  %> 
9.0% 
3.5% 
1 1.9 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

N  STOCKS 

latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/coll  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

340.8 
35.8% 
0.36 
0.81 

341.2 
34. 1  % 
0.39 
0.79 

Positive 
Neutral 
Neutral 
Positive 

1  (FINANCIAL  TIMES  100) 
(NIKKEI  INDEX) 
0  (TSE  COMPOSITE) 

2231.6 
28,442.9 
3635.0 

-1.9 
-9.0 
-1.2 

7.4 
-14.7 
2.2 

USTRY  GROUPS 

-  ■- 

BRIDGE  INFORMATION 

SYSTEMS  INC 

WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  In  group 

% 

4-week 

change 

52-week 

Price 

13.7 

32.0 

MATTEL 

21.5 

84.2 

21% 

L  AND  GLASS  CONTAINERS 

12.4 

16.1 

CROWN  CORK  &  SEAL 

14.7 

17.3 

57 '72 

BUILDING 

11.1 

14.9 

PHM 

25.8 

-21.2 

9% 

DRINKS 

11.1 

45.8 

PEPSICO 

13.0 

43.8 

64 

RTMENT  STORES 

10.1 

26.4 

CARTER  HAWLEY  HALE 

17.3 

-7.6 

75/8 

WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

.S  AND  MOTELS 

-12.4 

-6.8 

PRIME  MOTOR  INNS 

-17.0 

-56.0 

1 1 

MINING 

-7.2 

25.5 

NEWMONT  MINING 

-10.3 

17.6 

46V4 

IGS  AND  LOANS 

-5.1 

14.9 

GOLDEN  WEST  FINANCIAL 

-7.6 

44.4 

26 

:Y  CENTER  BANKS 

-5.1 

-18.7 

CHEMICAL  BANKING 

-10.0 

-34.3 

233/4 

R  REGIONAL  BANKS 

-4.9 

-4.8 

NCNB 

-16.1 

8.5 

381/2 

rUAL  FUNDS 


ts 

9k  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

&  BEAR  SPECIAL  EQUITIES 
4DYWINE 

i  WIHER  DEVELOPING  GROWTH  SECS. 

10.4 
8.4 
8.2 

DFA  JAPANESE  SMALL  COMPANY 
G.  T.  JAPAN  GROWTH 
NOMURA  PACIFIC  BASIN 

-15.6 
-12.6 
-9.0 

1  total  return 

% 

52-week  total  return 

% 

.ITY  SELECT  ENERGY  SERVICE 
CONTINENTAL  SMALL  COMPANY 
R  SMALL  CAPITALIZATION 

50.0 
42.9 
41.0 

PRUDENT  SPECULATOR  LEVERAGED 
YAMAICHI  GLOBAL 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

-18.5 
-16.2 
-15.7 

— I  S&P  500 

4-week  totol  refurn 


MORNINGSTAR  INC, 


I  Si  Average  fund 
52-week  total  return 


ATIVE  PORTFOLIOS 


amounts 
jnt  the  present 
>f  $10,000 
id  one  year 
each  portfolio 

ages  indicate 
/  total  returns 


U.  S.  stocks 
$11,935 

-1-0.63% 


Treasury  bonds 
$11,320 

-1.48% 


nil 


Money  market  fund 
$10,730 

+  0.15% 


Gold 
$9,699 

+  1.90%, 


DATA  RESOURCES  INC. 


Foreign  stocks 
$9,359 

-5. 1 1  % 


on  this  poge  ore  as  of  market  close  Wednesday,  Apr.  4,  1990,  unless  otherwise  indicated, 
groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Apr,  3,  Mutual  fund  returns  are  os  of  Mar.  30.  Relative  portfolic 
detailed  explanation  of  this  page  is  available  on  request. 


alued  as  of  Apr.  3.  A  mort 
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DON'T  HAND  CHICAGO 
TO  THE  SEC 


E 


Iver  since  the  1987  st  ■  ■k  market  crash,  trading  in  stock- 
index  futures  has  been  blamed  for  the  securities  mar- 
Ikets'  volatility.  Now,  some  prominent  Bush  Adminis- 
tration officials  h  ipe  to  ease  the  markets'  gyrations  by 
transferring  juri.^diction  over  index  futures  from  the  Com- 
modity Futures  Trading  Commission  to  the  Securities  & 
Exchange  Commission.  Proponents,  who  include  Treasury 
Secretary  Nicholas  J.  Brady,  contend  that  division  of  author- 
ity not  only  makes  it  difficult  to  smooth  out  market  swings 
but  also  hampers  enforcement  and  stifles  innovation. 

Far  more  than  bureaucratic  box-shuffling  is  at  stake. 
Handing  over  this  authority  to  the  SEC  could  have  profound 
effects  on  the  markets.  It  also  would  represent  a  victory  for 
Wall  Street's  old  guard  in  its  drive  to  make  the  Chicago 
mavericks'  products  less  attractive  to  investors. 

The  heart  of  the  controversy  is  the  concern  that  stock- 
index  futures  contribute  to  volatility.  When  index-futures 
contracts  are  at  a  sufficient  discount  to  the  underlying 
stocks,  program  traders  sell  off  stock  and  buy  futures.  SEC 
Chairman  Richard  C.  Breeden  wants  the  authority  to  raise 
the  margins  for  index  futures,  perhaps  to  20%'.  While  higher 
margins  may  curb  program  trading,  they  would  make  it 
more  costly  for  institutions  to  protect  their  portfolios  by 
hedging  in  the  market.  And  that  is  too  high  a  price  to  pay 
for  reducing  intraday  volatility. 

Supporters  of  consolidation  also  argue  that  split  jurisdic- 
tion stifles  innovation.  It  is  true  that,  as  things  now  stand, 
the  CFTC  has  to  approve  any  instrument  with  a  futures 
component.  The  courts  blocked  stock  exchange  efforts  to 
offer  hybrids  known  as  index  participations,  which  combine 
the  features  of  both  stocks  and  futures.  But  handing  fu- 
tures regulation  over  to  the  SEC  is  no  guarantee  of  innova- 
tion. The  CFTC-regulated  exchanges  have  been  far  more  cre- 
ative than  the  financial  institutions  regulated  by  the  SEC. 

As  Congress  ponders  this  change  of  regulators,  it  should 
consider  the  possibility  that  consolidating  market  jurisdiction 
might  stifle  growth.  Reasonable  people  may  differ  over 
whether  innovation  should  be  sacrificed  on  the  altar  of  re- 
duced volatility.  But  that,  not  turf,  should  be  the  focus  of 
the  debate.  What's  really  at  stake  is  whether  the  U.  S.  will 
remain  a  pioneer  of  financial  innovation  in  the  1990s. 


THE  SORRY  SPECTACLE 
THAT  IS  CONGRESS 


rnall  wonder  that  Eastern  Europe's  freedom  brigades 
ji'-coil  in  disbelief  at  the  sorry  spectacle  of  the  U.S. 
Congress  at  work.  Join  the  club,  friends:  The  Ameri- 
can pui  :  ■  has  long  held  the  institution  in  low  regard.  But 
even  by  'j.pitol  Hill  standards,  the  "forge  of  democracy"  is 
in  unusuai.   sad  shape  these  days  (page  54). 
What  to  c     Start  with  a  much-needed  major  restructur- 


ing. After  all,  healthy  democratic  governments  differ  m 
from  communist  and  totalitarian  regimes  in  their  possess 
of  mechanisms  for  corrective  change. 

Congress  should  prune  back  its  entrenched  staff,  much 
which  it  doesn't  need.  And  it  should  streamline  its  ope 
tions:  Every  lawmaker  can't  be  a  subcommittee  baron.  W 
fewer,  stronger  managers  running  the  show,  the  institut 
would  work  better.  Serious  debate  over  complex  legislat 
might  even  replace  the  daily  spouting  of  sound  bites. 

Enough  with  budget  games  that  provide  nothing  but  c^ 
er  for  lawmakers  to  make  mischief.  Congress  should  go  t 
two-year  budget  cycle,  and  it  should  adopt  strict  rules 
quiring  that  all  new  spending  programs  include  sped 
funding.  No  more  continuing  resolutions,  the  legislat 
equivalent  of  hairballs  that  Congress  regurgitates  at  the  ( 
of  every  term.  And  no  more  off-budget  spending,  wh 
masks  the  true  size  of  the  deficit. 

Finally,  campaign-finance  reform  is  long  overdue.  It's  ti, 
to  get  lawmakers  off  the  hooks  of  full-time  fund-raising  ii 
special-interest  groups.  Congress  hasn't  had  a  major  reor 
nization  since  1946,  at  the  dawn  of  the  cold  war.  Now  t 
the  cold  war  is  over  and  a  new  global  marketplace  is  eme 
ing,  it's  time  for  lawmakers  to  retrench  and  regroup. 


A  FEW  TRADE  ACCORDS  All 
NO  CAUSE  FOR  SMUGNESS 


The  Bush  Administration  has  produced  a  series  of 
cords  with  Japan  aimed  at  opening  Japan's  markel 
outsiders  (page  22).  Manufacturers  of  supercomput 
and  satellites  could  make  modest  gains  in  Japan  as  a  res 
and  other  American  companies,  such  as  Toys  'R'  Us,  n 
find  a  warmer  reception.  We  applaud  the  progress,  but  th 
concessions  won't  change  the  U.  S.  trade  deficit  with  Jap 
Nor  does  the  weakening  of  the  Japanese  yen,  combined  v 
a  surprising  decline  in  the  Tokyo  stock  market,  mean  t 
Japan  is  somehow  broken. 

In  fact,  a  cheaper  yen  could  mean  that  Japan's  tr 
surplus  with  the  U.  S.  will  actually  start  growing  ag; 
despite  the  best  intentions  of  both  governments.  Japan 
manufacturers  have  honed  their  breakeven  point  down 
about  120  yen  to  the  dollar.  With  the  yen  now  at  about 
to  the  dollar,  their  products  could  become  cheaper  and  m 
competitive  even  though  the  cost  of  raw  materials  will 
somewhat.  At  the  same  time,  those  companies  could  r 
higher  profits  that  will  in  turn  be  reinvested  in  making  e 
better  and  cheaper  products.  On  the  flip  side,  there 
already  signs  that  American  exporters  to  Japan  are  rais 
their  prices  in  the  face  of  a  yen  that  is  worth  fewer  dollar 
a  sure  way  to  lose  market  share. 

Although  there  may  be  long-term  political  and  popi 
dissatisfaction  in  Japan  about  living  standards  and  the  p: 
of  land,  the  outlook  for  the  foreseeable  future  is  that 
competitive  pressure  on  U.  S.  industry  will  only  incre; 
Having  reached  its  trade  accords  with  Tokyo,  the  B 
Administration  can't  declare  a  victory:  Our  $49  billion  tr 
imbalance  with  Japan  continues  to  sap  our  strength.  Thi 
no  time  to  gloat  about  cracks  in  Japan's  armor. 
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A  McGRAW-HILL  PUBLICATION 


JAPAN 


CAN  IT  COPE? 


Suddenly,  a  series  of  shocks  is 
buffeting  the  mighty  Japanese 
economy.  The  stock  market 
plunged  30%.  The  yen  is  weak- 
ening. Inflation  and  interest 
rates  are  both  on 
the  rise.  Political 
leadership  is  weak. 


20i  T6d3S       09TTT8S0T  2090 


AP'R  I  II 
IIBRARV 

And  now  some  strains  are 
appearing  in  the  nation  s 
normally  harmonious  social 
structure.  Japan  has  proved 
remarkably  adaptable  to 
adversity  in  the 
past.  This  time,  it 
may  be  harder. 


PAGE  46 


AMBAC  founded  the  municipal  bond  insurance  industry.  Nearly  twenty  years  and 
over  twelve  thousand  issues  ago. 
I    I  ^         In  that  time,  we've  amassed  the  highest  capital  base  in  the  industry';  more  than 
\J  Ix  $732  million.  About  $140  million  more  than  our  closest  competitor 

Vi  K      l"T"K  yi  surprisingly  this  kind  of  financial  strength, 

V  If  Til  llVlLIN  I    combined  with  our  consistency  of  p)erformance,  has 

earned  us  Moody's  Aaa  rating  and  a  rating 
of  AAA  from  Standard  &  Poor's.  And  this 
I    I  A  1^  I    combination  has  enabled  us  to  back  the  bonds  that  build  the  schools, 
I  I  N    roads,  hospitals  and  vital  elements  of  the  infrastructure  all  across  America. 

/r*  O  Simply  stated,  AMBAC  is  strongly  committed  to  the  municipal 

L  ▼   L  bond  insurance  industry— an  industry  that  includes  the  issuers  and 

the  individuals  and  institutions  who  buy  municipal  bonds. 

In  fact  there's  only  one  thing  stronger  than  our  commitment  to  the  industry 
And  that's  our  commitment  to  America. 


IS  STRONGER 
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OLT  AFTER  JOLT:  AS  THE  NIKKEI  AND  THE  YEN  FALL  AND  PRICES  AND  INTEREST  RATES  RISE,  JAPANESE  CONSUMERS  ARE  INCREASINGLY  DOWN 
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CAN  JAPAN  COPE? 

Yen  shock,  the  plunging  Nikkei, 
sky-high  real  estate,  scarce  labor,  an 
aging  populace,  weak  leaders, 
grumbling  consumers,  angry 
Americans,  a  more  competitive 
Germany:  Japan's  economic  miracle 
is  looking  a  little  battered.  But  these 
travails  may  only  strengthen  it 

A  PINPRICK  THE  WORLD  FELT 

As  Tokyo's  market  deflates, 
Japanese  companies  will  tighten 
spending  and  pinch  faraway  markets 

PUSHED  TO  THE  LIMIT? 

Feeling  left  out  of  the  miracle, 
Japan's  consumers  are  beginning  to 
rebel  at  elitist  economic  policy 


Top  of  the  News 

28  LOTUS  BLOOMS  INTO  NO.  1 

Its  acquisition  of  Novell  will 
dramatically  change  the  rules  of  the 
PC  software  industry 


30  LONG-DISTANCE  TRIUMVIRATE 

AT&T,  Sprint,  and  MCI  are  getting 
bigger — and  their  supposed  rivalry 
looks  pretty  bloodless  these  days 

31  A  REVOLT  OVER  CHILD  CARE? 

A  House  bill  cuts  benefits  for  many 
middle-class  families  while  boosting 
aid  to  the  poor 

32  ODD  COUPLE 

Steve  Ross  is  aiding  Pathe's 
Giancarlo  Parretti,  the  Italian  tycoon 
who  has  some  explaining  to  do 

33  LORENZO'S  GARAGE  SALE 

Texas  Air  may  be  running  low  on 
assets  to  sell — and  that's  how  it  has 
been  staying  aloft 

34  RATING  THE  HEADHUNTERS 

John  Sibbald's  forthcoming  book  has 
recruiters  on  the  warpath 

35  BOTTOM  FISHING  IN  INSURANCE 

American  John  Head  is  angling  to 
become  a  giant  of  the  London  market 

38  KEEP  YOUR  PAWS  OFF  MY  SPLEEN 

A  biotech  battle  asks;  Who  owns  the 
rights  to  a  patient's  body  parts? 


39  ANDREW  LLOYD  MEDIA  MOGUL? 

The  Cats  and  Phantom  composer  is 
hankering  after  movies  and  TV 

40  IN  BUSINESS  THIS  WEEK 

A  bad  week  at  NET,  the  UAL  buyout, 
DARPA  in  Silicon  Valley,  Cheers' 
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PRODUCTION 

Change  from  last  week:  0.2% 
Change  from  lost  year:  1.2% 
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LEADING 

Change  from  last  week:  0.2% 
Change  from  last  year:  5.2% 
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The  production  index  advanced  slightly  for  the  week  ended  AAar.  31.  On  a 
seasonally  odjusted  bosis,  output  of  electric  power,  paperboard,  rail-freight  traffic, 
trucks,  and  autos  increased.  Steel,  coal,  crude-oil  refining,  lumber,  and  paper 
production  declined.  Prior  to  calculation  of  the  four-week  moving  average,  the  index 
rose  strongly  to  181  from  177.9  for  the  previous  week.  For  all  of  March,  the  index 
rose  to  178.5  from  177.6  for  February. 

BW  production  mdex  copyrjghl  1990  by  McGrow-Hill  Inc 


The  leading  index  increased  for  the  week  ended  Mar.  31.  fHigher  stock  prices, 
lower  bond  yields,  a  smaller  decline  in  the  growth  of  materials  prices,  fewer  business 
failures,  and  faster  growth  in  M2  all  contributed  to  the  latest  week's  advance.  On 
the  negotive  side  was  a  drop  in  the  growth  of  real  estote  loans.  Before  calculation  of 
the  four-week  moving  overage,  the  index  rose  tc  217.3  from  216.9.  For  March,  the 
index  stood  at  216.6,  up  sharply  from  214.9  in  February. 

Leading  Index  copyright  1990  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week    %  Change 
ago     year  ago 

STEEL  (4/7)  thous.  of  net  tons 

1,998 

1,904  = 

-1.5 

AUTOS  (4/7)  units 

110,245 

135,907r# 

-30.8 

TRUCKS  (4/7)  units 

79,617 

89,170rff 

-12.3 

ELEQRIC  POWER  (4/7)  millions  of  kilowatt-hours 

50,748 

52,425  # 

0.1 

CRUDE-OIL  REFINING  (4/7)  thous.  of  bbl./day 

12,662 

12,945  = 

-2.6 

COAL  (3/3 1 )  thous.  of  net  tons 

20,617  = 

20,841 

6.7 

PAPERBOARD  (3/31)  thous.  of  tons 

776.4  = 

747. Or 

1.1 

PAPER  (3/31)  thous.  of  tons 

766.0  = 

767. Or 

1.1 

LUMBER  13/31)  millions  of  ft. 

533.5  = 

530.0 

10.5 

RAIL  FREIGHT  (3/31)  billions  of  ton-miles 

20.4  = 

20.0 

2.5 

Sources:  A-nericon  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Roilroods. 

latest 
week 

Week 
ago 

□go 

JAPANESE  YEN  (4/1 1) 

158 

158 

132 

GERMAN  MARK  (4/11) 

1.68 

1.70 

1.88 

BRITISH  POUND  (4/11) 

1.64 

1.64 

1.70 

FRENCH  FRANC  (4/11) 

5.63 

5.70 

6.35 

CANADIAN  D0LUR(4/11) 

1.16 

1.17 

1.19 

SWISS  FRANC  (4/11) 

1.48 

1.51 

1.65 

MEXICAN  PESO  (4/11)^ 

2,786 

2,780 

2,403 

Sources:  Mojor  New  York  bonks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  doliors. 

PRICES 

Latest 
week 

Week    %  Chonge 
ago     year  ago 

GOLD  (4/1  l)$/troy  oz. 

374.500 

374.250 

-3.3 

STEEL  SCRAP  (4/10)  =  l  heavy,  $/ton 

109.00 

109.00 

-7.6 

FOODSTUFFS  (4/9)  index,  1 967  =  1 00 

223.8 

222.9 

-0.1 

COPPER  (4/7)  c. /lb. 

128.6 

129.0 

-5.2 

ALUMINUM  (4/7)  c/lb 

72.5 

73.8 

-22.5 

WHEAT  (4/7)  c  2  hard,  $/bu. 

4.11 

4.06 

-6.2 

COTTON  (4/7)  strict  low  middling  1-1/16  in.,  c/lb 

70.78 

68.53 

18.9 

Sources:  London  Wed.  finol  setting,  Chicago  mkt.. 
Week,  Kansas  City  mkt.,  Memphis  mkt. 

Commodity  Research  Bureou, 

Metals 

LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Chang< 
year  agi 

STOCK  PRICES  (4/6)  S&P  500 

340.85 

340.37 

15.1 

CORPORATE  BOND  YIELD,  Aaa  (4/6) 

9.38% 

9.37% 

-4.^ 

INDUSTRIAL  MATERIALS  PRICES  (4/6) 

104.1 

104.1 

-0.£ 

BUSINESS  FAILURES  (3/30) 

225 

279 

-1.3 

REAL  ESTATE  LOANS  (3/28)  billions 

$365.5 

$365.4 

13.1 

MONEY  SUPPLY,  M2  (3/26)  billions 

$3,277.9 

$3,271. 2r 

6.2 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/24)  thous. 

343 

350 

8.2 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—100),  Dun  & 
Bradstreet  (failures  of  large  componies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season- 
ally adjusts  data  on  business  failures  and  real  estate  loans. 

MONTHLY  ECONOMIC  INDICATORS 

Lotest 
month 

Month 
ago 

%  Change 
year  04* 

BUSINESS  WEEK  PRODUQION  INDEX  (Mar ) 

178.5 

177.6r 

1.0 

BUSINESS  WEEK  LEADING  INDEX  (Mar ) 

216.6 

214.9r 

5.2 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (Mar.) 

1 18.3 

118.0 

1.1 

UNEMPLOYMENT  RATE,  CIVILIAN  (Mor.) 

5.2% 

5.3% 

4.0 

Sources:  BW,  CIBCR,  BIS 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (3/26) 

$804.8 

$802. 5r 

2.2 

BANKS'  BUSINESS  LOANS  (3/28) 

323.1 

323. 9r 

3.2 

FREE  RESERVES  (4/4) 

928 

575r 

NM 

NONFINANCIAL  COMMERCIAL  PAPER  (3/28) 

142.0 

143.4 

27.2 

Sources:  Federal  Reserve  Board  (in  billions,  except  fo 
a  two-week  period  in  millions). 

r  free  reserves 

which  are  expressed  for 

MONEY  MARKET  RATES  1 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (4/10) 

8.21  % 

8.31  % 

9,82% 

PRIME  (4/11) 

10.00 

10.00 

1 1.50 

COMMERCIAL  PAPER  3-MONTH  (4/10) 

8.25 

8.31 

9.88  ' 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/1 1) 

8.35 

8.39 

10.02 

EURODOLUR  3-MONTH  (4/4) 

8.40 

8.38 

10.14 

Sources:  Federal  Reserve  Board,  First  Boston 


—  Raw  data  in  the  production  indicators  are  seosonally  odjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  mochinery  and  defense  equipment. 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  available         r  =  revised         NM  =  Not  meaningful 
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Electronic  components  are  a  bit  lil^e  f/i/s. 


V 


The  peppery  furrow 
mussel  lives  a  protec- 
ted life  snug  inside  its 
tiglitly  sealed  shell. 
Two  siphons  control  its 
feeding  cycle. 


certain  electronic 
components  require 
lermetic  seals,  too. 
ichott's  glass-to-me- 
al seals  safely  isolate 
he  protecting  package 
rom  its  connecting 
vire. 


Nestled  a  few  inches  down  in 
the  sand,  the  peppery  furrow 
mussel  waits  for  the  tide  to 
come  in.  Like  some  bivalve 
snorkeler,  when  the  water  is  up 
it  raises  its  two  siphons  to  trap 
food  and  get  rid  of  waste.  Its 
two  shells  remain  clamped 
tight,  protecting  it  from  outside 
interference. 

 Electronic  components 

built  with  Schott  packages 
work  on  the  same  principle. 
Like  shells  to  the  mussel  they 
provide  a  protective  case 
consisting  of  a  metal  cap  and 
matching  header  or  base. 
Their  innards  could  be  a 
quartz  crystal  or  any  other 
electronic  chip.  These  inner 
organs  work  accurately  and 
dependably  only  when 
hermetically  protected  from 


environmental  influences.  But, 
of  course,  they  still  have  to  be 
connected  to  the  outside  for 
electrical  input  and  output. 

 How    can    this  be 

achieved  while  keeping  the 
hermetic  seal  intact?  For 
decades  Schott  has  been 
developing  special  glasses  to 
match  the  thermal  expansion 
characteristics  of  various  me- 
tals and  alloys.  Special  glass 
is  the  basic  component  for  the 
manufacture  of  glass-to-metal 
seals  between  connecting 
wires  and  the  base  metal  that 
ensures  a  hermetic  seal  and 
high  insulation  over  a  wide 
temperature  range. 

 Glass -to -metal  seals 

are  only  one  example  of  how 
Schott's  innovative  develop- 
ment responds  to  specific 


needs.  In  today's  world,  spe- 
cial glass  and  related  pro- 
ducts help  keep  technology 
advancing. 

 Schott  worldwide: 

50,000  products,  50  pro- 
duction facilities,  represented 
in  more  than  100  countries, 
with  over  $  1  billion  in  sales. 
 Schott  in  North  Amer- 
ica: 11  companies  employing 
more  than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to  Schott  Corporation, 
Department  B 1 1 , 3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 
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FEEDBACK  FROM 

A  PRIDE  OF  NONPROFITS  

Your  article  "Profiting  from  the  non- 
profits" (Cover  Story,  Mar.  26)  was 
very  mucii  appreciateci  by  the  nonprofit 
field.  We  have  some  unique  problems, 
but  most  of  them  are  shared  by  any 
organization.  Consequently,  we  think  of 
ourselves  as  good  executives  when  we 
are  successful.  Many  times  each  day, 
both  my  undergraduate 
business  degree  and 
.MBA  are  put  to  good  use. 

I  would  encourage 
young  persons  with  busi- 
ness degrees  to  serious- 
ly consider  a  career  in 
nonprofit  organizations. 
I  think  they  will  receive 
experience  and  authority 
far  sooner  than  their 
for-profit  colleagues. 
More  important,  their 
successes  will  be  far 
more  satisfying. 

H.  Bryan  Dodson 
President 
Huntsville  Rehabilitation  Foundation 
Huntsville,  Ala. 

■ want  to  be  the  among  the  first  to 
commend  BUSINES.S  WEEK  for  noting 
the  resourcefulness  to  be  found  in  some 
of  America's  best-run  nonprofits. 

Directing  California's  largest  service 
organization  for  the  poor  and  homeless, 
I  have  long  urged  the  application  of 
business  skills  in  managing  social  ills. 

Sound  management  transcends  the 
status  of  a  tax  category. 

Maxene  Johnston 
President 
Weingart  Center  Assn. 

Los  Angeles 

As  a  member  of  three  nonprofit 
boards,  I  take  issue  with  the  arti- 
cle's assertion  that  nonprofits  "lack  the 
discipline  of  a  bottom  line."  True,  non- 
profits do  not  have  investors  or  stock- 
holders to  satisfy,  but  they  are  account- 
able financially  to  donors  and  to  clients 
or  members. 

Yearend  surpluses  are  used  for  expan- 
sion and  growth.  The  essential  differ- 
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ence  between  the  nonprofit  sector  a: 
the  for-profit  sector  is  that  none  of  the: 
surpluses  is  distributed  to  individuals 
the  form  of  dividends  or  other  inve; 
ment  returns. 

Repeated  deficits  will  drive  a  nonpro^ 
it  out  of  business  just  as  surely  as  - 
peated  losses  will  drive  a  for-profit  o\ 
of  business. 

James  C.  Peck  J 
Decatur,  G 

■ read  with  great  ii 
terest  your  excellei 
article  that  gave  lonj 
overdue  recognition  t  ! 
the  leadership  and  ma 
agement  acumen  of  no 
profit  organization 
However,  one  importai 
factor  in  the  success 
nonprofits  was  omittei 
volunteers. 

The  National  Counc 
of  Jewish  Women,  wit 
its  bare-bones  budget 
less  than  $4  million 
nually,  could  not  hav 
become  the  leading  Jew 
ish  organization  on  pro-choice  and  chil 
care  issues  without  its  100,000  unsal: 
ried  members.  It  is  impossible  to  put 
price  tag  on  such  dedication. 

Iris  Gross,  Executive  Direct 
National  Council  of  Jewish  Wome: 
Nev/  Yor 

Bravo  on  your  report  about  nonprofi| 
managers.  The  donors  and  volur 
teers  we  work  with  look  for  just  thii 
kind  of  effective,  efficient  managemen| 
when  deciding  which  local  health  and  h 
man-care  agencies  to  fund. 

United  Way  funds  several  of  the  org; 
nizations  recognized  in  your  article.  Wi 
applaud  them  and  the  thousands  of  oth 
er  well-managed  nonprofits  that  hel 
people  in  need  throughout  America 

Robert  M.  Beggarl 
Senior  Vice-Presidenii 
United  Way  of  Americfl 
Alexandria,  Va, 
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■ was  shocked  at  your  inclusion  of  Pre& 
idents  Derek  Bok  (Harvard  Universi 
ty)  and  Frank  Rhodes  (Cornell  Universi 
tv)  as  leaders  of  some  of  "America'Sf'^' 
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frust,  after  all,  can  never 
bought.  It  can  only  be  earned. 
\t  The  Equitable,  we  earn  our 
!nt5'  trust  by  doing  business 
:h  honesty  and  integrity. 
'Ve  develop  with  each  client  a 
B-on-one  partnership  that 
2sn't  dissolve  once  the  policy 
delivered. 

Ve  sustain  that  trust  by  mak- 
it  our  policy  to  be  as  knowl- 
geable  about  the  needs  of  our 


customers  as  about  the  products 
we  provide  them. 

Our  Equitable  agents  — some 
11,000  strong— are  among  the 
most  highly  trained  in  the  indus- 
tn/.  In  fact,  no  company,  including 
ones  with  larger  agency  forces, 
has  as  many  agents  holding  the 

TheEOUITABLE 

Financial  Companies 

We  H-ave  Cre/\t  Plans  For  You. 


prestigious  Chartered  Life  Under- 
writer CCLU)  and  Chartered 
Financial  Consultant  (ChFC)  desig- 
nations.* 

Our  continued  success  tells  us 
that  our  commitment  and  profes- 
sionalism go  a  long  way  in  helping 
us  earn,  and  keep,  your  trust  and 
confidence.  It's  a  policy  that's 
been  paying  off  handsomely  for 
both  our  clients  and  The  Equita- 
ble for  over  130  years. 
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uesl-run  organizations."  I  would  like  to 
know  how  they  are  implementing  your 
No.  1  lesson:  "Smash  the  hierarchy."  As 
far  as  I  know,  tenure  still  persists  at 
their  institutions. 

Ted  Parker 
Camarillo,  Calif. 

Our  management  team  loved  your 
article  on  nonprofits.  Our  only 
problem  was  finding  us — the  almost 
14,000  credit  unions  serving  60  million 
Americans. 

Now  here  is  one  hell  of  a  success  sto- 
ry: low  losses,  the  strongest  federal  de- 
posit fund  in  the  U.  S.,  no  LBOs,  no  junk 
bonds,  no  foreign  loans — ^just  people 
power.  Without  argument,  the  most  suc- 
cessful nonprofit  in  America. 

Hal  Stephens 
President  and  CEO 
Mission  Federal  Credit  Union 
San  Diego 

A  FAIR  SHAKE  FOR  ALL 

ON  DEFICIT  REDUCTION  

Your  article  "Rosty's  plan  is  good — 
but  not  perfect"  (Editorials,  Mar. 
26)  complains  that  Dan  Rostenkowski's 
plan  to  end  the  339^  to  28%  tax  stepdown 


CORRECTIONS  &  CLARIFICATIONS 

The  figures  reported  for  full-year  1989 
profits  in  BUSINESS  week's  Fourth 
Quarter  Scoreboard  ("Another  swan 
dive  for  profits,"  Corporate  Score- 
board, Mar.  19)  were  in  error  for  sever- 
al companies.  The  correct  figures:  Air 
Products  &  Chemicals,  $210.4  million, 
down  4/'f  from  the  prior  year;  Ameri- 
can Cyanamid,  $292  million,  down  1%; 
Arco  Chemical,  $405  million,  down  lS7c. 
For  Kimberly-Clark,  fourth-quarter 
1989  sales  were  $1,463  billion,  up  5.27^ 
from  a  year  earlier;  full-year  sales  for 
that  company  were  $5,734  billion,  up 
6.S7<.  Profit  margins  for  the  fourth 
quarter  were  7.6?^,  compared  with  mar- 
gins of  6.S%  for  1988. 


for  the  richest  Americans  is  "misguid- 
ed." I  disagree:  Rosty's  plan  is  to  spread 
the  burden  of  reducing  the  budget  defi- 
cit to  all  American.s — including  the  rich. 
You  propose  increasing  only  excise  tax- 
es, which  is  the  most  regressive  form  of 
ta.xation. 

After  a  decade  of  making  the  tax 
structure  more  regressive — i.e.,  trans- 


ferring part  of  the  tax  burden  from  ric 
to  middle-class  and  poor  people — I  say 
is  about  time  that  someone  propose 
making  our  tax  structure  fair  again. 

Daniel  Gonnea 
Astoria,  N. 


HI 


There  is  little  evidence  that  Reagan 
drastic  federal  income-tax  cut  for  t\ 
wealthy  has  stimulated  them  to  sa\ 
where  most  needed,  that  is,  for  educ 
tion,  capital  investment  in  industrj 
housing  for  the  poor,  public  health,  i 
frastructure,  R&D,  etc.  It  seems  that  t 
much  of  their  spending  has  gone  fci 
personal  indulgence,  aided  by  their  mor 
gage-interest  deductions  for  million-do 
lar  houses. 

William  R.  Etherid^ 
Arlington,  V  i 


While  you  obviously  are  concernt 
with  the  regressive  impact  of 
Social  Security  freeze,  you  support — ar 
even  encourage — increases  in  consumi 
excise  taxes  on  alcohol,  gasoline,  ar 
cigarettes. 

Consumer  excise  taxes  are  the  mo; 
regressive  form  of  taxation.  Any  i 
creases  in  alcohol,  gas,  and  cigaref 
taxes  hurt  lower-  and  middle-income  pe 
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the  most  and  will  only  serve  to  make 
federal  tax  system  less  progressive. 

Leah  A.  Christopher 
State  Coordinator 
Missouri  Committee  Against 
Regressive  Taxes 
St.  Louis 

RREN  BUFFETT  ON  CHAMPION: 
D%  SATISFIED'  

^our  article  about  Champion  Interna- 
tional ("Is  Champion  ready  to  rise 
n  the  mat?,"  Inside  Wall  Street,  Apr. 
sfers  to  "the  growing  dissatisfaction 
mg  some  of  its  biggest  sharehold- 
-including  Warren  Buffett."  You 
dead  wrong  in  your  assumption, 
ou  could  have  avoided  this  mistake 
sither  reading  our  annual  report  or 
contacting  me.  We  are  100'/<  satisfied 
1  our  investment  in  Champion. 

Warren  E.  Buffett,  Chairman 
Berkshire  Hathaway  Inc. 

Omaha 

ICING  AMERICANS 

SAVE  MORE  

our  political  leaders  are  serious 
30ut  increasing  saving  in  this  coun- 
("A  wake-up  call  from  Rosty,"  Top 
the  News,  Mar.  26),  they  should 


change  our  tax  laws  to  make  saving 
profitable.  As  long  as  aftertax  yields  on 
savings  and  money-market  accounts 
barely  exceed  the  rate  of  inflation,  most 
middle-bracket  taxpayers  have  no  incen- 
tive to  defer  consumption. 

Consider  the  alternative.  Beginning  in 
1992,  all  interest  paid  on  newly  issued 
debt  (and  all  dividends  as  well)  would 
become  both  nontaxable  and  nondeduct- 
ible for  every  taxpayer. 

If  what  you  earned  on  your  savings  is 
what  you  kept,  savings  and  investment 
would  increase  dramatically — to  every- 
one's benefit. 

Jens  A.  Hansen 
Northbrook,  III. 


Your  characterization  of  Duane  J.  Pe- 
terson, executive  vice-president  for 
operations,  systems,  and  telecommunica- 
tions at  Merrill  Lynch  &  Co.  ("CIO  is 
starting  to  stand  for  'career  is  over,'  " 
Information  Processing,  Feb.  26)  was 
not  correct. 

Peterson  remains  our  chief  strategist 
in  modernizing  and  streamlining  our 
global  information  systems.  His  leader- 
ship has  been  central  to  our  initiatives  to 
reduce  operating  costs  while  maintaining 


high  standards  of  client  service,  and  we 
look  forward  to  his  continuing  contribu- 
tions as  a  key  member  of  our  executive 
management  team. 

Paul  W.  Critchlow 
Senior  Vice-President 
Communications 
Merrill  Lynch  &  Co. 

New  York 

KELLY-SPRINGFIELD  TIRES 
AREN'T  'CHEAP/  JUST  COMPETITIVE 

In  your  article  "After  a  year  of  spin- 
ning its  wheels,  Goodyear  gets  a  re- 
tread" (The  Corporation,  Mar.  26),  you 
say:  "While  Goodyear  has  always  sold 
cheap  tires,  it  has  done  so  only  through 
its  Kelly-Springfield  Tire  Co.  unit."  Kel- 
ly-Springfield products,  ranging  from- 
high-performance  radial  auto  tires  to 
large  farm-tractor  tires,  are  quality 
products  sold  at  competitive  prices. 

Jerry  Hess 
Director,  Public  Affairs 
Kelly-Springfield  Tire  Co. 
Cumberland,  Md. 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y.  10020,  Fax;  (212)  512-4464. 
Telex:  12-7960,  Intl.  4998204  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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^ur  car  breaks  down.  Gold  MasterCard! 


ow  help  is  just  a  phone  call  away.  24  hours  a  day. 

Any  time  of  the  day  or  night,  nationwide.  Gold  MasterCard 
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It's  very  likely  that  the  paint 
on  your  car  was  manufactured  by 
Akzo.  As  well  as  the  paint  on  your 

-s  and  windows. 

-ng  with  the  color  in  your 
wallpaper,  your  carpet  f  ^liturt. 
piastic  kitchenware.  and  p  ?rhaps 
ev^n  your  lawnmower. 


After  all.  Akzo  is  one  of  the 
V.  .r'd's  largest  makers  of 
pain.;  and  coatings.  And  many 
innovat:    s  come  from  our  labo- 
ratories. 

But  even  for  us  it  was  quite  a 
c\  allenge  to  be  involved  in  re- 
decorating the  city  center  of  Turin. 


Like  many  Italian  cities.  Turin 
had.  over  the  centuries,  assumed 
a  uniform  color:  a  drab  yellow 
ocher  Two  Italian  architects  and 
Akzo  were  commissioned  to 
determine  whether  the  colorful 
splendor  of  the  past  centuries 
could  be  restored. 


This  took  a  lot  of  worK.  i^- 
city  archives  were  combe 
plans  were  compared  wft  r-.j 
temporary  prints  and  F>aiii 

And  the  chemical  cor 
tion  of  the  rediscovered  tj*^ 
was  analyzed.  \t^, 

The  result  was  a  histo 


color  scheme  in  modern 
rdable  coatings. 
I  nwn  boasts  one  of  the 
autiful  city  centers  any- 
I  the  world. 

other  European  cities  are 

'ing  similar  plans. 

ne  of  the  world's  largest 


chemical  companies,  with  70,000 
people  in  50  countries  active  in 
the  fields  of  chemicals,  fibers, 
coatings  and  health  care,  we  in- 
vest many  millions  each  year  in 
countless  research  projects. 

Turin  is  a  typical  example  of 
how  we  work.  In  close  co-opera- 


tion with  our  clients.  Whether  it's 
a  gigantic  multinational  oil 
company  or  a  manufacturer  of 
golf  balls. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


AKZO 


NEW  AND  IMPROVED:  THE  STORY  OF 
MASS  MARKETING  IN  AMERICA 

Richara  S  recjiO.v 
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SATISFACTION  GUARANTEED: 
THE  MAKING  OF  THE 
AMERICAN  MASS  MARKET 

Susan  Strasser 

Pantheon  .  339dd  •  S24  95 


MARKETING  TO  THE  MASSES: 
AS  AMERICAN  AS  APPLE  PIE 


arketing  is  an  elusive  subject, 
[difficult  to  discuss  because  it 
lis  difficult  to  define,"  asserts 
Richard  S.  Tedlow  in  Nen'  and  Im- 
proved. Indeed,  marketing  can  seem  the 
murkiest  realm  of  business.  No  guru 
has  yet  been  able  to  quantify,  for  exam- 
ple, how  much  an  ad  on  prime-time  TV 
influences  a  viewer's  buying  habits. 

But  marketing  is  an  aspect  of  Ameri- 
can business  that  touches  all  of  us.  Few 
can  escape  the  assault  of  commercials, 
promotions,  new  packages,  and  shelf  dis- 
plays that  manufacturers  and  retailers 
depend  on  to  attract  buyers.  The  evolu- 
tion and  fine-tuning  of  such  techniques 
as  distribution  and  building  brand  names 
distinguish  America's  marketers  as  the 
world's  most  advanced — and  have  made 
the  U.  S.  the  world's  most  voracious  con- 
sumer society. 


This  evolution  is  the  subject  not  only 
of  Tedlow's  book  but  also  of  Susan 
Strasser's  Satisfaction  Guaranteed. 
Both  follow  mass  marketing  from  its 
birth  in  the  late  1800s  to  the  present. 
Tedlow,  a  Harvard  business  school  pro- 
fessor, tells  the  story  in  terms  of  corpo- 
rate conflict,  offering  four  detailed  case 
studies  that  carry  valuable  lessons  for 
modern  marketing  executives.  Strasser, 
a  social  historian  and  the  author  of  Nev- 
er Done:  A  History  of  Housework,  em- 
phasizes the  dramatic  effect  that  mass 
marketing  has  had  on  consumers  and  on 
society  in  general. 

Tedlow  divides  the  history  of  market- 
ing into  three  phases.  During  the  first, 
marketing  was  restricted  to  local  ef- 
forts. Then  the  advent  of  railroads, 
which  enabled  manufacturers  to  ship 
goods  efficiently  and  inexpensively 


throughout  the  country,  led  to  the  c;- 
ation  of  the  first  national  marketig 
campaigns.  Finally,  the  modern  tei- 
niques  of  dividing  consumers  into  del  >- 
graphic  and  psychographic  groups  w-t 
developed. 

How  smoothly  executives  madn  u 
transition  from  one  phase  to  the  nt  \i- 
the  question  Tedlow  explores  as  hi  > ; 
cusses  the  marketing  battles  fougl.i  \ 
Coca-Cola,  Ford,  a&p,  and  Sears.  Sn  ■ 
of  what  he  turns  up  is  quite  surprisii 
Although  Coke  was  already  famou.-  ■ 
its  ubiquitous  advertising,  for  ex;;iiii 
it  was  Pepsi-Cola  CEO  Walter  Stiiunt 
Mack  Jr.  who  approved  the  first  wuk 
used  advertising  jingle  in  1939. 

Even  the  soundest  marketing  s!i-  : 
gies  have  been  undermined  by  \^\,>\> - 
who  refused  to  change  with  the  tiH) 
Tedlow  notes.  Henrv'  Ford's  obstm;  v 
about  market  segmentation  is  le^t  i 
ary.  The  father  of  mass  marketiiiL; 
fused  to  believe  that  the  Model  T  i 
ceased  to  fit  all  car  buyers'  needs.  T 
blind  spot  gave  General  Motors  tlv 
vantage  when  Alfred  P.  Sloan  Jr.  1  ■ -j 
targeting  specific  models  toward  d;:  : 
ent  types  of  consumers. 

Tedlow  recounts  the  missteps  of  plt.j 
ty  of  other  executives,  too.  Asa  Grig 
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dler,  the  first  chairman  of  Coca-Cola 
resisted  selling  the  soft  drink  in  bot- 
,  seeing  no  need  to  expand  beyond 
company's  fountain  business.  (It  was 
dler,  however,  who  instituted  the 
pany's  tradition  of  monstrous  adver- 
ig  budgets  to  increase  consumption.) 
,  Richard  W.  Sears  spent  so  much 
!  writing  the  copy  for  his  mail-order 
pany's  catalogs  that  he  ignored  the 
d  for  orderly  management  tech- 
les  to  accommodate  Sears'  stupen- 
5  growth. 

"jiisfaction  Guaranteed  is  also  full 
'ascinating  details,  though  Strasser 
lents  them  in  a  less  organized  and 

compelling  fashion.  Marketers,  in 
.sser's  view,  learned  to  "create  a 
1."  They  persuaded  Americans  to 
ige  not  only  their  buying  patterns 
their  most  personal  habits — the  way 
'  cooked,  cleaned,  even  shaved — all 
ell  such  new  products  as  Crisco,  Ivo- 
oap,  and  Gillette  razors, 
xasser's  panoramic  approach  leaves 
n  for  more  offbeat  observations,  too. 
'as  marketers,  she  tells  us,  who  car- 

the  word  "campaign"  from  battle- 
I  lingo  to  the  consumer's  vocabulary. 

she  describes  a  near-riot  that  en- 
1  in  1905,  when  the  maker  of  Blue 
ling  Stamps  closed  its  New  York  of- 
;  after  a  financial  collapse.  The  mob 


THE  CELEBRITY  ENDORSEMENT,  CIRCA  1919: 
MARION  DAVIES  FOR  COCA-COLA 


lebrity  endorsements.  In  the  early  1920s, 
a  Campbell  Soup  Co.  executive  wrote  of 
the  need  for  "the  ceaseless  propaganda 
for  soup  eating"  as  well  as  for  the 
Campbell  name.  In  the  1980s,  the  slogan 
was  "Soup  is  good  food." 

Even  point-of-sale  promotions  are  lit- 
tle changed.  The  recipe  booklets  found 
attached  to  the  first  cans  of  Crisco,  in- 
tended to  promote  the  use  of  this  unfa- 
miliar product,  were  the  prototype  of  the 
recipes  printed  on  dozens  of  food  pack- 
ages today.  And  National  Biscuit  pushed 
retailers  to  provide  free  samples  as  long 
ago  as  1906. 

This  realization — that  few  modern 
marketing  techniques  are  truly  mod- 
ern— prompts  the  reader  to  ponder  the 
future.  How  will  today's  companies 
adapt  to  an  even  more  segmented  mar- 
ket that  has  become  harder  to  reach 
through  traditional   media?   How  will 
they  utilize  the  reams  of  consumer  infor- 
mation now  available  to  manufacturers  ^ 
from  scanner-type  cash  registers  and  | 
other  technologies?  What  business  needs  8 
now  is  innovators  with  the  kind  of  vision  d 
described  in  these  books,  for  market-  < 
ing's  next  phase  must  be  just  around  the  ° 
corner.  S 
BY  WALECIA  KONRAD  o 
Atlanta  Correspondent  Konrad  covered  ad-  S> 
vertising  for  Bt'SfNESS  WEEK.  § 


was  made  up  of  housewives,  angry  be- 
cause they  could  no  longer  redeem  their 
stamps. 

Perhaps  the  most  striking  impression 
one  gleans  from  both  books  is  that  to- 
day's marketing  and  advertising  execu- 
tives use  few  original  methods.  In  1893, 
for  example,  Eastman  Kodak,  in  one  of 
its  earliest  ads,  featured  Admiral  Robert 
Peary,  the  explorer — one  of  the  first  ce- 
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TAXES:  I  HATE 
TO  BRING  UP 
THE  SUBJECT, 
BUT. 


S  BLINDER 


Rostenkowski's  tax  plan 
is  a  good  one. 
But  there  ai'e  a  few 
\va\"s  to  make  it 
even  better 


ALAN  S  BLINDER  IS  THE  GORDON  S  HENTSCHLER 
MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON  AND 
THE  A;JTH0R  OF  HARD  HEADS.  SC^  HEARTS 


April  is  the  crudest  month  to  talk 
about  taxes.  Yet  Representative 
Dan  Rostenkowski  has  somehow 
managed  to  remove  "tax"  from  the  list 
of  pohtical  four-letter  words. 

That's  a  step  in  the  right  dii-ection 
because  America's  antitax  obsession  is 
costing  us  many  missed  opportunities — 
ranging  from  rebuilding  our  crumbling 
infrastructure  to  supporting  the  West- 
ernization of  Eastern  Europe. 

Just  in  case  the  nation  is  i-eally  on  the 
verge  of  a  serious  debate  over  taxes,  I 
offer  sLx  points  that  seem  to  have  been 
forgotten  during  the  years  of  the  tax 
revolt. 

UGHT  BURDEN.  Fil-st,  we  le\->-  taxes  not 
for  fun  nor  because  those  living  inside 
the  Beltway  seek  retribution  from  those 
li\ing  outside,  but  to  pay  our  collective 
bills.  That  is  what  Justice  Ohver  Wendell 
Holmes  meant  when  he  said  taxes  are 
what  we  pay  for  a  civilized  society. 

Second,  Americans  are  lightly  taxed 
compared  with  citizens  of  other  "civi- 
lized societies."  Among  the  industrial  na- 
tions. Japan  used  to  stand  out  as  ha\ing 
the  lowest  ratio  of  taxes  to  GXP,  with 
America  a  distant  second.  Now.  howev- 
er, the  Japanese  tax  burden  has  risen  to 
approximate  equalit}"  with  our  own. 

Third,  despite  what  you  read  in  Tfie 
Wall  Street  Journal,  taxes  as  a  percent 
of  GXP  in  the  U.  S.  barelv  rose  in  recent 
decades.  It  was  32^;  in"  1989,  3L1^<  in 
1979.  and  31.1";  in  1969. 

Fourth,  the  need  for  new  revenue  is 
modest.  Even  if  we  set  an  aggi-essive 
target  of  bringing  the  federal  budget 
deficit  all  the  way  to  zero,  closing  half 
the  gap  by  tax  increases  requu-es  only  a 
7^;  increase  in  the  overall  federal  tax 
burden.  That's  like  raising  a  sales  tax 
from  b''  to  5.3o'"i.  or  a  15"'  income  tax 
rate  to  16'"'  .  Only  the  woi-st  kind  of  par- 
tisan wrangling  could  have  turned  such 
an  economic  molehill  into  a  political 
mountain. 

These  first  four  points  add  up  to  the 
conclusion  that  the  tax  increases  we 
have  in  store  for  us  will  not  kill  capital- 
ism as  we  know  it.  The  next  two  points 
help  us  distinguish  good  from  bad  taxes. 

Fifth,  we  should  favor  taxes  that  do 
the  least  possible  harm  to  the  productivi- 
ty" of  our  nation's  economy.  Usually,  this 
means  relying  on  taxes  that  interfere 
minimally  with  market-driven  decisions. 
But  there  are  exceptions,  as  I  will  note 
shortly. 

SLxth,  and  finally,  revenue  should 
be  raised  in  ways  society  deems  "fair."' 
Fairness  is  an  elusive  concept,  to 
be  sure.  But  to  many  people  it  means 
prefening  progressive  taxes  to  regres- 
sive ones. 

To  what  specific  taxes  do  these  gener- 
al principles  lead?  For  starters,  let's  con- 


I 


sider  the  main  revenue-raisers  m  ti 
Rostenkowski  package. 

The  congressman  would  like  to  ra 
the  tax  rate  in  the  highest  income  bra 
et  from  28"'f  to  33/f — ending  the  curii  3 
pattern  under  which  marginal  inco 
tax  rates  now  rise  and  then  fall  as  t 
able  income  increases.  This  step  is  lo 
overdue  and  is  the  one  item  in  the  pa 
age  that  adds  progressiveness. 

Rostenkowski  also  wants  to  susptj 
tax-bracket  indexing  for  a  year.  Tl 
would  be  a  bad  precedent,  for  indexi 
is  a  desirable  permanent  feature  of  c 
tax  code.  But  a  one-year  suspension,  a 
time  when  inflation  is  low  and  steady, 
equivalent  to  a  small  across-the-bot 
tax  increase — except  that  it  exempts  t 
highest  incomes.  All  in  all,  not  a  gr 
idea,  but  not  a  calamitj-  either. 

Next,  he  would  boost  "sin"  taxes 
tobacco  products  and  alcoholic  be\ 
ages.  I  say,  hooray.  True,  this 
change,  taken  in  isolation,  would  be 
gressive.  But  here  is  a  case  where 
can  actually  improve  economic  efficier 
by  raising  taxes  because  smoking  a 
excessive  diinking  impose  a  variety 
costs  on  all  of  us.  If  the  power  to  tax 
indeed  the  power  to  destroy,  what  bet 
place  to  use  it? 

Finally,  he  would  increase  the  fede 
excise  tax  on  gasoline.  Some  increas 
levy  on  gasoline  can  certainly  be  rat 
nalized  on  efficiency  grounds  as  a  tax 
pollution.  Other  than  that,  I  am  not  si 
why  we  should  single  out  gasoline  foi 
special  tax  penalty. 

All  in  all.  the  Rostenkowski  packa 
desen  es  at  least  a  gi^ade  of  B  +  ,  ma\ 
higher.  How  could  it  be  improved?  HJ 
is  a  quick  list  of  my  personal  favorite 
Space  limitations  allow  only  a  sketc| 
rationale  for  each  and  preclude  hsiig 
ideas  that  have  not  the  slightest  chai 
of  enactment. 

■  Make  most  Social  Security  benei 
taxable,  which  would  be  more  progr 
sive  than  skipping  indexing  for  a  yea 

■  Close  one  of  the  biggest  loopho 
in  the  tax  code  by  taxing  capital  ga 
at  death,  or  at  least  shrink  it  by  m. 
ing  each  heii-  inherit  the  decedent's  c 
basis. 

■  Penalize  short-temi  security  trad: 
by  imposing  a  small  tax — say,  0.5"f — 
transactions. 

■  Compensate  for  these  last  two  lev 
on  capital  by  indexing  capital  gains  £ 
interest  income  (but  also  interest 


pense). 

■  Transform  the  federal  estate  tax  fr 
a  joke  into  a  serious  tax  by  closing  ■ 
more  egregious  loopholes,  thereby  n 
ing  more  revenue  with  lower  statuti 
rates. 

Now.  is  there  anyone  left  in  Amer 
who  will  vote  for  me? 
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^ntury's  quintessential  ly  anti- 
ompany  establish  itself? 
fit,  logical  intuition,  feisty 
agineers,  millions  of  like- 
ipital  raised  in  every  nook 
le  time,  we  had  four  listings]' 
)tes.  ''Our  common,  two  pre- 
:iy  NASDAQ  and  not  one 
)r  the  same  reason  that  you 
lymore-'  answers  Chairman 
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SHORT-TERM  CREDIT 
IS  BREAKING 

OUT  ALL  OVER  

When  President  Carter  invoked 
a  series  of  credit  controls  in 
1980,  the  economy  plunged 
into  recession.  Now,  economic  observers 
are  worried  that  regulatory  pressure  on 
banks  to  tighten  lending  standards  is 
creating  a  similarly  lethal  credit  crunch. 
Fueling  such  fears  is  the  recent  contrac- 
tion in  commercial  and  industrial  loans. 
According  to  the  Federal  Reserve  Board, 
C&l  loans  from  December  through  Feb- 
ruary fell  at  a  sharp  5.2'/''  annual  rate — 
the  steepest  three-month  rate  of  decline 
since  the  1980  recession. 
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Economist  Lacy  H.  Hunt  of  Carroll, 
McEntee  &  McGinley  Inc.  isn't  pressing 
the  panic  button,  however.  "Banks  have 
gotten  more  picky,"  he  says,  "but  the 
real  reason  C&l  loans  have  dropped  so 
dramatically  is  that  borrowers  find  they 
can  do  a  lot  better  in  the  commercial 
paper  market."  Hunt  notes  that  interest 
rates  on  high-grade  commercial  paper 
have  recently  run  about  8^4%,  compared 
with  the  107'  prime  rate.  "Even  for 
strong  companies,  which  can  borrow  be- 
low prime,"  he  says,  "the  spread  has 
been  too  attractive  to  ignore." 

The  t  ;. plosion  in  the  commercial  paper 
market  tells  the  story.  In  the  past  three 
months,  the  issuance  of  nonfinancial 
commercial  paper  has  soared  at  a  42.4'/' 
annual  rate,  compared  with  a  16.5%  pace 
in  the  prior  three  months.  Meanwhile, 
weekly  reports  indicate  that  C&L  loans  by 
large  banks  also  picked  up  steam  in 
March  (smaller-bank  data  are  available 
only  after  a  month's  lag).  Indeed,  adding 
the  growth  in  C&J  loans  to  commercial 


paper  reveals  that  short-term  credit  has 
actually  accelerated  in  recent  months 
(chart).  "The  sum  of  C&I  loans  plus  com- 
mercial paper  is  up  at  an  11.5%  annual 
rate  since  December,"  says  Hunt. 
"That's  well  above  the  S.97<'  rise  posted 
by  this  broad  measure  of  short-term 
credit  over  the  past  year." 

As  Hunt  sees  it,  the  robust  growth  in 
short-term  credit  demands  reflects  both 
a  pickup  in  economic  activity  and  the  end 
of  inventory  liquidation.  At  the  same 
time,  he  thinks  the  recent  relative  rise  in 
long-term  rates  has  undoubtedly  encour- 
aged some  companies  to  borrow  short  in 
the  hope  that  long  rates  will  come  down. 
"The  bottom  line,"  says  Hunt,  "is  that 
business  appears  to  be  improving.  Retail 
sales,  employment,  and  production  his- 
torically tend  to  move  together  with 
short-term  ci'edit  needs." 


NOW,  JAPAN'S  LABOR 
TAB  IS  25%  LOWER  THAN 
CORPORATE  AMERICA'S 

The  decline  in  the  yen  has  substan- 
tially raised  Japan's  labor-cost  ad- 
vantage vis-a-vis  the  U.  S.,  reports 
economist  Nicholas  S.  Perna  of  Connecti- 
cut National  Bank.  Perna  notes  that  in 
1988,  when  the  yen  was  relatively  strong 
against  the  dollar,  Japanese  hourly  com- 
pensation costs  in  manufacturing  were 
only  about  10%  lower,  in  dollar  terms, 
than  those  in  the  U.  S.  Based  on  current 
exchange  rates,  however,  he  estimates 
Japanese  factory  wages,  in  dollars,  are 
now  a  startling  25%  below  U.  S.  levels — 
giving  Japanese  imports  a  sharp  price 
advantage  in  the  U.  S.  and  suggesting 
"that  cutting  Japan's  huge  trade  surplus 
will  still  be  an  uphill  struggle,  despite 
recent  trade  concessions  by  Japan." 


A  DOUBLE  WHAMMY 
FOR  U.S.  INVESTORS 
IN  THE  NIKKEI  

Whatever  the  relative  economic 
strengths  of  the  U.  S.  and  Ja- 
pan, U.  S.  investors  who  shied 
away  from  the  Japanese  stock  market 
during  the  past  year  can  pat  themselves 
on  the  back.  Morgan  Stanley  Capital  In- 
ternational calculates  that  an  American 
investing  in  U.  S.  stocks  would  have 
reaped  a  gain  of  13.9%  between  the  end 
of  January  last  year  and  Mar.  30  of  this 
year.  But  if  he  had  placed  his  money  in 
the  Japanese  market,  the  combined  im- 
pact of  falling  stock  prices  and  the  de- 
cline in  the  yen  would  have  cost  him 
nearly  a  third  of  his  original  investment. 


THINK  A  WINNING 
STREAK  IS  A  GOOD  BET? 
THINK  AGAIN  

In  basketball,  it's  called  "the  he 
hand":  the  belief  that  players  wh 
make  a  basket  and  teams  that  win 
game  are  more  likely  to  hit  their  ne) 
shot  or  win  their  next  game  than  thos 
who  miss  a  shot  or  lose  a  game.  Bl 
Colin  F.  Camerer  of  the  University  ( 
Pennsylvania's  Decision  Sciences  Dep 
points  out  in  the  latest  issue  of  77 
American  Economic  Review  that  tll..i 
hot  hand  is  a  myth.  il 
While  some  players  and  teams  are  olL 
viously  better  than  others,  resean 
shows  that  at  any  level  of  ability,  ou 
comes  of  consecutive  shots  or  games  ai 
approximately  independent,  or  randor 
"Belief  in  the  hot  hand  is  a  mistake  r 
suiting  from  a  persistent  misunderstan 
ing  of  the  nature  of  randomness,"  sa; 
Camerer.  That's  because  even  in  a  ra 
dom  pattern,  a  streak  of  the  same  r 
suit — such  as  winning  games — can  st 
occur  for  a  brief  period  of  time. 

All  of  which  leads  Camerer  to  ask  tl 
intriguing  questions  of  whether  bettii 
patterns  reflect  the  hot-hand  fallacy  ai 
whether  a  sophisticated  investor  cou 
profit  from  this  knowledge.  Becau 
bookmakers  set  point  spreads  in  bask( 
ball  betting  to  balance  the  dollar  amou 
placed  on  each  team,  such  spreads  i 
fleet  bettors'  beliefs.  And  if  bettors  gt 
erally  overestimate  the  ability  of  h 
teams,  such  teams  tend  to  have  unreal 
tically  high  point  spreads.  Thus,  son 
one  betting  consistently  against  tear 
with  winning  streaks  should  come  o 
ahead  because  such  teams  tend  to 
less  well  than  the  point  spreads  predi 
That,  in  fact,  is  what  Camerer's  i 
search  indicates.  Using  published  poi: 
spread  data  and  actual  results  of  profi 
sional  basketball  games  from  1983 
1986,  he  finds  that  teams  with  winni: 
streaks  do  tend  to  do  worse  than  thi 
point  spreads  predict.  But,  though  t 
errors  are  statistically  significant,  th 
are  too  small  to  be  pi'ofitable.  Becau 
bookmakers  get  their  profits  by  taking 
small  percentage  of  the  gambling  actic 
a  bettor  must  win  52.4%  of  his  bets 
break  even.  And  bettors  who  bet  agaii 
hot  teams  in  Camerer's  sample  won  oi 
52.1%  of  the  time. 

"Though  the  basketball  market  sho 
the  influence  of  the  hot  hand  and  is  t\  j 
imperfect,"  concludes  Camerer,  "it  I 
still  efficient  in  the  sense  that  tradi  j 
patterns  eliminate  the  chance  to  pre  j 
from  market  imperfections."  i 
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Nobody  knows 
the  troubles  we've  seen. 

The  world  we  live  in  is  full  of  banana  peels.  If  only  they  were  this 
easy  to  spot.  The  best  hope  of  avoiding  mishaps  is  experience. 

And  no  one  has  more  know-how  in  property  and  casualty 
insurance  than  the  CIGNA  companies.  You  name  it,  we've  seen  it. 

Which  means  we're 
able  to  find  ways  others 
may  miss  to  help  prevent 
unnecessary  risks. 

And  reduce  the  likeli- 
hood of  serious  losses. 

Unlike  those  who 
assess  risk  strictly  by  the 
book,  we  have  the 
insight  to  read  between 
the  lines.  As  well  as  the 
willingness  to  find 
alternative  solutions. 

The  point  is,  no  matter 
how  complex  or  unusual 
the  challenge,  we  get 
results.  In  fact,  our  loss 
control  services  are  so 
effective,  that  several  of  our  long-term  customers  have  seen  a 
reduction  in  the  frequency  and  severity  of  claims  by  more  than  50%. 

Write  the  CIGNA  Property  and  Casualty  Companies,  Dept.  RH, 
1600  Arch  Street,  Philadelpliia,  PA  19103. 

Because  when  all  is  said  and  done,  the  more  you  know  trouble,  the 
less  likely  trouble  will  know  you. 


We  get  paid  for  resultsr 


TM 


Tank  Tough 
your  business. 


In  today's  unforgiving  business  environ- 
ment, nobody  wants  to  hear  that  your 
printer  went  down.  Or  it  zigged  when  it 
should've  zagged.  Performance  is 
everything.  And  reliability  is  the  key.  They 
don't  come  any  tougher  than  the  new 
390  Plus  printers  by  Okidata. 

Tank  tough. 

The  new  390  Plus  Series  are  the  most  ver- 
satile printers  in  the  business.  Spreadsheets 
to  multi-part  forms,  letter  quality  to  super 
high-speed  drafts,  these  tough  guys  can 
handle  anything  you  throw  at  them.  You 
can  run  your  whole  business  or  department 
on  a  390/391  Plus,  or  393  Plus. 

Tank  tough. 

Superior  engineering  makes  paper  hand- 
ling a  breezeMore  type  faces  make  for  more 
exciting  presentations.  And  there  isn't  a 
printer  on  the  market  that  pumps  out  quali- 
ty work  faster,  on  a  day  in,  day  out  basis 
than  these  workhorses. 

Tank  tough. 


Rugged  reliability. 
Consistent  perfor- 
mance. Incredibly 
versatile.  After  more 
than  3,000,000  print- 
ers, the  folks  at 
Okidata  know  what 
you  want.  And  you  get  it  all  with  the  value 
packed  390  Plus  Series. 

Printers,  faxes,  PC  modems.  Okidata  builds 
the  toughest  around.  CaU  1-800-OKIDATA 
for  the  tank  tough  dealer  nearest  you. 


Pfi  nth  ofifi 

200  million 
characters 

Life 

Paper 
Handling 

Top. 
bottom,  & 
^Kc^feed 

The  390  Series  got  rave  reviews  from  PC  Magazine  and  PC  World.  We've  made  the  390  Plus  printers  even  better. 


The  best  printers  in  the  business  just  got  better.  Introducing  the  new  390  Plus  Series. 


Printers  that  do  it  all. 

OKIDATA 

^  an  OKI  AMERICA  company 

We  put  business  on  paper. 


Ihislsnt 
PersonaLlhis 
IsBnsines& 

Business  runs  on  personal  inter-  power  of  UNIX:  The  speed  of  our 

action.  extraordinar)'  M88000  RISC  micro- 

It"s  time  computers  interacted,  processor  The  multi-host  capabil- 
too— and  better  than  personal  ities  of  the  X  wmdow  system. The 
computers  ever  did.  Now  a  new  simplicit}'  of  a  sophisticated  graph- 
computer  does.  ical  user  interface.  And  access  to 

Introducing  the  MultiPersonar  hundreds  of  industr}'-specific  UNIX 

Computer  from  Motorola. The  applications.  All  with  Motorola's 

next  logical  step  m  the  evolution  of  commitment  to  open  standards 

corporate  computing.  and  uncompromising  quality 

It  works  the  same  way  you  do.         So  expand  your  personal 

Dvmamically  Interactively  For  boundaries.  Call  1-800-556-1234. 

seamless  network  computing  Ext.  165.  In  California.  1-800- 

between  people  and  computers  441-2345.  Ext.  165. 
throughout  your  And  get  down 


company  ■^niiRi£Nv^vi!inQ        business  the 

It  gives  you  the        ■■rl&'l^lT^liia^  MultiPersonal  way 


Netmrk  Computing  With  A  Personal  ToucK 


C  1990  Moiorola.  1- 


fij^  MOTOROLA 

Computer  Group 


Motorola  Compuicr  Group  is  a  member  M  Motorolas  General  Sysicms  Sector  MultiPersonal.  Motorola  and  the  Motorola  logo  are  trademarks  of  Motorola,  Inc  UNIX  :s  a  registered  trademark  of  AT&T 
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BY  JAMES  C,  COOPER  AND  KATHLEEN  MADIGAN 


IE  JOB  NUMBERS  PAINT  A  PICTURE 
IT  ISN'T  PRETTY 


VER  JOB  GROWTH 
FOR  SERVICES 


ENT  CHANGE  EROMAVEARAGO 
DATA:  UBOR  OtPT,  BW 


I  conomists  have  had  a  tough  job  during  this  expan- 
I  sion.  They  have  had  to  plot  the  course  of  the 
■  economy,  even  as  massive  tax  cuts  and  deregula- 
of  everything  from  interest  rates  to  airfares 
iged  its  very  structure.  Through  it  all,  the  labor 
<ets  have  been  a  steady  beacon.  Right  now,  they're 
aling  rough  times  ahead. 

le  Labor  Dept.'s  employment  report  for  March  was  a 
irshed.  It  proved  dramatically  that  aberrant  weather 
other  special  factors  overstated  the  economy's 
igth  in  January  and  February.  That  means  economic 
tfth  in  the  second  quarter  is  likely  to  look  a  lot 
{er  than  it  did  in  the  first. 

Payroll  employment  rose  by 
only  26,000  jobs  in  March,  fol- 
lowing huge  gains  of  356,000  in 
February  and  361,000  in  Janu- 
ary. Only  the  hiring  of  census 
takers  prevented  employment 
from  declining.  Excluding  gov- 
ernment, jobs  in  private  indus- 
try fell  49,000.  Except  during 
major  strikes,  that's  the  first 
time  private  employment  has 
declined  since  the  last  recession, 
s  now  obvious  that  job  growth — and  the  economy — 
iins  in  a  slowdown.  During  the  past  four  quarters, 
'arm  employment  has  increased  2.3%,  well  below  its 
pace  of  a  year  ago.  Jobs  in  the  goods-producing 
Dr  have  been  hit  the  hardest.  Factory  employment 
been  declining  since  last  April.  And  weakness  in 
ufacturing  is  dragging  down  job  growth  in  services 
rt). 

le  pallid  showing  in  March  kills  any  likelihood  of 
etary  tightening  by  the  Federal  Reserve  Board.  It 
lests  that  upcoming  data  on  industrial  production, 
.city  utilization,  and  housing  starts  will  be  soft. 
'it  at  the  same  time,  chances  that  the  Fed  will  ease 
slim.  The  March  job  numbers  were  not  as  weak  as 

looked.  They  were  largely  a  consolidation  of  the 
ime  factors  in  construction,  retail  trade,  and  autos 

had  exaggerated  job  growth  earlier  in  the  year. 

I  SECOND  Special  factors  or  not,  much  of  the 
lARTER  strength  in  the  early  part  of  the  year  will 
LOOKING  show  up  in  first-quarter  growth  in  real 
^  gross  national  product.  Real  GNP  could 

ly  end  up  close  to  a  3%-  annual  rate  when  the  Com- 
ce  Dept.  makes  its  report  on  Apr.  27. 
tie  sign  pointing  that  way  is  hours  worked  in  non- 


farm  industries:  They  rose  at  an  annual  rate  of  2.7%  last 
quarter.  That  figure,  plus  the  quarter's  gain  in  produc- 
tivity, is  usually  close  to  growth  in  real  GNP.  Even  if 
productivity  is  unchanged,  the  jump  in  hours  worked — 
the  strongest  in  a  year — suggests  a  solid  performance. 

In  addition,  capital  spending  was  an  especially  strong 
contributor  last  quarter,  according  to  the  government's 
latest  roundup  of  businesses'  spending  plans  for  1990. 
The  survey,  taken  in  January  and  February,  shows  that 
industries  were  planning  to  boost  their  inflation-adjusted 
outlays  for  new  plants  and  equipment  by  an  annual  rate 
of  11.8%  in  the  first  quarter,  up  sharply  from  the  slim 
1.5%'  increase  in  the  fourth  quarter  of  1989. 

But  planned  increases  in  capi- 
tal spending  in  the  year's  subse- 
quent quarters  are  much  small- 
er. The  March  job  report  is 
saying  that  economic  growth 
this  quarter  is  likely  to  be  much 
softer,  particularly  because 
manufacturing  shows  few  signs 
of  recovery. 

Factories  cut  an  additional 
31,000  jobs  from  their  payrolls 
last  month,  bringing  total  losses 


WHO'S  BOOSTING 
CAPITAL  SPENDING 


□  IWANUfAaURING 

□  COMMERCIAL 
AND  OTHER  SERVICES 


'88  '89  '90 

A  PERCENT  CHANGE  PLANNED 
DATA:  COMMERCE  DEPT. 


since  their  expansion  peak  in  March,  1989,  to  260,000. 
The  factory  workweek  was  unchanged  in  March  at  40.7 
hours.  That,  plus  the  widespread  drop  in  jobs,  signals 
that  factory  output  last  month  remained  weak. 

Construction  will  also  be  a  soft  spot  in  the  second 
quarter,  because  warm  weather  in  January  and  Febru- 
ary allowed  builders  to  start  projects  that  they  otherwise 
would  have  begun  in  the  spring.  Construction  employ- 
ment rose  by  178,000  workers  in  the  first  two  months  of 
the  year,  but  jobs  fell  by  64,000  in  March.  Further  cuts 
in  building  payrolls  this  spring  are  likely. 

Employment  growth  in  services  is  still  healthy.  But 
even  here,  weakness  in  manufacturing  is  taking  a  toll. 
Job  gains  in  private  services,  excluding  government,  av- 
eraged only  167,000  per  month  during  the  past  year, 
down  from  nearly  200,000  during  the  previous  year. 
Most  of  that  slowdown  has  occurred  in  goods-related 
industries  such  as  retail  and  wholesale  trade. 

A  SOLID  The  divergent  patterns  of  economic 
YEAR  FOR  health  in  manufacturing  and  services 
BUSINESS  show  up  in  the  two  sectors'  capital  spend- 
OUTLAYS  i]^g  plans  (chart).  Industry  as  a  whole 
expects  to  lift  outlays  to  $513  billion  in  1990,  from  $476 
billion  in  1989.  After  adjusting  for  price  changes,  that 
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works  out  to  a  real  increase  of  7.6%.  That's  down  slight- 
ly from  last  year's  8.6%  gain  but  well  above  the  previous 
projection  of  4.9%  indicated  in  last  fall's  survey. 

But  factories  plan  to  lift  their  spending  by  only  4.6% 
this  year,  after  price  adjustments,  nearly  half  of  last 
year's  8.3%  advance.  And  the  increase  is  not  broad: 
Three  industries — paper,  chemicals,  and  petroleum — ac- 
count for  60%  of  the  gain. 

By  contrast,  commercial  services — including  retail  and 
wholesale  trade,  finance,  communications,  and  other 
business  and  personal  services — are  expecting  a  strong 
11.3%  increase  in  this  year's  outlays,  on  top  of  last  year's 
10.8''^  rise. 

These  different  paths  aren't  hard  to  figure:  Factories 
are  in  no  position  to  make  big  additions  to  capital  bud- 
gets. Manufacturing  is  beset  by  weak  orders,  falling 
operating  rates,  and  a  squeeze  on  profits.  Demand  for 
services  is  much  stronger,  and  many  service  companies 
face  pressure  to  offset  rising  labor  costs  by  increasing 
worker  productivity,'. 

As  in  1989,  the  lion's  share  of  capital  outlays  by  all 
industries  is  likely  to  go  for  new  equipment.  Many  com- 
panies, particularly  in  manufacturing,  are  still  moderniz- 
ing facilities  to  increase  international  competitiveness. 

New  construction,  especially  of  office  buildings,  will 
suffer  from  past  overbuilding  and  high  vacancy  rates. 
The  vacancy  rate  for  offices  and  industrial  plants  rose  to 
a  record  23.1' ^  in  the  fourth  quarter  of  last  year. 


WHERE  WAGE  GAl| 
HAVE  PEAKED 


SERVICE 
PAY  IS 
FUELING 
INFLATION 


Service  companies  need  the  productivity 
gains  that  new  equipment  can  offer  be- 
cause the  labor  market  for  service  work- 
ers is  tight.  True,  growth  in  ser\ice 
wages  appears  to  have  peaked  during  the  past  year,  but 
the  pace  is  still  fairly  rapid.  That's  keeping  upward 
pressure  on  labor  costs  and  propping  up  inflation. 

During  the  past  four  quarters,  average  hourly  earn- 
ings have  risen  3.8%,  down  slightly  from  4%  during  the 


previous  year.  All  that  slowing  has  occun'ed  in  manuic- 
turing,  where  wages  have  risen  only  2.6%  during 
past  year,  down  from  3.27c  previously.  However,  .<er 
wages  have  growTi  4.5%,  unchanged  from  their  pace 
year  ago  (chart)! 

Labor  demand  for  many  occupations  remain- 
tight.  The  jobless  rate  for  managerial  and  profe.-^.sll . 
workers  stood  at  1.8%  in  March,  and  the  rate  for  tec. 
cal,  sales,  and  administrative  jobholders  was  only  3/: 
Those  rates  are  well  below  the  national  average  of  or, 
These  occupations  accounted  for  slightly  more  than  i 
of  the  nearly  120  million  jobs  in  March. 

Tighter  job  conditions  are  ' 
even  drawing  in  w'orkers  from 
fringe  areas  of  the  labor  mar- 
kets. The  number  of  discour- 
aged workers — those  who  want 
jobs  but  have  stopped  looking 
because  they  feel  they  cannot 
find  one — fell  to  only  750,000  in 
the  first  quarter.  That's  the 
lowest  since  1979. 

The  squeeze  is  coming  from 
the  slowdown  in  growth  of  the 
labor  force.  That's  one  reason  the  unemplojTnent 
has  remained  so  stable  during  the  past  year,  despite 
declines  in  manufacturing  and  slower  growth  in  ser 
employment.  With  labor  force  growth  averaging  ab 
150.000  workers  per  month,  the  pace  of  emplojir 
gains  would  have  to  slow  to  less  than  that  to  push  up 
jobless  rate. 

If  the  economy  remains  weak  for  the  rest  of 
year — which  looks  increasingly  likely — ^job  growth  i 
well  slow  enough  to  ease  the  upward  pressure  on  wa.^ 
But  the  rapid  rise  in  the  cost  of  workers'  benefits 
keep  the  heat  under  overall  labor  costs.  So,  despite 
economic  slowdown,  inflation  in  1990  is  likely  to  renff 
entrenched  at  last  year's  pace  of  about  4.5%. 
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THE  WEEK  AHEAD 


CONSUMER  PRICE  INDEX 


Tuesday.  Apr.  17,  8:30  a.m. 
Consumer  prices  probably  increased  by 
about  0.3'f  in  March,  following  stronger 
gains  of  0.5'  '  in  February-  and  1.1%  in 
January.  Those  jumps  were  driven  by 
energ\'  costs.  Now  that  fuel  prices  are 
falling  back,  grow  th  in  the  total  consum- 
er price  inde.x  should  be  more  subdued. 


HOUSING  STARTS 


Tuesday,  Apr.  17.  8:30  a.m. 
New  homes  were  likely  started  at  an 
annual  rate  of  about  1.3  million  in 
March,  dowTi  from  1.48  million  in  Febru- 
ar\'.  Warm  weather  in  January"  and  Feb- 
ruarj-  boosted  starts  in  early  1990  and 
probably  stole  activity  away  from  the 


spring  months.  Higher  mortgage  rates 
also  are  hurting  housing  demand. 

INDUSTRIAL  PRODUCTION  

Tuesday.  Apr.  17.  9:15  a.m. 
Most  economists  expect  that  output  at 
the  nation's  factories,  mines,  and  utili- 
ties was  little  changed  in  March,  after 
rising  0.6%  in  Februar}-.  Total  factory 
hours  declined  in  March,  but  that  weak- 
ness was  likely  offset  by  increased  utili- 
ty use  because  of  colder  weather. 

CAPACITY  UTILIZATION  

Tuesday.  Apr.  17.  9:15  a.m. 
The  flat  expectations  for  industrial  pro- 
duction suggest  that  capacity'  usage  fell 
slightly,  to  82.1%,  in  March.  In  Febru- 
sltx.  operating  rates  stood  at  82.3%. 


MERCHANDISE  TRADE  DEFICIT 


Wednesday,  Apr.  18,  8:30  a.m. 
The  foreign  trade  deficit  proba 
shrank  to  about  S7  billion  in  Febru 
from  S9.3  billion  in  Januarj-.  A  sh 
drop  in  customs  duty  pajments  s 
gests  that  Februarj-  imports  declined 
ter  rising  7.3%  in  Januarj'.  Expo 
which  advanced  4%  in  January-,  are 
pected  to  have  risen  again  in  Februj 

FEDERAL  BUDGET 


Friday,  Apr.  20,  2  p.m. 
The  consensus  is  that  the  federal  bud 
was  S43  billion  in  the  red  in  March, 
deficit  is  considerablv  wider  than 
S35.8  billion  in  March,  1989.  Corpoi 
tax  payments  continue  to  weaken. 
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Mark  Meyers,  Corporate  President 
Miami,  FL 


Gussie  Carter,  Hotel  General  Manager 
Cairo,  GA 


Peter  Castro,  Advertising  Executive 
New  York,  NY 


Mita  copiers 
duplicate  in  ways  other 
copiers  can't. 

in  a  national  survey,  nearly  nine  out  of 
ten  people  who  use  Mita  stated  in  no  un- 
certain terms  they  were  very  satisfied. 

Not  only  with  the  quality  of  our  copies 

But  also  with  the  durability  of  our  copier: 
of  all  Mitas  sold  in  the  last  5  years,  90% 
are  still  going  strong. 

Producing  crisp  clear  copies,  year  after 

\tfi^r  aftpr         \^  thp  mnc;t  v/;^lii3hlp  thinn 

a  copier  can  offer.  It  also  seems  to  be  one 
of  the  most  difficult  things  for  other 
copiers  to  duplicate. 

Call  1-800-ABC-MITA.  And  find  out 
what  makes  a  Mita  copier  so  hard  to  copy. 

I 

love 
It. 

1 

love 

•a 

IT. 

I 

love 
it. 

Kathy  Crouch,  Accountant 
Dallas,  TX 

I 

love 

Tom  Tester,  Office  Manager 
Atlanta,  GA 

y 

Shirley  Wheeler,  Director  of  Printing 
Atlanta,  GA 

I 

love 
it. 

Barbara  Getz,  Law  Office  Manager                      Gene  Bonham,  CPA 
Oakland,  PA                                  Coral  Springs.  FL 

1   i  '.-^f  i 

1  For  more  information  write  Mita  Copystar  America,  Inc  ,  . 
1            PO  Box  599.  West  Paterson,  NJ  074  2  4 

lOVc 

-■  Address 

1  City/State/Zip  Ptrone 

1     All  we  make  are  great  copiers. 

Larry  Adair,  Lawyer                      Sherman  Wallace,  Design  Firm  CEO                       ^  1990  wna  copystar.  inc 
Ft.  Lauderdale,  FL                                  Gasport.  NY 
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OVERNIGHT,  lOTUS 
BIOSSOMS  INTO  NO.  1 

BUYING  NOVELL  GIVES  IT  THE  CLOUT  TO  CHALLENGE  MICROSOFT 


If  there  was  a  single  winner  in  the 
first,  explosive  decade  of  the  person- 
al computer  software  industry,  it 
was  Microsoft  Corp.  The  company  was 
technology's  answer  to  Bo  Jackson,  the 
jock-of-all-trades:  Microsoft  knows  word 
processing.  It  knows  graphics.  It  knows 
spreadsheets  and  networking  and  oper- 
ating systems.  It  knows  most  things  so 
well  that  it  created  for  itself  a  level  of 
dominance  matched  by  few  others. 

Until  now.  On  Apr.  6,  Lotus  Develop- 
ment Corp.  struck  back,  announcing  it 
would  acquire  Novell  Inc.  in  a  $1.5  bil- 
lion stock  deal  that  will  create  the  PC 
industry's  largest  software  power.  The 
merger  is  evidence  that  today,  size  and 
breadth  count  for  almost  everything. 
But  what's  more  important,  the  deal  dra- 
matically changes  the  rules  for  this  in- 
dustry: Lotus  now  has  the  financial  and 
technical  muscle  to  make  a  direct  run  at 
Microsoft,  its  nemesis  (table). 

Lotus  shareholders  hailed  the  news  as 
evidence  that  Chief  Executive  Jim  P. 
Manzi  might  well  be  worth  the  $991,358 
in  salary  and  $15.4  million  in  stock  he 
took  home  last  year.  "This  is  a  brilliant 
move,"  says  Christian  Felipe,  an  analyst 
with  Massachusetts  Financial  Services 
Co.,  which  holds  550,000  Lotus  shares. 
For  one  thing,  Manzi  wangled  a  deal 
that  will  result  in  negligible  dilution  of 
Lotus  stock — while  keeping  control  of 
the  combined  company.  And  Lotus's  rev- 
enues will  leapfrog  Microsoft's:  This 
year,  they  should  be  about  $1.25  billion. 
OVERSTRETCHED?  Although  he  down- 
plays that  aspect  of  the  merger,  Manzi 
boasts  of  "a  single  entity  of  sufficient 
size  and  scale  to  set  directions."  And, 
"while  very  few  business  deals  are  made 
on  the  basis  of  personal  ego,"  observes 
International  Data  Corp.  analyst  Nancy 
E.  McSharry,  "Manzi  must  be  getting 
some  satisfaction  out  of  this."  Microsoft 
Chairman  William  H.  Gates  III  refused 
to  be  interviewed  about  the  deal.  But  in 
a  statement  issued  to  business  week,  he 
warned:  "It's  hard  being  big  and  being 
innovative.  We  do  most  of  our  work  at 


one  site  and  use  business  units- 
even  .so,  it  is  tough." 

Manzi  in  short  order  has  created 
potent  software  conglomerate.  With 
the  merger,  Lotus  will  balance  its  ap- 
plications software  business — 
programs   such   as  financial 
spreadsheets — with  Novell's 
NetWare,  a  strategic  op- 
erating   system  that 
makes   networked  PCs 
work  together.  Last  Sep- 
tember,  Manzi  snapped 
up  157'  of  Sybase  Inc.,  a 
maker  of  data-base  man- 
agement software.  He 
has  also  arranged  a  deal 
to  share  product-develop- 
ment knowhow  and  ser- 
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LOTUS  VS.  MICROSOFT:  W 


MANZI:  STRONG  IN 
NETWORK  SOFTWARE 


lOTUS  DEVELOPMENT  AND  NOVELL 

►  Combined  sales  should  be  about  $1.25  billion  in  calendar 
Combined  profits  should  approach  $180  miDion 

►  Aggressive  Lotus  Chairman  and  CEO  Jim  P.  Manzi,  38,  ai 
matic  Vice-Chairman  Raymond  J.  Noorda,  66,  make  a  classL 
cop,  good-cop  team 

►  Lotus'  1-2-3  spreadsheet,  with  65%  of  the  $350  million  sj 
sheet  market,  is  a  hit.  But  it  still  has  no  product  for  the  $21 
Macintosh  software  market.  Novell's  Netware  controls  twc' 
of  the  PC  networks  in  America's  offices 

►  Combined,  Lotus  and  Novell  will  employ  4,864  people.  L 
boasts  a  sales  force  of  500,  one  of  the  largest  in  the  busines 
veil's  network  of  resellers  is  more  than  1,200  strong 
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efforts  with  WordPerfect  Corp., 
sher  of  the  No.  1  PC  word  process- 
package.  Now,  "Lotus  can  say, 
i  is  your  operating  system,  here  is 

data  base,  and  here  is  your  spread- 
t,' "  says  Phillip  Gordon,  who  buys 
rare  for  Charles  Schwab  &  Co. 
e  new  Lotus  could  mean  new  rules 
le  game  for  thousands  of  smaller 
rare  companies.  These  developers 

long  complained  about  the  conflict 
orking  with  Microsoft's  operating- 
!m  programmers,  even  as  they  com- 

head-on  with  Microsoft's  applica- 
unit.  The  Lotus-Novell  alliance 


gives  them  an  alternative,  though  it's  no 
less  monolithic.  "Is  Lotus  trying  to  out- 
Microsoft  Microsoft?"  asks  Fred  Gib- 
bons, CEO  of  Software  Publishing  Corp., 
which  makes  graphics  programs  for  PCs. 
"Maybe  we'll  be  wined  and  dined  by 
both  sides,  but  neither  of  them  really 
wants  me  to  win." 

Still,  Microsoft  owns  MS-DOS  and  OS/2, 
two  software  systems  that  control  the 
basic  operations  of  87%  of  the  PCs  that 
have  been  sold  worldwide.  Because  ap- 
plications such  as  1-2-3  won't  work  with- 
out those  operating  systems,  Microsoft 
still  sets  the  standards  that  others,  in- 
cluding Lotus,  must  meet. 
CORPORATE  CLOUT.  But  Lotus  was  deter- 
mined that  Microsoft  should  hold  little 
sway  in  the  $4.8  billion  network  market. 
Today,  only  207'  of  the  nation's 
PCs  are  networked,  but  that 
number  is  jumping  by  30%  an- 
nually. "Whoever  owns  connec- 
tivity is  going  to  con- 
trol a  lot,"  says  Daniel 
S.  Bricklin,  a  software 
pioneer  who  is  now 
vice-president  for 
software  startup 
Slate  Corp.  And 
so  far,  Novell, 
which  in  its  Oc- 
tober-ending fis- 
cal year  should 
post  sales  of 
$500  million,  has 
grabbed  most  of 
that  opportuni- 


ONTENPERS  WEIGH  IN 

»OFT 

fiscal  year  ending  in  June,  its  revenues  should  hit  $L1  bil- 
ts  are  projected  at  $267  million 

int  strategist.  Chairman  William  H.  Gates,  34,  just  hired 
'.  Hallman  as  president.  Hallman,  44,  a  23-year  veteran  of 
Boeing  Computer  Services,  is  an  old  hand  at  dealing  with 
mnts  > 

eft's  MS-DOS  and  OS/2  personal  computer  operating  sys- 
on  a  full  87%  of  PCs  sold  worldwide.  Microsoft  does  have 
e  Macintosh  market  but  has  just  a  10%  share  of  spread- 
d  a  2%  hold  on  network  software 

;  its  5,000  employees  are  some  of  America's  best  pro- 
5.  MS-DOS  gives  it  entree  to  nearly  all  computer  dealers 

.  DATA  CORP  ,  BW 


GATES:  A  LOCK  ON 
OPERATING  SYSTEMS 


ty:  NetWare  is  used  by  two-thirds  of  the 
PCs  linked  together  in  America's  offices. 
Its  powerful  new  NetWare  386  can  con- 
nect hundreds  of  PCs.  Meanwhile,  Micro- 
soft has  been  unable  to  sell  its  compet- 
ing LAN  Manager  to  more  than  2%'  of  the 
market  because  the  product's  success  is 
closely  linked  to  the  slow-selling  OS/2. 

But  Provo  (Utah)-based  Novell  needed 
Lotus  to  maintain  that  dominance  and  to 
gain  entree  to  big  corporate  accounts, 
where  Digital  Equipment  Corp.'s  PC  net- 
work business  has  doubled  each  year 
since  1986  and  where  IBM  now  controls 
13%  of  the  market.  With  its  500-person 
sales  force,  Lotus  can  give  Novell  access 
to  corporate  buyers,  particularly  over- 
seas. "We  can't  exclude  customers  who 
want  to  be  sure  the  product  is  coming 
from  a  major  supplier,"  says  Raymond 
J.  Noorda,  Novell's  66-year-old  CEO. 

Still,  there  remains  the  question  of 
how  Manzi  and  Noorda  will  combine 
their  companies.  "Do  they  have  the  vi- 
sion to  back  up  the  deal?"  wonders  con- 
sultant John  C.  McCarthy  at  Forrester 
Research  Inc.  in  Cambridge,  Mass.  "The 
shortest  book  of  all  time  is  about  suc- 
cessful technology  mergers."  Indeed, 
their  rationale  is  vague,  at  best.  The  two 
will  probably  combine  manufacturing  op- 
erations, but  no  one  knows  how  Manzi 
will  integrate  Novell's  distributors  with 
his  sales  force.  It's  unclear,  too,  whether 
customers  will  see  better  products  from 
the  new  Lotus.  And,  although  Manzi  and 
Noorda  both  discount  the  potential  for 
conflict,  there  may  be  culture  clashes. 
"The  boys  in  Cambridge  go  out  drinking 
every  night,"  says  one  distributor.  "That 
doesn't  happen  in  Provo." 
SOLD  SHORT?  Noorda  has  fixed  bigger 
problem.s.  Known  for  his  unobtrusive, 
"aw-shucks"  style,  he  headed  a  string  of 
small  technology  ventures  before  taking 
charge  of  troubled  Novel!  in  1983.  Re- 
cently, he  pared  back  Novell's  hardware 
business  in  favor  of  software,  where  it 
shortly  steamrolled  rival  producers,  no- 
tably 3Com  Corp.  (page  118). 

Such  success  has  led  Novell  investors 
to  grumble  that,  by  agreeing  to  merge 
at  Novell's  going-market  price,  Noorda, 
who  will  walk  away  with  220  million  in 
Lotus  stock,  sold  out  cheap.  Indeed,  No- 
vell shares  plunged  4 Vs.  to  38%,  on 
news  of  the  deal. 

There  also  are  worries  that  the  hassle 
of  merging  could  distract  both  compa- 
nies from  other  challenges:  Lotus  still 
needs  a  spreadsheet  for  Apple  Computer 
Inc.'s  Macintosh  and  for  Microsoft's 
Windows  graphics  operating  program, 
and  Novell  still  must  fend  off  its  rivals. 
All  around,  Microsoft  remains  the  com- 
pany to  beat.  But,  like  Bo,  the  new  Lo- 
tus now  knows  almost  every  game,  too. 

By  Keith  H.  Hammonds  in  Cambridge, 
with  Richard  Brandt  in  San  Francisco  and 
Sandra  Atchison  in  Provo.  Utah 
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TELECOMMUNICATIONS  I 


SOUNDING  MORE  AND  MORE 
LIKE  A  THREE-MAN  BAND 


The  long-distance  leaders  are  getting  bigger — and  fighting  less 


When  it  comes  to  long  distance, 
federal  watchdogs  may  be 
barking  up  the  wrong  tele- 
phone pole.  By  focusing  on  AT&T's  sink- 
ing share  of  the  long-distance  market, 
regulators  conclude  that  the  $50  billion 
business  is  vigorously  competitive. 

But  the  truth  isn't  so  simple.  While 
American  Telephone  &  Telegraph  Co.  it- 
self is  losing  ground,  the  top  three  carri- 
ers as  a  group  are  consolidating  their 
grip.  The  long-term  result 
could  be  a  comfortable,  less 
competitive  long-distance  oli- 
gopoly that  would  be  good 
for  the  Big  Three's  sharehold- 
ers— but  bad  for  people  who 
make  long-distance  calls. 

The  oligopoly  theorists  got 
a  boost  on  Apr.  9,  when  the 
second-biggest  long-distance 
carrier,  .MCI  Communications 
Corp.,  agreed  to  spend  $1.25 
billion  to  buy  Atlanta-based 
Telecom  USA  Inc.,  the  fourth- 
biggest.  Although  it  has 
snared  just  1.47^  of  the  mar- 
ket, Telecom  was  a  real  com- 
er, with  a  chance  to  move  into 
the  long-distance  big  leagues 
itself  through  mergers.  Now, 
it's  out  of  the  running,  and 
many  of  its  peers  are  sudden- 
ly seen  as  candidates  for  ac- 
quisition, either  by  MCl  or  by 
No.  3  U.  S.  Sprint  Communica- 
tions Co.,  a  unit  of  United 
Telecommunications  Inc.,  which  admits 
it's  on  the  prowl. 

By  relaxing  the  reins  on  AT&T,  the  FCC 
had  been  depressing  the  stocks  of  small- 
er carriers,  making  it  cheaper  for  MCI 
and  U.  S.  Sprint  to  snap  them  up, 
charges  Roy  Wilkens,  president  of  Wil- 
liams Telecommunications  Group,  the 
long-distance  unit  of  Williams  Cos.  Ironi- 
cally, though,  acquisition  fever  now  is 
pushing  the  stocks  back  up.  Shares  of 
No.  7  Advanced  Telecommunications 
Corp.  surged  247'  the  day  of  the  news. 
"I'm  not  too  sure  this  won't  turn  into  a 
shark  feeding  frenzy,"  Wilkens  worries. 
GROWING  CHASM.  Granted,  mergers  in 
the  long-distance  biz  are  nothing  new. 
U.  S.  Sprint  was  formed  in  a  1986  merg- 
er, and  Chief  E.xecutive  Officer  William 
C.  McGowan  built  up  MCI  in  the  1970s  by 
putting  together  pieces  "like  so  many 


Lego"  blocks,  says  Howard  Anderson  of 
consulting  firm  Yankee  Group.  It's  also 
a  commonplace  that  the  Big  Three  feel 
insulated  from  competition  by  smaller, 
regional  carriers.  What  is  new  is  that 
the  gap  between  the  Big  Three  and  the 
rest  is  turning  into  a  chasm.  And  that's 
diminishing  the  likelihood  of  unre- 
strained long-distance  competition. 

It's  hard  to  argue  that  AT&T,  MCl,  and 
Sprint  are  turning  into  buddies,  precise- 


WILL  LONG-DISTANCE  PRICES 
KEEP  EALLING? 


AT&T  AVERAGE  PER-MINUTE  CHARGE 
FOR  DOMESTIC  DIRECT-DIAL  CALLS 


ly.  Last  year,  AT&T  boasted  697'  of  the 
market,  while  MCI  took  117-  and  Sprint 
87,  according  to  Northern  Business  In- 
formation, a  unit  of  McGraw-Hill  Inc., 
publisher  of  BUSINE.SS  WEEK.  The  two 
smaller  companies  have  plenty  to  gain 
from  upsetting  the  status  quo.  Says  MCI 
Chief  Financial  Officer  Daniel  F.  Aker- 
son:  "I  don't  think  there  are  a  whole  lot 
of  industries  as  cutthroat-competitive  as 
we  are  right  now." 


Future  price  cuts  will  come 

from  better  technology, 
efficiency,  and  lower  charges 
for  access  to  local  networks 


Nevertheless,  the  nature  of  the  cm- 
petition  is  rapidly  changing.  Sadly  lor 
customers,  price  wars  seem  to  be  wid- 
ing  down  as  the  Big  Three  instead  \s 
about  quality  and  service — features  j  (, 
as  AT&T's  Universal  Card  and  the  v(iit 
mail  technology  that  MCI  will  get 
Telecom  USA.  MCI  and  Sprint  now  b 
priced  only  about  5%  below  AT&T,lr 
157  to  207  five  years  ago.  '> 
LIVE  STOCK.  And  that  looks  good  tcif 
vestors.  "One  of  the  prospects  whio 
attractive  to  investors  in  this  busineai 
the  likelihood  that  there  will  be  arp 
creasing  degree  of  pricing  disciplip 
says  Martin  Hyman,  a  principal  in  rji 
agement  consultants  Booz  Allen  &  H^ 
ilton  Inc.  Future  price  cuts,  such  as 
are,  will  come  mainly  from  better 
nology,  greater  efficiency,  and  1 
charges  for  access  to  local  phone 
works — not  from  squee: 
profit  margins. 

But  won't  excess  long| 
tance  capacity  lead  to 
wars  as  companies  fight 
revenue?  True,  carriers  lik 
add  customers  to  get  mon| 
come  out  of  their  already 
fiber  networks.  But  the 
remains  that  adding  cus 
ers  costs  money.  In  fact,  e| 
omist  Lee  L.  Selwyn  of 
nomics  &  Technology  Inc 
Boston  calculates  that  uSl 
than  two-thirds  of  the  rp- 
nue  from  additional  custc 
ers  is  swallowed  up  by 
penses    such    as  bill 
collection,  marketing,  andt 
added  capital  investments,* 
quired  to  handle  more  c; 
Says  Selwyn:  "As  the  im 
try  becomes  more  mature 
more  stable,  you'll  tend  to 
less  warfare  and  more  in 
way  of  cartelization." 
It's  up  to  the  Federal  Communicat' 
Commission  to  decide  what  to  do  a 
all  this — if  anything  (page  45).  Rid 
Firestone,  chief  of  the  FCC's  Comi 
Carrier  Bureau,  says:  "We  think  it  ii 
increasingly  competitive  market."  T 
attitude  frightens  smaller  carriers.  ' 
years  from  now,  we  could  sit  back 
say,  'Shoot,  we  had  this  experiment  ^ 
competition  in  long  distance,  but  ap 
ently  the  regulators  didn't  giv( 
enough  chance  to  bloom,'  "  worr 
Catherine  Sloan,  legislative  directoic 
the  Competitive  Telecommunicati 
Assn.,  which  represents  smaller  carri 
The  FCC  plainly  is  in  no  mood  to  ir 
vene.  So  rates  will  fall,  but  more  sic 
(chart),  and  customers  can  kiss  tl 
lovable  price  wars  goodbye. 

By  Peter  Coy  in  New  York,  with  k 
Lewyn  in  Washington 
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SCARE 


LOYER-PROVIDED  DAY  CARE  WOULD  BECOME  TAXABLE  FOR  \twkii.'L~iii-f  PARENTS 


IE  CHILD  CARE  BILL  COULD  SPARK 
MIDDLE-CLASS  REVOLT 


hases  out  benefits  for  2  million  families  while  boosting  aid  to  the  poor 


1  an  election  year,  both  liberals  and 
lonservatives  have  found  much  to 
eve  in  House-passed  legislation  that 
ly  expands  federal  child  care  subsi- 
.  Liberals  like  the  fact  that  most  of 
money — ■•$30  billion  over  five  years — 
Id  go  to  the  working  poor.  Conserva- 
5  are  pleased  because  the  measure 
ides  much  of  the  assistance  in  the 
T  of  cash  payments  tied  to  earnings, 
right's  preferred  form  of  welfare, 
ut  this  bipartisan  celebration  may 
1  give  way  to  a  middle-class  revolt, 
pay  for  the  new  benefits  without 
liing  the  deficit,  lawmakers  took 
y  tax  breaks  now  enjoyed  by  many 
-off  families.  Legislators  who  are 
basking  in  their  success  at  zero-sum 
2:eting  may  come  to  rue  it  if  a  back- 
develops  among  better-off  voters. 
'  THRESHOLD.  The  child  care  bill 
>ed  by  the  House  on  Mar.  29  phases 
child  care  benefits  for  some  2  million 
ilies  with  gross  household  incomes 
lore  than  $70,000.  It  ends  assistance 
n  a  family's  income  reaches  $90,000. 
?r  next  Jan.  1,  the  20S^  tax  credit  for 
i  care  expenses  would  be  restricted 
jliminated  for  high-income  parents, 
y  would  also  lose  the  ability  to  use 
)loyer-sponsored  plans  that  allow 
ilies  to  set  aside  pretax  dollars  for 
1  care.  And  well-off  parents  would 
B  to  pay  taxes  on  the  value  of  any 


employer-provided  day  care  subsidies. 

Normally,  the  House  bill  would  be 
only  a  starting  point  for  negotiations. 
But  this  bill  is  different.  The  Senate  is 
prepared  to  ditch  much  of  a  very  differ- 
ent child  care  measure  it  passed  last 
year.  And  while  the  Administration  ob- 
jects to  the  House  measure's  price  tag, 
it  supports  the  bill  overall. 

The  legislation  will  nip  the  middle 
class  in  a  variety  of  ways.  Families  in 
high-cost  areas  such  as  Los  Angeles, 
where  the  combined  salaries  of  two 
teachers  can  easily  top  $70,000,  will  lose 
tax  breaks.  "These  families  don't  think 
of  themselves  as  fat  cats,"  says  Daniel 
L.  Klein  of  the  benefits-consulting  firm 
William  M.  Mercer  Inc.  "The  line  is  be- 
ing drawn  at  a  fairly  low  level." 

Employers  may  also  back  off  from 
their  support  for  child  care  plans  be- 
cause the  bill  imposes  a  heavy  adminis- 
trative burden  on  companies.  For  exam- 
ple, employers  would  have  to  find  a  way 


These  families  don't  think 
of  themselves  as  fat  cats. 
The  [income]  line  is  being 
drawn  at  a  fairly  low  level' 


to  track  employees'  total  family  income 
to  determine  how  much  salary  could  be 
set  aside  in  a  flexible-spending  account. 

The  bill  would  also  make  it  much  hard- 
er for  employers  to  determine  whether 
they  have  complied  with  Treasury  regu- 
lations that  prohibit  them  from  provid- 
ing benefits  that  favor  higher-paid  em- 
ployees. This  means  that  employers 
must  guess  at  the  start  of  each  year 
who  will  be  eligible  for  tax  breaks  by 
yearend.  If  they  guess  wrong,  their  bet- 
ter-paid workers  will  be  hit  with  a  penal- 
ty tax  on  their  child  care  subsidies.  "A 
lot  of  employers  will  say  'the  heck  with 
it,'  "  says  Bonnie  Whyte,  chief  operating 
officer  of  Washington-based  Employers 
Council  on  Flexible  Compensation.  "That 
will  hurt  the  lower-income  workers  Con- 
gress is  trying  to  help." 

Current  law  may  not  be  a  model  of 
fairness,  but  the  upper  middle  class  has 
gotten  used  to  help  from  Uncle  Sam. 
High-income  families  can  claim  an  annu- 
al tax  credit  of  up  to  $480  for  one  child 
or  $960  for  two  or  more. 

An  alternative  tax  break  allows  a 
worker  whose  employer  offers  a  flexi- 
ble-spending account  to  exclude  up  to 
$5,000  worth  of  child  care  costs  from 
income.  This  translates  into  a  benefit  of 
$1,400  for  a  family  in  the  287^  tax  brack- 
et. The  tax  code  also  encourages  employ- 
ers to  provide  on-site  child  care  centers 
and  vouchers  for  employees  to  use  in 
purchasing  child  care  services. 
NO  DEBATE.  The  House  bill  would  cost 
well-off  families  $285  million  each  year, 
according  to  Congress'  Joint  Tax  Com- 
mittee. That's  just  what  was  needed  to 
expand  cash  payments  to  the  working 
poor.  The  measure  also  provides  grants 
for  state  child  care  programs,  expands 
Head  Start,  and  creates  new  before-  and 
after-school  day  care  programs. 

Legislators  decided  to  restrict  benefits 
for  the  well  off  without  a  word  of  de- 
bate on  the  House  floor.  But  some  femi- 
nists have  qualms.  Representative  Patri- 
cia Schroeder  (D-Colo.)  says  child  care  is 
a  business  expense.  She  complains  that 
while  fancy  lunches  are  deductible,  the 
House  bill  would  bar  many  families 
from  writing  off  child  care  costs.  "It 
doesn't  make  sense  to  single  out  child 
care,"  she  says. 

The  child  care  bill  isn't  Congress'  first 
experiment  with  making  the  better  off 
pay  for  a  new  benefit  for  the  poor.  In 
1988,  it  passed  the  Medicare  Catastroph- 
ic Coverage  Act,  which  taxed  the  well- 
off  elderly  to  expand  insurance  coverage 
for  all  retirees.  A  rebellion  by  well- 
heeled  seniors  drove  legislators  to  repeal 
the  law  a  year  later.  The  question  posed 
by  the  election-year  rush  to  pass  child 
care  legislation  is:  Could  another  middle- 
class  tantrum  be  on  the  way? 

By  Paula  Du'i/er  and  Susan  B.  Garland 
in  Washington 
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DEALS I 


DOES  STEVE  ROSS  KNOW 
WHO  HE'S  DEALING  WITH? 


He's  aiding  Giancarlo  Pairetti,  who  has  some  explaining  to  do 


Time  Warner  Inc.'s  Steve  Ross  has 
agreed  to  help  Itahan  financier  and 
moviemaiier  Giancarlo  Parretti 
over  a  little  rough  patch.  Scraping  up 
the  dough  for  Parretti's  $1.2  billion 
buyout  of  .MGM'UA  Communications  Co. 
was  looking  dicey.  Then,  Ross's  Warner 
Bros.  Inc.  studio  promised  to  help  ar- 
range or  provide  a  bridge  loan  for  half 
the  amount.  Now.  the  takeover  by  Par- 
retti's Pathe  Communications  Corp. 
looks  as  if  it  mi<rht  actuallv  occur. 


ian  businessman  has  long  been  dogged 
by  suggestions  that  he  is  linked  to  orga- 
nized crime.  Parretti  has  always  denied 
any  such  connections.  Moreover,  he  says 
that  Time  Warner  conducted  a  check  on 
his  background  and  was  satisfied. 

But  now,  Parretti  apparently  has  been 
offering  some  abhorrent  views  in  the 
Italian  press.  In  a  question-and-answer 
interview  published  Mar.  9  in  L'Unita, 
the  large  and  influential  Communist  dai- 
Iv  based  in  Rome.  Parretti  deflected  a 


Parretti  claims  the  L'Unita  intervw 
was  a  total  fabrication,  that  he  ne;r 
talked  to  the  paper's  Los  Angeles  co  e- 
spondent,  Sergio  di  Cori.  In  an  Apr.jti 
session  with  BW,  Parretti  said:  "I  neSr 
gave  this  interview.  I  will  put  the  nes- 
paper  in  court." 

Strangely,  in  the  very  next  day's 
tion  of  L'Ujiita,  a  follow-up  inter\'iew] 
Parretti  appeared,  in  which  he  claim 
was  misrepresented  in  the  earlier  in 
view:  "I  had  said  that,  finding  my^ 
competing  against  very  solid  finanif. 
groups,  some  people  were  against  t 
and  a  part  of  the  business  commur. 
identifying  with  BUSIXE-SS  WEEK  was  - 
tacking  me  continuously.  But  all  of  ta 
has  nothing  to  do  with  Jews  in  gener 
Furthermore,  Parretti,  who  doesn't 
pute  that  the  second  L'Unita  inten- 
took  place,  claimed  to  be  pals  not  o 
with  Steve  Ross,  who  is  Jewish,  but  a 


For  its  trouble,  Warner  gets  some 
worldwide  distribution  rights — magic 
words  in  the  entertainment  business 
these  days.  Like  lots  of  Hollywood 
folks.  Ross  wants  to  get  his  mitts  on 
la's  rich  film  library,  which  includes 
such  films  as  Midnight  Cowboy.  The 
Fink  Panther,  and  Annie  Hall.  The 
more  exclusive  product  to  pump  through 
Warner's  distribution  system,  the  better. 
FABRICATION.  But  Ross  is  doing  business 
with  a  rather  questionable  partner.  As 
BUSINESS  WEEK  reported  in  its  Mar.  13, 
1989,  issue,  Parretti  has  a  long  history 
of  run-ins  with  Italian  authorities.  A 
businessman  whose  career  flourished  in 
the  Sicilian  hotel  business.  Parretti  has 
been  convicted  of  falsifying  the  balance 
sheets  of  a  small  hotel  he  managed.  Par- 
retti says  the  conviction  later  was  over- 
turned. Recently,  a  Naples  court  sen- 
tenced Parretti  to  3  years  and  10  months 
in  prison  for  "fraudulent  bankruptcy"  in 
the  1981  collapse  of  //  Diario,  the  na- 
tional daily  of  which  he  was  part-owner. 
Parretti  is  appealing. 

But  aside  from  these  scrapes,  the  Ital- 


cht  ca"'^  cue"  *  *?„,a 


"JEWS  AND  JAPANESE 
ENEMIES":  IN  AN 
INTERVIEW  HE  CLAIMS  HE  DIDN'T  GIVE, 
PARRETTI  IS  QUOTED  AS  SAYING  HE'S  THE 
ViaiM  OF  THE  JEWISH-CONTROLLED  MEDIA 


question  about  his  business  ties  by  say- 
ing: "The  Jews  have  ganged  up  on  me, 
and  since  they  control  BUSIXESS  WEEK, 
they  unleashed  it  against  me." 
'OUR  CULTURE.'  Parretti  was  reacting  to 
the  allegations  detailed  in  BW's  March, 
1989.  story.  But  he  went  on:  "The  fact  is 
that  the  .Jews  don't  like  the  idea  that  I 
represent  the  first  Catholic  communica- 
tions network.  There  doesn't  exist  a  sin- 
gle [media]  holding  company  in  the 
world  that  isn't  in  the  hands  of  the 
Jews. . . .  Pathe  is  the  first  entertain- 
ment and  editorial  company  in  the  world 
which  is  not  Jewish.  We  are  Catholic, 
because  this  is  our  culture." 


with  Israeli  leader  Shimon  Peres.  In  W 
BW  interview,  he  brought  along  Pae 
co-president  and  moviemaker  Yor' 
Globus  to  vouch  for  him:  '"He  never  s. 
it.  Being  a  Jew  myself,  and  on  top|i 
that,  an  Israeli.  I  love  Giancarlo,  and^ 
loves  human  beings."  ^ 
NERVOUS  LAUGHTER.  L'Unita  s  di  C 
contacted  by  BW  in  Los  Angeles,  ins; 
the  Mar.  9  inteniew  did  indeed  occu 
and  that  he  has  shorthand  notes 
prove  it.  He  maintains  it  took  place 
Parretti's  Beverly  Hills  home  and  las 
seven  hours.  Antonio  Zolo,  L'Unita's 
tertainment  editor,  says  that  the  pa 
"stands  by  the  accuracy  of  the  Mai 
interview."  L'Unita  says  Parretti  m; 
no  complaint  until  it  got  a  letter  from 
Italian  lawyers  on  Apr.  11 — the  day 
ter  BW  raised  the  issue  with  Parre 
Parretti  says  he  directed  his  lawyers 
complain  not  long  after  the  inteniew 
L'Unita  has  not  been  the  sole  for 
for  Parretti's  \iews.  On  June  12,  li 
he  made  similar,  though  less  obviou 
inflammatory,  remarks  on  the  Maun 
Cost  an  zo  Show,  a  nationallv  televi 
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show  in  Italy.  "If  you  look  calmly 
the  last  100  years,"  he  said,  "all  the 
movie  companies  have  never  been 
;hing  but  American  and  Jewish. 
I  are  all  American  and  Jewish.  What 
1  trying  to  do  is  create,  for  the  first 
ever,  a  company  that  is  neither 
irican  or  Jewish." 

hen  Time  Warner  Co-chairman  J. 
ard  Munro  was  contacted  by  BW, 
'irst  laughed  nervously,  saying  he 
unaware  of  the  L'Unita  interview. 
1  he  distanced  Time  execs  from 
ner's  deal  with  Parretti.  "As  you 


know,  there  are  a  lot  of  chefs  in  this 
kitchen,"  he  said,  referring  to  the  coop- 
erative management  arrangement  at 
Time  Warner,  the  product  of  1989's 
merger  of  Time  Inc.  and  Warner  Com- 
munications. "It  was  a  Warner  negotia- 
tion with  [Bob]  Daly  and  [Terry]  Semel. 
There  were  those  of  us  involved,  but 
they  negotiated  this  deal."  Daly  and  Se- 
mel, who  had  no  comment,  run  the 
Warner  studio  and  report  to  Ross,  co- 
chairman  of  Time  Warner  with  Munro. 

Ross  was  unavailable  for  comment. 
But  Warner  Bros,  spokesman  Robert 


Friedman  said:  "Our  arrangements  are 
with  Pathe  Communications,  a  public 
company.  As  it  relates  to  the  issues  of 
Mr.  Parretti's  problems  in  Italy,  Pathe 
Communications  has  issued  a  public  fil- 
ing with  the  SEC,  setting  forth  the  Ital- 
ian counsel's  opinion  that  he  will  be 
found  innocent  on  appeal." 

That  may  well  be.  But  it  doesn't  ad- 
dress the  question  of  whether  Parretti  is 
the  sort  of  fellow  Time  Warner  should 
be  comfortable  doing  business  with. 
By  Susan  Duffy  in  New  York,  Ronald  Grover 
in  Los  Angeles,  and  John  Rossant  in  Rome 


NESI 


.1  LORENZO  NEEDS  NOW  IS 
FEW  BILLION  MORE  IN  ASSETS 


■n  he  could  sell  them  to  keep  his  carriers  aloft.  But  how  far  can  he  go? 


I  s  the  Eastern  Air  Lines  Inc. 
^  bankruptcy  degenerated  into 
^near-anarchy  the  week  of  Apr.  9, 
:arrier's  unsecured  creditors  finally 
!astern  have  it.  Citing  "gross  incom- 
nee"  on  the  part  of  management, 
called  for  a  trustee  to  run  the  air- 

For  months,   the   creditors  had 
:hed  Eastern  sell  assets 
and  massive  losses.  But 

lost  all  patience  when 
ern  forecast  1990  losses 
5  as  large  as  those  pre- 
d  in  January, 
id  ink  is  nothing  new  at 
is  Air  Corp.  The  parent 
Eastern  .and  Continental 
nes  Inc.  has  lost  billions 
le  past  three  years.  Sn 
has  Chairman  Frank  A. 
nzo  been  able  to  keep 
lirlines  aloft?  By  selling 
ts  for  cash.  And  as  Tex- 
dr's  recent  10-K  details, 
nzo  has  tossed  plenty  of 
iture  in  the  fireplace  just 
2ep  his  house  warm 


gering  $2.07  billion.  So  Lorenzo  began 
selling  "surplus  assets." 

Last  year  alone,  Texas  Air  raised  $1.3 
billion  through  the  sale  of  planes,  gates, 
routes,  and  other  assets.  Lorenzo  sold 
the  Eastern  Shuttle  to  New  York  finan- 
cier Donald  Trump.  He  unloaded  62  air- 
planes through  outright  sale  or  sale- 


ASSETS 


BILLIONS  OF  OOIURS 


DATA:  COMPANY  REPORTS 


bit  more  than  three  years  ago,  Tex- 
.ir  seemed  to  be  flying  high.  In  De- 
3er,  1986,  a  month  after  closing  the 
for  Eastern,  Texas  Air  reported  as- 
of  $8.2  billion.  Subtracting  liabil- 
,  its  net  worth  amounted  to  $804 
on.  Having  successfully  emerged 
I  its  own  bankruptcy,  Continental 
in  the  black.  And  Lorenzo  was  busy 
ng  a  deal  to  purchase  People  Ex- 
s  Inc. 

PLUS  ASSETS.'  But  then,  as  Conti- 
al  tried  to  absorb  People  Express, 
IS  Air  began  to  bleed.  More  blood 
ed  when  Lorenzo's  face-off  with 
;ern's  labor  unions  ended  in  a  strike 
bankruptcy.  Add  it  all  up,  and  from 
through  1989,  Texas  Air  lost  a  stag- 


lease-back  transactions.  He  leased  14 
other  planes  to  Pan  Am  Corp.  and  sold 
Eastern's  gates  in  Philadelphia.  Much  of 
the  cash  from  those  deals  went  into  an 
escrow  account  administered  by  the 
bankruptcy  court  for  Eastern's  credi- 
tors. But  Eastern  has  drawn  on  it  regu- 
larly to  keep  planes  fueled  and  in  the  air. 


Lorenzo  has  sold  $2.4  billion 
in  assets  since  1987. 

However,  'at  some  point  he 
has  to  make  money' 


So  the  asset  sales  keep  coming.  In  the 
first  quarter.  Eastern  sold  16  more  jets, 
grossing  $401  million,  while  Continental 
raised  $80.1  million  via  sale-leasebacks 
on  four  of  its  planes.  Eastern  also  plans 
to  sell  its  South  American  routes  to 
American  Airlines  Inc.  for  $329  million. 
Meanwhile,  Texas  Air  dealt  half  of  its 
System  One  computerized  reservation 
system  to  General  Motors  Corp.'s  EDS 
unit  for  $250  million. 

All  told,  Texas  Air  has  sold  $2.4  billion 
in  assets  since  the  start  of  1987.  And  as 
liabilities  from  credit  lines  and  other  bor- 
rowings have  grown,  the  company's  net 
worth  has  sunk  to  a  negative  $1.1  bil- 
lion— a  stunning  swing  of  almost  $2  bil- 
lion in  just  three  years  (chart). 

It's  a  striking,  high-wire 
performance.  But  to  what 
end?  Despite  selling  such 
key  assets  as  the  shuttle  and 
the  South  American  routes, 
Texas  Air  remains  a  very 
sick  company.  Although 
Eastern  has  burned  $320  mil- 
lion of  the  cash  it  raised  last 
year,  it's  still  losing  millions. 
And  were  it  not  for  the  $81 
million  it  garnered  last  year 
in  one-time  asset  sales  and 
other  extraordinary  maneu- 
vers, Continental  would  have 
lost  money,  instead  of  just 
breaking  even. 

It  all  left  Texas  Air  and 
Continental  with  $590  million 
in  cash  at  the  end  of  1989.  And  after  this 
year's  asset  sales  and  other  one-time 
events,  the  figure  should  rise  above  $700 
million.  Standard  &  Poor's  Corp.  analyst 
Philip  A.  Baggaley  estimates.  But  even 
for  that  much  liquidity,  Lorenzo  in  part 
has  to  thank  the  good  graces  of  federal 
bankruptcy  court,  which  is  shielding 
Eastern  from  more  than  $1  billion  in 
immediate  claims  from  creditors. 

Dean  Witter  Reynolds  Inc.  analyst 
Mark  E.  Daugherty  observes  that  Lor- 
enzo "can  keep  playing  the  game  for 
awhile,  but  at  some  point  he  has  to  make 
money."  Eastern's  creditors  think  Loren- 
zo's game  has  gone  on  long  enough. 

By  Michael  Oneal  in  New  York  and 
Mark  Ivey  in  Houston 
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HEADHUNTERSI 


BRING  ME  THE  HEAD 
OF  JOHN  SIBBALD 


i 


His  new  book  rating  recruiters  has  enraged  many  of  his  subjects 


Whenever  executives  gather, 
they  love  to  talk  about  head- 
hunters.  What,  if  anything, 
ask  the  corporate  D.'pes,  qualifies  these 
hired  guns  to  seek  out  and  rank  candi- 
dates for  lucrative  jobs?  Now.  execu- 
tives can  enjoy  a  bit  of  revenge:  It's  the 
headhunters'  turn  to  be  ranked,  and 
many  aren't  pleased  with  the  results. 

For  the  past  year,  John  Sihbald.  a  Chi- 
cago-based headhunter,   

has  been  hunting  down 
the  nation's  best  corpo- 
rate recruiters  and 
claims  to  have  found 
the  top  100.  The  rank- 
ing, in  a  forthcoming 
Harper  &  Row  book 
called  TTie  Career  Mak- 
ers, is  based  on  sun  ey 
responses  from  more 
than  600  corporate  cli- 
ents and  311  headhunt- 
ing firms. 

The  top  dog  in  the 
general  management 
categon,-  is  Gerard  R. 
Roche,  chauTnan  of  Hei- 
drick  &  Struggles  Inc. 
who  enticed  John  Scu";- 
ley  to  Apple  Computer 
Inc.  from  Pepsi-Cola  Co. 
(table).  Just  under  him 
is  Thomas  J.  Xeff, 
chairman  of  Spencer- 
Stuart.  He  has  recently 
lured  new  CEOs  to  RJR/ 
Nabisco  Inc.  and  Cami> 
bell  Soup  Co. 

While  few  people 
would  quarrel  over  the 
selection  of  Roche  and 
N'eff.  many  of  Sibbald's 
rankings  seem  guaran- 
teed to  rankle.  Not  a 
single  recruiter  from  ei- 
ther of  the  world's  two 

largest  search  firms.   

Kom/Ferry  International  and  Russell 
Reynolds  Associates,  leads  any  of  the  45 
specialties  rated,  ranging  from  aero- 
space to  research  and  development.  Hei- 
drick  &  Struggles  boasts  leadership  in 
eight  categories,  though  its  annual  reve- 
nues amount  to  less  than  two-thirds  of 
Korn/Feriy's  S115  million. 

In  fact,  Sibbald's  honor  roll  leaves  out 
perhaps  the  best-known  U.  S.  headhunt- 


er, Lester  B.  Korn,  the  oft-quoted  co- 
founder  of  Kom/Ferr\".  That  omission 
leads  many  to  question  Sibbald's  credi- 
bility-. "The  marketplace  is  sophisticated 
enough  to  have  its  own  ranking."  says 
Windle  B.  Priem  of  Korn/Fen-y.  "This 
ranking  has  no  value  to  my  clients." 

WTiether  or  not  that's  so,  some  re- 
cruiters are  li\id  about  their  own  rank- 
ings— or  about  being  ignored  altogether. 


STALKING  THE  BEST  HEADHUNTERS 

John  m:j ijalc  -  ^  ji.troversial  study  purports  to  rank  the  best  corpora 
recruiters.  Here  are  the  winners  in  general  management 


1 .  Gerard  R.  Roche 
Heidrick  &  Struggles  Inc., 
Sew  York 

2.  Thomas  J.  Neff 
SpencerStitart,  New  York 

3.  Robert  E.  Lamalie 
Robert  Lamalie  Inc.. 
Marco  Island.  Fla. 


4.  Frederick  W.  Wackerle 
McFeely  Wackerle  Jett,  Chicago 

5.  John  F.  Johnson 
Lamalie  Associates  Inc., 
Cleveland 

6.  Leon  A.  Farley 
Leon  A.  Farley  Associates, 
San  Francisco 


DATA:  JOHN  S1B8A1D  ASSOOATES  INC. 


Sibbald,  for  example,  ranks  S2  recruiters 
under  the  categon."  of  management  in- 
formation systems  and  computer  opera- 
tions. Yet  one  of  the  most  prominent 
headhunters  in  the  field.  Herbeit  Z.  Hal- 
brecht  of  Halbrecht  Associates  Inc.  in 
Stamford,  Conn.,  doesn't  merit  a  men- 
tion. "If  anyone  is  listing  the  top  search 
people,  and  I  don't  get  listed  at  all.  he's 
an  ass."  savs  Halbrecht.  who  has  done 


hundreds  of  searches  in  this  speci:t} 
over  the  past  33  yeai-s. 

Sibbald  pooh-poohs  the  criticifi 
"There  will  be  recruiters  who  feel  t? 
should  be  on  the  list,"  he  says 
there  will  be  some  people  who  perci 
themselves  to  stand  a  lot  higher 
they  do.  And  on  the  sidelines,  then . 
Jim  Kennedy,  who  will  find  this  diffi'. 
to  swallow  because  he  wants  to  be  ; 
real  expert  in  the  business." 
'BEAUTY  CONTEST.'  James  Kennedy,  -i 
self-styled  watchdog  of  the  business  ^ 
publisher  of  E.cecutive  Recruiter 
has  already  charged  that  the  ranking 
nothing  more  than  a  "beaut\"  conte. 
Retorts  Sibbald:  "If  so,  it's  fairer 
the  beauty  contest  we  go  throug' 
electing  a  President  of  the  U.  S.  At 
I'd  rather  be  nominated  by  my  peers 

 1  the  people  who 

I  my  business  best.' 
And  that's  how 
bald  arrived  at  his  f 
I  ings.  He  asked  c: 
and  senior  executive; 
some  2.000  organ: 
tions  to  name  the  "'n 
effective"  recruit 
who  have  sen"ed  tl 
in  recent  years.  At 
305c  responded.  He 
asked  366  search  fii 
to  single  out  their 
people  and  to  nomii 
the  best  at  other 
Some  85^c  responi 
Sibbald  awarded 
points  to  recruiters 
gered  by  their 
leagues  and  one  p 
for  those  named 
competitors.  He 
signed  candidates  uj 
three  points  for  ev 
client  nomination. 

The  uproar  m 
seem  familiar  to 
bald.  A  decade  agi 
client  fired  him  aftei 
wrote  Diary  of  a  Ht 
hunter  for  a  local 
per.  The  article 
cussed  a  search  he  ^ 
performing  for  the 

  ent — and  named 

companies  Sibb 

 ,  planned  to  raid.  Anc 

19so.  he  published  the  names  of  corp< 
tions  from  which  sLx  or  more  executi 
had  sent  him  resumes  in  a  smgle  moi 
Sibbald  did  sidestep  one  thorny  is 
by  leaving  himself  off  the  list.  He's  si 
he  belongs  in  the  top  100.  But  his  fl^ 
lisher.  he  says,  didn't  think  it  would  la 
good  idea  to  include  him.  That's  one  6i 
sion  none  of  his  peers  would  argue  w .'' 
By  -John  A.  Byrne  in  Xew 


RANCEI 


HEN  THE  WATERS  ARE  TROUBLED, 
mn  HEAD  DIVES  RIGHT  IN 


s  time,  the  bargain  hunter  is  after  ailing  British  insurance  operations 


ohn  Head  III  thrives  on  messy 
deals.  With  a  bottom  fisher's  nose 
for  bargains,  the  American  invest- 
t  banker  is  making  a  career  of  pick- 
up troubled  insurance  companies  on 
cheap. 

ow,  Head  has  spied  an  opportunity 
le  London  market  for  heavy  casualty 
ranee,  which  many  U.  S.  companies 
(nd  on  to  insure  their  toughest  risks, 
has  recently  revealed  an  ambitious 

to  buy  the  operations  of  a  major 
ish  insurer,  H.  S.  Weavers  Agencies 
,  and  to  recapitalize  its  big  under- 
er,  Walbrook  Insurance  Co. 
icceeding  won't  be  easy.  But 
d  is  already  building  a  reputa- 

as  a  shrewd  operator  in  the 
ne  world  of  insurance.  "His 
skill  is  in  troubled  situations," 
;rves  Michael  C.  Stoddart, 
rman  of  Electra  Investment 
it  PLC,  a  giant  British  invest- 
t  company  that  has  backed 
d.  "The  more  complicated  a 
,  the  more  he  likes  it." 
lere  is  no  shortage  of  compli- 
)ns  to  muck  up  Head's  bid  to 

control  of  Weavers  and  Wal- 
ik  from  their  financially  trou- 
parent,  London  United  Invest- 
ts  PLC  (LUI).  Walbrook  got 
mped  by  writing  policies  for 
I  risky  stuff  as  hospital  mal- 
;tice  and  product  liability, 
re  claims  can  take  decades  to 
ace. 

M  FRANCHISE.  If  Head  can 
d  paying  for  Walbrook's  past 
akes  and  raise  enough  new 
ey,  he  has  a  shot  at  taking 
■  the  plum  franchise.  That 
Id  make  him  a  giant  in  the 
e  than  $5  billion  market  for 
e  risky  policies.  He's  confident 
:an  turn  a  few  bucks:  "If  you 
'  prudent  risks,  you  can  make 
ey  in  casualty  insurance." 
Ithough  New  York  is  his  home.  Head 
;  well-known  in  the  U.  S.  investment 
munity.  He  made  his  way  from  his 
ve  San  Angelo,  Tex.,  to  Massachu- 
3  Institute  of  Technology's  Sloan 
)ol  of  Management.  After  earning  an 
in  1972,  he  signed  on  with  Morgan 
iley  &  Co.,  where  he  fell  into  insur- 
!  as  a  specialty.  By  1987,  after  a 
f  stint  at  the  small  New  York  invest- 
it  firm  Odyssey  Partners,  Head 
ck  out  on  his  own.  John  Head  & 


Partners  L.  P.,  based  in  New  York,  runs 
lean:  just  nine  employees,  including 
Head's  wife,  Madie  Ivy,  who  is  the  other 
general  partner. 

Head's  backers,  who  have  chipped  in 
some  $50  million,  include  U.  S.  and  Euro- 
pean institutional  investors  such  as 
Electra.  One  business  partner  explains 
why  he's  betting  on  Head:  "He  has  a 
policy  of  not  buying  at  the  top  of  the 
cycle,"  says  Paul  G.  Philo,  deputy  chair- 
man of  Sphere  Drake  Underwriting 


Head  is  confident  despite 
a  tricky  market:  'If  you 
take  prudent  risks,  you 
can  make  money  in 
casualty  insurance' 


Management  Ltd.  "He's  an  archetypical 
opportunist." 

Case  in  point:  Sphere  Drake,  a  British 
underwriter,  which  Alexander  &  Alexan- 
der Services  Inc.,  a  big  U.  S.  insurance 
broker,  bought  in  1982.  But  Sphere 
Drake  was  mired  in  losses  from  bad 
risks  and  tainted  by  a  financial  scandal. 
In  1984  and  1985,  the  company's  losses 
totaled  $33  million,  and  Alexander  put  it 
up  for  sale.  Head  moved  in  and  succeed- 
ed in  getting  Alexander  &  Alexander  to 
indemnify  new  owners  against  past  li- 


abilities. This  allowed  him  to  swing  a  $61 
million  leveraged  buyout,  keeping  a  13% 
stake  for  himself.  That  was  in  1987.  The 
very  next  year.  Sphere  Drake  turned  an 
$18  million  pretax  profit,  and  it  has  been 
in  the  black  ever  since.  Head,  who  leaves 
hands-on  management  to  others,  attri- 
butes the  turnaround  to  his  strategy  of 
making  senior  managers  owners — a 
move  that  made  Sphere  Drake  more  ag- 
gressive and  efficient. 
MOUTHFUL.  Head  also  saw  good  value  in 
Anglo  American  Insurance.  California 
Federal  Bank,  a  Los  Angeles  thrift  that 
was  bent  on  diversifying,  formed  this 
London-based  casualty  underwriter  in 
1987.  After  the  bank  poured  in  $80  mil- 
lion to  get  Anglo  started,  new  manage- 
ment found  it  had  bitten  off  more  than  it 
could  chew.  Last  year,  CalFed  agreed  to 
sell  the  profitable  division  to  Head  for 
$110  million.  Now,  senior  managers 
there  are  owners  as  well. 

For  his  money.  Head  not  only 
has  Anglo  American  but  may  also 
walk  off  with  far  more.  Anglo 
American,  which  last  year  wrote 
$330  million  in  gross  premiums, 
has  landed  Head  in  the  middle  of 
the  mess  at  Walbrook.  Why?  Wal- 
brook splits  the  action  on  insur- 
ance policies  with  Anglo  Ameri- 
can—$700  million  worth  in  1988, 
the  latest  year  for  which  figures 
are  available.  But  in  late  March, 
British  regulators  halted  trading 
in  the  stock  of  LUI,  Walbrook's 
owner.  They  suspended  Walbrook 
from  underwriting  new  business 
until  auditors  determine  whether 
it  has  adequate  reserves  against  a 
cascade  of  malpractice,  product  li- 
ability, and  other  types  of  casualty 
claims. 

Both  Walbrook  and  Anglo 
American  have  used  another  LUI 
unit,  H.  S.  Weavers  Agencies,  as  their 
claims  processor.  But  when  LUI  ran  into 
trouble,  Head  demanded  assurance  that 
Weavers  could  keep  processing  claims 
from  Anglo  American  clients.  LUI  then 
allowed  him  to  install  a  manager  to  take 
over  Weavers'  day-to-day  operations. 
Now,  Head  is  offering  to  buy  some 
Weavers  assets  for  an  undisclosed  price. 

Head's  bigger  task  is  to  raise  $50  mil- 
lion to  take  over  Walbrook — and  avoid 
its  prior  claims.  He  refuses  to  write  Wal- 
brook "a  blank  check"  since  his  company 
isn't  responsible  for  Walbrook's  prob- 
lems. Rivals  such  as  American  Interna- 
tional Group  Vice-Chairman  Thomas  R. 
Tizzio  are  dubious:  "Mr.  Head's  coming 
in  does  nothing  to  resolve  the  problem  of 
reserve  shortages"  at  Walbrook.  Still, 
one  way  or  another.  Head  is  betting  he'll 
wind  up  having  paid  a  small  price  for 
some  king-size  headaches — and  profits. 

By  Leah  J.  Nathans  in  New  York  and 
Richard  A.  Melcher  in  London 


BUSINESS  WEEK/APRIL  23,  1990  35 


At  Lexusi.  we  didn't  design  the 
ES  250  to  emulate  ordinary 
-  sport*  sedans.  We  engineered  it 
to  be  something  far  more  ambitious:  a 
sports  sedan  whose  refinement  rivals 
tlial  ol  liLXun  sedaiis. 


Mliat  Some  Spoils  Seiki 
Mcikers  Consider  Lirauies.  Lexiis 
Considers  Necessities. 


\l  hich  is  why  every  E5  250 
comes  standard  with  the  perfor- 
mance, comfort  and  safety  features 
showii  here.. 

If  such  hmiries  .ire  essential  to  your 
vehicidar  happines*.  then  see 
vour  Lexus  dealer 
for  a  test  drive. 


The  Lexus  E5  250.  Its  the  IvLx-urv 
sedan  of  sports  sed.ms. 


® 


43  Mcfntht  Of 

And  Lr.OL''  24~hi^:j.' 


or;  .c<a'~;<i-i 


SECURITY 


all  speed  laws.  'For  mi>re  wnnanty  infiirmatmn.  <.ee  your  Lexus  dealer  or  rail  8()0-lISA-LEXU.S. 


BIOTECHNOLOGY  I 


WHO  TOLD  YOU 

YOU  COULD  SELL  MY  SPLEEN? 


The  case  of  John  Moore  tackles  a  vexing  issue:  Ownership  of  body  parts 


A cancer  patient  is  cured 
when  his  diseased 
spleen  is  removed.  His 
doctor  requests  frequent  fol- 
low-up visits  and  blood  sam- 
ples. For  seven  years,  the  pa- 
tient dutifully  complies,  but  he 
finally  tires  of  making  the 
1,100-mile  trip.  The  doctor  is  ad- 
amant that  only  he  do  the 
checkups.  Then  he  produces  a 
form  asking  the  patient  to 
waive  rights  to  his  own  speci- 
mens. What's  up,  doc? 

Profits,  according  to  the  pa- 
tient, Seattle  seltzer  salesman 
John  L.  Moore.  From  1976  to 
1983,  Moore  claims,  oncologist 
David  W.  Golde  of  the  Univer- 
sity of  California  at  Los  Ange- 
les harvested  tissues  from  his 
body  and  sold  the  information 
contained  in  those  cells  to  Bos- 
ton-based Genetics  Institute 
Inc.  Moore  says  his  property 
rights  were  violated.  He  wants 
a  cut,  currently  unspecified,  of 
any  money  GI  or  its  partner, 
Sandoz  Ltd.,  makes  from  prod- 
ucts based  on  his  cells. 

The  plot  is  bizarre,  but  the 
stakes  are  high.  On  Apr.  10,  the  Califor- 
nia State  Supreme  Court  heard  oral  ar- 
guments as  it  mulled  whether  to  order  a 
trial  court  to  tackle  an  unsettling  ques- 
tion: Who  owns  John  Moore's  body 
parts?  If  the  court  gives  the  go-ahead, 
hundreds  of  suits  could  follow.  Patients 
could  claim  a  share  of  the  riches  compa- 
nies earn  by  tinkering  with  what  used  to 
be  considered  human  detritus. 
BITS  AND  PIECES.  Most  patients  don't 
think  twice  about  what  they  leave  be- 
hind during  medical  treatment.  They 
routinely  sign  forms  authorizing  hospi- 
tals to  dispose  of  the  tissue,  and  re- 
searchers need  only  petition  a  hospital 
committee  to  obtain  it.  But  biotechnolo- 
gy has  changed  the  rules.  Scientists  can 
now  isolate  chemicals  found  in  the 
body — and,  by  gene-splicing,  turn  them 
into  promising  therapeutic  agents.  Such 
drugs  already  on  the  market  include  hu- 
man insulin,  growth  hormone,  the  anti- 
cancer agent  interferon,  and  the  blood- 
clot-busting  TPA. 

Since  Moore  began  his  legal  odyssey 
in  1984 — the  case  was  dismissed  once 


MOORE  WANTS  A  CUT  OF  MONEY  EARNED  FROM  HIS  CELLS 


but  reopened  on  appeal  in  1988 — the  list 
of  commercial  uses  for  bits  and  pieces  of 
the  human  body  has  grown  rapidly. 
Hana  Biologies  Inc.  in  Alameda,  Calif.,  is 
testing  cells  transplanted  from  human 
fetuses  as  a  possible  treatment  for  Par- 
kinson's disease  and  diabetes.  Startup 
Biocyte  Inc.  of  Princeton,  N.  J.,  plans  to 
bank  human  umbilical  cords  as  a  source 
of  healthy  transplantable  cells.  Gene 
therapy  and  other  new  techniques  push 
the  frontiers  even  further. 

However,  the  laws  surrounding  body 
parts  are  complex  and  contradictory. 
And  they  haven't  kept  up  with  advances 
in  using  human  tissue  as  raw  material 
for  products.  That  has  researchers  and 
companies  worried.  If  the  Moore  case 
ends  up  extending  property  rights  to  cell 
donors,  "it  will  create  chaos  for  re- 
searchers," says  Paul  R.  DeStefano, 
chief  counsel  at  Genentech  Inc. 

Golde  and  UCLA  claim  they  followed 
current,  accepted  medical  procedures. 
Golde  flatly  denies  unethical  or  illegal 
practices  in  treating  Moore,  insisting 
that  the  follow-up  visits  were  to  treat 


and  track  a  rare  virus  found  in 
blood.  Aside  from  Moore's  splee 
Golde  says,  "no  blood  or  anythi 
had  commercial  value." 

But  Golde  doesn't  deny  that  '. 
spleen  cells  had  unique  propertie 
pumped  out  unusually  large  qu 
of  several  disease-fighting  immi 
tem  proteins  called  lymphokines. 
concedes  that  GI  particularly  b( 
from  Golde's  research  on  one  c 
lymphokines,  dubbed  GM-CSF.  GI 
testing  GM-CSF  against  several  d 
And  UCLA  patented  the  "Mo"  (for 
cell  line  that  Golde  developed. 
PLAYING  IT  SAFER.  Even  without 
uct  on  the  market,  Golde's  w 
Moore's  cells  has  paid  off,  Moore 
Over  a  three-year  period,  Gol( 
search  earned  UCLA  $330,000  fron 
$110,000  from  Sandoz.  And  from 
1988,  Golde  was  awarded  and  ei 
options  to  buy  75,000  shares  of  ( 
worth  roughly  $2.7  million — for  i 
a  share.  Complains  Moore:  "I  w; 
pository  of  something  very  valua 
he  concealed  it  from  me." 

That's  not  how  UCLA  sees  it.  "I 
is  destined  for  destruction,"  ar§ 
torney  Allen  B.  Wagner,  who  rep 
UCLA,  "it's  available  for  sc 
study."  For  its  part,  GI  says  it  ) 
involved  in  Golde's  dealings  with 
and  that  UCLA  warranted  that 
rights  to  the  cells.  And  Sandoz 
had  no  involvement  in  the  issues 
by  Moore's  suit. 

If  nothing  else,  Moore  has 
made  some  hospitals  more  carefi 
have  quietly  changed  their  smg 
lease  forms  to  advise  patients  th 
body  parts  may  be  used  for  r( 
"You  cure  the  Moore  problem  ' 
formed  consent,"  says  Harold  E 
medical  ethicist  at  Columbia  Uni 

Others  say  it's  not  so  simple.  ] 
thing,  doctors  treating  patients 
the  same  researchers  who  perf( 
periments,  so  they  can't  say  h 
materials  will  be  used.  Moreov( 
informed — and  consensual — are  i 
tions  with  a  patient  who  may 
tremely  sick  or  even  dying,  i 
Moore?  David  Korn,  dean  of  th 
ford  University  Medical  School,  e: 
disclosure  and  thinks  most  p 
won't  care.  But  he  adds:  "If  yoi 
guess  you  could  sit  there  with  yc 
tured  appendix  and  negotiate." 

Biotech  industry  sources  belie 
laws  are  needed  to  clarify  issues 
tient  rights,  but  even  they  can't  s 
the  proper  form.  And  so  far,  leg 
haven't  taken  up  the  challenge 
may  be  forced  to  act,  though,  if 
fornia  court  rules  that  John  Mo( 
owns  the  rights  to  his  long-gone 
By  Joan  O'C.  Hamilton  in  San  Fi 
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ENT  I 


OAR  OF  THE  GREASEPAINT 
I  QUIET  FOR  LIOYD  WEBBER 


and  Phantom  hits,  he's  hankering  after  movies  and  TV 


ig  before  his  unusually  seri- 
musical,  Aspects  of  Love, 
ed  last  year  in  London,  An- 
iVebber  seemed  terribly  anx- 

in  uncharted  territory,"  the 
old  a  theater  critic.  He 
J  fretted.  Despite  so-so  re- 
show  has  played  to  jam- 
;es  in  the  West  End.  And 

its  Broadway  opening  on 
',cts  had  chalked  up  $11  mil- 
;  sales. 

ty  scoff  at  Lloyd  Webber's 
:ooey,  middlebrow  sentimen- 
his  productions,  including 
he  Phantom  of  the  Opera, 
onal  cash-spinners.  Now,  the 


series  of  high  notes.  His  $125  million 
leveraged  buyout  of  RUG  has  been 
stalled  by  none  other  than  Robert 
Holmes  a  Court,  the  Australian  financier 
and  art  fancier.  Lloyd  Webber  has  ac- 
quired 86.2%  of  RUG,  his  primary  busi- 
ness vehicle  (table),  but  Holmes  a  Court 
recently  bought  6.6%-,  effectively  check- 
ing the  buyout  under  British  takeover 
rules. 

The  Aussie,  who  owns  a  string  of  Lon- 
don theaters,  may  be  angling  to  trade 
his  stake  for  RUG's  Palace  Theatre,  a 
pink-faced  Victorian  number  recently 
renovated  by  Lloyd  Webber.  He  may 
also  be  eyeing  contracts  calling  for  fu- 
ture RUG  shows  to  play  at  his  chain. 


and  electronic  publishing  haven't  panned 
out.  The  misfires  have  left  the  company 
dangerously  reliant  on  income  from 
Lloyd  Webber's  musicals,  says  an  execu- 
tive at  Wertheim  Schroder  &  Co.,  the 
investment  bank  hired  by  outside  direc- 
tors to  evaluate  the  buyout.  The  foiled 
diversification  gambit  explains  why 
rug's  operating  profit  has  run  flat  for 
the  past  two  years  at  $9.2  million,  on 
1989  sales  of  $46.3  m.illion. 

By  taking  RUG  private,  the  composer 
figures  he'll  be  free  to  pursue  riskier 
film  ventures,  Whitney  says.  He's  al- 
ready working  on  a  Phantom  screen- 
play with  Hollywood's  Joel  Schumacher, 
director  of  Cousins  and  The  Lost  Boys. 
Paramount  Communications  Inc.  and 
Warner  Brothers  Inc.,  among  others, 
have  shown  interest  in  Phantom, 
though  no  financing  has  yet  surfaced. 
FILM  FLOPS.  Yet  Lloyd  Webber's  designs 
on  a  film  career  are  far  from  assured. 
Recent  musical  films  such  as  Annie  and 
A  Chorus  Line  performed  dismally  at 
the  box  office.  "In  recent  years,  musi- 
cals haven't  been  in  vogue,"  says  John 


A  REALLY  USEFUUNAPSHOT 


Major  assets  of  Really  Useful  Group 
Estimated  value      Millions  of  dollars 

MUSICAL  SHOW  LIBRARY 

Copyrights  to  Cats,  The  Phantom 
of  the  Opera,  Starlight  Express, 
Aspects  of  Love,  and  others 

$97.2 

THE  PALACE  THEATRE 

London 

$10.3 

ARUM  PRESS 

$1.6 

CASH  OH  HARD 

$16.2 

TOTAL  ASSETS 

$125.3 

DATA:  J.  HENRY  SCHRODER  WAGG  &  CO.,  WERTHEIM  SCHRODER  &  CO. 


D  WEBBER:  NOT  ALL  HIS  VENTURES  HAVE  HIT  HIGH  NOTES 


sh  composer  wants  to  cast 
new  role:  media  mogul.  He's 
us  about  a  new  career  as  a 
er  and  hopes  to  make  and 
levision  dramas  through  his 
ul  Group  PLC's  new  TV  pro- 
pany. 

;ase.  He's  also  likely  to  snap 
n  a  commercial  TV  station  in 
!n  franchises  come  up  for 
'92.  TV  programming  would 
Vebber  a  chance  to  showcase 

0  a  vast  audience.  Also,  says 
jy,  managing  director  of  the 
t  would  certainly  widen  the 
itive  talents  that  RUG  has  to 

1  Webber's  business  career 
't  exactly  been  an  unbroken 


Neither  side  seems  ready  to  budge. 
"Lloyd  Webber  will  never  sell  the  Pal- 
ace, and  he's  not  about  to  shift  shows 
around  for  blackmail,"  says  RUG  invest- 
ment banker  John  Gibbons,  a  Salomon 
Brothers  International  vice-president. 

Holmes  a  Court  is  mum  on  the  matter, 
and  Lloyd  Webber  declined  to  be  inter- 
viewed for  this  story.  But  it's  plain  that 
the  tiff  could  prove  expensive.  For  now, 
Lloyd  Webber,  who's  worth  $100  million 
or  so,  will  have  to  pay  back  personally 
the  interest  on  an  $81  million  loan  ar- 
ranged for  the  buyout,  rather  than  tap 
rug's  cash  flow. 

Lloyd  Webber  wouldn't  be  in  this  jam 
if  his  original  plans  for  RUG  had  gone 
according  to  script.  Forays  into  book 
publishing,  TV  commercial  production. 


N.  Krier,  president  of  Exhibitor  Rela- 
tions Co.,  which  tracks  box-office  trends. 
Krier  adds,  though,  that  the  right  musi- 
cal could  draw  a  mob.  But  so  far,  efforts 
to  make  Lloyd  Webber's  works  into 
movies  have  been  mixed.  A  movie  of  his 
Jesus  Christ  Superstar  bombed  in  1973. 
Last  year,  a  $20  million  project  to  film 
Evita  with  superhot  director  Oliver 
Stone  suddenly  fell  through. 

Will  his  theatrical  productions  ever 
play  well  on  the  silver  screen?  Perhaps. 
But  the  man  who  refashioned  T.  S.  El- 
iot's poetry  into  a  smash  musical  had 
better  be  wary.  Those  cats  in  Hollywood 
can  scratch  your  eyes  out. 

By  Richard  A.  Melcher  in  London,  leith 
Brian  Bremner  in  New  York  and  Ro7iald 
Grover  in  Los  Angeles 
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SNAFUS  AT 

NETWORK  EQUIPMENT 


►  Since  it  was  founded  in 
1983,  Network  Equipment 
Technologies  had  gotten  red- 
carpet  treatment  from  Wall 
Street.  Then  came  a  week 
folks  at  NET  would  rather  for- 
get. First,  on  Apr.  2,  it  an- 
nounced that  slower  sales  of 
its  private  networks  through 
partner  IBM  plus  a  delayed 
large  order,  would  depress 
earnings.  And  on  Apr.  9,  the 
roof  fell  in:  Not  only  had 
salespeople  pushed  through 
orders  without  proper  internal 
approvals,  but  also  NET  claims 
one  sales  manager  fabricated 
paperwork  to  show  a  sale 
worth  at  least  $5  million. 

As  a  result,  NET's  profit  for 
the  fourth  quarter,  ended 
Mar.  31,  will  be  only  10(t  a 
share,  down  from  33^  a  year 
ago,  on  sales  of  $44  million — 
$15  million  short  of  expecta- 
tions. That  could  even  cost 
the  Redwood  City  (Calif.)  com- 
pany the  industry  lead  it  won 
last  year.  Investors  pounded 
the  stock,  dropping  it  from  a 
recent  high  of  34%  to  16%  on 
Apr.  11.  CEO  Bruce  Smith 
promises  the  problems  won't 
happen  again.  He  fired  man- 
agers involved  in  the  sales 
policy  violations,  and  net's 
sales  vice-president  resigned. 
Moreover,  the  market  for 
networking  gear  shows  little 
sign  of  slowing.  But  confi- 
dence in  the  company  is  badly 
shaken,  analysts  say,  and  it 
won't  be  easy  to  regain. 


WILL  THE  NEW 
UNITED  TAKE  OFF? 


►  Six  months  after  its  failed 
$6.7  billion  leveraged  buyout 
sparked  a  Wall  Street  stam- 
pede from  deal  stocks,  UAL  fi- 
nally agreed  to  a  $4.3  billion 
buyout  by  its  employees.  Un- 
der the  agreement,  signed  on 
Apr.  10,  an  employee  stock 
ownership  plan  will  pay  share- 
holders $155  in  cash  plus  junk 
notes  and  a  new  share  in 
United  Airhnes'  computer  res- 
ervations system. 


But  the  drama  at  UAL  is  far 
from  over.  Employees  have 
yet  to  recruit  a  credible  man- 
agement team  to  replace 
Chairman  Stephen  Wolf,  who 
was  cut  out  of  the  new  deal. 
Nor  have  the  unions  arranged 
financing  for  the  $3.4  billion 
cash  portion  of  the  buyout, 
which  includes  up  to  $2  billion 
in  labor  concessions  but  lacks 
an  equity  investor.  And  the 
recent  marriage  of  the  tradi- 
tionally warring  labor  groups 
could  always  hit  the  rocks. 
That's  why  ual's  share  price 
is  hovering  at  about  $160— far 
below  the  $201-per-share  val- 
ue placed  on  the  bid  by  the 
United  labor  coalition. 


SEED  MONEY  FROM 
THE  PENTAGON 


►  The  latest  venture  capitalist 
to  hit  Silicon  Valley  is  none 
other  than  the  Defense  Dept. 
Under  a  new  program  de- 
signed to  help  keep  critical 
technology  on  U.  S.  soil,  the 
Defense  Advanced  Research 
Projects  Agency  (DARPA)  an- 
nounced that  it's  investing  $4 
million  in  Gazelle  Microcir- 
cuits,  a  Santa  Clara  (Calif.) 
company  that  makes  gallium 
arsenide  semiconductors.  For 
its  money,  DARPA  gets  a 
choice:  It  can  take  about  12% 
of  the  company's  stock  or  roy- 
alties on  Gazelle  products. 

Gazelle  is  the  first  company 
to  benefit  from  the  new 
DARPA  program.  Gazelle  Chief 
Executive  Jerry  Crowley  says 


HEY,  ANOTHER  ROUND  FOR  THE  POSTMASTI 


The  U.S.  Postal  Service  could 
sure  use  a  bit  of  positive  publici- 
ty, especially  after  proposing  on 
Mar.  6  to  hike  rates  by  an  eye- 
popping  20%.  Now,  it  may  get 
some.  On  Apr.  26,  Postmaster 
General  Anthony  Frank  is 
scheduled  to  appear  in  the  open- 
ing segment  of  Cheers,  the  pop- 
ular NBC-TV  comedy.  Frank's 
publicists  have  lobbied  the 
show's  producers  for  months, 
figuring  to  win  some  sympathy  votes  for  the  organizatio 
In  the  segment,  letter  carrier  Cliff  Klavin,  a  show  reg 
dreams  that  Frank  walks  into  the  bar  and  thanks  him  fo 
service  to  the  nation.  When  Cliff  reveals  Frank's  identity  t 
barmates,  Frank  responds:  "Could  you  keep  it  down? 
everyone's  a  fan."  For  his  cameo  role,  the  Postmaster  Gei 
was  to  receive  $414.  But  he  waived  the  fee,  even  thoug 
planned  to  donate  it  to  the  Postal  Service — which  is  expeclx 
report  a  record  $1.6  billion  deficit  this  year 


he  first  talked  to  darpa  last 
fall.  But  Crowley  was  finding 
the  most  interest  from  Japa- 
nese companies — he  already 
has  funding  from  two  Japa- 
nese venture  capital  firms. 
Just  a  month  after  telling 
DARPA  officials  of  his  money 
problems,  he  had  a  deal. 


NO  UNITY 
FOR  UNIX 


►  The  union  wasn't  meant  to 
be.  Unix  International  and  the 
Open  Software  Foundation 
announced  on  Apr.  9  that  they 
had  abandoned  talks  aimed  at 
merging  the  two  outfits. 
The  breakdown  means  com- 


puter customers  should 
used  to  the  idea  of  two  bri 
of  Unix,  the  operating  syj 
that  runs  many  powe 
workstations.  Unix  Inte 
tional,  a  consortium  led 
AT&T  and  Sun  Microsysb 
is  refining  one  version 
with  IBM  and  Digital  Ec 
ment  in  its  corner,  will  sh 
second  by  yearend.  Gust 
ers  and  companies  that  d( 
op  applications  will  havt 
take  their  pick. 


SPLITSVILLE  FOR 
TWO  DEALMAKERS 


t 


►  Dallas-based  investm 
bankers  Elvis  Mason 
Randy  Best  are  parting  w^l 
Their   firm,    Mason  Bn 
founded  six  years  ago,  \ 
best  known  for  engineer 
the  $866  million  leveraf 
buyout  of  defense  contrac 
Tracor  in  1987.  When  Tra 
ran  into  trouble  last  year, 
team  decided  to  concentr 
on  managing  its  investmer 
which  include  a  Texas  thi 
and  a  jewelry  marketing  o 
pany.   But  Best  wanted 
continue  dealmaking,  .so 
opted  to  strike  out  on  1 
own.    Says    Mason:  "Tl* 
wasn't  a  sudden  or  acrimo 
ous  split."  Mason  will  a 
tinue  to  oversee  the  pai) 
investments. 


xiays  fast  chai^ging  maricetplan, 
er^s  one  insurance  organization 
you  can  depend  on. 

['re  a  buyer  of  commercial  or  professional  liability  insurance,  recent 
;  in  the  marketplace  may  be  causing  you  some  concern.  There  is  still  a 
e  of  capacity  in  certain  liability  lines.  And  some  insurers  have  stopped 
;  coverage  entirely. 

;'s  one  insurance  organization  whose  financial  resources  and  commitment 
larket  will  let  you  rest  easier.  The  companies  of  American  International 
remain  leaders  in  the  markets  for  excess  and  umbrella,  for  directors  and 
insurance,  for  professional  liability  coverage. 

:ompanies  have  the  financial  strength,  service  and  claims  capability,  and 
tment  as  underw^riters  of  liability  insurance  through  all  phases  of  the 
ce  cycle,  hi  fact,  w^e're  the  largest  underw^riters  of  commercial  and 
ial  insurance  in  the  United  States. 

you're  worried  about  whether  your  carrier  has  the  financial  capability  and 
tment  to  the  liability  marketplace  for  the  long  term,  consider  the  insurance 
ation  that  has  demonstrated  strength,  service  and  continuity  for  decades. 
Rated  AAA  by  Standard  &  Poor's  and  Aaa  by  Moody's. 


EH  World  leaders  In  insurance  and  financial  services. 


Over  170  leading  companies  are 
saying,  "We're  responsible." 

Today,  the  future  is  in  our  hands.  The 
legacy  we  leave  for  the  next  generation 
depends  on  our  actions,  not  our  words. 

That's  why  the  members  of  the  Chemical 
Manufacturers  Association  have  joined 
together  to  establish  the  Responsible 
Care  ^"initiative. 

Responsible  Care  is  our  commitment  to 
continuously  improve  our  performance  in 
health,  safety  and  protecting  the  environment. 

The  CMA,  representing  more  than  90% 
of  the  industrial  chemical  production  in 
the  U.S.,  has  already  been  a  prime  mover 
in  implementingTitle  III,  your  Right  To 
Know  about  what  chemicals  are  being  pro- 
duced and  used  in  your  neighborhood.  Our 
ongoing  education  programs  are  training 
more  than  a  million  workers  in  the  proper 
measures  for  handling  and  disposing  of 
hazardous  materials  safely  and  responsibly 

Now  with  the  ^iding  principles  of 
Responsible  Care,  we  are  committing 
to  do  more: 


•  To  recognize  and  respond  to  community 
concerns  about  chemicals  and  our 
operations. 

•  To  develop  and  produce  chemicals  that  can 
be  manufactured,  transported,  used  and 
disposed  of  safely. 

•  To  make  health,  safety  and  environmental 
considerations  a  priority  in  our  planning 
for  all  existing  and  new  products  and 
processes. 

•  To  report  promptly  to  officials,  employees, 
customers  and  the  public,  information  on 
chemical-related  health  and  environmental 
hazards  and  to  recommend  protective 
measures. 

•  To  counsel  customers  on  the  safe  use,  trans- 
portation and  disposal  of  chemical  products. 

•  To  operate  our  plants  and  facilities  in  a 
manner  that  protects  the  environment  and 
the  health  and  safety  of  our  employees 
and  the  public 

•  To  extend  knowledge  by  conducting  or 
supporting  research  on  health,  safety  and 
environmental  effects  of  our  products,  pro- 
cesses and  waste  materials. 

•  To  work  with  others  to  resolve  problems 
created  by  past  handling  and  disposal 


of  hazardous  substances. 

•  To  participate  with  government  and  others 
in  creating  responsible  laws,  regulations 
and  standards  to  safeguard  the  community, 
workplace  and  environment. 

•  To  promote  the  principles  and  practices 

of  Responsible  Care  by  sharing  experiences 
and  offering  assistance  to  others  who  pro- 
duce, handle,  use,  transport  or  dispose 
of  chemicals. 

Responsible  Care  will  also  mandate 
specific  codes  of  practice  for  reducing 
emissions,  transporting  chemicals,  emer- 
gency planning  and  other  key  issues. 

In  the  months  to  come,  the  CMA  will 
be  reportingour  progress  in  implementing 
these  codes.  If  you  1  ive  near  a  chemical 
company,  work  with  them  to  be  an  active 
participant  in  the  Responsible  Care  initiative 

It's  no  secret  that  a  lot  of  people  are  un- 
happy with  chemical  companies.  Responsible 
Care  is  our  way  of  making  sure  we're  not  part 
of  the  problem,  but  part  of  the  solution. 

For  a  free  brochure  and  a  copy  of  the  10 
Guiding  Principles  of  the  Responsible  Care 
initiative,  call  today,  toll-free  (800)  492-0200, 
ext.  3002. 


MEMBER  COMPANIES  OF  THE  CHEMICAL  MANUFACTURERS  ASSOCIATION 


AircoGases, 

A  Division  of  BOC 
Air  Produrts  and  Chemicals,  Inc 
Akzo  Chemicals  Inc. 
Albright  8c  Wilson  Americas 
Albright  &  Wilson  Americas  (Canada) 
Allied-Signal  Inc 
American  Cyanamid  Company 
American  Synthetic  Rubber 

Corporation 
Amoco  Chemical  Company 
ANGUS  Chemical  Company 
ARCO  Chemical  Company 
Aristech  Chemical  Corporation 
Arizona  Chemical  Company 
Ashland  Chemical,  Inc, 

Subsidiary  of  Ashland  Oil,  Inc. 
ATOCHEM  North  America,  Inc 
Ausimont  USA.  Inc. 
J.T.Bakerlnc. 
BASF  Corporation 
Bayer  USA  Inc 
Belz  Laboratories,  Inc 
Big  Three  Industries,  Inc 
Borden  Packaging  and  Industrial 

Products,  Division  of  Borden,  Inc 
BP  Chemicals,  Inc 
Buffalo  Color  Corporation 
Burris  Chemical,  Inc 
Cabot  Corporation 
Gallery  Chemical  Company 
Cambrex  Corporation 
Carus  Chemical  Company, 

Division  of  Carus  Corporation 
Champlin  ReFining  and  Chemicals,  Inc 
Chembond  Corporation 
CHEMCENTRALCoqjoration 
Chemical  ProdudsCorporation 
Chemtech  Industries,  Inc, 

Manufactured  Products  Division 
Chevron  Chemical  Company 


Church  &  Dwight  Ca,  Inc 
CIBA-GEIGY  Corporation 
C-I-LInc 

Coulton  Chemical  Corporation 

CPChemicals,  Inc 

CPS  Chemical  Company,  Inc. 

Crompton  8e  Knowles Corporation 

Crosfield  Chemicals  Inc 

Degussa  Corporation 

Dixie  Chemical  Company,  Inc. 

Dover  Chemical  Corporation 

The  Dow  Chemical  Company 

Dow  Corning  Corporation 

DuPont 

Eastman  Chemical  Company 
EM  Industries,  Inc 
Engelhard  Corporation 
Ethyl  Corporation 
Exxon  Chemical  Company 
Fairmount  Chemical  Ca.  Inc 
Ferro  Corporation 
Fina  Oil  and  Chemical  Company. 

Subsidiary  of  American  Petrofina  Inc. 
First  Chemical  Corporation 
Fisher  Scientific  Company 
FMC  Corporation 
CAF  Corporation 
Gantrade  Corporation 
GenCorp  Polymer  Products, 

Latex  Operations 
General  Chemical  Corporation 
Georgia  Gulf  Corporation 
Georgia-Pacific  Corporation. 

Chemical  Division 
GE  Plastics 

The  BFGoodrich  Company 
Grace  Specialty  Chemicals  Co. 
Great  Lakes  Che.nical  Corporation 
The  CP.  Hall  Company 
The  Hall  Chemical  Company 


Haltermann.  Inc. 

Hanlin  Group,  Inc. 

Harborchem 

Harcros  Chemicals  Inc 

Hardman  Incorporated 

Harwick  Chemical  Corporation 

Hatco  Chemical  Corporation 

Henkel  Corporation 

Hercules  Incorporated 

Hoecbst  Canada  inc 

Hoechst  Celanese  Corporation 

Huls  America  Inc 

Huntsman  Chemical  Corporation 

ICI  Americas  Inc 

Interchem,  Inc 

ITTRayonierInc 

Johnson  Matthey 

Jones-Hamilton  Ca 

Kalama  Chemical,  Inc 

Kao  Corporation  of  America 

Kerr-McGee  Chemical  Corporation 

Laporte  Inc. 

LaRoche  Chemicals,  Inc 
Laurel  Industries,  Inc. 
Eli  Lilly  and  Company 
Liquid  Carbonic  Industries,  Inc. 
Lonza  Inc 

The  Lubrizol  Corporation 

Lyondell  Petrochemical  Company 

Mallinckrodt.inc 

Marsulex  Inc 

McGean-Rohco,  Inc. 

Merichem  Company 

Milliken  Chemical. 

Division  of  Milliken  &  Company 
Minnesota  Mining  and  Manufacturing 

Company,  Chemical  Division 
Mobil  Chemical  Company,  A  Division 

of  Mobil  Oil  Corporation 


Monsanto  Company 
Mooney  Chemicals  Inc. 
Morton  International,  Inc 
MTM  Chemicals 
Naico  Chemical  Company 
National  Starch  and  Chemical 

Corporation 
Nepera.  Inc 

Neville  Chemical  Company 
NLChemicals  Inc. 
NOVA  Corporation  of  Alberta 
Occidental  Petroleum  Corporation, 

Occidental  Chemical  Corporation 
Olin  Corporation 
OMI  International  Corporation/ 

Enlbone,  Inc- 
Owens-Corning  Fiberglas Corporation 
Penick  Corporation 
Peridot  Chemicals  (New  Jersey),  Inc 
Perstorp  Polyols  Inc- 
Pfizer  Inc 

Phillips  66  Company,  A  Subsidiary 

of  Phillips  Petroleum  Company 
Polysar.Inc 
PPG  Industries,  Inc. 

Chemicals  Group 
The  PQ  Corporation 
PVS  Chemicals  Inc 
Quantum  Chemical  Corporation 
Reichhold  Chemicals  Inc 
Reilly  Industries  Inc 
RhonePoulenc  Inc 
Rohm  and  Haas  Company 
Rohm  Tech  Inc 
RuetgersNease  Chemical 

Company,  Inc 
Sandoz  Corporation 
SCM  Chemicals  Inc- 
Shell  Canada  Chemical  Companv, 

Division  of  Shell  Canada  Products 

Limited 


Shell  Chemical  Company 

The  Shepherd  Chemical  Company 

Sherex  Chemical  Company,  Inc. 

Sloss  Industries  Corporation 

Solkatronic  Chemicals  Inc 

Solvay  America,  Inc. 

Standard  Chlorine  Chemical  Ca,  Inc 

Stepan  Company 

Sterling  Chemicals  Inc 

Syntex  Chemicals,  Inc 

Texaco  Chemical  Company,  Subsidiary 

of  Texaco,  Inc. 
Texas  Brine  Corporation 
Texas  Petrochemicals  Corporation 
Tioxide  Canada,  Inc 
Union  Camp  Corporation,  Chemical 

Products  Division 
Union  Carbide  Canada  Limited 
Union  Carbide  Corporation 
Uniroyal  Chemical  Company,  Inc, 
United  States  Borax  Sc  Chemical 

Corporation 
I'nivar  Corporation 
Unocal  Chemicals  Division,  Unocal 

Corporation 
UOP 

The  Upjohn  Company 

R.T.  Vanderbilt  Company.  Inc 

Velsicol  Chemical  Corporation 

Viskase  Corporation 

Vista  Chemical  Company 

Vulcan  Chemicals  A  Division 

of  Vulcan  Materials  Company 
Wacker  Chemical  Corporation 
Weyerhaeuser  Paper  Company, 

Chemicals  Division 
Wiico  Corporation 


J  Responsible  Care^^  ACTIONS, 
T  r  A  Public  Commitment  NOT  WORDS. 


^"Service  Market  Chemical  Manufadurers  Assoaation. 
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On  a  stressful  business  trip  little  amenities  can  make  a  big  difference.  That's 


why  we  provide  you  with  everything  from  an  in-room  video  message  and 


billing  center... to  pre-threaded  needles.  It's  our  way  of  working  to  give  you. 


Simply  everything.  Simply 


nikko  hotels  international 

ATLANTA  •  CHICAGO  •  SAN  FRANCISCO  •  MEXICO  CITY  •  NEW  YORK 
1  •  800  ■  NIKKO-US 


Hotel  Nikko  Atlanta  Buckhead  lOpcning  Fall  19901  •  Hotel  Nikko  Chicago  Riverfront  Park  •  Hotel  Nikko  San  Francisco  Union  Square  West  f- 
Hotel  Nikko  Mexico  Chapultepec  Park  •  New  York  Essex  House  Central  Park  South  (Reopening  Spring  1991)  •  Other  Nikko  Cities:  Dusseldorf 
London  •  Pans  •  Hong  Kong  •  Taipei  •  Manila  •  Beijing  •  Shanghai  •  lakarta  •  Osaka  •  Narita 
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EDITED  BY  STEPHEN  H.  WILDSTROM 


IE  SMOOTH  OPERATOR 

AKING  CONNECTIONS  AT  THE  FCC 


i  Ifred  C.  Sikes  and  Dennis  R.  Patrick  could  hardly  be 
^  more  different.  Patrick,  chairman  of  the  Federal  Com- 
m  munications  Commission  from  1987  to  1989,  was  ideo- 
al  and  headstrong.  He  rubbed  nearly  everyone  in  Wash- 
in — especially  Congress — the  wrong  way  and,  as  a  result, 
nplished  little. 

;es,  his  successor  at  the  FCC,  is  quiet,  unassuming — and 
st  unnoticed  outside  the  communications  industry.  Yet  he 
'11  on  his  way  to  implementing  the  sort  of 
:et-oriented  agenda  that  stymied  Patrick. 
;  is,  for  example,  overhauling  telephone 
lation  and  moving  to  give  television  net- 
:s  a  freer  hand  in  production, 
e  FCC  chief,  a  onetime  Missouri  broadcast- 
as  running  the  Commerce  Dept.'s  National 
lommunications  &  Information  Administra- 
when  President  Bush  tapped  him  to  head 
CC.  "Nobody  had  any  idea  what  motivated 
or  what  his  agenda  was,"  says  John  J. 
am,  vice-president  for  federal  relations  at 
ritech  Corp.,  a  regional  phone  company. 
lCtivist.'  But  Sikes  has  proved  himself  a 
id  political  operator.  "He  understands  the 
ite  balance  between  an  independent  regu- 
y  agency  and  the  Congress,"  says  Jack  J. 
nti,  president  of  the  Motion  Picture  Association  of  Ameri- 
Jthough  the  FCC  chief  generally  thinks  that  markets,  not 
lators,  should  shape  the  communications  industry,  he's  a 
matist.  In  markets  that  he  believes  are  competitive,  such 
ng-distance  phone  service,  he's  prepared  to  let  industry 
it  out  with  a  minimum  of  interference, 
t  when  he  finds  noncompetitive  fields,  Sikes  can  become 
'  aggressive.  He's  concerned  about  evidence  that  cable  TV 
itors  are  using  their  monopolies  to  drive  up  prices,  and 
readying  a  report  that  Congress  could  use  to  justify 
julating  the  industry.  "I  see  myself  as  an  activist,"  says 
i.  "I  want  to  make  sure  we  align  our  regulations  to  the 
competitive  realities  of  the  marketplace." 


Another  sign  of  Sikes's  activism  is  his  intervention  in  a  long- 
running  dispute  between  TV  networks  and  Hollywood  produc- 
ers over  relaxing  restrictions  on  the  networks'  ability  to  pro- 
duce shows.  The  FCC  chief  has  told  both  sides  that  if  they  can't 
agree  soon,  he's  prepared  to  impose  a  settlement. 
LONG  LEASH.  The  Sikes  FCC  also  is  revamping  regulations  to 
encourage  local  phone  companies  to  operate  more  efficiently. 
It  is  considering  allowing  American  Telephone  &  Telegraph 
Co.  to  match  competitors'  rates  without  ad- 
vance FCC  approval,  and  it  is  stepping  up  en- 
forcement activity  against  companies  that  vio- 
late its  rules.  Going  beyond  current  regulatory 
concerns,  Sikes  has  set  a  late-1992  deadline  for 
a  standard  for  high-definition  TV  broadcasts. 
His  hope  is  that  early  standard-setting  will  al- 
low an  American  HDTV  industry  to  flourish. 

So  far.  Congress  is  giving  Sikes  a  long  leash. 
He  still  gets  a  lot  of  credit  for  not  being  Pat- 
rick, who  infuriated  lawmakers  by  dismissing 
their  opinions  out  of  hand.  "The  members  are 
willing  to  give  Sikes  a  chance  right  now,"  says 
a  Senate  staffer.  "But  if  he  steps  out  of  line, 
Congress  will  jump  on  him  pretty  quickly." 

This  blunt  warning  means  that  Sikes's  honey- 
moon could  end  quickly,  once  the  FCC  takes  up 
more  controversial  issues.  For  example,  a  settlement  of  the 
networks-vs.-film-industry  dispute  that  is  seen  as  too  favorable 
to  the  networks  could  cause  trouble  with  Hill  Democrats,  who 
regard  Hollywood  as  a  vital  source  of  campaign  funds. 

Sikes  has  an  important  reason  to  keep  Congress  on  his  side. 
In  1984,  the  FCC  lost  much  of  its  control  over  the  telephone 
industry  to  federal  Judge  Harold  H.  Greene.  The  commission 
has  been  trying  to  get  it  back  ever  since,  but  Congress  has 
preferred  leaving  power  in  the  judge's  hands  to  giving  it  to  an 
ideologically  driven  FCC.  If  the  pragmatic  Sikes  keeps  up  his 
smooth  political  performance,  however,  the  FCC  just  might  get 
the  authority  back. 

Bi/  Mark  Lewyn 
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'he  potential  for  political  embarrass- 
ment may  cause  the  House  Bank- 
Committee  to  scrub  its  latest  sav- 
3  and  loan  probe.  The  panel  had 
ined  to  cap  its  investigation  of  Mi- 
's CenTrust  Savings  Bank  by  call- 
former  Chairman  David  L.  Paul  as 
itness.  But  Capitol  Hill  sources  say 
committee's  chairman,  Henry  B. 
izalez  (D-Tex.),  is  backing  off.  Corn- 
tee  staffers  deny  Republican  claims 
t  looking  too  deeply  into  the  failure 
CenTrust  may  damage  the  Demo- 
ts.  Paul  and  CenTrust's  political  ac- 
I  committee  were  generous  contrib- 
rs  to  Democratic  candidates.  A 


similar  House  Banking  investigation 
into  the  failure  of  California's  Lincoln 
Savings  &  Loan  has  embarrassed  lead- 
ing Democratic  senators  who  took 
large  donations  from  Lincoln  owner 
Charles  H.  Keating  Jr. 

CONGRESS  

Congress  is  now  living  with  some  of 
the  rules  it  has  imposed  on  busi- 
ness— and  is  unhappy.  Last  year's 
minimum-wage  law  put  congressional 
employees  under  the  Fair  Labor  Stan- 
dards Act  for  the  first  time.  Although 
nearly  everyone  on  the  Hill  earns  far 
more  than  the  minimum  wage,  top 
aides  are  annoyed  by  the  volume  of 
paperwork  they  must  deal  with. 


SUMMITRY 


Soviet  Foreign  Minister  Eduard  She- 
vardnadze may  try  to  revive  the 
spirit  of  Jackson  Hole  when  he  meets 
Secretary  of  State  James  A.  Baker  III 
in  mid-May.  The  relaxed  atmosphere  of 
the  Wyoming  resort  helped  produce 
breakthroughs  when  Baker  and  his  So- 
viet countei-part  met  there  to  plan  the 
first  summit  meeting  between  Presi- 
dent Bush  and  Soviet  President  Mi- 
khail S.  Gorbachev.  An  official  session 
to  plan  the  May  30  summit  is  set  for 
Moscow  on  May  16.  But  Shevardnadze 
also  hopes  to  take  Baker  to  a  more 
relaxed  setting — perhaps  a  Black  Sea 
resort — for  some  informal  chitchat. 
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CAN  JAPAN 
COPE? 

WHY  THE  WORLD  HAS  SO  MUCH  RIDING  ON  ITS  RESILIENCY 


The  emotions  run  the  gamut,  from 
fear  to  uncertainty  to  gloating. 
But  the  question  for  everyone 
watching  Japan  is  the  same:  Is  it  in 
trouble?  For  those  who  divine  the  future 
through  financial  markets,  the  plunging 
yen  and  stock  prices  leave  little  doubt- 
where  there's  smoke,  there's  fire.  Bol- 
stering their  sense  of  a  cracking  Japan 
is  its  apparent  cave-in  to  U.  S.  pressure 
for  structural  and  trade  reforms.  But 
for  those  who've  seen  Japan  recover 
from  even  worse  shocks  and  make 
repeated  "concessions"  to  the  U.  S.,  it's 
this  year's  Kabuki  show.  In  their  view, 
Japan  could  emerge  at  least  as  strong 
as  before. 

Although  Japan  is  a  major  competitor, 
its  good  health  is  of  vital  importance  to 
the  world.  Without  Japanese  dollars 
funding  about  30%  of  the  U.  S.  budget 
deficit,  American  interest  rates  would 
probably  be  higher.  Japan's  overseas  di- 
rect investment,  worth  more  than  SlOO 
billion  in  the  past  two  years,  bolsters 
many  economies.  Japan  is  America's 
largest  overseas  market,  and  it 
is  the  world's  largest 
aid  donor  and  supplier 
of  capital. 

So  while  a  strong  Ja- 
pan may  be  threaten- 
ing, a  suddenly  weak 
Japan  would  be,  too. 
Right  now,  Japan's 
economy  is  slowing,  al- 
though it's  likely  to  re- 
main well  above  reces- 
sion levels.  Forecasts 
are  starting  to  show 
growth  edgirig  below 
4%  for  1990i  down 
from  4.5%  or  so.  As  ris- 
ing interest  rates  and 
deflated  assets  make 
borrowing  more  expen- 
sive, capital-spending 
growth  is  likely  to  tum- 
ble to  around  9%,  from 
a  gushing  17%  last 
year.  Then  there's  the 
weaker  yen.  It  will 
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slow  Japan's  foreign  investment  and 
nudge  inflation  above  4%.  The  declining 
stock  market  is  sure  to  cut  into  spending 
on  fancy  vacations,  fur  coats,  and  for- 
eign cars  (page  50). 

Japan  is  also  nursing  some  new  psy- 
chological wounds.  As  Tokyo's  stocks 
tumbled,  foreigners  reacted  with  a 
barely  disguised  smirk.  "One  hears 
things  are  not  looking  great  there," 
said  Le  Monde  in  a  front-page  cartoon 
of  a  grinning  French  businessman  call- 
ing Tokyo.  Recent  polls  show  American 
attitudes  also  hardening  toward  Japan, 
and  many  Japanese  worry  that  a  cheap- 
er yen  could  inflame  trade  friction.  "A 
lot  of  Japanese  are  realizing  now  that 
the  continued  Japanese  surplus  will 
make  the  Japanese  much  more  disliked 
in  the  world  and  that  they  must  do 
something  about  it,"  says  Minoru  Ma- 
suda,  chairman  of  the  Japan  External 
Trade  Organization. 

These  developments  are  bringing  into 
sharper  focus  some  other  tough  issues 
confronting  Japan.  As  its  society  ages 
faster  than  any  other,  labor  is 
getting  increasingly 
scarce.  To  cope,  small 
companies  are  hiring 
more  and  more  illegal 
workers  from  else- 
where in  Asia,  who  in 
turn  are  creating  social 
strains. 

Hyperinflated  land 
prices  have  destroyed 
the  dream  of  home 
ownership  for  millions 
of  middle-class  Japa- 
nese. These  have-nots 
increasingly  resent 
those  lucky  enough  to 
inherit  land.  Not  only 
do  the  landed  newly 
rich  live  rent-free,  they 
can  borrow  against  the 
property  to  finance 
ritzv  lifestvles.  Ordi- 
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nary  consumers,  mean- 
while, are  growing  res- 
tive as  more  of  them 


travel  overseas  and  discover  how  ex 
sive  life  is  at  home.  American  dem 
under  the  recent  Structural  Imp 
ments  Initiative  talks  underscored 
them  the  steep  costs  of  everj^day  J 
nese  life  (page  52). 

Internationally,  Japan  faces  a  po 
new  competitor  in  a  reunified  Germ 
Some  Japanese  believe  that  a  si 
Germany  and  the  push  to  integrate 
economies  of  Western  and  Eastern 
rope  will  leave  them  looking  on  as 
world's  greatest  market  develops. 
Europeans  clearly  will  move  more 
gressively  than  the  U.  S.  to  safeguj 
their  key  auto,  consumer  electron^ 
and  computer  industries.  "Japan  is 
stroying  American  industry,  and  if  w< 
not  careful,  it  will  destroy  European 
dustrj'  as  well,"  says  Wisse  Decl  i 
chairman  of  Dutch  electronics  giant  F 
ips.  "At  some  point,  we  must  put  | 
foot  down." 

THREE  CHEAPS.'  How  will  Japan  co 
First,  it's  counting  on  a  healthy  eco 
my.  Although  Japan's  growth  rate 
slow  some  this  year,  it  still  will  have 
of  the  strongest  in  the  industrial  woi 
about  three  times  that  of  the  U.  S.  | 
status  as  the  world's  largest  creditoil 
not  in  jeopardy.  Inflation  seems  un, 
control,  savings  remain  high,  and  p 
ductivity  is  strong.  The  countrj'  is  ccf. 
ing  off  two  years  of  record  capital ' 
vestment,   and   dividends  from 
massive  foreign  investment  will 
back  for  years  to  come. 

As  a  result,  the  national  mood  is 
more   upbeat   than   after  previ 
skokku,  or  shocks  (page  49).  "No  ( 
here  is  worrying  about  the  future  of 
Japanese  economy,"  says  Dietman  h. 
Kakizawa,  a  rising  star  in  the  rul 
Liberal  Democratic  Party. 

In  fact,  many  Japanese  welcomed 
coming  of  the  so-called  Triple  Yasu, 
Triple  Cheaps — stocks,  yen,  and  bondi 
as  an  overdue  adjustment.  "With( 
the  Triple  Yasu,  the  economy  wo 
have  overheated.  This  is  like  throwi 
water  on  a  fire,"  says  Ichio  Takena 
chairman  of  the  independent  Reseai 
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Institute  on  the  National  Economy. 

By  reacting  passively  to  the  market 
slump,  the  Japanese  government  encour- 
aged the  belief  that  it  wanted  the  specu- 
lative bubble  deflated.  "Just  as  Black 
Monday  did  for  the  U.  S.  economy,  the 
collapse  of  the  Japanese  stock  market 
could  apply  the  brakes  to  th 
current  inflation  psy- 
chology and  thereby 
prolong  the  economic 
upswing,"  says  Hisa- 
michi  Sawa,  director  of 
Japanese  equity  strate- 
gy at  Prudential-Bache 
Securities  (Japan)  Ltd. 

Now,  a  weeding- 
out  of  less  competi- 
tive companies  can 
take  place.  Says  Akio 
Mikuni,  president  of 
the  credit-rating  firm 
Mikuni  &  Co.:  "The 
economy  as  a  whole 
would  be  much  more 
efficient." 

Japan  also  is  coping 
with  its  other  prob- 
lems. To  compensate 
for  labor  shortages, 
Japanese  companies 
are  spending  heavily  to 
improve  automation 
and  productivity.  The 
entry  of  more  women 
into  the  work  force  may  help  relieve  la- 
bor shortages,  as  will  increased  manu- 
facturing in  other  countries.  Also,  in 
typical  Japanese  fashion,  the  govern- 
ment is  ignoring  laws  against  employing 
aliens  while  it  is  working  to  gain  consen- 
sus on  a  long-term  policy.  The  result  is 
likely  to  be  skimpy  welfare  benefits  for 
foreign  workers  and  a  limit  on  how  long 
they  may  stay  in  Japan. 
BORN  OWING?  To  alleviate  price  pressure 
on  land,  the  government  is  moving  to 
free  up  more  of  it,  while  gingerly  trying 
to  avoid  any  sharp  drop  in  land  prices. 
It's  proposing  a  reduction  of  tax  breaks 
on  agricultural  land  in  cities,  steep  tax 
\i\  :es  and  elimination  of  loopholes  on 
ot  ■  unused  land,  and  identifying  gov- 
ern! !it-owned  land  that  could  be  devel- 
oped housing.  There  are  also  plans 
for  ma  iv  more  roads  and  sewers  as  well 
as  for  s'ich  financial  gimmicks  as  selling 
shares  o''  land  like  stock  and  offering 
housebuyers  lOO-year  mortgages  that 
obligate  children  and  grandchildren. 

To  appease  consumers.  Prime  Minister 
Toshiki  Kaifu  was  only  too  happy  to 
yield  to  U.  S.  demands  to  ease  restric- 
tions on  large  discount  stores  that  might 
compete  against  small  shopkeepers.  The 
outside  pressure  gave  him  the  excuse  he 
needed  to  overcome  stiff  resistance  from 
the  shopkeepers,  a  potent  special  in- 
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terest  group  he  can  now  better  manage. 

Japan  is  a  more  complex  society  than 
it  was  before  it  emerged  as  an  economic 
superstar,  and  that  could  make  it  harder 
to  reconcile  and  adjust  its  competing  in- 
ternal interests.  But  so  far,  the  Japanese 
have  proven  their  ability  to  smoothly  ac- 
commodate social  change  with- 
out disrupting  the  po- 
litical order. 

Their  society  is 
structured  in  a  way 
that  allows  the  Japa- 
nese to  identify  prob- 
lems and  address  them 
consistently,  long  be- 
fore they  reach  the 
proportions  of,  say, 
America's  drug  crisis. 
The  increasing  percent- 
age of  Japan's  popula- 
tion that  is  aging,  for 
example,  dominates  the 
headlines  today  but  is 
not  expected  to  be  a 
real  problem  until  after 
the  turn  of  the  centu- 
ry. One  way  Japan  is 
preparing  now  is  by 
gradually  raising  the 
retirement  age.  This 
step-by-step  strategy'  is 
not  mandated  but  is 
the  result  of  an  infor- 
mal consensus  reached 


by  Japanese  companies. 

Japan's  discontented  are  often  accom- 
modated just  enough  to  let  off  steam 
without  threatening  the  underlying  sys- 
tem. The  political  and  bureaucratic  elite, 
for  example,  staved  off  rising  com- 
plaints about  insider  trading  by  adopting 
a  law  against  it.  Yet  a  year  later,  not  a 
single  prosecution  has  been  brought.  Se- 
lective enforcement  of  laws  gives  the 
bureaucrats  unusual  leeway  in  manag- 
ing conflicting  interests.  "We're  just  a 
bunch  of  adjusters,"  says  Kazuo  Nu- 
kazawa,  a  managing  director  at  Keidan- 
ren,  Japan's  powerful  federation  of  eco- 
nomic organizations. 

Japan's  leaders  see  this  system  as  su- 
perior, and  when  they  look  at  who's  win- 
ning the  global  economic  sweepstakes, 
their  confidence — some  would  say  arro- 
gance— is  redoubled.  There  is  little  con- 
cern about  tattered  dreams  or  pending 
social  upheaval,  and  if  foreigners  get  the 
wrong  impression,  well,  that's  not  Ja- 
pan's fault.  Most  recent  was  a  misread- 
ing of  the  Socialists'  victory  in  Upper 
House  elections  last  July.  Although 
from  outside  it  looked  like  the  beginning 
of  the  end  of  the  Liberal  Democratic 
Party's  grip  on  power,  the  LDP  rejuve- 
nated itself  by  co-opting  some  opposition 
issues,  playing  generous  pork-barrel 
politics,  and  installing  a  scandal-free 


Prime  Minister,  Kaifu.  It  handily  or 
February's  more  important  Loe 
House  elections. 

The  fabled  iron  grip  of  Tokyo  bunm 
crats  on  policy  has  loosened,  but  govjn 
ment  and  business  leaders  still  mange 
the  nation's  affairs  far  more  thanS' 
elected  politicians,  by  setting  lonu-t  i 
strategies  and  patiently  coaxing  t  > 
countrymen  to  follow  them.  "It  is  liki 
other  government  in  the  world," 
Arthur  R.  Taylor,  dean  of  Fordham 
versity's  business  school.  "They  1" 
layers  upon  layers  of  brilliant,  educ 
people." 

Japan's  ability  to  adjust  is  also  den 
strated  in  its  relations  with  other  c( 
tries.  Flare-ups  with  its  major  tra( 
partners  are  routine,  but,  quite  sim 
no  other  nation  is  beating  Japan 
U.  S.  has  not  been  able  to  formulal 
national  strategy  for  responding  to 
pan's  inroads  into  its  high-technol 
fields.  In  Asia,  the  Japanese  have  1 
their  economic  momentum  while  Kor 
export  growth  has  started  to  dec! 
The  notion  that  the  Four  Tigers  of  I 
Asia — South  Korea,  Taiwan,  H 
Kong,  and  Singapore — would  ever  c 
lenge  Japan  is  on  the  wane. 

In  Europe,  Japan  is  moving  to  o 
come  its  late  start  and  suspect  rep' 
tion.  It  has  pledged  to  underwrite 
$12  billion  European  Development  B 
that  will  aid  Eastern  European  nati 
Several  Japanese  companies  recently 
nounced  new  deals  or  offices  there, 
Japan's  major  industrial  groups 
barnstorming  the  region.  In  late  Ma 
Mitsubishi  Corp.  dispatched  a  57-mem 
mission  to  Eastern  Europe  for  10  d 
to  report  on  the  "new  market,"  as 
sato  Tagai,  the  trip's  leader,  descri 
the  region. 

To  keep  Fortress  Europe  from  d:| 
ping  the  gate,  Japan  clearly  intend^t 
use  Britain  as  a  manufacturing  base  i 
to  form  alliances  with  powerful  Gerr 
groups  such  as  Daimler  Benz.  Whet 
the  French,  Germans,  and  Italians 
easily  permit  Japanese-made  Bril 
goods  on  the  Continent  is  an  open  qi 
tion.  But  the  Japanese  argue  that 
1992  market  will  be  too  big  for  just 
ropean  and  American  companies  to  d 
inate.  "We  see  opportunities,"  s 
Koichi  Haraguchi,  deputy  director  ^ 
eral  for  economic  affairs  at  the  Fore 
Ministry. 

SPACE  MANEUVERS.  In  the  U.  S.,  Japi 
strategy  has  been  to  give  up  ; 
enough  to  appease  while  increasing 
advantage.  As  Americans  found  th 
selves  able  to  sell  more  semiconduct 
in  Japan,  complaints  to  Washing; 
dried  up,  even  though  the  current  L 
share,  11%,  is  the  same  as  it  was  in  li 
while  Japan's  share  of  the  Ameri 
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;et  has  grown  from  14%  to  267'. 
e  recent  handshake  agreements 
the  Bush  Administration  on  letting 
I  satellites,  supercomputers,  and 
ommunications  into  Japan  also 
id  to  Tokyo's  advantage.  The  pacts 
ed  the  Administration  to  argue  be- 
Congress  that  it  had  forced  open 
lese  markets.  But  not  much  new 
J  happened.  In  satellites,  for  exam- 
J.  S.  companies  won  the  right  to  bid 
commercial"  satellite  projects.  But 
rt  of  the  agreement,  Japan  reclassi- 
ts  next  major  project  as  "research" 
therefore  not  open  to  Americans, 
arly,  in  the  telecommunications  ac- 
the  Japanese  agreed  to  little  more 
they  had  in  1985  during  the  last 
i  of  talks. 

there  is  a  long-term  cloud  on  Ja- 


pan's horizon,  it  is  a  raging  intellectual 
and  policy  debate  in  the  U.  S.  about  the 
very  nature  of  its  economic  archrival. 
Combined  with  hardening  public  atti- 
tudes, this  could  lay  the  groundwork  for 
a  far  tougher  U.  S.  stance.  As  the  Soviet 
threat  recedes,  the  Japanese  fear  Ameri- 
cans will  see  them  as  the  new  enemy. 
NEW  STUDENTS.  As  Soviets  and  East  Eu- 
ropeans ijour  into  the  U.  S  for  advice 
and  capital,  Americans  are  starting  to 
view  Japan  in  a  new  light.  "Soviet  re- 
searchers are  coming  in  waves  to  the 
U.  S.  to  learn  about  human  rights  and 
the  environment,"  says  Robert  Immer- 
man,  a  former  U.  S.  diplomat  first  post- 
ed to  Tokyo  in  1960.  "  'We  love  you,  we 
need  you,'  they  say.  Meanwhile,  you 
have  people  like  Sony's  Akio  Morita  say- 
ing, 'You  Americans  are  finished,  you 


are  dead,  you  have  nothing  left  to  teach 
the  world.'  That  leads  Americans  to  ask, 
'Who  are  the  Japanese  anyway?'  " 

But  it  will  be  a  long  time  before  the 
debate  about  Japan  is  translated  into  na- 
tional policy.  Cracks  in  Japan's  financial 
markets  suggest  problems  for  everyone, 
but  all  the  evidence  points  to  Japan's 
fixing  the  cracks,  not  rebuilding  the 
foundation.  And  while  trade  friction,  so- 
cial clamor  at  home,  and  turmoil  in  fi- 
nancial markets  may  signal  some  diffi- 
culties, most  Japanese  believe  the 
economic  momentum  they've  accumulat- 
ed over  the  past  four  decades  will  sweep 
them  into  the  next  century  with  blind- 
ing ease. 

By  Robert  Neff  in  Tokyo,  with  Stewart 
Toy  in  Paris,  Paul  Magnusson  in  Washing- 
ton, and  William  ./.  Holstein  in  New  York 
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THE  POSTWAR  SHOCKS 
FOR  JAPAH'S  ECOHOMY 

Japan  has  maintained  steady 
growth  despite  economic  shocks 
and  a  volatile  stock  market 


Japan's  stock 
market  suffers  a  massive 
sell-off,  threatening  Ya- 
maichi  Securities  with 
insolvency 


President  Rich- 
ard Nixon  imposes  an 
import  surcharge  and 
suspends  convertibility 
of  dollar  into  gold 


First  OPEC  oil 


shock  forces  Japan  to 
reshape  its  economic 
base,  phasing  out  ener- 
gy-intensive industries 

Second  oil  shock 
sends  inflation  soaring 
to  18% 


REAL  GROSS 
NATIONAL  PRODUCT 


I  Doubling  of  the 
yen,  beginning  in  1985, 
causes  painful  restruc- 
turing of  Japan's  heavy 
manufacturing  and 
threatens  exports 
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TOKYO  STOCK  EXCHANGE:  JAPAN'S  TOP  FOUR  BROKERS  HAVE  SUSPENDED  ALL  NEW  ISSUES  BECAUSE  OF  THE  WEAK  MARKET 


THE  PINPRICK 

FELT  'ROUND  THE  WORLD 


As  Tokyo's  market  deflates,  Japanese  companies  will  tighten  spending  and  pinch  faraway  markets 


For  four  years,  the  Tokyo  stock  mar- 
ket rose  as  steadily  as  a  helium 
balloon  on  a  windless  day.  Then, 
beginning  this  January,  it  plunged  30%, 
taking  $1.4  trillion  worth  of  stock  mar- 
ket value  with  it.  While  Japanese  bro- 
kers and  officials  are  trying  to  convince 
the  world  that  the  pinprick  was  just 
what  the  overheated  market  needed,  the 
market  is  betting  that  Japan's  economic 
atmosphere  will  be  stormier  from  now 
on.  If  so,  it's  a  climate  change  the  whole 
world  will  feel. 

The  Tokyo  stock  market  has  been  a 
marvelous  free-money  machine  for  Japa- 
nese companies.  They  used  it  to  raise  as 
much  as  $150  billion  a  year,  which  they 
plowed  into  aggressive  expansion  at 
home  and  a  global  shopping  spree,  buy- 
ing everything  from  American  steel 
companies  and  Manhattan's  Rockefeller 
Center  to  Honolulu  condos  and  canvases 
by  Renoir  and  Van  Gogh.  Since  the 
stock  market  has  weakened,  says  Deut- 
sche Bank's  Tokyo  economist  Kenneth 


S.  Courtis,  "the  money  pump  may  be  out 
of  action." 

Many  believe  the  dive  in  share  prices 
will  curb  spending  by  Japanese  consum- 
ers and  companies  alike.  "The 
major  impact  will  be  a 
negative  effect  on  con- 
sumption," says  Yukio 
Noguchi,  a  professor 
at  Hitotsubashi  Univer- 
sity. That  could  mean 
fewer  imports  of  BMWs 
and  building  materials 
for  second  homes,  as 
well  as  less  overseas 
travel.  With  companies 
already  chopping  capi- 
tal budgets,  growth  is 
expected  to  drop  to 
3.8%  this  year  from 
4.9%  in  1989.  That 
would  be  lower  than 
that  expected  for  West 
Germany. 

Japan  may  also  ex- 


50  BUSINESS  WEEK/APRIL  23,  1990 


'MONEY  PUMP' 


THE  BOURSE  HELPED 


PUTRENOIRSAND 


ROCKEFELLER  CENTER  IN 


JAPANESE  HANDS 


port  less  cash  overseas.  To  strengt 
the  yen,  which  has  slipped  nearly  ^ 
against  the  dollar  in  the  past  year, 
pan's  central  bankers  are  telling  coma- 
s  to  curb  big  purcha: 
abroad.  Already,  los 
in  Tokyo  and  mar| 
calls  are  making  Jaj 
nese  investors  du 
their  foreign  shart 
Betting  on  a  unifi 
Germany  and 
growth  in  Eastern 
rope,  Japanese  inv 
tors  drove  the  new  r 
tual  funds 
investing  in  the  E 
bloc  to  sky-high  pre 
ums  earlier  this  ye 
Now,  as  they  rush 
dump    large  sht 
blocks,  the  funds  h? 
fallen  30%  or  more 
value.  Japanese  bi 
ers'  passion  for  pric 
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stern  art  is  also  likely  to  cool.  "There 
more  caution  among  the  Japanese 
lers,"  says  Michael  L.  Ainslie,  CEO  of 
heby's  Holdings  Inc. 
Iven  American  home  buyers  could 
ntually  feel  aftershocks  from  the  To- 
stock  market  plunge.  Last  year,  Jap- 
se  institutions  helped  finance  some 
;  of  new  housing  in  California.  With 
5.  savings  and  loans  pulling  out  of 
I  estate  and  Japanese  investors  turn- 
cautious,  Americans  could  find  them- 
'cs  stuck  with  fatter  mortgage  pay- 
its  on  new  homes  if  money  gets 
Iter.  I  "People  are  gleeful  over  what 
ears  to  be  a  chink  in  Japan's  armor, 
they  haven't  thought  through  the 
lications,"  says  Jack  R.  Rodman, 
laging  partner  of  Kenneth  Leventhal 
'o.  in  Los  Angeles. 
IGED  ON  MONEY.  The  market  drop  has 
htened  even  some  of  Japan's  most 
ressive  global  acquirers  into  paring 
k  their  investment  plans.  Sony  Corp. 
freeze  its  spending  in  1990  near  last 
r's  level  of  $1.9  billion,  after  a  39% 
p  in  1989.  Sony,  which  paid  $3.6  bil- 
for  Columbia  Pictures  Entertain- 
it  Inc.,  refinanced  807;  of  the  initial 
k  loans  with  money  raised  on  the 
yo  stock  market.  Low-cost  funding 
I  helped  Nissan  Motor  Co.  build  an 
)  plant  in  Britain  and  Canon  Inc. 
ik  down  $100  million  for  16.7%  of 
iputer  startup  Next  Inc.  With  the 
1  fountain  suddenly  drying  up,  "take- 
rs will  be  more  difficult,"  says  senior 
lyst  Yoshihide  Kondo  at  Daiwa  Secu- 
!S  Co. 

ntil  early  this  year,  Japan's  free- 
nding  companies  raised  money  virtu- 

at  will.  The  steadily  rising  share 
es  on  the  Tokyo  stock  market  en- 
!d  scores  of  major  corporations  to 
iv  in  investors  at  rock-bottom  rates, 
ids  raised  soared  41%.  in  1989,  to  $154 
on.  Some,  such  as  shipper  Nippon 
len,  even  floated  convertible  bonds  at 
istonishing  0.1%'  interest  rate, 
ut  the  market  drop  and  the  50%  rise 
•ates  over  the  past  year  mean  that 

game  is  over,  at  least  for  now.  In 

Japan's  top  four  brokers  have  sus- 
ded  all  new  stock  and  bond  issues 
ause  of  the  weak  market, 
/hile  a  lot  of  big  companies  have 
ps  of  cash  on  hand,  smaller  compa- 
1  will  have  difficult  times  ahead  when 
Dmes  to  raising  money.  Take  second- 

Oki  Electric  Industry  Co.  Interest 
i  increases  have  hiked  Oki's  annual 
t  cost  from  $31  million  to  $50  million. 

has  the  cash  it  needs  for  its  current 
duction  of  4-megabit  DRAMs.  Howev- 
it  will  have  to  raise  an  additional  $300 
ion  in  order  to  keep  pace  with  the 
.istry  and  manufacture  the  next  gen- 
tion  of  chips.  "Companies  that  raised 
ds  during  the  good  times  won't  find 
s  easy  now,"  says  Ichizo  Yamauchi, 
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an  analyst  at  Nomura  Securities  Co. 

The  funding  squeeze  could  hit  banks 
the  hardest.  The  value  of  the  major 
banks'  stock  portfolios  has  fallen  by 
28%,  or  $110  billion.  That  drop  has  eaten 
into  the  capital  that  is  backing  their  $4.2 
trillion  in  loans.  If  they  have  a  hard  time 
raising  more  capital  through  stock  sales, 
banks  such  as  Mitsui  Taiyo  Kobe  and 
the  Bank  of  Tokyo  could  well  be  forced 
to  slow  down  their  lending. 

The  Tokyo  banks  could  find  them- 
selves in  more  trouble  if  Japan's  tower- 
ing real  estate  market  turns  soft  (chart). 
Official  efforts  to  slow  soaring  property 
values  have  combined  with  higher  inter- 
est rates  to  jolt  real  estate  stocks. 
Shares  of  blue-chip  Mitsui  Real  Estate 
Development  Co.,  for  example,  which 
owns  the  Exxon  Building  in  Manhattan 
and  the  Halekulani  Hotel  in  Honolulu, 
have  plunged  51'/^  from  a  December 
peak. 

Some  analysts  now  fear  that  large 
and  small  speculators  who  have  big 
bank  commitments  will  dump  land  and 
sink  real  estate  prices.  "We  see  a  cer- 
tainty of  further  declines  [in  land 
prices],"  says  Masaru  Kakutani,  asso- 
ciate director  at  Moody's  Investors  Ser- 
vice Inc. 

MANY  MILLIONAIRES.  Moody's  gloomy 
forecasts  for  the  real  estate  market 
have  already  led  it  to  downgrade  four 
major  Japanese  trust  banks  that  have 
high  real  estate  lending  exposure.  Bank 
lending  to  real  estate  companies  doubled 
during  the  1980s,  from  5.6%  to  11.7%  at 
the  end  of  1989.  Also  likely  to  be  hit  is 
the  loosely  regulated  consumer  credit  in- 
dustry, which  has  recently  taken  the 
plunge  into  real  estate.  The  top  six  com- 
panies in  this  sector  are  holding  $96  bil- 
lion in  assets. 

Soaring  property  values  in  Tokyo,  up 
201%  in  residential  areas  and  262%.  in 
commercial  areas  since  1985,  have 
helped  underpin  both  the  economy  and 
the  stock  market.  Many  homeowners  in 
and  around  Tokyo  have  become  million- 
aires. Shunichi  Minami,  a  securities  port- 
folio manager,  has  seen  his  two-story, 
four-bedroom  home  on  the  outskirts  of 
Tokyo  increase  in  value  from  $375,000  in 
1986  to  $1.25  million  today.  He  is  using 
the  house  as  collateral  to  borrow  up  to 
$938,000. 

Minami  is  not  alone.  All  across  Japan 
well-heeled  individuals  and  companies 
have  played  the  Japanese  stock  and 
property  markets  to  turn  hidden  assets 
into  instant  cash,  which  fueled  the  surge 
in  economic  pov/er.  But  now  that  the 
days  of  easy  money  are  over,  the  world 
will  be  watching  closely  to  see  how  the 
nation  manages  to  keep  its  edge  under  g 
overcast  skies.  | 
By  Ted  Holden  in  Tokyo,  with  Larry  | 
Armstrong  in  Los  Angeles  and  Stanley  ^ 
Reed  in  New  York  E 
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FUTURE  HOMES  NEAR  YOKOHAMA:  "LAND  HAS  BECOME  ONE  OF  THE  DECIDING  FACTORS  WHEN  LOOKING  FOR  A  MATE" 


JAPAN'S  SlUNT  MAJORITY 
STARTS  TO  MUMBLE 


Consumers  are  beginning  to  buy  the  U.S.  line  that  trade  barriers  make  for  costly  goods 


Far  from  downtown  Tokyo  in  the 
Narita  Higashi  neighborhood,  Mi- 
fuyu  Einura  strolls  the  aisles  at 
her  local  supermarket,  then  stops  at 
mom-and-pop  vegetable  and  fish  shops 
for  fresh  foods  on  the  way  home.  She 
sighs  over  the  sky-high  prices  of  every- 
day staples,  which  cost  40%  more  than 
they  would  in  the  U.  S.  "I  still  scour  the 
paper  for  bargain  ads,"  says  the  51-year- 
old  housewife.  But  she  has  limited 
choices  and  little  outlet  for  complaint. 
'There's  been  nowhere  to  protest." 

That  may  be  changing.  Japanese  con- 
sumers seem  increasingly  frustrated 
with  a  living  standard  that  doesn't  re- 
flect the  national  wealth.  The  high  yen, 
soaring  land  prices,  and  bull  market  of 
the  past  decade  fueled  a  burst  of  corpo- 
rate affluence  that  enriched  a  small 
number  within  the  business  community. 
But  it  has  left  average  Japanese  yearn- 
ing for  a  better  lifestyle  than  their  pro- 
ducer-oriented economy  has  afforded 
so  far. 


No  one  is  taking  to  the  streets  or  del- 
uging the  Diet  with  petitions.  But  after 
years  of  going  with  the  protectionist 
tide,  Japanese  consumers  are  suddenly 
calling  for  open  markets  that 
would  mean  cheaper 
goods  and  greater 
choice.  Even  the  emo- 
tional issue  of  buying 
foreign-grown  rice  is 
no  longer  taboo.  "Atti- 
tudes are  changing," 
says  Mineo  Mizukami, 
a  college  teacher.  "No 
consumers,  especially 
in  the  cities,  believe  we 
can  protect  our  farm- 
ers by  not  importing 
any  rice." 

SALES  JOB.  Ironically, 
this  shift  in  opinion  has 
been  pushed  to  the  sur- 
face by  an  unlikely 
champion  of  Japanese 
consumers:  the  U.  S. 
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ENRICHED  ONLY  SOME 
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LEFT  FRUSTRATED 


government.  Over  the  past  seveil 
months,  Washington's  trade  negotiates 
have  skillfully  sold  the  Japanese  putp 
on  the  notion  that  streamlining  th,r 
my  will  not  only  boost  i- 
ports  but  also  imprc5 
lifestyles.  And  the  J;- 
anese  media  ai-e  dt  - 
ing  home  the  point,  n 
a  recent  Saturd/ 
night,  the  national  tt  - 
vision  channel  airedi 
3 '/2-hour  special  tit 
detailed  how  econor; 
restructuring  coii 
bring  relief  to  Japa  ? 
beleaguered  cons  ti- 
ers. More  than  7^) 
viewers  phoned  in  thr 
opinions,  and  the  ov  - 
whelming  majority  s;l 
they  wanted  a  shift  1 
national  policy. 

The  U.  S.  'demand 
during  the  April  roui 
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Business  runs  on 

infotmation. 

Shouldn't  you  be 
using  premium? 

A  fact  is  a  fact — or  is  it? 

The  simple  truth  is  that  not  all  facts  are  created  or 
gathered  equally.  And  Dow  Jones  Information  Services  is  the 
premier  case  in  point. 

At  Dow  Jones,  we've  been  providing  the  business 
and  financial  community  with  information  for  over  a 
century  Through  personal  computers  and  over  news- 
wires,  TV,  radio,  telephone — and,  in  the  early  days, 
eager  messengers  bearing  handwritten  reports  of 
the  day's  Wall  Street  trading  activity. 

But  we  do  more  than  just  pass  along  the  news. 
Dow  Jones  Information  Services  deploys  reporters 
who  actively  root  out  late-breaking  business  devel- 
opments and  report  them  to  you  just  seconds  after 
they're  uncovered — and  often  before  the  rest  of 
the  world  gets  word. 

Butas  importantas  it  is,  speed  isonlyone 
measure  of  information.  There  are  aLso  compre- 
hensiveness and  accuracy 

Which  is  why  we  provide  a  vast  and  easily 
navigated  electronic  reservoir  of  facts  you  can 
tap  into  as  needed.  Hundreds  of  sources  moni- 
toring every  business  discipline  and  industry 
Including  exclusive  access  to  the  full  text  of  the 
business  wodd's  publication  of  record.  The  Wall 
Street  joumaV,  and  the  newswire  of  record,  the 
Dow  Jones  News  Service"  (the  "Broadtape"). 

All  of  it  assembled  with  the  obsessive  attention 
to  detail  of  Dow  Jones,  by  any  m.easure  the  preeminent 
publisherof  business  news  and  information. 

So,  returning  to  our  original  question,  is  a  fact  just  a  fact? 
You  might  find  an  answer  in  the  Fortune  500  companies  all  over  the  world  who've  chosen  Dow  Jones  to  help  pro- 
vide them  with  their  information — especially  if  you  number  some  of  your  competitors  among  them. 

Theyrerunnmgonpremium  Maybeyoushould  DOW JonCS  Womiation  SCTViceS 


be,  too.  Simply  call  Dowjones  Information  Services 
at  1-800-522-3567,  Ext.  175!  and  we'll  show  you  how. 


The  lifeblood  of  business." 
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of  Structural  Impediments  Initiative 
talks,  have  been  aimed  at  internal 
changes  that  would  lower  some  of  Ja- 
pan's formidable  trade  barriers.  They  in- 
cluded reforming  its  distribution  system, 
eliminating  antitrust  violations,  and  do- 
ing away  with  bid-rigging.  A  principal 
goal  of  reforming  laws  affecting  retail  is 
to  speed  the  opening  of  larger,  more 
efficient  stores,  which  need  the  consent 
of  small  shopkeepers  before  moving  into 
a  neighborhood.  Such  laws  have  effec- 
tively blocked  the  entry  of  big  stores — 
not  only  foreign  ones  such  as  Toys  'R' 
Us  but  also  Japanese  competi- 
tors intent  on  price-cutting. 
"This  is  a  chance  we  cannot 
pass  up,"  says  Masue  Kasa- 
hara,  spokesman  for  the  Japan 
Chain  Store  Assn. 

Consumers  wholeheartedly 
concur.  A  Mar.  27  poll  of 
10,000  Japanese  voters  found 
that  47%  agreed  with  U.  S.  de- 
mands that  Japan  should  re- 
view its  economic  structure 
and  open  its  markets.  Conduct- 
ed by  Nihon  Keizai  Shimbun, 
Japan's  leading  business  news- 
paper, the  poll  also  found  that 
52%  of  respondents  who 
agreed  with  the  U.  S.  said  they 
thought  such  demands  would 
lead  to  an  improvement  in  life- 
style. More  than  60'a  said  Ja- 
pan should  import  at  least 
some  foreign  rice. 
'FIRST  CUT.'  It's  no  wonder. 
Life  in  the  economic  miracle 
isn't  what  you  might  think.  As 
of  last  October,  a  camera  that 
sold  for  $380  in  New  York  City 
cost  $539  in  Tokyo,  where  sala- 
ries are  somewhat  lower.  A 
couple  buying  movie  ticket- 
spends  $14.50  in  New  York  biK 
$22.54  in  Tokyo.  Even  the  prif 
of  Japanese  beer  is  44%  higher 
in  Japan.  Most  infuriating,  a 
third  of  Japanese  manufar 
tured  exports  are  more  expen- 
sive in  Japan  than  in  the  U.  S. 
"People  on  the  street  don't 
know  about  macroeconomic  logic.  They 
are  just  frustrated  by  prices,"  says  Ha- 
jime  Ohta,  director  of  international  eco- 
nomic affairs  at  Keidanren,  Japan's  ma- 
jor business  association. 

Land  policy  and  inflated  house  prices 
have  widened  the  gulf  between  haves 
and  have-nots.  Land  has  soared  more 
than  200%  in  the  past  five  years,  putting 
home  ownership  out  of  reach  for  many 
young  people.  That  affects  their  attitude 
on  everything  from  daily  spending  to 
marriage.  "Land  has  become  one  of  the 
deciding  factors  when  looking  for  a 
mate,"  admits  Mifuyu  Emura's  26-year- 


old  daughter,  Junko.  "It's  the  first  cut." 

Other  events  have  irked  consumers, 
too.  The  37'  sales  tax  that  kicked  in  last 
April,  the  first  ever,  made  them  more 
price-  and  tax-conscious,  just  when  the 
Recruit  insider-trading  scandal  high- 
lighted the  evils  of  easy  stock  market 
money  and  government  corruption.  Even 
more  importiint,  a  record  9.6  million  Jap- 
anese went  abroad  last  year,  up  15%. 
For  many,  it's  their  first  real  look  at 
high  living  standards  and  lower  costs. 

Japan's  normally  apathetic  voters  are 
increasingly  angry  that  politicians  don't 
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push  consumer  issues  harder.  The  lead- 
ership is  perceived  as  moving  against 
entrenched  interests  only  under  pres- 
sure from  Washington.  "This  U.  S. -Ja- 
pan negotiation  is  not  about  America. 
It's  about  us,"  fumes  Yoshio  Sato,  a 
typical  "salaryman,"  or  middle  manager, 
who  can't  find  a  house  he  can  afford. 

Consumer  interests  have  been  neglect- 
ed because  Japan's  political  system  has 
always  favored  producers.  Its  multi- 
tiered  distribution  system  and  protec- 
tions for  small  farmers  were  designed  to 
feed  a  hungry  country  after  World  War 
II  and  guarantee  full  employment.  "It 


was  the  right  policy  when  Japan  w 
catching  up,"  says  Kiyotaka  Fujii,  a  c 
year-old  banker.  "But  today  there  is 
consumer  constituency." 

Instead,  consumers  have  been  the 
lent  majority.  The  ruling  Liberal  Den 
cratic  Party  relies  on  support  from  sm, 
merchants,  middlemen,  and  farmers  w 
don't  want  to  change  the  inefficie 
economy  that  protects  them.  When  po 
erful  cartels  raise  prices  across  t 
board,  as  beer  producers  recently  d 
consumers  must  swallow  the  hikes  wil 
out  a  hiccup. 

Most  consumers  can't  ims 
ine  influencing  the  status  q 
"They  don't  have  the  visio: 
says  Yasue  Kobayashi  of  t 
government-funded  Consum 
Information  Center  in  Tokj 
If  the  economy  slows,  eonsu; 
er  resistance  will  likely  weg 
en.  "If  we  ever  get  hit  wi 
stagflation  or  a  recession,  c 
sumers  will  return  their  al 
giance  to  the  producer  sid€ 
says  Diet  member  Koji  K 
kizawa.  "As  long  as  Japan 
affluent  and  growing,  th 
have  room  to  think  as  consul 
ers,  but  they  will  still  p 
the  national  interest  ov 
their  own." 

AFTER  HOURS.  Part  of  this  c 
cility  is  the  result  of  careful 
nurtured  seller-customer  re! 
tionships.  An  auto  may  co 
more  in  Japan  than  in  the  U 
But  when  it  breaks  down,  ti 
dealer  picks  it  up,  fixes 
promptly  free  of  charge,  ai 
brings  it  home.  In  the  U. 
it's  up  to  consumers  wheth 
they  want  to  pay  extra  for 
extended  warranty.  The  tru 
and  loyalty  between  Japane. 
suppliers  and  customers  al 
make  the  entry  barrier  mu' 
higher  for  newcomers,  whet 
er  Japanese  or  American. 

Although  consumers  ha 
yet  to  flex  their  political  mi 
cle,  the  potential  is  growin 


Prime  Minister  Toshiki  Kaifu,  who  h 
little  power  within  his  own  governmei 
has  masterfully  appealed  to  the  Jap 
nese  people  for  support  on  trade  conct' 
sions.  His  popularity,  at  46%,  h; 
climbed  eight  percentage  points  sin 
the  SII  talks  started  last  November. 

Until  now,  many  Japanese  chatting 
after-hours  bars  have  echoed  the  ang 
tone  of  Sony  Chairman  Akio  Morita 
book.  The  Japan  That  Can  Say  'Ni 
which  rallied  readers  against  U.  S.  trai 
bullying.  Lately,  they  seem  more  willii 
to  believe  in  a  Japan  that  can  say  yes 
By  Barbara  Buell  in  Tok 
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COVER  ST 


We'd  like  you  to  meet  some  of  the 
busiest  computer  sales  reps  around. 


Steve  Nilles,  Chicago,  IL  Bill  LaVorgna,  Wayne,  N|  Randy  Fryer,  Baltimore,  MD 

(not  pictured)  (not  pictured)  (not  pictured) 


Sorry  these  diligent  sales  reps  couldn't  make  the  photo 
shoot  for  this  magazine  ad.  But  their  commitment  to  client 
satisfaction  required  their  absence. 

You  see,  it's  not  enough  for  them  just  to  be  knowledgeable 
about  the  latest  computer  technology.  They  spend  the  bulk 
of  their  time  managing  Sears  Business  Centers'  resources, 
so  they  can  better  serve  your  needs. 

For  instance,  if  you  should  run  into  computer 
glitches,  they  can  put  you  in  touch  with  our 
Support  Line.  If  you  need  on-site  service,  they 
can  send  a  technical  service  rep  to  your  office 
or  branch  location,  anywhere  in  the  United 
States.  And  to  help  ensure  your  Local  Area 
Network  is  completed  on  time  and  on  budget, 
they'll  work  with  you  from  planning  through 
installation. 

Let  our  sales  reps  show  you  why  Hewlett-Packard  is  the 
leader  in  desktop  laser  printing.  The  HP  Laserlet  III,  our  latest, 
most  advanced  model,  is  setting  a  new  standard  for  print  quality 
output,  plus  it  has  more  font  capabilities  than  ever  before. 

To  meet  the  Sears  Business  Centers  rep  in  your  area,  call 
1-800-876-0088,  ext.  210. 


HEWLETT 
PACKARD 


BUSINESS  CENTERS 
1-800-876-0088,  ext.  210 

Roebuck  &  Co  1990 


nternational  Outloo 


EDITED  BY  JOHN  PEARSC 


THE  NEW  POLAND 

MAY  SPLIT  SOLIDARITY  APART 


In  Warsaw's  streets  and  muddy  vacant  lots.  Poland's 
plunge  into  a  market  economy  is  showing  its  first  signs  of 
success.  At  makeshift  counters,  shoppers  bargain  with 
farmers  over  fresh  cuts  of  beef.  From  trucks  and  car  trunks, 
vendors  hawk  fruits,  cakes,  cheeses,  chocolates,  and  West 
German  detergents  to  buyers  who  once  stood  in  line  for  hours 
at  nearly  empty  staterun  stores.  By  slashing  subsidies,  free 
ing  prices,  and  stabilizing  the  zloty,  the  Solidarity  government 
since  Jan.  1  has  braked  inflation  to  a  48% 
annual  rate,  from  at  yearend,  and 

ended  shortages  of  many  consumer  goods. 

These  gains  have  been  achieved,  however, 
by  a  painful  economic  shock  treatment. 
Poles  have  suffered  a  40%  drop  in  real 
wages,  and  many  have  been  forced  to  use 
up  savings,  take  extra  jobs,  or  try  to  eke  out 
a  living  as  street  peddlers.  With  production 
down,  unemployment  is  spreading. 
MASSIVE  SELL-OFF?  Yet  the  worst  is  still  i'  • 
come.  Finance  Minister  Leszek  Balcerowicz 
and  his  team  are  determined  not  to  ease  the 
austerity  too  soon.  That  would  risk  reignit- 
ing  inflation  and  destroying  the  credibility  of  his  reforms. 

Solidarity  leader  Lech  Walesa,  however,  has  been  calling  the 
reforms  too  slow  and  criticizing  the  government,  particularly 
for  delaying  privatization  of  state-run  companies.  Although 
Walesa  has  no  government  position  now,  he  intends  to  run  for 
President  to  succeed  General  Wojciech  Jaruzelski.  a  Commu- 
nist holdover  who  is  widely  expected  to  step  down — possibly 
soon.  As  President,  Walesa  would  wield  far  greater  power 
than  Jaruzelski,  who  has  been  little  more  than  a  figurehead. 

Balcei'owicz's  plan  calls  for  a  long-overdue  restructuring  of 
industiw  to  begin  this  summer.  The  resulting  massive  layoffs 
could  boost  the  number  of  jobless  from  a  still-manageable 
250.000  at  present  to  as  many  as  2  million,  or  11%  of  the  work 
force,  by  yearend.  That  would  raise  the  danger  of  strikes  by 
workers  who  have  been  restrained  by  Solidarity  unions  to 
support  the  government. 


So  far,  the  state-run  industrial  dinosaurs  that  account  f 
80%  of  gross  national  product  have  avoided  making  fundamt 
tal  changes  by  trimming  back  operations  and  furloughii 
workers  instead.  But  a  stiff  new  tax  on  assets  imposed  i 
Balcerowicz  will  force  companies  to  shut  down  or  under; 
compulsory  restructuring  if  they  don't  earn  profits  big  enoujj 
to  pay  it.  A  privatization  bill  that  the  government  hopes  w 
pass  the  Sejm,  or  Parliament,  this  month  could  launch  a  m£ 

  sive  sell-off  to  foreign  and  Polish  investc 

this  year,  starting  with  the  10  to  20  healil 
est  Polish  companies. 
TRANSFER  OF  OWNERSHIP.  But  winning  aj 
proval  of  the  privatization  measure  is  pre 
ing  tougher  than  taming  inflation.  The  b- 
would  allow  employees  to  buy  up  to  20%  j 
their  companies'  stock  for  as  little  as  ha 
the  offering  price.  Despite  this  incentive. j 
strong  workers'  lobby  favors  turning  t' 
ownership  and  management  of  companii 
over  to  existing  workers'  councils. 

The  result  is  a  gi-owing  split  in  Solidari 
between  trade  unionists  who  oppose 
government  on  this  issue  and  reformers,  including  Wale, 
who  favor  rapid  privatization.  "Solidarity,  the  trade  unic 
can't  remain  insensitive  to  populist  issues,"  says  Andr: 
Wroblewski,  editor  of  Warsaw's  new  business  newspaper,  t 
Banking  Gazette. 

The  standoff  is  a  sign  of  the  long-expected  splintering 
Solidarity  into  divergent  interest  groups  and  political  partii 
This  month's  Solidarity  congress  could  accelerate  that  proce 
by  approving  a  plan  to  form  a  socialist  political  party.  It  wov 
be  based  on  civic  committees  set  up  by  Solidarit}'  last  year,  t 
it  would  be  separate  from  the  union. 

Now,  as  Poles  struggle  to  reshape  their  society,  the  emb; 
tied  trade  union  that  started  Eastern  Europe's  political 
heaval  seems  likely  to  play  a  diminishing  role  in  the  econon 
revolution  that  lies  ahead.  f 
By  Gail  Schares  i72  Warsaw,  with  Bill  Javetski  in  Washingtl 


GLOBAL  WRAPUPI 


PERU 


Voters  in  three  ver\-  different  coun- 
tries— Peru,  Hungary,  and 
Greece — showed  in  Apr.  8  elections 
that  they  favor  a  shift  toward  freer 
markets  but  not  too  far  and  fast. 

In  Peru's  presidential  vote,  Mario 
Vargas  Llosa,  a  novelist  and  free-mar- 
ket hardliner,  saw  his  pre\'ious  big  lead 
in  the  opinion  polls  cut  to  a  narrow 
plurality  by  Japanese-Peru\nan  chal- 
lenger Alberto  Fujimori.  Peruvians  ap- 
pear to  fear  harsh  austeritv'  under  Var- 
gas Llosa's  proposals  for  radical 
economic  restructuring,  while  Fujimori 
favors  more  moderate  reforms.  Fuji- 
mori seems  likelv  to  win  a  runoff  vote 


with  support  from  leftist  parties  if 
Vargas  Llosa  doesn't  drop  out  before. 

Hungarians,  too,  gave  the  nod  to  a 
middle-of-the-road  party,  Hungarian 
Democratic  Forum,  over  the  Alliance 
of  Free  Democrats,  which  advocates  a 
drastic  switch  from  Hungar}''s  Marxist 
legacy  to  a  market  economy.  And 
Greek  voters  gave  the  conservative 
New  Democracy  party  just  enough 
seats  in  Parliament  to  enable  leader 
Constantine  Mitsotakis  to  form  a  gov- 
ernment with  independent  support.  Af- 
ter years  of  socialist  rule,  Mitsotakis' 
most  urgent  prioritj^  is  to  narrow 
Greece's  huge  budget  deficit,  partly  by 
raising  revenue  from  untaxed  sources 
such  as  farmers  and  big  bank  deposits. 


BRITAIN 


Ford  of  Europe  Inc.'s  relocation 
planned  engine  plant  from  Wales 
West  Germany  is  a  warning  that  I 
gering  labor  problems  could  deter 
vestments  in  Britain  to  take  advantai 
of  European  free  trade.  Receni  strike 
and  lagging  productivity  put  many 
Ford's  British  plants  at  a  cost  dis; 
vantage.  A  year  ago.  Ford  began  shifi 
ing  to  Belgium  production  of  a  mode 
assembled  at  its  big  Dagenham  plan 
By  contrast,  Japanese  carmakers  ar 
expanding  in  Britain  with  favorable  k 
bor  contracts.  General  Motors  Corf 
plans  to  build  an  engine  plant  near  Li\ 
erpool  following  concessions  by  unions 
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Experience  business 
without  a  middleman. 


When  you  fly  ox  business  with  Pan  Am,  you'll  never 

END  UP  IN  THE  MIDDLE.  BeCAUSE  ALL  SEATS  IN  PaN  Am's 

Clipper*  Class  are  arranged  two  by  two,  so  you'll 

ALWAYS  get  a  WINDOW  OR  AN  AISLE  SEAT  WITH  PLENTY'  OF 
ROOM  TO  WORK  OR  R  E  L  AX.  AnD  YOU  LL  ALSO  DINE  ON  FINE 
CUISINE.  Get  privileged  check-in  and  priority  BAGGAGE 
HANDLING.  EvEN  EARN  250^  BONUS  MILES  IN  OUR  WoRLdPaSS* 
FREQUENT  TRAVELER  PROGRAM.  FlY  PaN  A.M  ON  BUSINESS, 
AND  EXPERIENCE  TRAVEL  THE  WAY  TR.AVEL  SHOULD  BE. 


We're  Flying  Better  Than  Ever 


SPECIAL  ADVERTISING  SECTION 


THE 


FREQUENT 

TRAVELER 


■rv: 


STOPOVER 
OPPORTUNITIES 
IN  THE  PACIFIC 


HOW  TO  TURN  A  MEETING  IN  BANGKOK 
INTO  A  VACATION  IN  BALI 


■'here  was  no  question  about  stop- 
L  overs  when  transpacifie  air  tra\el  was 
rn  on  November  22,  1935.  To  span  the 
ire  than  8,000  miles  from  San  Fran- 
co to  Manila,  and  to  avoid  the  unthink- 


able of  flying  at  night  over  the  worlds 
vastest  ocean,  Fan  American's  China 
Clipper  needed  six  days,  seven  hours, 
and  46  minutes.  Overnight  rest  and 
refueling  stops  were  scheduled  in  Hon- 


olulu and  Guam,  with  a  two-day  stop  on 
Wake  Island.  So  novel  was  the  idea  of  stop- 
over tourism  in  the  Pacific  that  Pan  Am 
had  to  build  guesthouses  along  the  Chimi 
Clipper  route  for  crews  and  passengers. 


The  end  of  business  travel  that  makes  you 
want  to  throw  oatmeal  in  someone's  eye. 


The  begimingof a  new  world  in  Business  Class. 


There  is  a  long  list  of  things  that 
makes  business  people  feel  as  frus- 
trated as  a  crabby  baby 

Like  not  being  able  to  move.  Like 
not  being  able  to  get  anybody's  atten- 
tion. Like  not  getting  anything  close  to 
the  food  and  drink  you  want. 

Soon,  all  that  will  be  ancient 
tantrum  history 

Because  soon  United  will  bring 
you  The  Best  of  All  Worlds:  Its  all-new 
international  Business 
Class  on  flights  across 
the  Pacific. 

With  the  utter 


comfort  of  2-3-2 


seating.  Seats  that  are  wider  and 
not  squeezed  together.  Seats  that  get 
you  closer  to  being  horizontal  than 
ever  before. 

Some  more  good  news  to  feel  good 
about.  Your  choice  of  three  entrees. 

With  French  champagne  and  both 
French  and  California  wines.  All 
served  on  newly-designed  china. 

Experience  the  Best  of  All  Worlds. 
A  business  class  with  no  equal.  United's 
international 
Business  Class. 
It  treats  you  like  the 
grown-up  business 
person  you  are. 
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Around-the-World  Airfares 
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Hotels  8.  Resorts 

[he  grandest  hotel  is  recognized  in  the  smallest  details. 


Success  in  any  enterprise,  however  gi  and, 
depends  upon  the  specifics  of  its  execution. 
And  so,  in  the  world  of  Westin — from 
Houston  to  Hong  Kong,  Tulsa  to  Tokyo, 
Seattle  to  Singapore — our  people  render 
the  aits  of  personal  service 
with  a  subtle  eye  to  detail. 
And  travelers  look  forward 
to  an  experience  uniquely 
caring,  comfortable,  civilized. 


ACAl'lU.CO  .  ATLANTA  •  BOSION  .  CAl.CiARV  .  CANCAN  .  CHIOACiO 

(:hk:a(;()  (OHARE)  •  cincinnai  i  •  Dallas  •  ui-nvfr  •     \  Ron  •  ldmon  ton 

LI,  1>\S()  .  lORI  LALDIRDALh  •  (.LXDAL  \|  \K  A  •  <  .LAI  h  \l  \l  \  ( .1  M  ■  HILION 
HKAl)  ISLAM)  .  H()\(.  M  )\(.  •  III  H  Sl(  )\  .  I\l)l  W  \l'(  II  IS  •  l  \  I  \l'  \  .  KANSAS 
(;ri  V  •  KALAI  •  K"l()l()  •  I  ( )S  I  I  s  •  \l  Wll.A  •  \l  \\/ Wll  L( )  .  MALI 

MAZAILAN  •  MLXlCXjCllA  •  MON  I  LRRLN  •  NAPI.LS.I  L  •  \LW  ORLKANS 
NEW  YORK  •  ORANGE  COUNTY  •  ORLANDO  •  Ol T  AWA  •  PHOENIX  <  I'l  11  SBLRC.H 

ITT  RIO  VAI.LARI  A  •  PUSAN  •  RA\<  :H( )  MIRAC.E  (PALM  SPRINCS  ARE  W 
I.III.LO  .  SAN  ER.AN(:1S(:0  .  SAN  KRA\(  IS(  :(  )  MRI'ORI  •  S \\  S \l  \  \D(  )K  •  SL\ I  I  I  I 
SEOLI.  •  SELANCHAI  •  S1N(;AP0RE  .  lOKM).  lOROMO.  I  L(  SON  •  II  ISA 
VAIL  •  VANCOUVER  •  WASIIINCTON.UC.  •  WINMI'LC 


Call  your  travel  consultant  or  800-228-3000. 

V//  /;  pii/u!s  ftiward  r\(  it/n^  Wrsl/u  vduilioin  li\  imn/n^  Wrsliii  }'}cniiin\ 
i^iirst  jndiiKnn.  i'tiitnl  .\nlntf'\  Mtlnii^c  An  (  iiiiailii  Arxijtlfni .  S 

Anintfs  \V()HLDri-Ii KS.  ami  I  'S.  \„  Inniiiriil  hmrin  mnrihn  s  . 

jiinlii  ijxidJiii  i^'"-/'"  //"/'Vs  C  Ui  soily 
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generous  mileage  allowance.  Thus  a 
number  of  far-flung  stops  can  be  arranged 
on  a  fare  calculated  as  a  round-trip  to 
Denpasar — at  Hong  Kong.  Bangkok. 
Singapore,  and  even  points  in  Australia, 
for  example.  Until  this  year,  passengers 
didn't  even  have  to  land  at  Bali  to  qualify 
for  a  Denpasar-based  fare,  but  most  air- 
lines have  now  stopped  allowing  so-called 
fake-city  fare  constructions.  Still,  busi- 
ness travelers  in  search  of  idyllic  seclu- 
sion could  hardly  do  better  than  exotic 
Bali — the  lush,  terraced  island  is  one  of 
the  hottest  resort  destinations  in  the 
Racific  right  now. 


easiest  and  most  obvious  points  for 
breaking  a  Paciric  trip. 

In  most  cases,  there's  no  question 
about  a  passenger  s  right  to  clear  customs 
and  spend  some  time  at  an  airlines  hub 
— without  paying  extra,  without  manipu- 
lating fare  calculations,  and  without 
drawing  the  suspicions  of  humorless 
accountants  and  auditors  who  may  frown 
on  combining  business  with  pleasure.  In 
fact,  the  airlines,  their  welfares  firmly 
wedded  to  local  tourism  industries, 
encourage  it. 

Tokyo.  Seoul.  Hong  Kong,  and  Singa- 
jxjre  are  the  booming  .\sian  and  Far  East 


Competition  for  business  travelers' 
patronage  produces  other  Pacific  airfare 
anomalies.  Recently.  U.S.  business  trav- 
elers bound  for  Tokyo  began  noticing  that 
it  was  SSO  cheaper  to  buy  a  round-trip 
ticket  to  Hong  Kong,  with  a  stop  in  Tokyo. 
Thus  they  could  spend  guilt-free  days 
resting  up  in  the  Crown  Colony,  dine  in 
style,  have  tea  at  the  Peninsula  hotel,  and 
get  measured  for  a  few  new  suits  when 
work  •  -  '  ne. 


OF  CLEARANCE 


Once  Pacific  stopo\'ers  were  synony- 
mous with  refueling  stops.  The  emphasis 
has  shifted  more  to  passengers'  whims 
now  that  Pacific  carriers  are  buying  the 
new  long-range  747-400.  capable  of  flying 
most  transpacific  routes  nonstop,  as  fast 
as  Boeing  can  build  them.  Often  a  trav- 
eler's options  are  limited  only  to  the  cities 
served  by  his  or  her  airline  of  choice.  But 
carriers'  scheduling  practices  still  play 
pivotal  roles  in  many  business  travelers' 
stopover  decisions.  Only  now  it's  hubs, 
rather  than  fuel  depots,  that  mark  the 
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hubs.  It  only  takes  a  look  at  Sinaar  - 
skyline,  with  its  lavish  display  of  new 
high-rise  hotels,  to  see  the  effects  that  a 
modem  hub  like  Changi  airport  can  have 
on  a  city's  appeal  to  visitors.  In  a  faint 
echo  of  Pan  American's  building  mid- 
Pacific  guesthouses.  Singapore  Airlines 
now  plans  to  invest  in  even  more  hotels  to 
make  sure  its  passengers  always  have  a 
place  to  stay.  More  evidence  of  hub  appeal 
can  be  seen  at  the  check-in  counters  at 
Seoul's  Kimpo  International  airport, 
where  stopover  travelers  who  arriv  ed  with 
a  single  carry-on  bag  lea\e  laden  with 
treasures — including  all  those  new  over- 
size suitcases — picked  up  for  a  pittance 
on  Etaewon  Street. 

Another  group  of  up-and-coming 
Pacific  hubs — including  Taipei.  Manila. 
Bangkok.  Jakarta,  and  Kuala  Lumpur — 
are  luring  more  airlines  and  more  busi- 
ness travelers  with  the  prospects  of  less- 
crowded  terminals  and  new  experiences 
for  stopovers.  Aided  by  a  host  of  new 
transpacific  flights.  Taipei  has  emerged  as 
one  of  the  region's  boomtowns.  with  at 


least  three  new  luxury  hotels  and  a  new 
convention  center  now  under  construc- 
tion. Taipei's  air  hub  helped  land  the  ci'^ 
the  1991  World  Travel  Congress,  perh 
the  world's  most  coveted  convention. 


REEF  ENCOUNTERS 


The  opening  each  \ear  of  new  trans- 
pacific routes,  often  bypassing  hubs,  also 
creates  additional  venues  for  stopovers. 
For  example,  both  Qantas  and  Continen- 
tal now  fly  direct  from  the  United  States 
to  Caims.  a  smallish  city  in  the  Austra- 
lian tropics  and  gateway  to  Great  Barrier 
Reef  resorts,  .\fter  business  in  Sydney, 
travelers  can  fly  up  to  the  reef,  soak  up  the 
sun  amid  one  of  the  worlds  natural 
wonders,  then  continue  home  without 
backtracking.  The  ticket  costs  the  same 
as  a  round-trip  to  Sydney. 

Longer-range  jumbo  jets  have  trimmed 
the  number  of  flights  stopping  to  refuel  at 
.Anchorage,  but  at  least  two  airlines  still 
offer  the  .\laska  stopover:  China  Airlines 
and  Korean  Air.  -And  the  ,\laskan  wilder- 
ness remains  a  popular  side  trip  for  both 
L'.S.  and  Asian  business  travelers. 

Meanwhile,  all  those  erstwhile  pit  stops 
in  paradise  just  won't  be  ignored.  Tahiti 
and  Fiji  became  tourist  lures  largely 
because  airlines  bound  to  and  from  Aus- 
tralia and  New  Zealand  had  no  choice  but 
to  stop  there.  Though  their  jumbo  jets  can 
now  fly  past  these  islands.  Qantas  and  Air 
New  Zealand  still  schedule  stops  on  some 
of  their  transpacific  crossings,  simply 
because  so  many  travelers  want  the  stop- 
over Guam,  almost  forgotten  after  World 
War  II.  when  the  China  Clipper  route  and 
its  jet-age  heirs  no  longer  needed  its  stra- 
tegic fuel  tanks,  became  a  Continental 
hub  a  decade  ago  and  under^vent  expan- 
sion in  19S8.  Thanks  to  the  airline's  100  or 
more  weekly  flights,  and  a  rebirth  of  stay- 
awhile  leisure  travel.  Guam's  hotel  and 
reson  capacity  will  double  by  next  year 

And  as  it  turns  out.  the  mid-Racilic's 
original  stopover  destination  remains,  by 
far.  its  most  popular:  Hawaii.  There's 
hardly  an  airline.  U.S.  or  foreign,  that 
doesn't  schedule  some  or  all  of  its  trans- 
pacific flights  through  Honolulu.  On 
some  flights,  as  many  as  one  out  of  ever>' 
four  passengers  takes  advantage  of  the 
windfall  and  spends  some  time  relaxing 
in  the  fiftieth  state. 

Jumbo  jets  may  grind  nonstop — and  ' 
uncomplaining — to  the  far  comers  of  the 
earth,  then  turn  around  and  do  it  again, 
but  business  travelers  still  say  they  need  a 
break.  It's  their  good  fortune  that  nature 
situated  so  many  come-hither  stopover 
destinations  all  along  the  busy  Pacific 
air  routes 


WE  MAYFLY  THE  WORLD'S  YOUNGESX I 
MOST  MODERN  FLEET  TO  57  CITIES  ACROSS 


ingapore  Airlines  flies  the  world's  youngest,  most  modern  fleet  to  all  four  corners  of  the 
^arth.  Enjoy  inflight  service  even  other  airlines  talk  about.  SinGAPORE  AIRLIHES 

A  great  way  to  fly 
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GOING 

RENTING  LUXURY  CARS  ABROAD 


Millions  of  Americans  will  tra\e 
abroad  this  year  tor  both  business 
and  pleasure.  And  wliile  they  iia\e  no 
doubt  reserved  spaee  at  exeliisi\e  hotels 
and  restaurants,  there's  another  t\pe  of 
reser\'ation  worth  lookin!>  into:  ha\'inii  the 
use  of  a  world  class  automobile  Kcntinj;  a 
luxury  car  on  a  forei>>n  trip  is  not  only 
siirprisinf^ly  eas\'  to  accomplish,  it  can 
add  measurably  to  the  enjoyment  of  the 
experieiiec.  It  can  e\'cii  be  a  useful  busi- 
ness tool  (and  possibly  a  tax  deductible 
one,  at  that ). 

To  bcfiin  with,  renting  hrst  class  cars 
overseas  can  be  as  easy  as  piekiiij^  up 
the  telephone  here  at  home.  A\is 
(>S()()-.'(31-1().S4),  Hertz  ( .S(»()-654-,'^()()I ), 
and  National  (.S(»()-32S-4,S()7 )  rent  cars  of 
all  descriptions — from  Ford  Kscorts  to 
Mcrcedes-Henz  Mn)s  to  Kolls-Koyec  Silver 
Spirits — in  ma  jor  cities  all  o\  er  the  world. 
Less  well-known  but  almost  equally 
ubic|uitous  companies  such  as  European 
(;ar  Reservations  {.'\4'-)  West  (lommer- 


eial  St  ;  Kast  Rochester,  W  14445; 
S()()-5.'<5-.'^.^(U )  can  handle  an  amaziiift 
\arict\'  of  \chieular  requirements,  too. 
You  need  a  Mercedes  in  Kuala  Lumpur? 
No  problem. 


THE  LOCAL  OPTION 


In  addition,  there  arc  locally  based 
companies  in  most  eoimtries  that  will 
rent  bctter-than-basic  transportation 
Most  deluxe  hotels  in  major  cities  will  be 
only  too  happy  to  arranf^c  local  rentals 
and,  in  some  eases,  c\en  rent  cars  them- 
selves— with  or  without  chauffeurs, 
which  may  or  may  not  be  advisable 
dcpendinji  on  how  forei>;n  the  locale. 

Most  i\mcrican  travelers,  however,  will 
be  headed  for  western  Kurope,  where 
drivinj^  can  be  quite  easy  and  enjoyable 
The  roads  are  j^enerally  excellent,  and 
motorists  tend  to  be  far  more  disciplined 
and  courteous  than  American  drivers 
back  home.  On  the  other  hand,  Kuropean 
travelers  expect  their  fellow  motorists  to 


follow  the  rules  of  the  road  and  are  not 
inclined  to  be  gracious  w  hen  they  fail  to 
do  so.  Fortunately,  the  major  rental  car 
companies  offer  excellent  maps  and 
fiuides  that  explain  local  drivinfidof>ma  as 
well  as  illustrate  the  ref^ion's  traffic  sij^ns 
and  markiiifis,  which  can  be  dramatically 
different  from  the  ones  in  the  States. 

The  famous  (ierman  autobahns,  where 
many  stretches  still  have  no  speed  limits 
at  all,  are  a  revelation  to  Americans  used 
to  the  double-nickel,  and  speeds  are  not 
much  slower  on  the  French  autoroutcs, 
Italian  autostradas,  or  British  motorways. 


UNLIMITED  FUN 


While  in  (jcrmany,  a  traveler  can  rent  a 
Porsche  *>l\  coupe  or  a  variety  of  IIMW 
and  Mercedes  models  from  local  firms 
such  as  Frankfurt's  Auto  Kxclusiv  (Frank- 
furter Strasse  2;  1)-M)56  lleusenstamm; 
r,l-()4-3()-6()or61-()4-,"\()-17:  in  the  United 
States,  (S],'\-52f)-()l*Jl).  On  a  recent  trip 
with  the  new  Porsche  Mil  (^arrera  2,  we 


Hertz  #1  Club  GoU  is  the  fastest, 
easiest  way  ever  to  rent  a  car. 
No  paperwork.  No  stopping  at  counters. 
Nothing  to  slow  you  down. 

Herbz 

AMERICAS  WHEELSr 
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disc()\ercd  that  '^0  niph  to  100  niph  was  a 
pretty  comtortablL'  criiisinjj  spued  on 
both  the  (lerman  and  Freneh  siiperhij^h- 
ways,  w  ith  many  loeal  dri\ers  doini^  eoii- 
siderably  better  than  that.  It  is  quite  an 
experience  to  be  blasting  through  Bav  aria 
taster  than  you  have  ever  driven  in  your 
lite  only  to  have  a  Mercedes-Benz  560 
SEL,  or  some  such^jro.s.scricYj^t'M,  rocket 
past  as  it'  you  were  standing  still.  One 
quickly  becomes  acclimated  to  such 
speeds,  though,  because  ot  the  excellent 
roads  and  the  highly  disciplined  behavior 
ot  the  other  drivers. 


WHEN  IN  ROME 


Across  the  border,  motoring  in  Switzer- 
land may  work  just  as  well  with  a  smaller, 
high  class  sport  sedan,  such  as  the  Mer- 
cedes 1^>0.  Fuel  prices  are  much  higher  in 
Europe  than  in  America,  and  the  190 
otters  a  blend  ot  ccon(jmy  and  perfor- 
mance uniquely  suited  to  Swiss  driving. 
The  "N  "  series  superhighways  that  con- 
nect most  major  Swiss  cities  are  quickest, 
while  the  older,  two-lane  highways  are 
more  scenic,  it  often  quite  crowded. 
Eurorent  (SOO  Corporate  Dr.,  Suite  208; 
Fort  Lauderdale,  FL  33334;  800-521-2235; 
in  Florida,  305-351-9006)  offers  the  190 
in  Basel  or  Zurich  for  S2S7  per  week,  but 
it  cannot  be  driven  into  Italy  or  into  any 
eastern  European  eountrx'. 

If  the  controlled  anarchy  of  Italian  tour- 
ing is  more  to  your  liking,  a  3-Series  BMW 
will  keep  you  running  proudly  in  the  fast 
lane.  Europe  by  C^ar  (One  Rockefeller 
Plaza;  New  ^brk,  XY  10020;  SOO-223-1516; 
in  New  York,  212-5S1-3040)  will  rent  one 
for  S4''')  to  S539  per  week,  depending  on 
the  season,  and  offers  cars  in 
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most  other  European  countries  as  well. 

For  drivers  with  their  hearts  set  on 
tackling  the  Alps,  though.  Avis  in  Paris 
will  supply  a  Range  Rover  for  about 
SI, 700  per  week.  The  British-built  Range 
Rover — a  cross  between  a  R(jlls-Royce 
and  a  mountain  goat — is  generally 
regarded  as  the  finest  and  most  luxurious 
off-road  v'chiclc  around  and  should  shoot 
passengers  to  the  top  of  a  snowcapped 
peak  and  back  down  in  plenty  of  time  tor 
afternoon  tea. 

American  travelers  stav  ing  at  London's 
popular.\/(a'f<nr //itcr-CV^nfaic"»!f(//  hotel 
near  Piccadilly  can  rent  a  chauffeur- 
driven  Rolls-Royce  for  those  important 
business,  social,  or  sightseeing  engage- 
ments simply  by  contacting  the  hotel 
concierge.  The  rate  is  about  .S56  per  hour, 
mileage  included.  Those  preferring  to 
drive  themselves  can  contact  Avis. 
They've  got  a  Silver  Spirit  for  about 
S6,S00  per  week.  Mileage  and  pleasure 
are  luilimited.  If  a  "Roller"  is  a  bit  pricey 
for  the  wallet,  a  12-cylindcr  .laguar  X.IS 
coupe  at  a  mere  S2,. SOO  per  week  still 
places  the  driver  behind  the  wheel  of  a  car 
of  astonishing  smoothness,  quietness, 
and  refinement. 


PARTING  THE  CURTAIN 


Behind  the  rapidly  rusting  iron  cur- 
tain, around  SI, SOO  per  week  in 
Yugoslavia  will  produce  a  very  capitalist 
Mercedes  560.  The  people  to  contact  are 
at  European  Gar  Reservations.  They  can 
also  supply  a  Chrysler  Xevv  Yorker  in 
Kuwait  for  S325  per  week,  or  something 
else  at  least  moderately  dignified  in  no 
fewer  than  38  other  countries. 

American  travelers  visiting  the  Far  East 


may  tind  the  local  affiliates  of  Avis  and 
Hertz  the  easiest  way  to  go.  The  Mer- 
cedes-Benz 300,  regarded  by  many  auto 
journalists  as  the  best  midsize  sedan  in 
the  world,  is  a  perfect  traveling  compan- 
ion in  any  environment  and  can  be  had  in 
such  venues  as  Hong  Kong  (from  Avis  for 
about  S30()  to  S35()  per  week — five  calls 
turned  up  five  different  quotes)  and 
Singapore  (from  Hertz  for  about  S150  to 
S2()0  per  day).  In  Kuala  Lumpur  the  200- 
Series  Mercedes  is  the  ticket  (from  Hertz 
for  S650  per  week),  while  the  ,]apanese 
version  of  the  executive  sedan,  the  Toyota 
Crown  Deluxe,  is  the  fop  of  the  line  in 
Bangkok  (from  Avis  for  about  S60()  per 
week).  It  is  less  expensive  to  rent  cars  in 
Hong  Kong  than  in  other  Asian  cities;  this 
may  have  to  do  with  the  British  economic 
tie  there — third-world  countries  tend  to  f 
offer  the  priciest  car  rentals. 


DRIVER,  HE  SAID 


Interestingly,  experienced  travelers 
seem  to  be  nearly  unanimous  in  their 
recommendation  a;ij«(n,st  American  tour-  , 
ists  attempting  to  drive  in  .lapan.  The  ; 
streets  of  Tokyo,  for  example,  form  a  con-  i 
voluted  maze  that  is  a  perennial  source  of  r 
confusion  to  even  native  .Japanese  drivers.  ' 
In  Tokyo,  it  is  probably  advisable  to  take  a 
taxi  or  have  the  hotel  concierge  arrange  a  i 
car  with  a  driver.  If  you  are  unusually  I 
experienced — or  unusually  adventurous  I 
— the  Toyota  Crown  Deluxe  goes  for  about  " 
S725  per  week  from  Nippon  Rent-A-Car 
(5-5.  Kamiyamacho;  Shibuya,  Tokyo;  , 
034-687-126).  whose  cars  also  can  be 
reserved  through  Xational's  stateside 
800  number 

In  most  cases,  it  is  wise  to  reserve  a  car 
before  leaving  home  and  to  make  sure 
prices  are  guaranteed  in  U.S.  dollars.  I 
Charging  the  rental  on  a  major  credit  card  'I 
can  provide  additional  assurance — and  1 
insurance,  too.  in  some  cases.  (Avis  has  || 
just  pioneered  a  telephone  travel/driving 
hot  line,  called  "Know  Before  You  Go",'  to 
answer  questions  about  such  details  as 
gas  prices  and  license  requirements  in  16 
western  European  countries.  Call 
212-876-A\'IS,  Monday  through  Friday 
between  9  .\..vi.  and  5  I'.vi.  eastern  time.) 
Some  countries  require  an  international 
driver's  license,  some  don't.  Age  require- 
ments (both  maximum  and  minimum) 
for  various  types  of  cars  vary  from  coun- 
try to  coimtry,  too,  as  do  loeal  taxes — 
which  can  be  substantial  (up  to  25"o  in 
Paris,  for  example).  It  is  alst)  possible  to 
call  the  same  rental  firm  three  times  and 
be  given  three  different  rates.  So  to 
ensure  the  smoothest  ride  on  your  next 
trip  abroad,  it  is  best  to  get  all  ear  rental 
agreements  guaranteed  in  writing  several 
weeks  prior  to  departing.  D 


You  can't  be  late  for 
your  business  appointments, 
and  neither  can  we. 


At  Marriott,  if  your  breakfast  doesn't  show  up  on  time,  it  won't  show  up  on  your  bill. 
That's  because  we  take  our  business  just  as  seriously  as  you  take  yours.  And  our  business 
is  service.  This  commitment  is  what  makes  Marriott  the  business  traveler's  first  choice. 
See  for  yourself.  Call  1-800-228-9290  or  your  Travel  Professional. 


Service.  The  Ultimate  Luxury 

Harriott 

HOTELS  RESORTS 
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^PREQUENT:^ 
=TRAVELER= 


ASIA 


DAR 


HERE'S  WHAT'S  HAPPENING  IN  ASIA 
AND  THE  SOUTH  PACIFIC 


WliL-n  l)c)ri)thy  dcclarL-d.  "1  dim't 
cliink  we're  in  Kansas  anymore. 
Tiitd.  "  she  eould  well  ha\'e  been  speakiny 
tor  any  of  the  thousands  of  American 
business  traxelers  who  find  themsehes  in 
Asia  and  the  South  Pacirtc  each  year.  Set- 
ting your  watch  forward  is  merely  the  first 
adjustment  to  the  myriad  cultural  (and 
ex'cn  climatic)  differences  that  abound 
in  places  as  imfamiliar  as  Surabaja  and 
Sri  Lanka. 

Ditterences  in  culture,  cuisine,  and  cli- 
mate all  conspire  to  inhibit  an  inex- 
perienced traxeler.  often  keeping  him  or 
her  shackled  to  a  hotel  out  of  fear  of  the 
unknt)wn  and  exotic.  The  following  calen- 
dar is  designed  to  pro\  ide  some  sugges- 
tions about  what  to  do  during  1990  in 
Asian  and  South  Pacific  destinations — 
ideas  far  more  enticing  than  ordering 
dinner  from  room  scr\icc  The  options 
are  endless — from  \isual  and  perform- 
ing arts  festivals  to  sports  spectaculars  to 
folk  festuals  and  religious  holiday  cele- 
brations. F.specially  important  this  year 
are  two  anniversaries:  the  15()th  birth- 
day of  New  Zealand's  nationhood  and  the 
25th  annixcrsary  of  Singapore's  indepen- 
dence. For  further  information  on  any 
event,  addresses  and  phone  or  fax  num- 
bers are  pro\  ided 


AUSTRALIA 


HKiULK.HTS 
Sept.  Spoleto  Festival  of  Arts. 

Melbourne.  This  is  a  sister  festi\al  to  the 
famous  original  in  Italy.  Events  include  a 
children's  parade,  illumination  festival, 
sculptures,  street  theater,  orchestra  and 
choir  performances,  plus  a  special  botan- 
ical garden  display.  Some  events  require 
tickets.  Contact  Spoleto  Melbourne 
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Fund.  Inc.:  b?i  Kingsway:  South 
Melbourne.  Victoria  3205:  3()-14-44-S4: 
fax,  36-14-41-6S. 

Cri.Tl  R.\L 

Year-round:  Sydney  Opera  House, 
Sydney.  Operas,  symphonies,  dance 
performances,  and  plays  are  offered  con- 
tinuously in  this  spectacular  setting. 
(>ontact  ATS  Tour  Pacific:  22-50-71-11:  in 
the  L'nited  States.  SOO-42,^-2SS():  in  Cali- 
fornia, S()()-232-212L 

Year-round:  N'ictorian  .\rts  Centre. 
Melbourne.  This  is  the  city's  main  venue 
for  \Msual  and  performing  events.  The 
(Centre  includes  the  National  Gallery  of 
X'ictoria,  the  Performing  Arts  Museum, 
and  the  Melbourne  Concert  Hall.  Contact 
ATS  Tour  Pacific. 

.lune  7—23:  .Melbourne  International 
Film  F"esti\al,  Melbourne.  Screenings  and 
premieres  of  international  films  are  fea- 
tured in  this  festival,  and  there's  a  large 
celebrity  attendance.  Tickets  are  neces- 


sary. Contact  .Melbourne  Film  Festival 
41-45  Becket  St.:  Melbourne,  N'ictoria 
300().-  36-63-13-95. 

Sept.  29-Oct.  1:  .Manly  .lazz  Festival, 
Sydney.  .lazz  concerts,  jam  sessions,  and 
an  opportunity  to  meet  jazz  greats  face- 
to-face  are  three  good  reasons  not  to  miss 
out.  Contact  Australian  Tourist  Commis- 
sion: 489  Fifth  A\e.;  New  York,  NY  10017; 
212-687-6300:  fax,  212-661-3340. 

SPORTS 

.\pril  2'';  .\ustralian  National  Balloon 
ing  (Championships.  Henalla.  Contact 
Balloon  Aloft:  RMB  56:  Hume  Hwy. 
Crossroads.  NSW  2170:  26-07-22-55. 

•luly  21-22:  Pomona  King  of  the  Moun 
tain  Festival,  Pomona.  This  is  strictly  an 
all-sports  event  with  endurance  moua 
tain  races,  rubber-thong-throwing  (the 
shower  variety)  championships,  and 
exhibitions.  Contact  Stan  Topper: 
71-85-13-13. 

Nov  1 — i:  .S5th  .\ustralian  (inmd  PrLx; 
.Motor  .Sport,  .\delaidc.  Contact  .\ustra- 
lian  Tourist  Commission. 

Nov.  6:  .Melbourne  ilup.  Flcmington 
Racec(jursc.  .Melbourne.  Horse  racing. 
Contact  Australian  Tourist  Commission. 

FK.STIV.VLS 

.\pril  2S:  Brigadoon  at  Bundanoon 
(.\nnual  Highland  Gathering).  Bunda- 
noon. You  don't  have  to  be  Scottish  to 
enjoy  these  cultural  and  athletic  events, 
such  as  tossing  the  caber.  Contact  South- 
ern Highlands  Tourist  .\ssociation; 
4S-S3-65-28. 

.lunc  4-10:  Westeni  .\ustralia  Week 
Perth.  This  celebration  recalls  the  found- 
ing of  the  state  and  features  special  events 
such  as  Pioneer  Dav  and  Flower  Day. 


t 


This  will  get  you  bad 
in  about  14  seconds. 


AT&T's  USADirect®  information  card  makes  it 
easy  to  call  home  when  you're  overseas.  Just  dial  the 
USADirect  2iCCQSs  number  for  the  country  you're 
calling  from  and  you'll  be  connected  to  an  AT&T 
Operator  in  the  U.S.  within  seconds.  Use  your  AT&T 
Card  or  call  collect.  It's  fast.  It's  economical.  And  it's 
available  in  over  50  countries.  For  your  information 
card,  just  call  1  800  874-4000,  Ext.  301. 


'AUSTRALIA 

DINMARK 
FRANCE 


mOOVO  - JAPAN 


AT&T 

The  right  choice. 


©  1990  AT&T 
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T3100S.\iath3ti6^X-  •      i^nd  TIOOOXE notebook  .  ■■  - 

potwr  and  4tl\IB  hard  d'sk     :  1^        mjU  book  PC.       PC  u-itk  20.MB  liard  disk        /t  ^-i\:^.'-"PPy^ 


For  more  informatioti  call 1-800^7-7777. 


c  199<i  H.ishiba  .Aint-nca.  Computer  Systems  DiviSMjn/386  is  a  trademark  nf  Intel  Corpx^raimn 


Some  executives  regard  busi- 
ness travel  as  nothing  more  than  a 
time  to  catch  up  on  their  sleep. 

Others  see  it  as  a  time  to  catch 
up  on  their  work. 

Which  is  where  Toshiba 
battery-powered  PCs  come  in. 
They're  extremely  powerful.  Yet 
portable  enough  to  go  where  you  go. 


So  now  even  a  transcontinental 
flight  can  be  put  to  much  better  use. 

And  since  no  two  people  think 
exactly  alike,  we  make  everything 
from  a  5.9-pound  notebook  PC  that 
fits  inside  a  briefcase  to  a  portable 
386™  SX  model  that  rivals  powerful 
desktop  computers. 

Each  with  replaceable,  re- 


chargeable battery  packs  to  keep 
you  productive  all  the  way  from 
LAX  to  LaGuardia. 

Which  means  you  can  now 
work  exactly  the  way  you  do  back 
at  the  office.  Even  when  you're 
35,000  feet  above  it. 

Toshiba  power  and  portability. 
Take  it.  See  how  far  you  can  go. 


In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba  Amenca  Information  Systems  Inc.,  Q>mputer  Systems  Division 
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Art  exhibits  and  tolkloric  performances 
are  featured.  Contact  Mr.  McKay;  Box 
X2261;  Perth,  \VA  6001:  92-20-17-85. 

June  3()-July  8:  (Citrus  Week  Festival, 
Renmark.  Here's  a  chance  to  \  isit  \arious 
citrus  industries,  packinji  sheds,  and 
properties.  Try  your  hand  at  the  orange- 
packing  contests.  Contact  Renmark 
Tourist  Centre:  Renmark,  SA  5341: 
858-667-043. 

Aug.  23-8cpt.  2:  Townsville  Pacific 
Festival,  To\\  ns\  ille.  Often  described  as  a 
post-Lenten  Mardi  (iras,  it  offers  a  crown- 
ing ball,  grand  parade  with  Mardi  Gras 
favors,  contests,  art  exhibits,  fireworks, 
birdman  rally,  and  a  multicultural  day. 
Contact  Eri  Ball/Jan  Hewitt:  Arts  Centre: 
Stanlev  St.:  Townsville:  77-72-32-13. 


HONG  KONG 


(\()tc:  For  in/ormdtion  on  a//  c'ceiits 
contact  llimfi  Konti  Tourist  Association; 
590 Fittli  Ave. :  Sew  York,  \T  10036-4 706; 
212-869-500S;fax,  212- 730-2605. ) 

HKiHLKiHTS 
•lunc  2-3:  Hong  Kong  Dragon  Boat 
Festival  and  International  Riices,  Hong 
Kong  Harbour  The  boats  are  all  decorated 
with  flags  and  a  dragon-head  figure  at  the 
prow.  Each  craft  is  40  feet  long  and  weighs 
close  to  a  ton.  The  dragon  boats  scat  2 
abreast  with  as  many  as  20  oarsmen  who 
paddle  up  to  78  strokes  per  minute  with 
the  help  of  a  steersman  and  drummer 
Teams  compete  from  all  o\cr  the  world. 

(:rLTLR.VL 

Thursdays  year-round:  Chinese  Cul- 
tural Shows,  City  Hlaza,  Taikooshing.  Per- 
formances are  from  noon  to  1  p..\i.  In 
addition,  a  Chinese  Cultural  Show  at  the 
Hong  Kong  (Jultural  Centre  is  featured  as 
part  of  the  Cultural  I)i\'ersions  Tour. 
Bookings  must  be  made  locally  by  4  I'.m. 
on  the  day  of  the  tour.  Call  524-419] 

( )ct.  12-Nov  2:  I  long  Kong  Asian  Arts 
Festi\al,  Hong  Kong  Cultural  (  Jcntre.  This 
is  a  top  \  isual  and  performing  artsexeiit. 
Tickets  required. 

SPORTS 

May  5-6:  Closing  Regattxi:  Yacht  Riice 
Season,  X'ictoria  Harbour 

May  13:  Horse  Racing:  Champions  6t 
(Abater  (aip 

.kmc  2:  Horse  Racing:  Peace  Memorial 
(Challenge  Cup 

Sept.  22-Oct.  7:  Asian  Tennis  Cames 
1990 

Oct.  16-21:  Hong  Kong  Open  Tennis 
(;hampionship. 

Dec.  1—2:  Hong  Kong  International 
Kart  Grand  Prix. 


=TRAVELER= 


FESTIVALS 
f)ct.  3:  Mid- Autumn  Festival,  all  Hong 
Kong.  This  is  a  major  festival  in  the  Chi- 
nese calendar,  comparable  to  a  Western 
harvest  festival.  Also  called  the  Moon 
Cake  Festival  because  of  special  cakes 
eaten  at  this  time,  it  recalls  a  14th- 
century  uprising  against  the  Mongols. 
A  call  to  revolt  was  written  on  paper  and 
baked  in  the  cakes,  then  passed  secretly 
to  compatriots. 

FAIRS/ SHOWS 
Sept   2S-30;  Food  &  Beverage  '90: 
Eighth  International  Food  and  Bever- 
age Fair 


IIKillLKillTS 

April  1-Sept  30:  InteniationaKiarden 
&  (ireenery  Exposition  (Flower  Expo 
'90),  Osaka.  Exquisite  floral  displays 
focus  on  the  beauty  of  flowers  from  vari- 
ous perspectives.  Gardens  and  greenery 
are  re-created  in  original  settings.  This 
year's  expo  theme  is  "Harmonious  Coex- 
istence of  Man  and  Nature."  Contact 
Japan  Ass(jciation  for  International  Garden 
&  Greenerv  Exposition:  Osaka  1990; 
32  E  Twin  21  MID  Tower:  2-1-61  Shiromi; 
Chuo-ku,  Osaka  540;  69-46-55-00;  fax, 
69-49-19-90. 

.kmc  26— ,kily  13:  Pacific  Music  Festi- 
val, Sapporo.  The  festix  al.  hrst  of  its  kind 
to  be  held  in  .lapan,  is  modeled  after  the 
Boston  S\Tnphony"s  Berkshire  Festival  at 
Tanglewood  at  Lenox,  Massachusetts. 
Artistic  directors  are  Leonard  Bernstein 
and  Michael  Tilson  Thomas.  There  will  be 
four  resident  orchestras:  the  London 
vSymphony  Orchestra,  the  Japan  Philhar- 
monic S\Tnphony  Orchestra,  the  Sapporo 
Symphony  Orchestra,  and  the  Pacific 
Music  Festival  Orchestra,  an  interna- 
tional student  ensemble.  Both  Western 
music  and  traditional  .lapanese  court 
music  will  be  featured,  as  well  as  jazz, 
electronic  works,  and  music  from  other 
Asian  cf)untries  and  Latin  America.  Con- 
tact .lapan  National  Tourist  Organization; 
Rockefeller  Plaza:  630  Fifth  Ave.;  New 
York.  NY  10111:  212-757-5640. 


SPORTS 

July  1-Aug.  31:  Cormorant  Fishing, 

Arashiyama  I^ark,  Kyoto.  Evening  demon- 
strations are  featured.  Contact  .Japan 
National  Tourist  Organization. 

FESTIVVLS 

April  1-30:  Miyako  Odori:  Cherry 
Blossom  Festival  Dances,  Kyoto.  Perfor- 
mances arc  at  the  Gion  Kobu  Kaburenjo 
Theater  Contact  Japan  National  Tourist 
Organization. 

May  15:  Imperial  Procession  to  Pay 
Homage  to  the  Deities  (Aoi  Matsuri), 
Kami-gamo  and  Shimo-gamo  Shrines, 
Kyoto.  Contact  Japan  National  Tourist 
Organization. 

EM  RS/ SHOWS 
Aug.  3-Nov.  4:  Journey  Exposition 
Nagasaki  1990,  Port  of  Nagasaki.  Ships 
and  water  travel  are  the  stars  of  this  event. 
Contact  Nagasaki  .lourney  Exposition 
Association,  8F;  4-1  Nagasaki  Shoko-Kai- 
kan:  Sakura-machi,  Nagasaki  850; 
958-282-386;  fax,  958-282-939. 


MACAU 


(Note:  For  infimjtation  on  all  events  con- 
tact Macau  Tourist  Information  Bureau; 
3113  Lake  Hollywood  Dr;  Box  I860:  Los 
Aniieles.  CA  90078;  213-851-3402;  fax, 
213-851-3684.) 

HIGHLIGHTS 

Oct.  20-28:  Macau  International 
Music  Festival.  The  Chamber  Orchestra 
of  China,  the  China  Broadcasting  Svtti- 
phony  Orchestra,  and  many  famous  clas- 
sical soloists  will  perform  at  this  fourth 
annual  international  event,  hailed  for  its 
exemplary  quality.  Concerts  take  place  in 
the  city  of  Macau  and  on  Taipa  Island. 

Nov  24—25:  37th  Annual  Macau 
(irand  Prix.  Usually  held  the  third  week- 
end of  November,  the  program  features 
motorcycle,  production  car,  and  formula 
car  racing  events. 

FESTIVVLS 
May  28:  I)ragf)n  Boat  Festival,  Bay  of 
Praia  Grande. 


Let  Lufthansa  take  you  to  the  place 
where  the  climate  keeps  getting  warmer. 
Eastern  Europe. 


Remember  the  Iron  Curtain?  Not  so  long  ago, 
Eastern  Europe  seemed  remote  and  uninviting 
to  travellers  from  the  West. 
Today,  of  course,  the  climate  has  improved  dra- 
matically. And  while  many  western  airlines  are 
just  now  beginning  to  open  up  routes  to  the 
East,  to  Lufthansa,  Eastern  Europe  is  already 
familiar  ground. 

In  fact,  no  other  airline  flies  to  more  countnes  in 
Eastern  Europe  than  Lufthansa.You  will  even  find 
Lufthansa  offices  throughout  Eastern  Europe, 
staffed  by  people  who  have  the  experience  to 
help  you  with  local  travel  arrangements,  hotels, 
rental  cars  and  more. 

As  western  travellers  rediscover  Eastern  Europe, 
no  wonder  so  many  take  the  airline  that  never  left. 


People  expect  the  world  of  us. 


Lufthansa 


Lufthansa  is  a  participanl  in  Ihe  mileage  programs  of  United,  Delta. 
USAir  and  Continental/Eastern  See  your  Travel  Agent  lor  details. 


The  cxximetitil 


After  all,  the  joke's  on  them.  A  Residence  Inn  room  is  50%  larger  tj 
an  ordinary  hotel  room.  Which  allows  us  to  offer  you  a  fiiQ  kitchen,  li' 


I 


sno 


L,  and,  in  most  cases,  a  cozy  fireplace  too.  And  all  of  this  for  the 
lingly  low  price  of  $65-$95*  a  night.  CaU  us  at  800-331-3131. 


People  who  travel  for 
a  living,  live  here. 
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NEW  ZEAUVND 


(Xotc:  For  infornuitiou  ou  all  (.-vents  con- 
tact Sciv  Zcalanil  Tourist  cmd 
I'ublicity  Office:  1()'M>()  W'ilshirc  Blvd.. 
Suite  1530 ■  Los  Anticlcs.  CA  '>()()24: 
213-4  7 7-SJ41:f(i.\.  213-4 73-5621 . ) 

HK.ULKiHTS 

Year-round:  l.SOth  Anniversary  of  New 
Zealand,  nationwide.  In  1840,  Maori 
chiefs  met  w  ith  representatives  ot  Queen 
N'ictoria  to  si^n  the  Treaty  of  Waitangi. 
which  j^avc  birth  to  New  Zealand.  More 
than  1.500  e\ents  are  planned.  inckidin)i 
a  visit  by  Her  Majesty  Queen  Elizabeth  II. 
a  \aricty  of  sports,  an  arts  festi\al.  and 
lots  more. 

May  2(y.  .New  Zeahmd  Plants 
Trees,  Coroniandel  Peninsula.  Rare, 
beautiful  trees  natixe  to  New  Zealand  will 
be  planted  nationwide  during  the  entire 
anniversary  celebration. 

SPORTS 

April  2,^-2'>:  First  World  Firefighters 
(ianies,  Auckland.  Firemen  from  aroimd 
the  world  compete  in  Olympic-type 
events,  and  in  sports  such  as  siolf.  ten- 
pin  bowling,  lawn  bowls,  Softball.  d:irts. 
rugby,  and  indoor  cricket. 

April  2S:  Fletcher  (Ihallenge  Mara- 
thon. Rotorua.  Runners  follow  a  scenic 
2f)-mile  course  around  Lake  Rotorua  in 
the  center  of  the  North  Island.  The  mara- 
thon's 26th  year  will  include  runners 
from  many  coiuitries.  The  current  record 
is  held  by  Kiw  i  natixe  Paul  Iiallingcr 

FKSTI\ALS 
Sept.  22— 2.S:  .Mexandra  Hlossom  Fes- 
tival, Alexandra,  lliiihlightinii  the  festi\al 
are  a  street  parade  of  flower-bcdcckcd 
floats  and  the  crowning  of  a  festi\al 
queen.  There  arc  also  garden  tours,  an  art 
exhibit,  river  rafting,  and  a  triathlon. 

K\IKS  SHOWS 

.hmc  14-17:  World  K.xpo/.\grieultiiral 
F^ield  Days.  Hamilton.  The  latest  agricul- 
tural and  horticultural  dc\elopmcnts  are 
exhibited,  w  ith  judgings  and  other  exents. 
including  a  nightly  banquet  of  New 
Zealand  cuisine 

Sept  5-lS:  l.'itli  World  Orchid  Confer- 
ence. Auckland.  Workshops,  seminars, 
and  displays  of  the  latest  orchid  breeds, 
hybrids,  colors,  ami  petal  formations 
comprise  the  conference  exents. 

OTHKR 

,Iuiie  2.V  .Mid-Winter  ( :hristnias  Party. 
Cathedral  Square,  Christcluirch.  (Christ- 
mas comes  twice  a  x'car  here  because 
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^FREQUENT- 
=TRAVELER= 


December  25  is  midsummer  and  nuicl 
too  warm  for  many  traditional  festix  itics 
Concerts,  dances,  and  traditional  holiday 
fun  arc  featured 


PHILIPPINES 


CI  LTI  R.VL 
April-May:  Concert  by  the  Waterfall, 
Hinulugang  Taktak  Waterfalls,  Antipolo. 
Concerts  and  dance  performances  by 
local  residents  are  offered  daily  during 
April  and  .May.  The  exent  began  in  1748, 
xvhcn  the  first  concert  celebrated  the 
coming  of  the  image  of  ( )ur  Lady  of  Peace 
and  ( iood  \oyage.  Antipolo  is  one  hour  by 
ear  from  .Manila.  C'ontact  Philippine  Con- 
xcntion  is:  \'isitors  Corporation;  556  Fifth 
Axe;  Nexv  ^brk,  NY  100.^6;  212-575-7915. 

OTHER 

.lune  12:  Independence  Day  Parade, 

Rizal  Park  Qui ri no  Crandstand,  Manila. 
Independence  Day  xxas  declared  June  12, 
1898.  Exents  include  a  xx  reath-laying  cer- 
emony at  the  monument  of  the  national 
hero,  .lose  Rizal,  an  adxocate  ot  peaceful 
reforms  against  the 
Spanish  rule.  This 
xvill  be  folloxxed  bx-  a 
gigantic  parade  w  itli 
President  Aquino  m 
attendance.  In  the 


afternoon,  free  concerts  are  teatured. 
(]ontact  Philippine  Conxeiition  iS:  \'isitors 
(Corporation 


SINGAPORE 


(Xotc:  For  itiforniation  on  all  events 
contact  Sini-apore  Tourist  I'loniotion 
Board:  590  Fifth  Ave..  12th  Floor: 
Seu'  York.  SY' 10036:  212-302-4S01: 
f(L\.  212-3(I2-4S01.) 

HKilH.ICHTS 

Year-round:  25th  .\nni\ersary  (Celebra- 
tions of  Independence,  throughout 
Singapore. 

,Iune  2-,^0:  Singapore  Festixal  of  .\rts. 
xarious  sites.  This  biennial  excnt  features 
international  music,  dance,  drama, 
mime,  opera,  and  experimental  art  torms. 

.luly  7— Aug.  12:  Singapore  ^'outh  Fes- 
tival. National  Stadium.  This  is  a  cultural 
and  sports  shoxvease  for  Singapore's 


youth,  \xith  a  wide  \ariety  of  perfor- 
mances and  competitions. 

Aug.  9:  National  Day.  A  public  holidax-. 
celebrating  the  25th  annixcrsary  of 
Singapore's  independence.  A  laxish 
parade,  mass,  folk  dances,  and  tircxxorks 
make  it  a  xery  imprcssixc  day. 

SPORTS 

.\pri]  2.^-29:  DHL  Singapore  Women's 
Open:  International  Tennis.  Kallang  Ten- 
nis (Centre.  Top  tennis  players  compete 
for  world  rankings  and  S78,0()()  in  prize 
money,  as  part  of  the  Cafe  Hag  World 
(Championship  Series. 

April  30- .May  6:  Epson  Singapore 
.Men  s  (irand  Pri.x:  Tennis.  Kallang  Tennis 
(Centre.  More  international-lexel  tennis 
and  S255,000  in  prize  money,  all  part  of 
the  Association  of  Tennis  Professionals 
World  Tour 

.May  26-27:  Singapore  International 
Dragon  Boat  Races.  .Marina  Pay  Beau- 
tifully decorated  dragon  boats  compete  in 
spirited  racing. 

Dec.  9:  Singapore  International  .Mara 
thon.  This  biennial  exent  attracts  5,00U 
runners  from  2''  countries. 

FESTI\.VLS 

April  26;  Hari  Raya  Fuasa.  This  public 
holiday  and  Muslim  festixal  marks  the 
end  of  the  month-long  fast  of  Ramadan. 

May  2()-.lune3:  .Mcrlion  Week.  .Marina 
Hay.  This  xxeek-long  carnix  al  offers  anuis- 
ingexcnts  on  both  land  and  sea.  including 
folk  dancing,  sports,  and  lots  of  xariedp 
contests. 

(  )ct  17  Deepaxali — Festixal  of  Lights. 
This  public  holidax'  and  Hindu  testix'al 
celebrates  the  triumph  of  light  oxer  dark- 
ness and  good  oxer  cx  il.  Prior  to  this  day, 
Little  India  (on  Serangoon  Road)  comes 
alixe  xvith  decoratixe  streetlights,  and 
local  shops  sell  saris  and  spices. 


SOUTH  KOREA 


(Xote:  For  in  fornuition  on  cdl  events  con- 
tact Korea  Xatiomd  Tourism  Corjwra- 
tion:  3435  Wilshire  Blvd.:  Los  Angeles, 
CA  90010:  213-3S2-3435.) 
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hk;hli(;iits 

April  25-27,  May  24-20:  ■'Moses"  Mir- 
acle" or  Parting*  of  the  Sea,  Chindo 
Island,  Pnn  inec  of  Chollaiiamdo.  This  is 
an  unusual  springtime  happening. 
Extremely  low  oeeaii  tides  rexeal  a  natu- 
ral liridge  about  1*4  miles  long  that  \  isi- 
tors  ean  walk  aeross.  Chindo  Island  is 
about  ,'^00  miles  southwest  of  Seoul  and  is 
most  easilv  reached  bv  train 


(:rLTi'R.VL 

•lune  6-10:  Tanoje  Festi\al.  Kangnimg, 
Kangwon  Pnn  inee.  Folk  dancing,  music, 
and  mask  dramas  are  featured  in  this 
east  coast  farming  comnuniity.  All  fes- 
ti\'ities  are  designed  to  encourage  a  boun- 
tiful har\est. 

.lune  7-10:  Andong  Folk  Festixal. 
Andong  near  Taegu.  lniprcssi\e  tolk 
dances  and  some  rather  unusual  group 
games  are  featured. 

\o\.  2—6:  Kaeehon  Art  Festival, 
(-hinju.  This  e\ent  is  devoted  to  local 
cultural  talent  and  also  features  competi- 
tions in  Chinese  pottery,  music,  drama, 
and  calligraphy. 


TAIWAN 


Cl  I.Tl  R.\L 
Ycar-roiuid:  Drama.  (Chinese  opera, 
and  concerts  are  featured  on  a  regular 
basis  at  the  National 
Theatre  and  Nation- 
al Concert  Hall  in 
the  Chiang  Kai-shek 
(Cultural  Center. 
( ;ontact  Chiang  Kai- 
shek  (Cultural  (Cen- 
ter; 21  (Jhung  Shan 
S.  Kd  :  Taipei.  Thea- 
ter, .SS6-2392-5(Wl: 
concerts  and  recit- 
als, SS6-2392-4'>54. 


OTHKR 

April  2*^^:  Landing  in  Taiwan.  The  1661 
anniversary  of  the  coming  of  Cheng 
Cheng  Kung  ( Ko.xinga),  the  Ming  dynasty 
loyalist,  is  recalled.  Contact  Taiwan  \'isi- 
tors  Association:  One  World  Trade 
Center,  Suite  7953:  New  York,  NY  10048; 
212-466-0691:  fax,  212-432-6436. 

Sept.  2S:  Confiieius"  Birthday  Obser- 
vance. Also  known  as  Teachers  Day:  this 
is  a  public  holiday.  Contact  Taiwan  \'isi- 
tors  Association. 

Oct.  10:  Double  Tenth  National  Day. 
Parades,  special  ceremonies.  Contact  Tai- 
wan N'isitors  Association. 


THAIUVND 


(Xotc:  For  intonnation  on  ctll  events 
listed  hcloiv  contact  f/(c  Touristn  Author- 
ity of  Tluiikind.  In  the  ecistern  hdl/o/the 
i'niteil  Stdtes.  contact  Touristn  Author- 
ity of  ThaiUnul  (TAT):  5  World  Trade 
Center.  Suite  2449:  Xeu:  York.  M' 10048: 
212-432-0433:  fax.  212-'J12-0920.  In  the 
western  ludf  ot  the  United  States,  contact 
TAT:  3440  ' Wilshire  Blvd..  Suite  1101; 
Los  Aniieles,  CA  90010:  213-382-2353: 
fax.  213-3S0-6476.) 

HIOHLICHTS 
Xo\  17-1«S:  Surin  Klephant  Roundup. 
Suriii.  This  is  a  rodeo-type  event  with  100 
trained  elephants.  The  amazing  animals 
perform  feats  such  as  a  tug-of-war  be- 
tween one  elephant  and  100  men — the 
men  lose  c\ery  \car  The  elephants  also 
demonstrate  their  pulling  skills  and 
parade  in  medieval  attire  as  if  going  to 
battle.  ( )thcr  performances  feature  col- 
orful folk  dances.  Surin  is  an  overnight 
train  trip  from  Piangkok.  Kcscrxations 
are  a  must. 

SPORTS 

Sept.  7-10:  Boat  Races,  Phichit.  Low- 
slung  wooden  boats  race  to  the  cheers  of 
spectators  along  the  Nan  Rixcr 

Sept.  15-16:  Thailand  International 
Swan-Boat  Races  "90,  Bangkok.  These 
races  are  on  the  C^hao  Phraya  Ri\er,  Thai- 
land's "River  of  Kings."  Boat  racing  is  very 
popular  in  Thailand,  cspccialh-  after  the 
rainy  season 

Nov  25:  Bangkok  .Marathon.  Piangkok. 
Thousands  ot  international  runners  com- 
pete along  a  route  that  passes  the  city's 
most  historic  palaces  and  tem|">)cs,  and 
twice  crosses  the  Chao  Phraya  Hi\cr  Both 
a  full  and  a  half  marathon  are  featured. 


FKSTIV.Vl.S 
May  12-13:  Rocket  Festival,  Yasothon 
Local  \  illages  create  colorful  fireworks 
and  rockets,  which  are  rtred  in  hopes  of 
ensuring  rain  for  the  coming  rice-plant 
ing  season.  Along  with  the  rockets,  there 
are  parades,  beauty  pageants,  stage 
shows,  and  folk  dancing. 

KM  RS/ SHOWS 

April  23-30:  Ready-to- Wear  Fair 
Bangkok.  This  is  the  country's  major 
showcase  for  contemporary  fashion  col- 
lections, including  beautiful  fabrics  and 
accessories. 

May  19-21:  Lychee  Fair,  Chiang  Rai. 
The  best  lychees  grow  in  this  area,  and  the 
fair  is  dexoted  to  the  harx'cst  season,  w  ith 
displays  of  other  agricidtural  products 
and  local  handicrafts  as  well.  A  Miss 
L\  chce  will  be  selected. 


OTHKR 

Aug    12:  Her  Majesty  the  Queen'j 
Birthday  Celebration,  nationwide.! 
Queen  Sirikit  is  honored  with  parades,] 
ceremonies,  and  many  special  e\ents 
This  is  a  public  holiday 

Nov.  2S-I)ee.  5:  Ri\er  Kwai  Bridge! 
Week,  Kanchanaburi.  This  famous  bridgej 
from  World  War  11  is  honored  with  a  light 
and-sound  program,  as  well  as  arcliac 
ological  and  historical  exhibits.  There  are 
also  rides  on  \  intage  trains. 

Dec  3:  Trooping  of  the  (Colours,  Bang- 
kok. Both  the  King  and  Queen  preside  at] 
this  event  held  in  the  Royal  Plaza,  near  the 
equestrian  statue  of  King  Chulalongkorn 
Members  of  the  elite  Royal  Cuards, 
resplendent  in  their  colorful  uniforms, 
swear  allegiance  to  the  King,  Queen,  and 
p;ist  members  of  the  Royal  Family  C 
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t  best  and  brightest  ideas  come  from  Hitachi.  Irrefutable  evidence:  The  VT-LC50A  VCR/LCD  Monitor  This  7.5-pound  giant 
tures  a  sharp  and  vivid  5-inch  liquid  crystal  display  monitor  Hi-Fi  VHS  recording  and  playback  capabilities.  A  3-way  power 
)ply  system.  And  best  of  all,  it  plays  standard  VHS  tapes.  All  this  means  the  VT-LC50A  is  the  equivalent  of  owning  your  very 
n  miniature  movie  theater  Hitachi  is  making  a  big  splash  in  a  number  of  odier  fields,  too. 

r  technological  prowess  is  brightening  the  lives  of  people  from  coast  to  coast.  j^TV.        ITVVC^  H  I 

'  Hitachi  Sales  Corp.  of  America  Phone:  (213)  537-8383  Hitachi  (HSC)  Canada,  Inc.  Phone  (416)  821-4545  Hitachi  Sales  Corp.  of  Hawaii,  Inc.  Phone;  (808)  835-3621 

Simulated  TV  picrure 
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BUSINESS 


IN  U.S.  HOTELS 


GETTING  THE  JOB  DONE 


'Y 


'( 111  can  take  an  executi\  e  aw  ay  trom 
his  ottice.  but  you  can  t  take  his 
ottice  away  from  him  and  expect  him  to 
work!"  says  Audrey  Bird,  president  of 
hiternational  Meeting  I'lanners  in  New 
York  City.  Bird  also  has  the  solution  to 
satisfying  business  travelers  on  the  run: 
■"You've  got  to  bring  their  oftices  to  them 
when  they  travel:  it's  that  simple!' 

The  mark  of  a  superior  hotel  is  one  that 
is  equipped  (and  willing)  to  accommo- 
date its  guests  every  need.  Not  long  ago. 
that  standard  was  measured  by  the  gen- 
eral comfort  of  the  rooms  and  the  pres- 
ence of  a  crackerjack  staff.  But  today, 
hotels  are  catering  to  a  crowd  that  needs 
even  more  than  on-the-minute  room 
serv  ice  and  stacks  of  tluffy  towels:  busi- 
ness travelers  need  and  want  all  the  help 
they  can  get  to  do  their  jobs  easily  and  efli- 
cientlv  With  this  in  mind,  hotels  are  now- 


luring  executives  with  more  sophisticated 
business  centers  to  satisfy  guests  profes- 
sional needs  as  well  as  their  fX.'rsonal  ones. 


THEIR  TIME  HAS  COME 


Bird  remembers  the  debut  of  business 
centers  in  hotels,  a  concept  the  Sonesta 
chain  incorporated  into  their  urban  prop- 
erties about  six  years  ago.  But  apparently 
they  were  ahead  of  the  game,  for  very  few 
businesspeople  traveled  with  their  own 
floppy  disks  tt)  use  in  the  hotels'  com- 
puters: indeed,  very  few  of  them  knew 
what  a  tloppy  disk  was.  Today,  a  standard 
service  at  the  large,  domestic  hotel 
chain's  premium  properties  is  the  avail- 
ability of  personal  computers  for  in-room 
use.  While  hotel  business  services  are 
hardly  inexpensive,  they  can  be  invalu- 
able for  someone  burdened  with  prepar- 
ing a  iast-niinute  speech  or  a  statistical 


analysis  during  a  lunch  break. 

When  Bird  looks  for  a  meeting  locatior 
m  w  hich  her  clients  can  concentrate  or 
the  job  at  hand,  she  runs  through  ar 
extensive  checklist  to  avoid  last-minute 
surprises:  adequate  electrical  outlets  tc 
operate  computers,  modems,  and  audio- 
visual equipment:  access  to  a  photocopiei 
and  fax  machine:  secretarial  support:  and 
the  opix)rtunity  to  install  direct  phone 
lines  are  among  her  top  priorities.  Each  ol 
the  following  sites  meets  those  criteria 
and  a  lot  more.  Need  sound-conditioning 
for  an  ultraprivate  tete-a-tete  or  the  abil- 
ity to  converse  with  a  foreign-speaking 
executive r  Read  on.  Here  is  a  breakdovvr 
( they're  listed  geographically  from  east  tc 
west)  of  some  oi  the  more  interesting 
services  available  from  leading  U.S 
hotel  groups. 


WALL  STREET  WATCH 


Hilton — New  York.  In  the  Wall  Stree 
Journal  Business  Center  on  the  premise! 
of  this  New  York  City  establishment,  th« 
stock-in-trade,  unsurprisingly,  is  accom 
modating  number  crinichers  from  fai 
away.  Keeping  guests  abreast  of  the  lates 
ups  and  downs  on  Wall  Street  is  accom 
plished  in  a  number  of  ways.  The  cente  - 
provides  the  Dow  Jones  News  Service  I; 
Dow  .lones  News  and  Retrieval,  and  th< 
Dow  {'hone.  It  also  offers  the  use  of  per 
sonal  computers  and  software  such  ai  ^ 
Lotus.  Multimate.  .Macwrite.  .MacPaint  tr 
and  Microsoft  Elxcel  to  help  make  sens<' 
of  it  all. 

Four  Seasons — Philadelphia.  Husi  - 
nesspeopie  visiting  the  eitv'  where  tht 
Declaration  of  Independence  was  signet 
w  ill  have  to  supply  their  own  quill  pens— 
this  place  is  strictly  high-tech.  There  art 
five  permanent,  fully  equipped  board 
rooms,  called  "boardroom  suites".'  vvhici 
are  located  on  guest  tloors  rather  than  in : 
public  area  and  are  designed  to  accom 
modate  conlidential  and  immediate  busi  T 
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When¥)u 
Care, 

ItShov\«. 


When  you  care,  your  hotels  are 
lonuments  to  comfort  and  luxury, 
bur  rooms  and  all  your  facilities  are 
/ell-appointed  and  distinctively 
esigned. 

And,  when  you  care,  your  cui- 
ine  is  nothing  less  than  memorable, 
verything  prepared  exceeds  your 
uests'  expectations. 

Finally,  when  you  care,  your  ser- 
ice  is  exceptional.  Always  attentive, 
bur  entire  staff  goes  out  of  its  way 
D  make  your  guests  feel  special  and, 
f  course,  right  at  home. 

That's  the  kind  of  care  that  goes 
ito  every  Doubletree  Hotel.  And  it 
lot  only  shows,  it  shines. 

For  reservations,  call  your  travel 
rofessional  or  l'800-528'0444. 


Albuquerque  »  Atlanta  •  Austin  ♦  Colorado  Springs  (Opens  1990)  ♦  Dallas(3)  ♦  Denver  ♦  Houston(3) 
Kansas  City  ♦  Los  Angeles  ♦  Ltiuisville  (The  Seelbach)  •  Miami  ♦  Monterey  ♦  Nashville  •  New  Orleans 
"^/^T  TDT  L,'  I  M  )  U  U  T  T/^  I  'I  'I  O  Orange  County  »  Palm  Springs  ♦  Pasadena  ♦  Phoenix  ♦  St.  Lxiuis  ♦  Salt  Lake  City  ♦  San  Diego  ♦  Santa  Clara 

JyjyJuLlll  KCC  OU  1  C/LO  Seattle(2)  . Tucson  ♦  Tulsa(2)  ♦  Vail  .  Ventura 

WHEN  YOU  CARE,  IT  SHOWS.  Or  stay  with  Compri  Hotels  hy  Doubletree,  another  fine  MetLife"  Company  Call  1-800-4-COMPRI. 
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Why  do  guests  come  to 
Hotel  Nikko  Hongkong  time  and 
again?  Perhaps  it  is  the  quiet  elegance 
of  our  rooms.  Or  the  soothing 
ambience  of  our  lounges. 
Maybe  they  are  impressed  with  the 
wide  range  of  fine  cuisine 
we  offer  Or  appreciate 
our  full-seruice  business  center. 
Possibly,  it's  the  breathtaking 

uiew  of  the  harbor 
Why  not  see  it  for  yourself? 


hotel  nikko  hongkong 

72  Mody  Road.  Tsimshalsui  East.  Kowlotin,  lli)n(^  Kong 
Telephone        1 1 1  Telex  31302  NIKHO  H\ 
Kav  :.|  13122 


:^  nikko  hotels  international 

For  reservations,  call  your  travel  agent, 
Japan  Airlines  office  or  Nikko  Hotels  International: 
Toll  free  in  U.S.  and  Canada 
1-800-NIKKO-US  (645-5687) 


ness  needs.  This  is  ideal  tor  a  situation 
where  a  few  members  of  a  group  need  to 
break  away  from  the  rest  for  private  con- 
sultation. When  the  time  comes  to  open 
up  the  discussion,  the  smaller  group  may 
summon  their  colleagues  down  in  the 
lobby  or  wherever  they  happen  to  be  via 
the  cellular  phones  always  close  at  hand. 


KEEPING  IT  QUIET 


Ramada  Renaissance  Techworld — 
Washington.  D.C.  If  the  name  of  this 
place  sounds  like  something  out  of  a  John 
Le  Carre  intrigue,  its  supposed  to.  Priva- 
cy for  the  businessperson  is  the  unspoken 
promise.  In  the  city's  largest  tiered  hotel 
auditorium  (296  seats),  classified  discus- 
sions are  welcome.  How's  this  for  novel- 
quality?  Sound-conditioning  and  acoustic 
sweeps  are  de  rigueur,  part  of  the  "sani- 
tizing" process  that  precedes  all  meetings 
where  government  classified  information 
is  discussed.  Commercial  companies  lay- 
ing out  their  latest  plans  for  products  or 
ser\'ices  "vulnerable  to  industrial  espio- 
nage',' are  invited  to  emerge  from  their 
underground  lairs  and  conduct  highly 
secure,  highly  productive  sessions  in  this 
new  facility. 

Marriott  Marquis — Atlanta.  The  E.xec- 
utive  Conference  Center  here  makes 
doing  last-minute  business  a  snap.  The 
staff  is  happy  to  mail  large  packages  or  get 
off  Federal  E.xprcss  envelopes  at  any  time. 
For  those  more  comfortable  in  their  own 
space,  however,  fax  machines,  IBM 
Selectric  typewriters,  VCRs,  and  laptop 
computers  may  be  accessed  for  in-room 
use  without  ever  having  to  get  out  of  bed 
(although  the  desktop  is  probably  advis- 
able for  use  with  the  heavier  machinery). 

Hyatt  Regency  Suites  on  Michigan 
Avenue — Chicago.  This  spring,  Hyatt 


opens  its  first  all-suite  hotel  in  the  Windy 
City.  Their  unique  tack  for  accommodat- 
ing businesspeople  is  to  provide  them 
with  a  direct  line  to  their  international 
associates — at  all  hours.  The  Interna- 
tional Services  program  operates  under 
the  premise  that  although  the  rest  of  the 
nation  may  be  fast  asleep,  there's  work  to 
be  done  in  conjunction  with  European 
and  Pacific  Rim  countries.  Here,  24-hour 
services  include  telex  facilities,  transla- 
tors, and  multilingual  services. 


STAYING  IN  TOUCH 


Inter-Continental — New  Orleans. 

Ultraconvenient  communications  services 
— cinching  the  deal  in  a  moment — are 
the  idea  here.  Pagers  available  for  rent  are 
invaluable  for  someone  with  an  off-site 
appointment  who  needs  to  keep  in  touch 
with  colleagues  at  their  itinerant  home 
base  back  at  the  hotel.  Another  rare  offer- 
ing is  the  availability  of  teleconferencing 
via  satellite,  which  may  be  received 
through  television  sets  in  a  single  location 
or  a  block  of  guestrooms  throughout  the 
property. 

\Vestin*s  (Century  Flaza — Los  Angeles. 

In  the  City  of  Angels,  the  most  valuable 
guardians  may  well  dwell  in  this  hotel. 
Each  concierge  here  is  cross-trained  in 
the  ser\'ices  available  through  the  busi- 
ness center  The  ease  with  which  he  or 
she  can  provide  extra  telephones,  have  a 
document  stamped  by  an  ever-present 
notary  public,  make  and  confirm  airline 
or  rental  car  arrangements  in-house,  or 
contact  a  sign  language  expert  on  staff  for 
a  quick  translation  is  the  type  of  superior 
treatment  that  allows  business  travelers 
to  concentrate  on  what  they're  there  for. 
There's  nothing  quite  like  getting  the  job 
done  in  style.  D 
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BECOME  A 
JAL  KIZUKi 
AND  GET  YOUR 
OWN  747. 


At  JAL,  we  don't  just  have  me- 
chanics. We  have  kizuki:  An  elite 
corps  of  engineers  who  are  assigned 
to  their  own 747s. 

Because  each  plane  is  worked 
on  by  one  kizuki  team,  each  kizuki  is 
obsessed  with  its  performance. 


Unique  to  the  business,  this  sys- 
tem has  helped  us  maintain  the  on- 
time  departure  record  year  after  year 

And  helped  us  maintain  a  very 
comfortable  relationship  with  our 
passengers. 


J4L-, 

Japan  Airlines 

A  WORLD  OF  DIFFERENCE 


e  Corporation 


MANAGEMENT  I 


A  KINDER,  GENTLER 
GENERATION  OF  EXECUTIVES? 


B-school  students  seem  more  socially  aware  than  today's  managers 


"No  Condo.  No  BMW.  No  MBA. " 

— A  current  bumper  sticker 

Today's  B-school  students  might  not 
go  as  far  as  this  in  their  rejection 
of  the  Decade  of  Greed.  But  top 
MBA  candidates  who  gathered  at  the  Uni- 
versity of  Washington  Mar.  29-31  for  the 
eighth  annual  Graduate  Business  Con- 
ference expressed  a  greater  concern  for 
social  issues  than  the  current  managers 
of  Corporate  America. 

BUSINESS  WEEK  asked  pollster  Louis 
Harris  &  Associates  to  conduct  parallel 
polls  of  the  Seattle  conference's  student 
delegates  and  of  executives  of  the 
BUSINESS  WEEK  Top  1000  to  compare 


their  views  of  business  and  society  (ta- 
ble). The  results  indicate  that  the  demise 
of  Drexel  Burnham  Lambert  Inc.,  com- 
bined with  massive  layoffs  on  Wall 
Street,  is  prompting  a  new  realism  on 
business  school  campuses. 

These  future  business  leaders  often 
hold  views  significantly  different  from 
the  generation  of  executives  now  in  pow- 
er at  major  corporations.  Some  897^  of 
the  MB.A.  students,  compared  with  697o  of 
the  executives,  said  that  corporations 
should  become  more  directly  involved  in 
solving  the  nation's  major  social  prob- 
lems. By  much  higher  proportions  than 
their  elders,  students  also  believe  that 


companies  should  provide  a  so-call 
mommy  track  for  female  executives  ai 
that  business  does  not  provide  worn- 
and  minorities  with  the  same  opportui 
ties  to  succeed  as  white  males. 
KNOW  THYSELF.  There  is  similar  div( 
gence  on  the  issue  of  America's  relatic 
ship  with  Japan,  the  topic  of  the  conff 
ence,  which  was  sponsored  by  Frito-L; 
Inc.  and  drew  students  from  30  top  U. 
business  schools.  Far  more  studen 
than  executives,  80%  vs.  52%,  belie 
that  American  business  is  unfairly  blai 
ing  Japan  for  its  difficulty  competing 
world  markets.  "Our  failure  to  unde 
stand  Japan  stems  from  our  failure 


BUSINESS  WEEK/ 
HARRIS  POLL 


A  BAD  RAP  FOR  JAPAN? 

■  Is  American  business  unfairly  blaming  Japan  for  its  failure  to  be- 
come competitive  in  the  global  economy,  or  not? 

Executives  Students 

Yes,  business  blaming  Japan  unfairly  52%  80% 

No,  business  not  blaming  Japan  unfairly  38%  18% 

Not  sure  10%  2% 

THY  BROTHER'S  KEEPER? 

■  She  . Id  corporations  become  more  directly  involved  in  solving  such 
social  ;  'oblems  as  substance  abuse,  homelessness,  health  care,  and 
educati      or  not? 

Executives  Students 

More  invo!    -J  in  solving  social  problems  69%  89% 

Not  more  in>.  -  ed  in  solving  social  problems  27%  8% 

Not  sure  4%  3% 


MAP  OUT  THE  MOMMY  TRACK? 

■  Should  corporations  provide  a  separate  ca- 
reer track  for  women  executives  to  v/ork  part- 
time  so  they  can  continue  to  pursue  a  profes- 
sional career  without  having  to  sacrifice  the 
rewards  of  motherhood,  or  not? 


Corporations  should  provide  separate  career 
track 

Corporations  should  not  provide  separate 
career  track 

Not  sure 


to 


Executives 


46% 


48% 

6% 


A  FAIR  SHAKE  FOR  EVERYONE? 

■  Do  women  and  minorities  have  the  same  opportunities  to 
American  business  as  white  males,  or  not? 

Executives 

Women  and  minorities  have  same 

opportunities  44% 

Women  and  minorities  do  not  have  some 

opportunities  51% 

Not  sure  5% 


adv 


TO  SCREEN  OR  m 

■  Should  corporat; 
drug  use,  or  not? 


TO  SCREEN? 

:i  routinely  test  new  employees  for  AIDS  and 


THE  BEST  PLACE  TO  START? 

■  Where  do  you  think  the  best  chance  for  a  successful  career  li 
a  large  corporation,  a  small  corporation,  or  setting  up  your  ow, 
ness?*  ^ 


Should  routinely  test 
Should  not  routinely  test 
Not  sure 


Executives 
59% 
29% 
12% 


Students 

32% 
57% 
11% 


Large  corporation 

Small  corporation 

Setting  up  your  own  business 

Not  sure 


Executives 

34% 
43% 
15% 
8% 
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'Stand  ourselves,"  insists  Branford 
s,  24,  from  Indiana  University. 
;h  global  concerns,  along  with  a 
er  commitment  to  quality-of-life  is- 
are  causing  many  to  broaden  their 
r  sights.  Jeffrey  D.  Farnath,  a  Uni- 
;y  of  Chicago  MBA  student,  was  not 
•ed  by  the  investment  bankers  he 
n  job  interviews.  They  "weren't  in- 
d  in  running  or  understanding  a 
ess,"  he  says,  "but  were  interested 
m  turning  deals.  It  got  me  thinking 
;  other  opportunities."  He  has  ac- 
d  a  strategic  planning  job  with 
Disney  Co. 

a  IT  ALONE.  In  Contrast  to  senior  ex- 
.'es,  many  of  this  year's  mbas  see 
er  chances  of  achieving  successful 
rs  by  creating  their  own  business- 
s  a  step  toward  that  goal,  they've 
d  away  from  Wall  Street  and  the 
corporation  to  pursue  jobs  in  con- 
g  and  at  smaller  companies.  "Big- 
any  experience  stifles  ideas,"  con- 
Michael  C.  Larsen,  27,  who  will 
late  this  spring  with  a  combined 
VIA  in  East  Asian  studies  from  the 
!rsity  of  Virginia's  Darden  School 
isiness.  "People  feel  more  freed-up 
mailer  company  or  a  small  division 
larger  company." 


This  attitude  has  not  been  lost  on  the 
corporate  recruiters  trying  to  hire  this 
year's  best  and  brightest.  "Even  the  big 
corporations  stress  their  entrepreneurial 
spirit  in  job  interviews,"  says  Dennis 
Valdez,  28,  who  will  help  NutraSweet 
Co.  open  a  Hong  Kong  office  this  fall 
after  he  receives  his  MBA  from  the  Kel- 
logg School  of  Management  at  North- 
western University. 


'People  feel  more  freed-up 
in  a  smaller  company 

or  a  small  division 
of  a  larger  company' 


When  they  entertain  the  idea  of  work- 
ing in  large  corporations,  MBA  students 
still  see  a  corporate  world  where  tradi- 
tion and  prejudice  are  likely  to  hinder 
opportunities  for  some  people  to  advance 
to  senior  positions  of  authority.  "It's 
easy  for  women  and  minorities  to  get 
starting  jobs,  but  all  the  vice-presidents 
are  white  males,"  says  Meredith  J.  Mo- 
moda,  24,  an  MBA  student  at  the  Ander- 


son School  of  Business  at  the  University 
of  California,  Los  Angeles.  Eve  Jel- 
strom,  34,  of  the  Kellogg  School,  says 
female  managers  at  some  companies 
where  she  interviewed  have  pulled  Her 
aside  and  confided  that  "there  are  no 
women  here  with  power." 

Says  James  E.  Deveau,  an  organizer 
of  the  first  conference  in  1983:  "They're 
not  all  carrying  Richard  the  Lion-Heart- 
ed  shields,  but  they're  more  interested  in 
quality-of-life  issues  than  ever  before." 
Columbia  University  delegates  ran  a 
workshop  on  social-responsibility  pro- 
grams. Students  from  the  University  of 
North  Carolina  got  local  restaurateurs 
to  donate  10%  of  their  revenues  for  a 
night  to  feed  the  homeless. 

All  in  all,  the  class  of  1990  seems  like- 
ly to  produce  a  generation  of  kinder, 
gentler  executives.  "We're  much  more 
realistic  in  our  expectations,"  insists  Lin- 
da S.  Pawson,  28,  of  the  University  of 
Washington.  "MBAs  are  real  people, 
too,"  says  Hobbs,  of  Indiana  University. 
"We're  not  bloodsuckers,  and  we're  not 
all  money-hungry." 

Sounds  like  fodder  for  another  bump- 
er sticker. 

By  Kevin  Gudridge  in  Seattle  and  John 
A.  Byrne  in  New  York 


IE  COLD,  HARD  WORLD 

>  read  you  some  statements  about 
:ho6ls  and  their  graduates.  For 
fell  me  if  you  agree  or  disagree. 


:hools  teach  their  students 
\  the  theory  of  manage- 
ot  much  about  what  it 
s  to  run  a  company 

Executives 
Students 

h  MBAs  tend  to  have  a 
ability  of  analyzing  the  es- 
corporate  finances  than 
hout  that  training 

Executives 
Students 

:hool  graduates  tend  to 
jlistic  expectations  about 
ley  will  get  ahead  in  their 

Executives 
Students 

mployees  with  MBAs  tend 
.5  loyalty  to  their  employers 
•p  a  lot  more  than  employ- 
it  the  degree 

Executives 
Students 


Agree  Disagree 


82% 
43% 


14% 
51% 


Not 

sure 


4% 
6% 


82% 
90% 


17% 
2% 


1% 
8% 


Even  if  merit  and  abilities  are  equal, 
people  with  MBAs  often  get  promot- 
ed faster  than  people  without  the 
degree 

Executives 
Students 

It  makes  sense  for  people  with  MBAs 
to  get  higher  salaries  than  people 
with  the  same  work  experience  but 
no  degree 

Executives 
Students 

Business  school  graduates  tend  to  be 
overbearing  and  abrasive  and  don't 
get  on  well  with  their  colleagues 

Executives 
Students 


Agree  Disagree 


68% 

75% 


27% 
10% 


M#t 

swr» 


15% 


36% 
69% 


61% 
27% 


1% 
4% 


21% 
8% 


74% 
84% 


5% 
8^ 
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90% 
65% 


7% 
27% 


3% 
8% 


71% 
46% 


22% 
34% 


7% 
20% 


*As  asked  of  executives:  "If  you  were  a  young  person  entering  buii- 
ness,  where  would  you  think  the  best  chance  for  a  successful  career 
lies — in  a  large  corporation,  a  small  corporation,  or  setting  up  your 

own  business?" 

Surveys  of  585  executives  drawn  from  the  BUSINESS  WEEK  Top  1000, 
and  of  83  MBA  students.  Executive  interviews  were  conducted  Mar. 
27-Apr.  6  and  student  interviews  Mar.  31  by  Louis  Harris  &  Asso- 
ciates for  BUSINESS  WEEK. 
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SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  the  U.S.  That  cable  was  manufactured  by  Siemens.  It  could  carry  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 


©  Siemens  Corporation  1990 


1990.  This  is  now 


The  digital  telephone  switch  Siemens  manufactures  today  can  handle  up  to  1,000,000 
calls  in  a  single  hour.  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10,000  Siemens  employees  who  work  at  50  U.S.  manufac- 
turing sites.  And  they're  only  part  of  the  35,000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  1000  T-1, 186  Wood  Avenue  South,  Iselin,  NJ  08830 


Automation      Automotive  Electronics      Electronic  Components      Energy      Graphic  Systems 
Information  Systems      Lighting  Systems      Medical  Systems      Power  Generation  Telecommunications 
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FOOD  I 


HOW  lONG  CAN  NABISCO 
KEEP  DOING  MORE  WITH  LESS? 


So  far,  slashing  expenses  hasn't  hit  market  share.  But  all  the  easy  cuts  have  been  made 


All  the  marketing  folks  at  Nabisco 
Brands  Inc.  wanted  was  a  little 
money— $75,000  to  $100,000  to 
test  three  potential  commercials  for 
Fleischmann's  Egg  Beaters,  the  compa- 
ny's egg  substitute.  Once  they  knew 
which  was  most  effective,  they'd  need 
another  $300,000  to  $400,000  to  produce 
a  finished  commercial. 

At  the  old  Nabisco,  getting  $500,000 
would  have  been  a  piece  of  cake.  But 
there's  a  new  Nabisco  now,  one  where 
the  motto  is  "Success  is  positive  cash 
flow."  So  at  this  meeting  in  mid-March, 
Chief  Executive  H.  John  Greeniaus 
(rhymes  with  tennis)  asked  his  lieuten- 
ants: "Why  can't  we  decide  which  is  the 
best?"  They  quickly  selected  one.  Then 
they  agreed  that  the 
"rough"  was  good 
enough  to  air.  It  de- 
buts on  Apr.  16, 
weeks  ahead  of  the 
original  plan. 
SALTY  SALES.  Since 
last  year's  history- 
making  leveraged 
buyout  of  RJR  Nabisco 
Inc.,  money  goes  fur- 
ther and  decisions  are 
often  faster  at  Na- 
bisco, RJR's  food  unit, 
based  in  East  Hano- 
ver, N.J.  A  lot  is  at 
stake.  During  1989 
and  1990  alone,  RJR 
must  pay  cash  inter- 
est of  $:J.3  billion  on 
its  $23.6  billion  debt 
load,  putting  demands 
for  cash  on  all  opera- 
tions— not  just  the 
profit-spewing  tobac- 
co company,  ^l^•an- 
while,  many  -ire 
watching  to  see  if 
buyout-inspired  m 
sures  will  destroy 
vibrant  consunu : 
franchise.  Any  mis- 
step will  be  noticed. 

So  far,  there  have 
been  no  real  stumbles. 
Living  with  leverage 
has  changed,  not  hurt, 


the  way  Nabisco  operates.  But  the  first 
year  was  the  easiest.  Now,  Greeniaus 
must  decide  how  and  where  to  grow 
within  his  budgetary  constraints.  He 
may  even  move  into  a  new  grocery  cate- 
gory: salty  snacks. 

He  starts  from  a  strong  position.  By 
trimming  employment,  penny-pinching 
on  expenses,  and  raising  prices,  Green- 
iaus boosted  cash  flow  to  $395  million 
last  year,  from  $129  million  in  1988  (ta- 
ble). Earnings  soared  417f  ,  to  $750  mil- 
lion, while  sales  rose  17< ,  to  $4.6  billion. 
Yet  Nabisco  has  kept  market  share  in 
most  products,  including  its  449'  in  cook- 
ies and  crackers.  It  has  launched  a  slew 
of  products,  including  three  new  brands: 
Suddenly  S'Mores,  a  microwaveable 
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NABISCO  HELD 
DOWN  EXPENSES... 

In  1989,  Nabisco  reduced  its  work  force 
to  32,500  from  33,500,  kept  capital 
spending  at  $250  million,  and  left  its  con- 
sumer marketing  budget  at  $465  million 

...TO  BOOST  RESULTS... 


OPERATING 
PROFITS 


CASH 
FLOW 


►  MILLIONS  OF  DOLURS 

...BUT  DIDN'T 
LOSE  GROUND 


Sales  during  the  year  rose 

7%,  to  $4.6 

billion,  and  the  company's 

products 

maintained  market  share: 

1988 

1989 

COOKIES 

44% 

44% 

CRACKERS 

55 

55 

MARGARINE 

26 

25 

MEXICAN  FOODS 

13 

13 

COLD  CEREALS 

5 

4 

HOT  CEREALS 

14 

15 

MUSTARD 

18 

19 

PET  SNACKS 

41 

39 

NEW  PRODUCTS  (U.S.) 

32 

38 

All  dollar  figures  restated  to  reflect  asset  sales 
DATA:  BW,  COMPANY  REPORTS 


cookie;  Baker's  Own,  premium  cookie 
and  Harvest  Crisps,  low-fat  cracke; 
"Nabisco  is  running  its  business  the  w 
it  always  did — very  well,"  says  the  he 
of  a  major  grocery  company. 

Nor  have  asset  sales  been  damagi; 
to  the  core  business.  Only  the  less  i 
portant  overseas  units  had  to  be  sold 
help  pay  off  a  bridge  loan  of  its  pare: 
and  that's  been  done.  For  the  momei 
Nabisco  will  keep  its  Latin  American  c 
erations,  because  economic  conditio 
there  have  deteriorated.  And  the  revi( 
Nabisco  launched  to  find  which  prodi 
lines  don't  fit  stategically  yield 
only  one  unit:  Milk-Bone  dog  biscui 
BUSINESS  WEEK  has  learned,  will  be  so 
It's  likely  to  fetch  about  $350  million. 

Now,  however, 
will  get  harder 
churn  out  cash.  F 
one  thing,  Nabis 
posted  a  good  1989  I 
cause  it  had  a  he 
start:  As  soon  as  R 
was  put  in  play  in  C 
tober,  1988,  Greenia 
began  planning  for 
LBO  environment. 

And  Nabisco  had 
lot  of  fat:  Under  f( 
mer  CEO  F.  Ross  Jol 
son,  RJR  managed 
earnings,  often  spei 
ing  unnecessarily 
keep  from  postii 
gains  too  strong 
sustain.  Even  in 
vertising — crucial 
consumer  products 
Greeniaus  was  able* 
pare  outlays  for  sui 
hefty  brands  as  I\ 
steak  sauce  and  R. 
crackers  without 
ing  share.  "Becai 
you  had  four  to  fi 
years  of  very  si| 
tained  marketii] 
spending,  you 
cut  back  and  nothif. 
will  happen,"  saj 
a  former  high-le« 
Nabisco  executiv 
Greeniaus  won't  s| 


iEtl 


MARKEl 


much  Nabisco  spent  on  ads  last 
though  he  concedes  the  total  fell 
y<:'  to  10%.  But,  he  counters,  total 
imer  promotion  spending  grew,  and 
y  spent  on  promotions  to  retailers 
3d  16%. 

w,  the  big  savings  seem  to  be  over. 
EO  Louis  V.  Gerstner  Jr.  says  that's 
—he  won't  ask  for  cuts  that  hurt 
jmpany.  "We  don't  expect,  or  want, 


Nabisco  to  keep  producing  growth  rates 
in  earnings  like  they  have  in  the  last  five 
quarters,"  he  states.  But  to  maintain  its 
high  profits,  Nabisco  must  grow  in  vol- 
ume. Greeniaus  has  promised  to  deliver 
a  W/<-  increase  in  income  this  year — 
along  with  volume  growth  in  virtually 
every  part  of  Nabisco's  business. 

That  will  be  a  stretch.  Overall,  growth 
in  the  food  industry  is  slow  because  the 


population  isn't  expanding  much,  people 
are  counting  calories,  and  meals  away 
from  home  are  becoming  more  frequent. 
Last  year,  Nabisco's  volume  grew  a 
meager  1%.  "It's  a  dilemma  every  food 
company  faces,"  Greeniaus  admits.  "The 
only  way  to  grow  is  to  take  business 
away  from  other  companies." 

Contrary  to  the  popular  conception 
that  buyouts  bleed  their  products, 


rHE  NIAN  WHO  BLEW  ROSS  JOHNSON'S  LBO  OUT  OF  THE  WATER 


going  to  make  you  rich,  Johnny! 
— Former  RJR  Nabisco  Chairman 
F.  Ross  Johnson,  October,  1988 

ohn  Greeniaus  couldn't  believe  his 
ears.  Johnson  was  just  about  to 
put  into  motion  a  plan  to  take  RJR 
isco  Inc.  private.  But  he,  the  chief 
:utive  of  Nabisco  Brands  Inc.  and 
ison's  heir  apparent,  wasn't  in  the 
3ut  group.  His  domain,  Nabisco, 
set  to  be  split  up  and  sold,  and 
get  stock  plus  a  golden  parachute 
th  $7  million. 

'ithin  days,  Greeniaus  sent  confi- 
tial  documents  to 
rles  E.  Huge],  the 
side  director  who 
ed  as  RJR's  chair- 
i,  suggesting  that 
ison's  offer  for  the 
pany  was  too  low. 
1  that,  and  subse- 
it  cooperation  with 
peting  bidders,  he 
ntually,  threw  the 
pany  to  Kohlberg 
vis  Roberts  &  Co. 
EEPER.  Greeniaus, 
may  be  chief  execu- 

of  the  company 
;  purveys  such 
sehold  names  as 
0,  Ritz,  A-1,  and 
y  Poupon  mustard. 

to  much  of  the 
ness  world,  he  is 
ivn — if  he's  known  at  all — as  the 
iowy  man  in  the  best-selling  Bar- 
ians  at  the  Gate  who  blew  apart 
ison's  buyout  plan, 
reeniaus  says  he  has  only  one  re- 
;  about  that:  "I  should  have  done 
e — because  the  race  was  close.  The 
;on  I  didn't  wasn't  lack  of  courage, 
vas  confusion."  In  the  auction  of 

with  Johnson's  hand-picked  direc- 

in  charge,  Greeniaus  didn't  know 
>  might  reveal  his  role  to  Johnson, 
only  knew  that  he  didn't  want  John- 
to  win.  That's  why,  he  now  says, 
also  mailed  the  confidential  num- 
i  to  two  other  RJR  directors.  Loyal- 
0  Johnson  wasn't  an  issue,  he  says: 


He  and  his  boss  were  never  friends. 

In  any  event,  Greeniaus  needn't  have 
worried  about  taking  the  gamble.  For 
KKR,  he  was  always  a  keeper,  and 
headhunters  say  that  his  excellent  rep- 
utation as  a  manager  would  win  him 
plenty  of  jobs.  One  says  his  beard  is 
his  biggest  detriment  in  the  stodgy 
food  industry. 

Extremely  competitive  by  nature, 
Greeniaus  compares  his  mental  atti- 
tude to  that  of  tennis  star  Jimmy  Con- 
nors: "I  have  no  interest  in  winning — I 
hate  to  lose.  I'll  do  anything  not  to 
lose."  That  intensity  shows  up  every- 


GREY  POUPON,  ANYONE?  GREENIAUS  SAYS:  "I'LL  DO  ANYTHING  NOT  TO  LOSE 


where.  Despite  Johnson's  deep  interest 
in  golf  and  Nabisco's  golf  sponsor- 
ships, for  example,  Greeniaus  won't 
play — because,  associates  say,  he  isn't 
good  at  it.  Tennis  is  more  his  sport. 
Most  of  the  time,  however,  he  can  be 
found  working — including  every  week- 
end. "This  is  fun  for  me,"  he  says. 

Like  most  driven  individuals,  the 
work  ethic  goes  back  to  his  childhood. 
A  native  of  Canada,  Greeniaus  is  the 
first-born  son  of  parents  of  German- 
Dutch  heritage.  They  were,  in  his 
words,  "very  demanding  parents  for 
whom  being  second  in  the  class  wasn't 
good  enough."  He  graduated  from 
McGill  University  in  Montreal,  then 


worked  in  Canada  at  Procter  &  Gam- 
ble, J.  Walter  Thompson,  and  PepsiCo 
before  hooking  up  with  Johnson,  who 
was  then  at  Standard  Brands.  He 
moved  to  Nabisco  when  Johnson 
merged  it  with  Standard  Brands. 

On  becoming  CEO  in  1987,  Greeniaus 
set  out  to  make  Nabisco  more  aggres- 
sive. His  strong  feelings  show  through 
in  the  mission  statement  he  recently 
drafted  for  Nabisco:  In  it,  productivity 
is  "relentlessly  pursued,"  performance 
assessment  is  "rigorous  and  tough- 
minded,"  and  "mediocre  performance 
is  not  acceptable." 

Greeniaus  appears  to 
live  up  to  his  own  de- 
mands. Louis  V. 
Gerstner  Jr.,  who  be- 
came RJR  Nabisco's  ceo 
a  year  ago,  says,  "he 
has  always  been  a  step 
ahead  of  me,  and  he  has 
always  delivered."  A 
previous  boss  calls  him 
"a  good  manager"  but 
says  Greeniaus  can  be 
"too  controlling." 
'BLUNT.'  Greeniaus  does 
not  lack  self-knowledge. 
"I  am  probably  regard- 
ed as  demanding,  I'm 
sure  I'm  seen  as  blunt, 
and  I  hope  I'm  seen 
as  fair.  I'm  probably 
seen  as  uncompromis- 
ing. That's  all  true."  He 
has  his  reasons,  believing  that  the  way 
to  win  in  the  food  business  is  to  "do 
1,000  things  1%  better." 

Greeniaus  is  surprised  by  one  as- 
pect of  the  RJR  buyout.  "I  had  the  na- 
ive expectation  that  once  the  early 
days  were  over,  we'd  all  go  back  and 
put  our  heads  down  and  not  worry 
about  being  a  public  company."  In- 
stead, he  says,  his  trips  to  rjr's  credi- 
tors have  been  even  more  time-consum- 
ing. But  the  people  who  report  to 
Greeniaus  aren't  complaining:  They've 
got  a  bit  more  autonomy  from  their 
impatient  boss. 

By  Judith  H.  Dobrzynski  in  East  Hano- 
ver, N.  J. 
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Excellence  is  Oui  Style 


At  the  office,  or  At  Hotel  Lotte 

There's  one  Common  link. 


More  and  more  businessmen  choose  our 
New  Wmg  for  its  uncompromising  luxury 
and  executive  services. 
Here,  they  enjoy  rooms  that  are  the  biggest 
on  average  in  town,  generously  sized  desks 
and  quick  access  to  a  fax,  copier  and  type- 
writer. 

From  express  check-in  at  our  Hospitality 
Lounge,  fnendly  assistance  and  a  smile  are 
never  far  away 

Count  on  more  pluses  like  unsurpassed 
downtown  location  that  adjoins  the  Lotte 
Department  Store  and  Asia's  largest  Duty 
Free  Shop. 

Enjoy  the  efficiency  and  comforts  of  your 
home  office  by  staying  with  the  best  in  Seoul. 
Suy  with  Hotel  Lotte. 
We  are  here  to  help  you  get  down  to  business. 

Member  in  Seoul,  Korea 


*    ^  ftfrCRRfoHbTELS* 


'  1484  modern  rooms  &  suites 
'  24  restaurants  &  bars 
'  Asia  s  most  iunurious  health  club 
•  Department  store  &  duty  tree  shop 

(L*  HOTEL  LOTTE 


SEOUL  KOREA 


Head  Office:  C  P  0  Box  3500  Seoul.  Korea  Phone  (02)  771-1 0,  Tlx,  LOHEHO  K23533/4/5,  Fax  SEOUL  752  3758. 
Cable  HOTELOnE  Overseas  Office:  New  York:  (201)  944-1 1 1 7  Toll  Free  800-22-LOnE,  L  A  (213)  540-7010 
Toll  Free  800-24-LOnE,  London:  (01)  323-3712/4  Tokyo:  (03)  564-1462,  Osaka  (06)  263-1071/2 
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Penny-wise  and  pension-foolish? 


fAcIm  COALS 


  S24.95 

In  today's  complex  environment  of  financial  maneuvering, 
pension  funds  play  a  key  role  in  corporate  finance.  Learn 
how  fund  assets  can  and  must  be  managed  to  support  your 
corporate  financial  goals  with  some  timely  reading  from 
McGraw-Hill. 

At  bookstores,  or  call  toll-free  1-800-2-MCGRAW. 
For  customer  service,  call  1-609-426-7600. 
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Greeniaus  contends  that  Nabisco  \11 
keep  investing.  "Market  share  is  rme 
important  now,"  he  says.  Nabisco's  ji- 
losophy:  tolerate  no  share  losses  td 
grow  where  cash  constraints  allow  it 
The  buyout  has  given  Nabisco  man 
ers  powerful  incentives  to  meet  biL 
market  share  and  other  goals.  Besi(S 
the  RJR  equity  many  were  allowed  - 
buy  cheaply,  there's  a  new  R-JR-w 
compensation  system.  At  Nabisco,  it  \ 
bonuses  to  targets  for  cash  flow  Cid 
net  income  (SO'/'f),  market  share  (lio 
and  discretionary  programs  such  a.-  s 
cific  product  launches  (20%).  Hefr 
there  were  no  cash- flow  goals  ami  m 
ket  share  usually  accounted  for  IK 
I5n  of  the  bonus.  The  new  system  a 
has  a  much  steeper  cliff:  Managers  w 
miss  a  target  by  as  little  as  10%' 
none  of  that  portion  of  the  bonus. 
NEW  REP.  Still,  Nabisco  products  en 
such  big  positions  that  new  products  \ 
have  to  figure  heavily  in  the  search 
market  share.  And  the  company  m 
take  care  not  to  cannibalize  exist: 
franchises.  In  cookies  and  cracke 
eight  core  brands — including  Ch 


Nabisco's  pliilosophy: 
Tolerate  no  share  losses 

and  grow  where 
cash  constraints  allow  it 


Ahoy!,  Ritz,  Premium,  and  Oreo — br 
in  75'7f  of  the  business,  and  they  m 
keep  growing  in  volume.  Last  year, 
but  Oreo  did  (while  the  basic  Oreo 
grow,  line  extensions,  such  as  Fuc 
Covered  Oreos,  didn't). 

Then,  too,  Nabisco  has  never  b« 
known  as  an  innovator.  As  Ellen  R.  M 
ram,  CEO  of  Nabisco's  cookie-and-cracl 
subsidiary,  tries  to  change  that  repu 
tion,  she's  lucky  that  her  chief  rival 
focused  elsewhere.  Keebler  Co.,  No.  2 
biscuits  with  a  n"<  share,  is  concenti 
ing  on  expanding  in  the  faster-grow. 
category  of  salted  snacks. 

But  the  jury  is  still  out  on  many  of ' 
products  introduced  last  fall.  Sudde 
S'Mores,  for  example,  is  supposed  to  i 
tate  the  marshmallow-and-chocoli 
treat  made  around  the  campfire.  M 
ram  claims  it's  achieving  a  1.5%  to  1. 
share  in  several  regions  and  will  soon  'j 
national.  But  skeptics  aren't  sure  peos 
want  to  put  a  cookie  in  a  microwa. 
"The  industry  is  watching  to  see  if 
an  idea,"  says  one  cookie  expert.  As 
Baker's  Own,  a  fruit-filled  cookie,  it 
pears  to  be  failing — and  won't  go  ii 
national  distribution.  Says  Marram: 
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MARKl 


30ends. 


Best  Ball 
jt  the  Best. 


Watch  the  Liberty  Mutual  Legends  of  Golf— 
Saturday,  April  21,2-4  pm  and  Sunday  April  22, 3-6  pm  E.T  on  NBC 


The  best  golfers  of  our  time  are 
teaming  up  again  for  another  excit- 
ing Liberty  Mutual  Legends  of  Golf 
tournament.  Don't  miss  LeeTrevino 
and  his  partner  Jim  Dent  take  on  teams 
like  Palmer  and  Barber,  Crampton  and 


Moody  and  other  great  names  of 
the  game.  As  always,  the  best  ball 
team  format  will  make  for  great 
skill  and  showmanship  that  only 
the  Legends  can  provide.  Its  great  golf, 
sreat  memories.  It's  the  Leeends. 


This  year's  toumament  charity  is  the  Special  Olympics. 


AMERICA  BELIEVES  IN 
LIBERTY  MUTUAL  INSURANCE 


LIBERTY 
MUTUAL, 

©  Liberty  Mutual  Insurance  Group/Boston 


Calling  all 
American 
businessmen: 

Mikhail 
Gorbachev 
is  coming 
to  see  you ! 


The  eyes  of  the  entire 
world  will  be  on  the  U.S. 
this  June  as  the  two 
most  powerful  men  on 
earth,  Mikhail 
Gorbachev  and  George 
Bush,  meet  to  discuss 
our  collective  futures. 
Gorbachev  will  be 
bringing  with  him  an 
invitation,  an  invitation 
for  all  of  you:  Come  and 
conquer  the  largest 
market  still  left  to  be 
conquered,  the  Soviet 
Union.  IZVESTIA,  the 
leading  newspaper  in 
the  USSR  with  a 
circulation  of  11  million 
copies,  can  help  you 
take  him  up  on  his  offer. 
^  We're  bringing  out  two 

TATI^^^I^  special  features  on  your 
*         ■  ■  country  to  coincide  with 


si 


will  you  be 
coming 

to  see  us? 


■ 
^ 


IZVESTIA'S  REPRESENTATIVE  IN  THE  U.S.A.: 

PUBLICITAS         -  WORLDWIDE  MEDIA  SPECIALISTS 
79  FIFTH  AVENUE  NEW  YORK,  NY  10003 
TEL.  (212)  242-6600  TLX  220933  •  FAX  (212)  924-8706 


the  summit  in  June  -  and 
introduce  our  readers  to 
the  >real<  America.  The  | 
themes?  Business, 
politics,  science,  tech- 
nology, medicine,  media, 
fashion,  culture,  enter-  ^ 
tainment,  sports.  The 
writers?  Only  America's 
best!  A  better  forum  for 
your  advertisement 
simply  doesn't  exist. 


Hi 


ISWESTIJA-BURDA  Service  und  Informatik,  Am  Kestendamm  2.  D-7600  Offenburg,  Tel.  0781/846154,  Tlx  752804,  Fax  0781/846173 
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have  to  put  more  filling  in  it." 
the  future,  there'll  be  more  kids' 
Is  at  Nabisco,  as  the  company  tries 
iplicate  the  success  of  its  Teddy 
ims,  the  No.  3  cookie  in  the  U.  S. 
im  also  sees  growth  in  distribution 
lels  other  than  groceries,  where 
>co  sells  90?J  of  its  biscuits.  With 

products  packed  as  single  serv- 

Nabisco  will  move  further  into 
,  mass-merchandise,  and  conve- 
g  stores.  Harold  J.  Lees,  senior 
resident  of  sales  at  Marram's  unit, 
;  that  a  new  computer  technology 
;co  has  developed  will  persuade 
rs  to  carry  more  Nabisco  goodies, 
xample,  it  may  demonstrate  how- 
displays  of  its  cookies  will  trans 
nto  profit  for  the  grocery. 

BUBBLE.  Elsewhere,  Nabisco  is 
g  to  turn  around  its  ready-to-eat 
Is  business  this  year.  Caught 
ut  an  oat  product  during  the  bran 
,  it  lost  share.  Now,  vows  William 
cKnight  Jr.,  president  of  Nabisco 
>  Co.:  "With  the  oat  bran  bubble 
d  us,  we'll  be  back."  Following  its 
success  in  children's  cereal — where 
;ddy  Graham  Breakfast  Bears  has 
red  a  1.2%  share — McKnight  also 

to  introduce  more  kids'  products. 


BaJ,er 


CLASSIC  COOKIE:  THE  OREO 
LINE  HAS  SLIPPED  A  BIT 


In  margarine,  McKnight  is  hoping  to 
gain  with  Fleischmann's  Extra  Light,  a 
lower-calorie  version  of  its  reduced-calo- 
rie Light  brand.  And  without  Milk-Bone, 
he  will  soon  have  one  less  worry.  Na- 


bisco is  finally  conceding  that  al- 
though it  is  No.  1  in  "pet  snacks,"  it's 
really  No.  8  in  "pet  foods"  and  can't 
compete  with  market  leaders. 

Outsiders,  while  generally  praising 
Nabisco's  plans,  wonder  if  it  can  exe- 
cute them  under  RJR's  new  profitability 
standards.  Greeniaus  says  it  can.  He 
plans  to  increase  spending  on  advertis- 
ing and  other  marketing  promotions  this 
year.  The  research  and  capital  budgets 
are  also  set  to  rise,  by  5%  and  10%, 
respectively.  Next  year  he'll  break 
ground  on  a  new  bakery,  which  was 
postponed  after  the  LBO. 

Beyond  that,  Greeniaus  is  grappling 
with  a  major  strategy  decision.  "We've 
debated  going  into  snacks,"  he  says.  He 
sees  two  choices:  either  attack  Keebler 
in  cookies  and  crackers,  by  lowering 
prices  to  gain  share,  or  follow  Keebler 
around  the  aisle.  "We'll  decide  to  do  one 
of  those  in  the  next  six  months,"  he 
says.  It  will  be  a  tough  choice.  As  he 
moves  into  the  second  and  third  years  of 
life  under  an  LBO,  Greeniaus  is  likely  to 
find  that  the  other  decisions  ahead,  too, 
will  be  a  lot  more  difficult  than  choosing 
an  Egg  Beaters  commercial. 

By  Judith  H.  Dobrzynski  iv  East  Hano- 
rer.  X.  J. 


etthe  McGraw-Hill  Bookstore  Recharge  Your  Career 


MPETING  AGAINST  TIME:  How  Time-Based 
^petition  Is  Reshaping  Global  Markets 

George  Stalk.  Jr.,  and  Thomas  M.  Hout 
;nionstrate[s]  conclusively  that  organizations  must  adopt 
-cycle  methodologies  or  succumb  to  those  that  do." 
'rederick  W.  Smith,  CEO,  Federal  Express  Corp. 
pp..  $24.95 

CIAL  MARKETING 

ategies  for  Changing  Public  Behavior 

Philip  Kotler  and  Eduardo  L.  Roberto 
,  hard-hitting  analyses  of  AIDS,  antismoking,  and  other 
ipaigns,  two  experts  show  how  organizations  can  further 
ial  change  and  optimize  their  social  marketing  resources. 

pp..  $29-95 

^TZBERG  ON  MANAGEMENT 

ide  Our  Strange  World  of  Organizations 

Henry  Mintzberg 

;tom-up  management  strategies  and  a  gestalt  of  organiza- 
lal  theory  from  the  author  of  the  best-selling  The  Namre 
Managerial  Work.  4IS  pp  .  $24.95 

I  LEADERSHIP    By  John  W  Gardner 
.sential  for  every  bookshelf.  On  Leadership  should  be 
uired  reading  now — and  be  reread  about  once  a  year'" 
A'alter  F.  Ulmer,  Jr.,  President,  Center  for  Creative 
idership  220  pp..  $19.95 

INVENTING  THE  FACTORY 

iductivity  Breakthroughs  in  Manufacturing  Today 

Roy  L.  Harmon  and  Leroy  D.  Peterson 
le  simplicity,  low  cost  and  competitive  leverage  of  |these] 
ctical  recomrriendations  leave  you  wondering  why  you 
n't  do  these  things  years  ago." — Vaughn  Beals,  Chairman, 
rley-Davidson.  Inc.  303  pp..  $35.00 
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::nvironment 


THE  GREENING  OF 
CORPORATE  AMERICA 

'SOMETIMES  YOU  FIND  THAT  THE  PUBLIC  HAS  SPOKEN,  AND  YOU  GET  ON  WITH  11 


Gasoline  was  starting  to  look  like 
an  endangered  fuel.  California 
regulators  were  ready  last  year 
to  mandate  methanol-powered  cars  as 
part  of  a  sweeping  program  to  get  the 
smog  out  of  Los  Angeles.  In  Washing- 
ton, methanol,  which  burns  cleaner  than 
gasoline,  was  a  centerpiece  of  President 
Bush's  clean-air  bill.  So  Atlantic  Rich- 
field Co.,  the  biggest  gas  retailer  in 
Southern  California,  mounted  what 
Chairman  Lodwrick  M.  Cook  calls  "a 
preemptive  strike."  He  dusted  off  an  old 
proposal  from  his  researchers  and  threw 
ARCO  into   a  crash   program.   In  six 


months,  it  rolled  out  EC-1,  a  less-pollut- 
ing substitute  for  leaded  gas.  Used  as  a 
weapon  in  this  year's  lobbying  in  Wash- 
ington, EC-1  helped  put  methanol  on 
hold  and  buy  time  for  the  oil  industry  to 
adjust  to  tougher  pollution  standards. 
Now,  to  keep  gasoline  the  fuel  of  choice, 
ARCO  will  invest  up  to  $300  million  over 
the  next  five  years  to  bring  out  a  clean- 
er version  of  unleaded. 

Such  hair-trigger  reactions  are  crop- 
ping up  across  Corporate  America.  On 
Apr.  22,  perhaps  100  million  people 
worldwide  will  celebrate  the  20th  anni- 
versary of  Earth  Day,  kicking  off  what 


many  are  calling  the  Decade  of  the  Er 
ronment.  Twenty  years  ago,  corpori 
leaders  had  to  be  dragged  into  pollut 
control.  Today,  a  minority  are  taking 
the  cause  of  pollution  prevention, 
good  reasons. 
ISSUE  NO.  1.  The  garbage  crisis,  the  ] 
xon  Valdez,  acid  rain,  the  disappear! 
ozone  layer,  and  the  threat  of  glo 
warming  are  hazards  that  no  one 
ignore.  Public  alarm  over  each  new  ( 
covery  or  accident  is  sending  industr 
blunt  message:  Clean  up,  or  else.  M 
santo  Co.  Chairman  Richard  J.  Mahor 
describes  the  mind-set  that  is  taki 


WHY  COMPANIES  ARE  CLEANING  UP... 


PUBLIC  OPINION  Three  quar 
ters  of  Americans  say  business 
needs  to  clean  up,  but  only  36% 
think  industry  is  doing  its  job 

NEW  LAWS  AND  REGULATIONS 

The  pending  Clean  Air  Act  will 
impose  higher  air  pollution  and 
acid-rain  emissions  standaj'ds 
that  eventually  will  cost  industry 
$21  billion  annually 


DOW  IS  RELOCATING  THE  ENTIRE  TOWN  OF  MORRISONVILLE,  LA.,  AWAY  FROM  ITS  NEARBY  CHEMICAL  P 


ANGRY  NEIGHBOR  OF  CONOCO'S 
REFINERY  IN  PONCA  CITY,  OKLA. 


RISING  LIABILITY  Crimmal  tmes 
for  polluters  who  violated  federal 
laws  increased  80%  last  year.  In 
Los  Angeles  County,  a  dozen  ex- 
ecutives have  gone  to  jail 

PREVENTION  PAYS  Eliminating 
toxic  wastes  and  air  emissions 


can  save  money  m  resources, 
waste  disposal,  and  energy.  It 
may  also  avoid  future  liabilities 

NEW  BUSINESS  The  $100  billion 
market  for  pollution  control  and 
cleanup  is  growing  more  than 
10%  a  year  as  demand  rises  for 


pollution  control  and  clea 
toxic  processes,  technolcl,,,, 

and  products 

111 

CREDIBILITY  High  marks  f^^^ 
vironmental  performance 
points  with  the  public,  la\  (fp 
ers,  and  regulators 
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It  is  pointless  to  resist  cleaning  up 
longer,  he  says,  though  the  costs 
igh  and  some  of  the  benefits  inar- 
,  "Sometimes  you  find  that  the  pub- 
,s  spoken,  and  you  get  on  with  it." 
leed,  halting  pollution  is  now  a 
of  enlightened  self-interest.  "Envi- 
ental  problems  and  government's 
ncy  to  check  them  are  rapidly  be- 
ig  the  most  significant  force  shap- 
he  economy,"  says  Michael  Silver- 

an  economist  and  author  of  The 
ronmental  Factor:  Its  Impact  on 
\ture  of  the  World  Economy  and 
■  bivestments.  Tough  new  laws, 
ed-up  enforcement,  and  a  roaring 
-roots  environmental  movement  are 
ng  business  with  record  numbers  of 
lits  and  fines.  George  A.  Pilko, 
lent  of  the  environmental  consult- 
irm  Pilko  &  Associates,  estimates 
to  clean  up  past  pollution  will  cost 
billion,  most  of  which  will  be  passed 

consumers.  "A  few  dollars  of  pre- 
3n  now  can  save  hundreds  of  dol- 
>f  correction  later,"  says  C.  Michael 
itrong,  an  IBM  senior  vice-president, 
it  lesson  is  sinking  in.  At  the  annu- 
eeting  in  February  of  the  World 
amic  Forum,  650  industry  and  gov- 


ernment  leaders 
ranked  the  environ- 
ment as  the  No.  1 
challenge  facing 
business.  "We  now 
have  to  consider  the 
impact  on  the  envi- 
ronment in  almost 
everything  we  do," 
says  William  F.  Fow- 
ble,  group  vice-presi- 
dent for  photograph- 
ic operations  at 
Eastman  Kodak  Co. 
That  is  shaping  deci- 
sions involving  man- 
ufacturing, research, 
marketing,  product 
planning,  the  use  of 
energy  and  materi- 
als— even  public  relations.  Dozens  of 
new  products  have  been  timed  to  pre- 
cede Earth  Day.  Annual  reports  and  ads 
trumpet  corporate  efforts  to  clean  up. 
Then  there  are  the  good  deeds.  In  Hous- 
ton, in  April,  some  400  Texaco  volun- 
teers fanned  out  to  plant  133  trees. 

On  the  more  substantive  side,  at  least 
37  giants,  including  Monsanto,  Du  Pont, 
Westinghouse,  Allied-Signal,  Procter  & 


■K  Y  1995,  40%  OF 

ALL  PAPER 
PRODUCED  COULD 
BE  RECYCLED 


Gamble,  Texaco, 
Merck,  IBM,  and 
AT&T,  have  launched 
environmental  initia- 
tives in  the  past  few 
months.  Senior  man- 
agers have  set  ambi- 
tious goals  for  elimi- 
nating wastes  and 
toxic-air  emissions 
and  have  earmarked 
millions  to  clean  up 
contaminated  soil 
and  water.  By  1993, 
for  example,  IBM 
says  it  will  stop  us- 
ing chlorofluoro- 
carbons,  or  CFCs,  the 
chemicals  that  de- 
stroy the  ozone  lay- 
er. Du  Pont  promises  to  slash  air  emis- 
sions 607f  by  1993,  to  cut  toxic  wastes 
357<  by  the  year  2000,  and  to  invest  up  to 
$1  billion  to  develop  less  damaging  CFC 
substitutes.  P&G  is  moving  to  less  waste- 
ful packaging  (page  101).  The  World 
Trade  Center,  New  York  City's  tallest 
skyscraper,  has  just  started  a  recycling 
program  that  will  recover  22.5  tons  of 
paper  a  day.  And  last  month,  the  Ameri- 


...AND  HOW  THEY'RE  GOING  ABOUT  IT 


3  years,  has  slashed  its 
le-depleting  chlorotlu- 
;  (CFCs)  by  31%.  Has 
ts  Bergen  (Norway) 
mter  to  climate  study 

LECTRIC  Evaluating 
ssed  on  environmental 
zesting  up  to  $200  mil- 
ronmental  projects  in 


tinning  programs.  Created  a  new 
division  for  the  environment, 
health,  and  safety,  whose  head 
reports  to  the  CEO 

UNION  CARBIDE  From  1990  to 
1994  will  spend  $310  million  a 
year  on  the  environment,  includ- 
ing a  new  plastics-recycling  ven- 
ture. Recycles  or  reuses  50%  of 
its  hazardous  solid  wastes 


DU  PONT  AND  WASTE  MANAGEMENT  HAVE  JOINED  HANDS  TO  RECYCLE 


ATE  RESEARCH 
SERGEN,  NORWAY 

kVill  reduce  air  emis- 
)%  by  1993  and  toxic 
yc  by  the  year  2000. 
It  CFCs  and  develop- 
"native 


KODAK  Will  recycle  its  dispos- 
able cameras.  Spending  $100  mil- 
lion to  replace  or  upgrade  1,000 
chemical-storage  tanks  and  sol- 
vent-carrying pipes  and  $46  inil- 
lion  to  slash  methylene  chloride 
emissions  70%.  by  1995 

MONSANTO  By  1992,  will  reduce 
toxic  air  emissions  90%  from 
1988  levels.  Will  spend  $600  mil- 


lion on  environmental  programs 
in  the  next  two  years 

NEW  ENGLAND  ELECTRIC  Will  in 

vest  $420  million  in  energy  con- 
servation over  the  next  six  years, 
enough  to  meet  31%  of  new  de- 
mand by  2008 

TEXACO  Has  estabUshed  a  $792 
million  financial  reserve  for  con- 


BOSTON'S  DOG  TRACK  HAS 
ENERGY-SAVING  LIGHTS 
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can  Paper  Institute  said  40''^  of  all  paper 
produced  in  1995  will  be  recycled,  up 
from  20%  in  1988. 

Part  of  the  draw,  of  course,  is  the 
lucrative  potential  in  cleanups  for  cut- 
ting costs  or  for  starting  new  ventures. 
Allied-Signal,  Du  Pont,  Rhone-Poulenc, 
and  Westinghouse  have  launched  envi- 
ronmental businesses,  largely  for  haz- 
ardous-waste cleanup.  Dozens  of  small 
companies  are  hawking  new  products 
and  technologies,  from  CFC-free  aerosol 
devices  to  bricks  made  of  sludge.  "Envi- 
ronmental concerns  will  create  a  new 
generation  of  business  opportunities," 
says  Maurice  Strong,  president  of  Stro- 
vest  Holdings  Inc.  and  head  of  the  1992 
U.  N.  Conference  on  the  Environment. 

Whether  they  see  burdens  or  opportu- 


nities, companies  are  working  overtime 
to  instill  environmental  concerns  into 
their  cultures.  The  executives  who  over- 
see environmental  compliance  are  rising 
in  the  management  pecking  order,  with 
more  reporting  directly  to  the  CEO.  Envi- 
ronmental expertise — and  attitude — is 
gaining  a  spot  on  the  headhunter's 
checklist,  says  Pilko.  And  business 
schools  have  noted  the  change.  Last  fall, 
Boston  University  became  the  first  to 
offer  a  course  in  environmental  manage- 
ment, developed  with  corporations  and 
an  environmental  group. 
RAW  NERVES.  In  short,  an  abrupt  about- 
face  has  begun.  A  decade  ago,  Ronald 
Reagan  blamed  trees  for  fouling  the  air 
and  emasculated  the  Environmental  Pro- 
tection Agency.  Taking  their  lead  from 


that,  most  companies  during  the  198 
concentrated  on  minimally  meeting  p 
lution  controls.  They  fought  strict 
standards,  resisted  cleanups,  and  stoi 
walled  environmentalists.  Accidents  su 
as  the  one  that  killed  2,300  people 
Union  Carbide  Corp.'s  plant  at  Bhop 
India,  drove  corporate  credibility  on  t 
environment  to  an  all-time  low  by  t 
time  George  Bush  took  over. 

Campaigning  during  the  heat  wa 
and  drought  of  1988,  the  President  hit 
nerve  with  his  promise  to  be  an  advocj 
for  the  environment.  A  raw  nerve, 
turns  out.  Even  skeptics  were  sober 
by  the  public  wrath  showered  on  Exx 
Corp.  over  the  Valdez.  Recent  polls 
Roper  Organization  Inc.  show  that  ft 
of  Americans  call  pollution  a  very  se 


THE  OIL  INDUSTRY  RACES  TO  REFINE  ITS  IMAGE 


In  Kenova,  Va.,  lawsuits  and  federal 
scrutiny  have  helped  force  Ashland 
Oil  Inc.  to  shut  part  of  its  local 
refinery.  In  Highlands,  Tex.,  near 
Houston,  a  state  court  has  ordered  Ex- 
xon Corp.  and  a  dump  operator  to  pay 
three  women  a  total  of  $934,500  for 
putting  hazardous  waste  in  an  unap- 
proved disposal  site  near  their  homes. 
In  Torrance,  Calif.,  Mobil  Oil  Corp.  had 
to  wage  a  $650,000  campaign  in  Febru- 
ary to  defeat  a  referendum  that  would 
have  banned  its  local  refinery  from  us- 
ing hydrogen  fluoride,  a  deadly  chemi- 
cal that  boosts  octane  in  gasoline. 

Across  America,  Big  Oil  is  under  at- 
tack. Last  year  alone,  five  top  produc- 
ers took  $3  billion  in  special  charges — 
equal  to  36%  of  their  total  profits — to 
pay  for  environmental  problems 
(chart).  Meanwhile,  state  and  federal 
regulators  are  cracking  down  on  pol- 
luting drillers  and  transporters  and 
making  refiners  clean  up  hundreds  of 
toxic  waste  sites.  The  pending  federal 
Clean  Air  Act  would  force  companies 
to  cut  toxic  emissions  from  refineries 
by  as  much  as  90%  and  make  them 
develop  new,  cleaner-burning  fuels  for 
smog-choked  urban  areas.  All  this 
"could  change  the  way  we  handle 
crude  from  the  ground  up,"  says  Bar- 
bara Price-Thurman,  environmental 
manager  at  Phillips  Petroleum  Co. 
FEWER  HANDS.  In  many  ways,  the  in- 
dustry has  oiily  itself  to  blame.  As  the 
Reagan  Administration  eased  up  on 
pollution  control,  so  did  oil  producers, 
often  by  cutting  staff.  There  were  only 
28  major  tanker  spills  last  year,  down 
from  67  in  1986.  But  with  fewer  hands 
to  limit  the  damage,  20%  more  oil 
leaked  into  the  water — not  counting 


the  Exxon  Valdez.  Stricter  liability 
laws  are  raising  the  tab  for  these 
spills.  The  Valdez  lost  only  16%  as 
much  oil  as  Amoco  Corp.'s  Cadiz 
dumped  off  the  coast  of  France  in 
1978.  But  at  $2  billion  so  far,  it  has  cost 
17  times  more  to  clean  up. 

There's  even  more  trouble  "down- 
stream"— at  the  refineries.  In  the  past 
decade,  oil  producers  spent  billions  on 
equipment  to  process  low-grade  crude. 
But  elsewhere,  they  scrimped.  Laws 
didn't  cover  toxic  air  emissions  or 
dump  sites.  So,  says  Margaret  P.  Mur- 
phy, a  New  York  attorney  who  special- 
izes in  environmental  law,  the  compa- 
nies "only  did  what  they  had  to  do." 


That  created  a  time  bomb.  When  fee 
eral  laws  began  requiring  companies  t 
report  emissions  in  1987,  environments 
groups  such  as  the  National  Resource 
Defense  Council  tapped  the  data  t 
push  for  change.  They  also  zeroed  i 
on  the  rash  of  plant  disasters,  warninj 
of  another  Bhopal.  Phillips  argues  tha 
explosions  such  as  the  one  that  killei 
27  workers  at  its  Pasadena  (Tex.)  plas  Eg 
tics  plant  last  October  are  mainly  i  m 
safety  problem.  But  "people  aren'  R 
buying  it,"  says  Thomas  C.  Ryan,  ai 
industry  consultant.  "When  windows 
shatter  or  people  are  being  pelted  b; 
toxic  emissions,  they  see  it  as  an  [envi  k 
ronmental]  problem." 


TRAGEDY  IN  TEXAS: 
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hreat  to  their  health  and  the  envi- 
mt,  up  from  44%  in  1984.  Some  75% 
usiness  should  handle  the  cleanup, 
nly  36%  think  it  is  doing  well.  That, 

Roper  Vice-President  Thomas 
•,  implies  hearty  support  for  laws 
)ring  polluters  to  task. 
?  result  is  this  year's  Clean  Air  Act, 

could  be  ready  for  the  President 
^n  by  this  fall.  Its  strict  new  con- 
on  air  pollution  and  acid-rain  emis- 

will  cost  U.  S.  companies  an  esti- 
1  $21  billion  annually  by  the  turn  of 
entury.  But  it's  a  series  of  chal- 
s  outside  that  law  that  worry  busi- 
;he  most.  With  Bush  and  the  voters 
ard,  states  and  the  federal  govern- 

have  become  zealous  enforcers. 
;pa's  budget  for  catching  polluters 
to  $343  million  last  year  from  $85 
n  in  1984.  The  EPA  is  focusing  on 


lat  leads  to  suits,  which  the  compa- 
are  trying  to  prevent  by  overhaul- 
their  environmental  departments. 

October,  Texaco  Inc.  put  all  its 
ronmental  functions  under  one  se- 

executive,  who  reports  to  Chief 
;utive  James  W.  Kinnear,  and  set 
,  new  board  committee  to  monitor 
ronmental  issues.  It  has  launched  a 
;e-reduction  program  at  major  fa- 
Bs.  And  it  frequently  audits  even 
il  operations,  looking  for  tank  or 
line  leaks.  Chevron  Corp.  grades 
agers  partly  on  meeting  environ- 
tal  goals.  "We  have  to  integrate 
ronmental  concerns"  into  the  busi- 
,  says  James  N.  Sullivan,  Chev- 
>  former  environmental  officer  and 

vice-chairman. 

;her  companies  are  acting,  too.  On 
10  Conoco  Inc.  said  it  will  buy 


9  OIL'S  BIG  BILLS 

nost  major  oil  companies  took 
te-downs  for  properties  they  can't 
:ause  of  environmental  concerns, 
jserves  for  future  cleanups 

Environmental  write-downs 
)me*     OS  a  shore  of  net  income' 
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)N 


26.8% 


6.6% 


UON 


ION 


64% 


32% 


58.5% 


LION 

PERCENT  ►  'AFTER  TAXES  AND  BEFORE  SPECIAL  ITEMS 

lERGY  PERFORMANCE  REVIEW,  COMPANY  REPORTS,  BW 


two  key  federal  pollution  laws:  the  Su- 
perfund  law  (CERCLA),  a  complex  set  of 
provisions  that  manage  the  cleanup  of 
contaminated  sites;  and  rcra,  which 
governs  the  handling  and  disposal  of 
hazardous  wastes. 

Criminal  prosecutions  are  rising,  too. 
Indictments  and  convictions  for  violating 
federal  laws  nearly  doubled  last  year. 
The  Justice  Dept. 
says  some  37  years 
of  prison  time  were 
doled  out.  And  the 
$13  million  in  crimi- 
nal fines  levied  dur- 
ing fiscal  1989  was 
an  80%  increase  over 


!.  In  Los  Angeles 
County,  where  Dis- 
trict Attorney  Ira 
Reiner    has  made 


•  lIlLCOMPmES 
^  "^DROPPED  MORE 
m^N$3  BILLION  IN 
CIL^RGES  IN  1989 


double-hull  tankers 
instead  of  single 
ones  to  cut  down  on 
spills.  Amoco  re- 
cently volunteered 
its  Yorktown  (Va.) 
refinery  to  the  fed- 
eral Environmental 
Protection  Agency 
for  an  18-month 
study  and  will  pick 
up  two-thirds  of  the 
$2  million  cost. 
First,  the  EPA  will  measure  total  emis- 
sions. Then,  using  computer  models,  it 
will  see  what  mix  of  emissions,  in  total, 
is  the  least  harmful  to  air,  earth,  and 
water.  Amoco  now  requires  environ- 
mental assessments  of  every  refinery, 
plus  every  property  it  plans  to  buy  or 
sell.  Last  year,  it  assigned  100  engi- 
neers to  inspect  20  properties  and  6,000 
production  facilities  to  assess  potential 
liabilities.  Amoco's  1989  environmental 
bill  came  to  $672  million,  including  $120 
million  that  was  set  aside  to  pay  for 
future  cleanups. 

NEW  BLENDS.  Just  as  important  is  for- 
mulating cleaner  fuels  to  protect  the 
industry's  $100  billion  gasoline  market. 
In  Southern  California,  Atlantic  Rich- 
field Co.  has  unveiled  a  cleaner  replace- 
ment for  leaded  gas.  By  selling  840,000 
gallons  of  the  new  blend  a  day,  ARCO 
claims  to  have  cut  air  pollution  in  the 
Los  Angeles  basin  by  120  tons  of  ben- 
zene and  sulfur  a  day,  an  improvement 
of  7%.  On  Apr.  11,  Shell  Oil  Co.  said  it 
will  replace  its  premium  unleaded  gas 
with  a  cleaner  burning  variety  in  the 
country's  nine  most  polluted  cities. 

This  is  all  just  a  start,  arccj  replaced 
lead  and  other  toxic  compounds  in  its 
gas  by  making  minor  adjustments.  But 
the  Senate  version  of  the  Clean  Air  Act 
would  make  refiners  also  replace  aro- 
matic compounds — up  to  33%  of  gaso- 


criminal  prosecution  under  California's 
hazardous-waste  laws  a  crusade,  about  a 
dozen  business  executives  have  gone  to 
jail  in  the  past  two  years. 

Civil  liability  is  increasing  as  well. 
Normally,  parent  companies  can  escape 
responsibility  for  all  but  their  most 
closely  integrated  units.  But  recent 
court  decisions  have  pierced  this  "corpo- 
rate veil"  in  Super- 
fund  cases.  Mean- 
while, a  1986 
amendment  to  the 
Superfund  law  has 
galvanized  hundreds 
of  grass-roots 
groups.  The  amend- 
ment required  com- 
panies to  tally  the 
toxic  emissions  of  in- 
dividual plants.  Us- 


line's  content.  That 


means 


massive 


new  processmg 
and  storage  facili- 
ties that  Amoco 
says  would  cost 
the  industry  $20 
billion  to  build. 

Other  big  prob- 
lems could  still  lie 
ahead.  So  far,  oil 
producers  have 
fended  off  home- 
owners claiming  to  have  contracted 
cancer  from  nearby  refineries.  Only  a 
few  of  the  191  chemicals  in  a  refinery 
are  proven  carcinogens.  But  in  big  re- 
fining and  petrochemical  areas,  high 
cancer  rates  indicate  something  is 
wrong:  In  Jefferson  County,  Tex.,  near 
Houston,  lung  cancer  rates  were  20%' 
higher  than  the  national  average  last 
decade,  according  to  government  agen- 
cies. Some  experts  think  the  link  be- 
tween cancer  and  emissions  will  be 
proven,  igniting  an  explosion  of  person- 
al-injury suits.  "It  took  years  to  prove 
the  link  to  cigarettes,"  says  Dr.  Marvin 
S.  Legator,  a  toxicology  expert  at  the 
University  of  Texas  medical  school  in 
Galveston.  "This  will  just  take  longer." 

Rising  liabilities  and  costs  could 
force  out  smaller  refiners.  And  bigger, 
integrated  companies  may  opt  to  spin 
off  their  refineries  and  gas  stations. 
"You'll  see  restructuring  in  the  '90s," 
predicts  Arthur  L.  Smith,  president  of 
John  S.  Herold  Inc.,  a  consultant.  But 
there's  probably  no  strategy  for  avoid- 
ing a  pinch  in  profits.  During  the  past 
few  years,  downstream  operations 
have  been  the  industry's  most  lucra- 
tive. Now,  new  environmental  costs 
could  hurt  their  earnings  for  years. 
By  Mark  Ivey  in  Houston,  with  Ron  Gra- 
ver in  Los  Angeles,  Lois  Therrien  in  Chi- 
cago, and  Maria  Shao  in  San  Francisco 
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ing  these  figures,  activists  are  ramming 
througii  local  laws  and  suing  companies 
for  pollution  and  its  effects. 

Oil  companies,  still  reeling  from  the 
aftermath  of  the  Valdez,  are  among  the 
hardest  hit  (page  98).  They  dropped 
more  than  $3  billion  last  year  on  environ- 
mental charges,  and  more  keep  coming. 
On  Apr.  2,  Conoco  Inc.,  a  Du  Pont  sub- 
sidiary, reached  one  of  the  largest  settle- 
ments ever  recorded.  It  offered  to  relo- 
cate 400  families  near  its  Ponca  City 
(Okla.)  refinery  after  tests  showed  dan- 
gerous levels  of  benzene,  arsenic,  and 
about  20  other  chemicals  in  groundwa- 
ter. The  cost:  up  to  $27  million. 
WHY  WORRY?  Compared  with  that,  doing 
more  than  pollution  laws  require  seems 
like  a  smart  investment.  "We  want  our 
performance  to  reflect  such  excellence 
that  we  don't  have  to  worry  about  regu- 
lation," says  Cornelius  C.  Smith  Jr.,  vice- 
president  for  environmental  affairs  at 
Union  Carbide.  Rather  than  worry  about 
leaks  from  underground  storage  tanks 
at  two  plants,  Navistar  Inc.  is  spending 
$11  million  to  install  above-ground  units. 
Dow  Chemical  L'SA  is  relocating  the  town 
of  Morrisonville,  La. — some  87  property 
owners — to  avoid  the  damages  an  acci- 
dent could  lead  to,  a  spokesman  says. 

By  moving  now,  these  companies  also 
hope  to  influence  regulation.  Increasing- 
ly, bills  before  Congress  and  state  legis- 
latures interfere  with  the  products,  ma- 
terials, and  processes  business  can  use. 
Some  would  ban  products  made  using 
CFCs  or  prohibit  plastic  packaging  and 
disposable  diapers.  The  way  to  get  a 
hearing,  says  Khristine  L.  Hall,  environ- 
ment, health,  and  safety  governmental 
programs  manager  at  IBM,  is  to  "antici- 
pate what's  coming,  so  you  address  the 
issue  internally  and  speak  from  a  point 


of  credibility."  That 
and  pressure  from 
environmentalists '  is 
behind  Detroit's 
push  to  design  CFC- 
free  air  conditioners 
for  cars  and  the  ef- 
forts of  computer 
makers  to  eliminate 
CFCS  from  produc- 
tion processes. 

Initiatives  are 
coming  in  solid 
waste,  too.  With  10'/' 
of  the  nation's  land- 
fills projected  to  be 
full  within  15  years, 
a  joint  venture  of 
Du  Pont  and  Waste 
Management  Inc. 
will  recycle  80  mil- 
lion pounds  of  plastic  this  year,  and  200 
million  pounds  by  1994.  By  yearend.  Na- 
tional Polystyrene  Recycling  Co.,  a  joint 
venture  of  8  plastics  companies,  will  be 
recycling  that  material.  McDonald's 
Corp.  has  trimmed  its  yearly  garbage 
load  with  straws  that  are  207c  lighter 
and  polystyrene  packaging  that's  127 
thinner,  and  is  recycling  polystyrene 
from  450  stores  in  the  Northeast. 

Such  strategies  can  more  than  pay  for 
themselves,  arco  Chemical  Co.  has 
slashed  costs  in  a  new  propylene  oxide 
plant  in  Southern  France  that  uses  657 
less  energy  than  older  facilities.  With 
disposal  of  solid  wastes  running  $30  a 
ton — and  up  to  $2,000  a  ton  for  hazard- 
ous ones — Union  Carbide  recycled,  re- 
claimed, or  sold  82  million  pounds  of 
waste  in  the  first  half  of  1989.  That  gen- 
erated $3.5  million  in  income  and  avoided 
disposal  costs  of  $8.5  million. 

Even  the  utility  industry  is  rethinking 


KODAK  TIES  some  ; 
MANAGERS*  PAY  i 
TO  THE  PREVENTION  ' 
OF  CHEMICAL  SPILLS  ; 


^ 

t 


its  approach.  Cuttis 
energy  use  he  s 
prevent  pollution  i 
carbon  dioxide  enj 
sions,  which  has 
global  warming,  Ift 
it  used  to  mean 
er  profits  for  pov 
plants.  Now,  n 
state  regulate 
schemes  in  Calii 
nia  and  the  Noi 
^  -  east    tie  rate 

^1   creases  to  efficien 
^  ■   So    New  Engla 

Electric  System 
Westborough,  Ma: 
will  invest  $420  i 
lion  over  the  next 
years  to  make 
customers  more 
ergy  efficient.  Conservation  is  expec 
to  meet  317  of  the  utility's  new  dem; 
between  now  and  2008. 

Changing  priorities  means  manag 
differently,  starting  at  the  top.  Chief 
ecutives  such  as  Edgar  S.  Woolard 
Du  Pont  and  Mahoney  at  Monsanto  h: 
become  vocal  advocates  for  environm 
tal  responsibility.  Texaco,  Du  Pont, 
others  have  started  to  evaluate  man 
ers  on  how  well  their  units  comply  w 
the  law,  come  up  with  ideas  that  m 
mize  pollution,  and  develop  less-pollut 
products.  Kodak's  program  to  tie  so 
managers'  compensation,  in  part, 
their  performance  in  preventing  che 
cal  spills  helped  slash  accidents  by  4 
in  1989,  the  company  says.  More  com 
nies  now  set  worldwide  standai 
geared  to  the  toughest  laws  and  cond 
assessments  to  minimize  liability.  Ho 
ton  consultant  Pilko  estimates  that  o 
107  of  the  top  1,000  companies  do 
now,  but  the  number  is  growing  quid 
GETTING  INVOLVED.  Successful  initiatv 
also  depend  on  pushing  responsibi 
down  to  the  shop  floor,  where  employ 
see  waste  firsthand.  "You  need  to 
the  buy-in  at  that  level,"  says  Ka 
Rasmussen,  senior  program  manager 
corporate  environment  at  General  E!  in; 
trie  Co.  That  isn't  always  easy.  At  G 
aircraft-engines  unit  in  Evendale,  01 
supervisors  resisted  a  program  bej 
two  years  ago  to  cut  hazardous  wasl 
They  felt  they  were  overloaded  and  t 
those  concerns  belonged  to  environm 
tal  engineers,  says  C.  Wayne  Simps! 
manager  of  group  environmental  best 
and  safety  for  the  division.  It  took  tri 
ing  to  change  their  minds.  The  result: 
has  trimmed  waste  oil  at  the  plant 
207.  Similar  training  for  production  |l; 
gineers  was  the  catalyst  for  a  new  ; 
craft  engine  rolled  out  in  January: 
cuts  fuel  use  by  107  and  noise  by  ^ 
The  oldest  idea  of  all,  of  course. 
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■g  money  from  pollution  control 
eanup,  a  $100  billion  market  that 
le  estimates  is  growing  more  than 
year.  Business  obviously  is  good 
;  big  waste  haulers,  such  as  Waste 
;ement  and  Browning-Ferris  Inc. 
he  opportunities  go  far  beyond 
3u  Pont  intends  to  transform  its 
nillion  safety  consulting  business 
$1  billion  division  within  a  decade, 


engaging  in  everything  from  consulting 
to  cleaning  waste  water.  "We  can  make 
money  at  it,"  says  Bruce  W.  Karrh,  Du- 
Pont's  top  environmental  officer. 

In  an  odd  turnabout,  concern  over 
global  warming  may  create  the  climate 
the  nuclear  industry  needs  to  start  up 
again.  Recent  polls  indicate  that  a  major- 
ity of  Americans  who  consider  them- 
selves environmentalists  think  nuclear 


energy  will  be  important  in  meeting  fu- 
ture electricity  needs.  After  courting 
utilities  for  more  than  a  year.  Westing- 
house  is  at  least  getting  a  hearing  at 
Florida  Power  &  Light  Co.  for  what  it 
says  is  an  improved  reactor  design. 

The  profit  potential  of  various  ven- 
tures is  attracting  attention.  In  the  past 
two  years,  at  least  three  venture  capital 
pools  and  a  half-dozen  investment  funds 


P&G  TRIES  HAULING  ITSELF  OUT  OF  AMERICA'S  TRASH  HEAP 


garbage.  That's  one 

Pof  the  top  concerns 
of      Ed  Artzt, 
er  &  Gamble  Co.'s 
chairman.  "We  want 
among  the  leaders," 
Artzt,  "in  dealing 
this  problem." 
;  easy  to  see  why.  P&G 
$21  billion  a  year 
1  of  everjrthing  from 
paste  to  tissue.  Indi- 
that  makes  it  a  big 
ibutor  to  the  160  mil- 
ons  of  household  gar- 
America  throws  out 
year,  which  has  land- 
brimming.  To  critics. 
Pampers  and  Luvs 
sable  diapers  are  code 
3  for  environmental 
gacy.  So,  with  public 
on  running  against 
)icuous  waste,  it's  in 
i  interest  to  find  a  way,  as  Artzt 
it,  "to  make  our  products  environ- 
ally  friendly." 

lY  REFILLS.  P(&G  has  handed  the 
)  its  operating  managers,  who  are 
to  treat  it  like  any  consumer  de- 
l,  "similar  to  if  we  needed  a  better 
gent,"  says  Research  Vice-Presi- 

Geoffrey  Place,  the  company's 
;ty]ed  "head  garbageman."  Al- 
U  P&G  has  quit  using  inks  and  pig- 
s  containing  heavy  metals  that 
t  show  up  in  incinerator  ash  and, 
d,  contaminate  groundwater.  The 
any  has  begun  to  reduce  excess 
iging,  redesigning  Crisco  oil  bot- 
:o  use  28%  less  plastic  and  com- 
ing Pampers  into  smaller  plastic 
).  It  also  now  sells  superconcen- 
d  detergents  requiring  15%  less 
iging.  And  in  a  test  in  Baltimore, 
s  trying  to  get  Downy  fabric  soft- 
buyers  to  use  just  one  plastic  con- 
r,  over  and  over.  Taking  a  leaf 

its  approach  in  Europe,  the  com- 

sells  Downy  refills  in  milk-style 
ns  that  use  less  space  in  landfills, 
en  more  ambitious  are  P&G's  ef- 

to  support  plastics  recycling.  The 
lany  will  soon  be  using  up  80  mil- 


lion recycled  milk,  water,  and  soft- 
drink  bottles  a  year.  It  is  about  to  be- 
gin selling  some  sizes  of  Liquid  Tide, 
Cheer,  Era,  Dash,  and  Downy  in  bot- 
tles made  of  at  least  25%-  recycled  poly- 
ethylene. And  Spic  'n  Span  Pine  will  be 
sold  in  containers  made  entirely  from 
preowned  pop  bottles. 

P&G  will  thus  pump  life  into  the  mar- 
ket for  recycled  plastics — and  set  an 
important  example.  The  question  soon 
arises:  "If  P&G  can  do  it,  why  can't 
you?"  says  Jeanne  L.  Wirka,  solid- 
waste  policy  analyst  at  the  Environ- 
mental Action  Foundation.  Robert  M. 
Viney,  an  associate  advertising  manag- 
er for  the  company's  Packaged  Soap  & 
Detergent  Div.,  says  he  would  like  to 
see  competitors  copy  P&G  so  that  the 
industry  can  avoid  regulation.  He 
guesses  that  within  seven  years,  half 
of  detergent  bottles  will  be  recycled. 

As  it  makes  such  changes,  P&G  is 
steering  clear  of  exaggerated  claims. 
Indeed,  it  has  campaigned  against  "bio- 
degradable" products,  many  of  which 
don't  break  down  in  landfills.  "We're 
not  trying  to  outgreen  everyone  with 
advertising  slogans,"  says  Viney.  So 
far,  in  fact,  P&G  has  found  that  "at  the 


level  of  concern  most  peo- 
ple have  about  the  environ- 
ment, they're  not  willing  to 
make  many  sacrifices  in 
convenience,  value,  and 
performance." 
DIAPER  DATA.  Take  dispos- 
able diapers.  They  still  sell 
well,  despite  the  critics  and 
the  rebound  of  cloth  diaper 
services.  And  P&G  is  all  for 
that.  A  study  it  commis- 
sioned from  Arthur  D.  Lit- 
tle Inc.  concludes  that  dis- 
posables have  more 
advantages  than  cloth,  con- 
sidering every  effect  of  us- 
ing each  one. 

Yet,  this  is  where  critics 
most  fault  the  company. 
Some  17%-  of  p&g's  world- 
wide sales  come  from  dia- 
pers, including  the  8  billion 
it  sells  each  year  in  the 
U.  S.,  where  it  holds  about  half  the 
market.  Those  numbers  alone  mean 
P&G  is  "working  on  environmental 
problems,  but  working  on  them  so  it 
doesn't  affect  the  bottom  line,"  argues 
Jill  Mclntyre,  a  member  of  Colorado's 
Citizens  for  Cloth  Diapers.  Bills  have 
been  offered  in  more  than  a  dozen 
states  to  tax  or  regulate  disposables, 
though  few  have  passed,  partly  be- 
cause of  P&g's  aggressive  lobbying. 

The  company  argues  that  diapers 
get  too  much  play,  since  they're  only 
2%  of  solid  waste.  But  it  is  trying  to 
keep  them  out  of  landfills  anyway.  One 
way  is  to  recycle  diapers  into  drywall 
backing.  In  another  test,  industrial 
composters  have  turned  diapers  into 
humus.  Although  some  see  this  as 
mere  public  relations,  Place  believes 
that  industrial  composting  will  start  to 
pay  once  landfill  fees  reach  $50  a  ton, 
as  they  already  have  in  some  areas. 
Still,  it  may  be  that  no  matter  what 
P&G  tries,  there  will  always  be  more  to 
do.  Maybe  the  company  that  put  the 
first  plastic  bottle  in  U.  S.  supermar- 
kets— Ivory  Liquid  in  1959 — gave  birth 
to  a  creature  it  can't  control. 

By  Zach  Schiller  in  Washington 
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Karl:  A  Chet  Anions;  Chefs 

Ausman-bom  Karl  Hoemiann  perfected 
his  culinan  an  at  Europe's  hnest  hotels. 
Now  as  the  Capitol  Tok\Tj"s  veteran 
Executive  Chet,  he  bnngs  to  your  table 
at  any  ot  our  restaurants,  all  the  elegance 
and  superb  taste  that  have  gained  him 
the  reputation  ot  being  Tokyo's  most  re- 
no\Hed  chet.  See  and  taste  tor  yourself: 
enjoy  a  memorable  lunch. . .  an  unfor- 
genable  e\ening.  The  special  touch 
you  can  expect  at  all  Tok)!!  hotels. 


CAPITOL  TOKYU  HOTEL 

Tel  f&3'581  iSn.  Telex  2223605 THCCAP J 


For  Information  and  Reservations.  P  ease  Call: 
Our  Sales  Offices:  New  York  800-822-0016, 
Los  Angeles  800-624-5068 
London  01-493-2585.  Tokyo  03-264-4436 
or  Disti.nguished  Hotels  Robert  F.  Warner,  Inc. 
for  the  Capitol  Tokyu  and  Kyoto  Tokyu 
Utell  International  for  all  Tokyu  Hotels. 
Detton  Reservations  Offices. 


coniroljr.g  :r.orc  mar.  -^u^h)  million  have 
sprung  up  to  invest  in  environmental 
companies.  By  one  tally,  39  en\ironmen- 
tal  startups  found  financing.  With  more 
money  expected  from  the  government 
and  other  sources,  en\ironmental  tech- 
nologj-  may  become  "a  major  sector  of 
the  venture-capital  industry,"  says 
Shelly  D.  Guyer,  an  associate  at  invest- 
ment bankers  Hambrecht  &  Quist. 
'SMOKE  AND  MIRRORS.'  More  money  is  es- 
sential :i  clean-energy  technologies  are 
to  take  off.  Clean-coal  technologv".  which 
eliminates  the  pollutants  that  cause  acid 
rain,  will  get  a  -Sl.2  billion  infusion  of 
Energy  Dept.  funding  through  1992. 
Wind-  and  solar-power  entrepreneurs 
are  planning  for  a  bonanza,  too.  Luz 
International  Ltd.  already  supplies  about 
'r~  ."Southern  California  Edison  Co.'s 


ronmental  sins  of  key  exhibitors,  inc 
ing  Waste  Management. 

Some  consumer-goods  marketers 
in  hot  water,  too.  Marketing  experts 
diet  that  "green"  products  v^ill  be  to 
1990s  what  "lite"  products  were  to 
1980s.  That  has  lured  companies  sucl 
Mobil  and  Colgate-Palmolive  to  ch 
out  dozens  of  "enxironmen tally  fri( 
ly"  products — evervthing  from  recyi 
packaging  to  "biodegradable"  garb 
bags  and  diapers.  Wal-Mart  Stores  ] 
the  S25  billion  retaO  chain,  has  stai 
labeling  products  that  contain  recy 
materials. 

But  who  can  beUeve  the  labels?  " 
cycled"  paper  is  often  made  from  f 
trimmings  at  paper  plants  instead  of 
per  that  once  was  used.  Plastic  b; 
diapers,  and  holders  for  sis-packs 


AT  DU  PONT,    CORPORATE  ENVIRONMENTALISM  PATS,    SAYS  VICE-PRESIDENT  BRUCE  KAR 


power  from  its  soiar  plant  in  the  Califor- 
nia desert.  James  C.  Bazor.  its  CEO.  pre- 
dicts that  a  few  more  years  of  R&D  will 
drop  costs,  now  8c  per  kilowatt  hoiu-.  to 
the  -DC  or  6c  of  oil-fired  power.  With  help 
from  tax  credits,  he  sees  a  competitive 
solar  industrj-  by  the  mid-1990s. 

For  now.  industrv"  is  winning  few  ku- 
dos for  its  change  of  heart.  Tina  Hob- 
son,  executive  director  of  Renew  Ameri- 
ca, calls  many  corporate  moves  "a  lot  of 
smoke  and  mirrors."  aimed  mostly  at 
avoiding  regulation.  In  April,  environ- 
mentaUsts  accused  companies  of  trving 
to  co-opt  Earth  Day,  even  as  they  contin- 
ue to  fight  parts  of  the  Clean  Air  Act, 
Greenpeace  acti\ists  lambasted  "green- 
wash,''  an  exhibit  by  more  than  100  com- 
panies in  Washington,  D.  C,  showing 
how  they  help  the  environmenL  In  retali- 
ation. Greenpeace  detailed  the  past  envi- 


beer  that  claim  to  be  biodegradable 
usually  mixed  \\\xh  starch.  The  st  ~ 
decomposes  naturally,  but  the  pL  ^ 
merely  breaks  into  little  pieces — and 
landfill  doesn't  even  do  that.  Prod  ^ 
advertised  as  free  of  CFCs  often  coif?: 
butane,  an  air  pollutant. 
MIXED  SIGNALS.  Such  revelations  ki|^ 
off  invesiigaiions  in  March  by 
states  and  the  Federal  Trade  Com 
sion.  They  plan  to  issue  guidelines 
product  claims  later  this  year.  ""W 
we  find  violations,  there  wiU  be  fir 
says  Hubert  "Skip"  H.  Humphrey 
Minnesota's  anomey  general.  Coj 
nies  are  taking  notice.  On  Mar.  29,  ll  *~ 
Chemical  quit  claiming  that  its  H 
waste  bags  are  biodegradable.  In  A 
retailers  were  hatching  schemes  to  » 
uate  products  and  claims  made  for  tl 
How  far  will  industr^"  go  to  clean 
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incentives  are  contradictory.  Con- 
over  the  environment  may  be  at  an 
me  high,  says  the  Roper  Poll's 
;r.  But  so  far,  the  public  seems  un- 
ng  to  change  its  buying  patterns  if 
means  paying  more  or  giving  up 
enience.  Even  the  most  determined 
lief  executives  must  weigh  the  long- 
I  benefits  of  preventing  pollution 
avoiding  liability  against  pressures 
;hort-term  returns.  For  now,  only  a 
very  visible  companies  seem  deter- 
;d  to  do  the  right  thing.  And  small 
nesses,  which  account  for  a  larger 
ortion  of  air  pollution  than  large 
,  often  lack  the  money  and  technical 
vhow  to  follow  suit, 
the  end,  regulators  may  set  the 
of  change.  Until  now,  the  EPA  has 
dated  pollution  standards  and  the 
as  to  achieve  them — such  as  scrub- 
to  remove  air  pollutants.  That  ap- 
ch  yielded  big  gains  initially,  but  no 
i,  says  William  K.  Reilly,-  EPA  Ad- 
strator.  With  its  impending  new  sta- 
as  a  Cabinet-level  department,  the 
will  expand  its  tactics  to  include 
3  incentives,  such  as  those  proposed 
the  clean-air  .law.  It  sets  goals  for 
rain  em.issions,  for  instance,  but 
n't  tell  companies  how  to  achieve 
1.  Instead,  they  can  trade  pollution 
ts  with  other  companies.  The  EPA  is 
experimenting  with  an  integrated- 
lit  system.  Instead  of  issuing  unre- 
1  permits  for  emissions  into  air,  wa- 
and  soil,  it  looks  at  total  discharges 
plant.  Reilly  is  concerned  that  pol- 
its  prohibited  from  entering  one  can 
up  in  the  other  two. 
AND  TAXES,  Such  ideas  could  be 
?d  with  pollution  taxes.  The  fii-st  of 
e,  on  CFCs,  took  effect  in  January.  It 
ges  producers  and  importers  an  es- 
;ing  per-pound  fee.  The  idea  is  to 
competition  for  substitutes,  as  tax- 
Irive  prices  up,  and  the  incentive 
i  be  large.  In  his  recent  deficit-re- 
ion  proposal,  House  Ways  &  Means 
mittee  Chairman  Dan  Rostenkowski 
1.)  included  some  $20  billion  in  reve- 
;  from  environmental  taxes, 
ore  costly  regulation  is  sure  to 
ipt  new  conflict  among  business, 
;ymakers,  and  environmentalists, 
at  least  now  there's  a  chance  for  a 
e.  Once  defiant  in  its  opposition  to 
ronmentalism,  business  knows  that 
larder  it  fights,  the  more  it  will  lose, 
it  no  one  knows  yet  is  how  deeply 
message  has  sunk  in.  Says  Peter 
ige,  vice-president  for  chemical 
tegies  for  DeWitt  &  Co..  a  Houston 
ulting  firm:  "The  proof  will  be  five 
s  from  now,  when  we  look  back  and 
what  has  been  accomplished." 
Bij  Emily  T.  Smith  in  New  York  and 
i  Cahan  in  Washington,  with  Naomi 
ndlich  in  New  York,  James  E.  Ellis  in 
igo,  and  Joseph  Weber  in  Philadelphia 


The  success  book  for  the  turbulent  '90s  that  shows  you 


PattnersVvip 


HOW  TO  GET 
THE  PEOPLE 
ADmNT\GE 


sandy 


Managing  today  is  managing  people. 
Forging  the  Productivity  Partnership  shows 
you  how  to  take  personal  command  of  the  behavior-shaping 
tools,  techniques  and  technologies  of  our  time.  You'll  discover  how 
to  tie  together  strategy,  training,  organizational  communication,  motivation, 
computerized  information,  measurement  and  recognition  to  develop  a 
hard-hitting,  customer-responsive  business  force. 

Bill  Sandy  and  his  colleagues  are  immersed  in  helping  bring  large-scale 
change  to  industries  in  upheaval.  This  book  captures  the  drama  of  change 
and  shows  you  how  to  mobilize  people  to  make  a  powerful  difference. 


Get  Forging  the  Productivity  Partnership. 
Visit  your  bookstore  or  call  1-800-262-4729  today. 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL        IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

BUL  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg.l70(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


Educational  Asalstenc*  Llcl.» 

P  O  BOX  3021  •  GLEN  ELLYN.  ILLINOIS  60138 


Fur  More  Detaih 
Call  708-690  0010 
Peter  Roskam 
Executive  Director 
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It's  been  some  time  since  the  icut  new  318  made  its  way  to  our  siiores.  Bu 
apparently  old  loves  die  hard:We  now  present  the  BMW318is.This,  however 
is  anything  but  an  innocent  drive  down  memory  lane.  Our  engineers  insisted 
on  over  30%  more  horsepower,  with  four  valves  per  cylinder.  They  made  the 
five-speed  stick  mandatory.  Then  added  front  and  rear  spoilers,  cross-spok< 


/wheels  and  a  suspension  worthy  off  a  true  sports  sedan.  And,  like  all  BMWs 
le  90s,  the  318is  comes  standard  with  antilock  brakes  and  a  driver's  airbag. 
f  then.  All  motor  enthusiasts  kindly  report  to  a  nearby  BMWdealer  ffor 
Bt  drive.  (Just  call  800-334-4BMWffor  locations  or  more  infformation.)  wT  jk 
be  prepared  ffor  some  serious  exhilarcrtion.THE  ultimate  driving  machine.^^ 
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REAi ESTATE  I 


'I  THOUGHT  FIORIDA 
LAND  SCAMS  WERE  OVER' 


Hit  with  lawsuits,  a  grand  jury  probe,  and  complaints,  General  Development  files  for  bankruptcy 


Francine  Macchitelli  now  says  she 
should  have  known  better.  In  1987, 
the  Chicago  real  estate  broker  and 
her  husband  got  the  grand  tour  of  Port 
St.  Lucie,  a  Florida  community  built, 
promoted,  and  financed  by  General  De- 
velopment Corp.,  one  of  the  state's  larg- 
est developers.  Macchitelli  became  suspi- 
cious because  chaperons  from  GDC  were 
always  at  the  couple's  side,  even  when 
they  were  sightseeing,  as  unshakable  as 
tour  guides  in  the  pre- 
glasnost  Soviet  Union. 
And  the  $73,000  price 
tag  seemed  a  bit  steep 
for  a  condo  in  a  devel- 
opment lacking  such 
amenities  as  a  golf 
course  or  clubhouse. 
But  they  took  the  bait. 
General  Development 
was  "a  huge  company 
that  was  well  known 
and  on  the  New  York 
Stock  Exchange,"  Mac- 
chitelli says.  "I  thought 
Florida  land  scams 
were  over." 

Not  quite  yet.  Beset 
by  legal  woes  and  cash- 
flow problems,  GDC 
filed  for  bankruptcy 
protection  on  Apr.  6— 
the  latest  move  in  a 
saga  evocative  of  the 
swampland  sales  of  the 
1950s.  In  the  past  five 
years,  the  company  has 
been  hit  with  lawsuits, 
a  grand  jury  probe,  and 
a  slew  of  complaints 
from  the  Macchitellis  and  hundreds  of 
other  consumers  who  say  they  were 
ripped  off.  When  Macchitelli  got  her  unit 
appraised  recently,  it  turned  out  to  be 
worth  a  full  40'!  less  than  the  purchase 
price,  and  more  than  $10,000  less  than 
the  going  price  on  Florida's  east  coast. 
FANCY  PRICES.  The  inflated  pricing  ap- 
pears to  have  been  company  policy.  In 
March,  GDC  and  its  top  two  executives 
pleaded  guilty  to  defrauding  some  10,000 
customers  by  puffing  up  the  value  of 


their  homes  with  misleading  appraisals. 
Former  Chairman  David  F.  Brown  and 
ex-President  Robert  F.  Ehrling  could  get 
prison  terms  when  sentenced  in  May. 
And  other  Florida  developers  worry  that 
the  fallout  will  cost  them  dearly,  too. 

Customers  weren't  the  only  ones  that 
were  snookered.  The  company  estimates 
that  about  10,000  creditors  are  on  the 
hook — including  some  of  the  biggest  in- 
stitutional investors.  Its  $300  million  of 


GDC'S  EHRLING  AND  BROWN  COULD  FACE  JAIL  FOR  INFLATING  APPRAISALS 


high-yielding  paper  was  snapped  up  by 
junk-bond  funds  and  insurance  compa- 
nies. Prudential  Insurance  Co.  holds  $75 
million  of  General  Development  bonds 
and  an  additional  $25  million  in  preferred 
stock.  A  consortium  led  by  Manufactur- 
ers Hanover  and  Chemical  Bank  provid- 
ed GDC  a  $175  million  bank  line. 

On  paper,  the  34-year-old  company 
looked  relatively  healthy  as  recently  as 
late  last  year.  GDC  was  still  expanding, 
thanks  in  part  to  its  $65  million  purchase 


of  Glen  Ivy  Financial  Group  Inc.,  a  va( 
tion-home  empire  based  in  Corona,  Ca 
Although  debt  taken  on  for  the  acqu 
tion  did  cut  into  profits,  GDC's  sales 
$509  million  through  Sept.  30  outpac 
the  previous  three  fiscal  quarters.  A 
its  board  was  bedecked  with  such  1: 
names  as  former  Florida  Governor  R< 
bin  Askew  and  Howard  L.  Clark,  t 
new  CEO  of  Shearson  Lehman  Hutt 
Inc.  Both  turned  down  requests  for 
terviews.  No  boa 
members  other  th 
Brown  and  Ehrli: 
were  named  in  any 
gal  proceedings. 

RIDING  HIGH.  The  pO£ 

bility  of  GDC's  drowni 
in  bankruptcy  comes 
ter  a  remarkable  ri 
atop  the  wave  of  Flc 
da  real  estate.  Bro^ 
and  Ehrling  ushered 
the  go-go  years  at  G 
when  they  took  over 
1985.  Brown  had  ris 
through  the  ranks 
general  counsel  for  C 
Investing,  the  conglo 
erate  that  bought  G 
in  1974  and  spun  it 
again  in  a  1985  put 
offering.  Ehrling  sta 
ed  out  in  GDC's  mark 
ing  division. 

Between  1985  a 
1989,  housing  starts 
Florida  topped  100,001 
year,  according  to  Fi 
kind  &  Associates,  ii| 
consultant  in  Winl 


p. 


Park,  Fla.  In  that  rush.  GDC  foundlt- 
easy  to  sell  thousands  of  homes  witljfciis 
its  nine  Florida  developments,  which  o'- 
er some  270,000  acres  (map).  GDC  worU 
to  develop  a  21,000-acre  tract  in  Cumbk,-!, 
land,  Tenn.,  and  was  scouting  aggrli, 
sively  for  more  opportunities.  Ii;, 
The  first  hint  that  something  was  S(li|^ 
ously  amiss  came  from  the  Federal  I 
tional  Mortgage  Assn.  Like  other  deV 
opers,  GDC  financed  homes  for 
customers  and  sold  the  loans  to  Fan: 


106  BUSINESS  WEEK/APRIL  23,  1990 


FIN- 


,0  raise  fresh  cash.  But  Fannie  Mae 
y  stopped  buying  the  GDC  loans  in 
when  it  made  a  disturbing  discov- 
rhe  sale  prices  were  based  only  on 
arisons  with  other  GDC-built  homes 
;  properties.  This  appraisal  method 
lot  meet  our  standards,"  says  Fan- 
^ae's  Bonnie  O'Dell. 
mie  Mae's  cold  feet  didn't  stop  oth- 
rom  scarfing  up  GDC's  loans.  Last 
for  example,  GDC  sold  publicly  $65 
n  of  mortgage-backed  bonds  guar- 
d  by  the  Municipal  Bond  Investors 
-ance  Corp.  (MBIA),  a  leading  finan- 
juarantor.  Because  of  the  insur- 
the  bonds  are  still  rated  AAA  by 
ard  &  Poor's  Corp. 
Moody's  Investors 
le  Inc.  Besides  the 
guarantee,  the  Ban- 
lationale  de  Paris  is- 
a  letter  of  credit 
ng  $22  million  of  the 
The  bank  will  be  the 
to  pay  out  if  home- 
rs balk  on  their 
GDC  also  found  ea- 
)uyers  for  loans  it 
to  finance  sales  of 
md.  That's  a  kind  of 
estate  that  buyers 
lose  interest  in  and 
away  from, 
this  was  happening 
GDC  was  the  target 
najor  criminal  inves- 
on.  In  September, 

a  federal  grand 
in  Miami  began  an 
sive  two-year  probe 
JDC's  home  sales.  The  Federal  Bu- 
of  Investigation  sifted  through  a 
n  documents  and  interviewed  cus- 
■s  in  the  U.  S.  and  six  other  coun- 
"The  fraud  permeated  the  compa- 
om  top  to  bottom,"  says  Ross  M. 
ley,  head  of  the  FBI's  Miami  white- 
crime  unit.  "It  was  not  just  a  few 
guys  defrauding  people." 
wording  to  the  indictment,  GDC  tyi^i- 
vvould  first  try  to  entice  customers 
undeveloped  land,  telling  them  that 
prices  at  GDC  communities  were  in- 
ing  rapidly.  The  company  sold  the 
lut  of  dozens  of  sales  offices  in  the 
least,  the  Midwest,  and  abroad,  and 
ically  all  of  its  buyers  were  unfa- 
•  with  Florida  land  values.  Up  to 
:he  buyers  later  defaulted. 
OUS  GUIDES.  Those  who  bought  raw 
sventually  got  yet  another  pitch:  an 
ition  to  visit  houses  at  a  GDC  Flori- 
evelopment  at  the  company's  ex- 
;.  But  as  the  Macchitellis  learned, 

weren't  simple  family  outings. 
1  the  moment  the  prospects  arrived 
srida,  company  employees  clung  to 
,  sometimes  even  screening  phone 
at  their  hotels  to  fend  off  other  real 
e  brokers  or  developers. 


GDC  HOMES  IN  PORT  SAINT  LUCIE 


PORT  MALABAR 

SEBASTIAN  HIGHLANDS 

VERO  SHORES/ 
VERO  BEACH  HIGHUNDS 

PORT  ST.  LUCIE 

PORT  CHARLOnE/  NORTH  PORT 

PORT  LABELLE 


A  HOUSING  EMPIRE 
UNDER  SIEGE 


While  the  FBI  was  busy  in- 
vestigating, buyers  of  GDC 
homes  and  land  peppered  the  company 
with  more  than  100  lawsuits.  Home- 
buyers  said  their  units  were  overpriced, 
although  the  terms  are  sealed  in  a  confi- 
dential settlement.  In  separate,  pending 
actions,  land  buyers  are  charging  that 
GDC  did  not  make  promised  improve- 
ments, such  as  roads  and  utilities.  Fight- 
ing the  lawsuits  exacerbated  GDC's  cash- 
flow problems. 

The  music  stopped  in  December  at 
GDC.  On  their  return  from  a  business 
trip  to  Hawaii,  GDC's  top  officers  were 
greeted  with  letters  from  the  U.  S.  At- 
torney's office  in  Miami  saying  they 
were  the  targets  of  a  grand  jury  probe. 
The  board  of  directors  voted  to  create  an 
executive  committee  to  run  the  company 


The  fraud  permeated  the 
company  from  top  to  bottom. 
It  was  not  just  a  few  sales 
guys  defrauding  people' 


while  Brown  and  Ehrling  prepared  to 
fight  possible  indictments  under  the 
Racketeer-Influenced  &  Corrupt  Organi- 
zations Act.  With  that,  the  two  were 
lame  ducks.  Attorneys  for  Brown  and 
Ehrling  refused  to  comment. 

After  Brown  and  Ehrling  pleaded 
guilty  in  March,  the  company  unraveled 
at  a  dizzying  pace.  First,  the  company 
closed  offices  from  Manhattan  to  Tai- 
wan, laying  off  its  remaining  1,100  out- 
of-state  salespeople.  Then,  once  its  bank- 
ers balked  at  ponying  up  an  additional 
$60  million  in  financing,  GDC  opted  for 
Chapter  11.  On  Apr.  9,  it  halted  all  home- 
site  construction.  GDC  is  $300  million 
short  of  what  it  needs  to  finish  current 
developments.  The  stock  price  fell  to  2 
from  11  in  December,  1988.  Now,  Gener- 
al Development  has  to  find  a  way  out  of 
its  cash  crunch. 

RED-FACED  REGULATORS.  In  the  wake  of 
the  GDC  mess,  two  officials  of  Florida's 
land  sales  division  resigned.  Developers 
fret  that  the  state  may  stiffen  its  bond- 
ing requirements  to  make  sure  that  de- 
velopers have  adequate  reserves  to  com- 
plete work. 

The  odds  are  that  GDC  will  be  sliced  up 
and  sold  piecemeal.  The  company  lists 
its  assets  at  $865  million,  compared  with 
liabilities  of  $834  million.  But  GDC's  esti- 
mates are  suspect  because  of  its  prob- 
lems with  inflated  appraisals.  The  U.  S. 
district  judge  handling  the  fraud  case 
has  appointed  a  special  master  to  study 
GDC's  books  and  determine  the  compa- 
ny's true  value.  That  will  also  be  the  key 
issue  in  bankruptcy  court. 

"I  don't  know  what's  going  to  hap- 
pen," interim  CEO  Charles  J.  Simons  told 
BUSINESS  WEEK  in  March,  shortly  after 
taking  charge.  "All  I  know  is  we  have  to 
try  everything  we  can  to  right  this  com- 
pany." But  if  GDC  can  ever  resume  its 
business  of  selling  dreams  of  retirement 
in  golden  Florida  sunshine,  it  will  be  as  a 
shadow  of  its  former  self. 

By  Antonio  N.  Fins  in  Miami,  with  Da- 
vid Zigas  in  New  York 
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He  helped  capture  and  convict 
^0  car  thieves  and  save  over  200 
cars  from  "chop  shops."  It  was  one 
ot  many  sting  actions  Continental 
has  co-sponsored  to  tight  a  crime 
that  costs  consumers  and  insurers 
billions  of  dollars  a  yean 

Chris  Scaturo, 
our  director  of 
security  and 
a  former  FBI 
special  agent, 
conceived  thr 
operation. 
Undercover 
local  New 
Jersey  police  baited  the  thieves 
into  selling  their  "hot"  cars— and 
identifying  themselves.  Later  the 
police  hired  them  ostensibly  to 
drive  the  stolen  cars  to  a  nearby 
port. The  thieves  boarded 
trucks,  thinking  they  were  being 
taken  to  a  car-storage  facility 
Sur[)rise!They  went  to  a  jail 
instead,  and  were  convicted  on 
videotaped  evidence. 

Continental  has  a  lot  of  dedi- 
cated people  like  Chris— they've 
helped  make  us  a  leading 
[3ro[3erty/casualty  insurerThey 
are  a  major  reason  why  we're  a 
strong,  solid  company... why 
for  over  135  years,  we've  met  our 
obligations.To  our  customers, 
employees,  distributors  and 
shareholders. 


UR  CHRIS  SCATURO  MAY  BE  THE  REASON  YOUR  CAR 
DESNT  GET  STOLEN  TONIGHT. 


1^  Ins 


^■Fr  Continental 
Insurance. 


There  when  it  counts. 


TiXAS  TRUST'S  QUINN:  THE  S&L'S  PARENT  COMPANY  COULD  NET  $65  MILLION  IN  TAX  BENEFITS 


THE  TEXAS  BAIIOUT  HASN'T 
EXACTLY  BEEN  A  BONANZA 


Only  4  of  the  16  new  S&Ls  had  above-average  profits  in  1989 


To  entice  investors  to  take  over  86 
insolvent  Texas  thrifts,  federal 
regulators  in  1988  came  up  with 
the  Southwest  Plan,  offering  tax  bene- 
fits and  cash  incentives  they  valued  at 
$11  billion.  Critics  in  Congress  and  the 
media  howled:  "Giveaway!" 

The  critics  may  eventually  be  correct. 
But  so  far,  few  investors  have  found  a 
bonanza  in  the  Southwest  Plan:  Of  the 
16  new  thrifts  created  from  the  original 
lot,  only  four  had  above-average  profits 
in  1989.  The  most  notable  among  them 
was  financier  Ronald  0.  Perelman's 
First  Gibraltar  Bank  in  Dallas,  which 
earned  $129  million  last  year  on  assets 
of  $9.7  billion.  The  12  other  new  thrifts 


fared  less  well.  Southwest  Savings  Assn. 
in  Dallas  lost  $125  million  last  year, 
while  the  remaining  S&Ls  together 
earned  only  $79  million  on  combined  as- 
sets of  $30  billion.  Says  one  new  owner. 
Chairman  David  Quinn  of  Texas  Trust 
Savings  Bank:  "It  hasn't  been  easy." 
CAUTIOUS  REGULATORS.  Nothing  about 
the  Southwest  Plan  has  been  easy.  Con- 
troversial from  the  start,  it  was  de- 
signed to  halt  the  hemorrhaging  of  Tex- 
as thrifts.  And  it  was  the  first  time  that 
Congress  and  the  press  were  forced  to 
face  reality  about  what  the  S&L  mess 
would  cost.  M.  Danny  Wall,  then  chair- 
man of  the  Federal  Home  Loan  Bank 
Board,  offered  cash  subsidies,  tax 


breaks,  and  relaxed  capital  standards o 
attract  buyers  for  ailing  thrifts.  Wil 
felt  he  had  to  act  in  haste,  even  rushijti 
through  deals  in  the  final  week  of  1! 
to  take  advantage  of  a  tax  break  tl 
Congress  was  killing  off  as  of  Jan.  1 

Since  the  S&L  insurance  fund  v 
broke,  Wall  had  little  room  to  maneuv 
Guaranteeing  returns  attracted  inv 
tors,  but  it  also  sparked  a  controve: 
that  contributed  to  his  resignation  ea 
er  this  year.  And  the  perception  of  t 
rescue  as  unduly  lucrative  has  made  r 
ulators  supercautious  about  the  inc 
fives  they  are  willing  to  offer  invest 
in  today's  massive  thrift  bailout,  wh 
may  cost  as  much  as  $500  billion. 

Perelman's  deal  continues  to  stick 
Washington's  craw.  Aside  from 
benefits,  regulators  promised  Pereln 
up  to  $5.1  billion  in  subsidies  to  be  p 
out  over  10  years.  In  return,  he  f 
$315  million  for  Gibraltar.  Its  chairni 
Gerald  J.  Ford,  denies  congressional 
cusations  of  a  giveaway,  calling  the  c 
"well-structured."  And  he  points 
that  Gibraltar  last  year  paid  $12  mill 
in  dividends  on  preferred  stock  held 
the  government  as  part  of  the  deal.  S 
Perelman  and  his  investor  group  co  ii 
net  more  than  $400  million  in  the  next  p 
years  from  Gibraltar's  tax  breaks  ale  a 
says  Ronald  Riggins  of  RP  Finan  K 
Inc.,  a  Washington  consultant.  Simila  in 
Centex  Corp.,  owner  of  struggling  Te  ii- 
Trust,  says  that  the  tax  breaks  co  fe 
add  $65  million  to  its  bottom  line  o  fs 
the  next  decade;  the  Dallas  homebuil  ik 
paid  $26.5  million  for  its  thrift.  m 
NOT  PERFECT.  But  these  deals  have  b  t\s 
lucrative,  in  part,  because  they  w  i\\ 
done  on  better  terms.  Most  invest  si 
didn't  receive  tax  breaks,  or  have  no )  l  a 
ent  companies  that  can  benefit  fi  tsl 
them.  And  the  level  of  federal  I 
pledged  to  provide  "earnings"  on  esu 
assets  was  not  as  good.  "We've  ne  tta 
argued  the  deals  were  perfect,"  s  fc 
George  M.  Barclay,  president  of  the 
eral  Home  Loan  Bank  in  Dallas.  "0  s 


ir 
fcst 

pi 


SOUTHWEST  THRIFTS:  COSTLY  BAILOUTS  WITH  MIXED  RESULTS 


AMERICAN  FEDERAL 
BANK 

DALLAS 

Twelve  ihrilts  were  ac- 
quired in  August,  1988, 
by  Lone  Star  Teclmol- 
ogies  for  $48  million. 
AFB,  with  $3.2  billion  in 
assets,  received  pledges 
of  $1.3  billion  in  federal 
assistance.  Its  net  in- 
come totaled  $13  million 
in  1989 


PACIFIC  SOUTHWEST 
BANK 

CORPUS  CHRISTI 

Eight  thrifts  were  bought 
by  Taiwanese  investors 
for  $37.5  million  in  De- 
cember, 1988,  with  a 
promise  of  $566.2  million 
in  federal  assistance. 
Tlie  thrift,  with  assets  of 
$1.1  billion,  lost 
$614,000  last  year 


TEXAS  TRUST  SAVINGS 
BANK 

HORSESHOE  BAY 

Centex  bought  four  in- 
solvent tlirifts  for  $26.5 
million  in  December, 

1988,  with  pledges  of 
$429  million  in  assis- 
tance. It  received  tax 
breaks  of  $111  million.  In 

1989,  the  $620  milUon 
thrift  earned  $854,000 


GUARANTY  FEDERAL 
SAVINGS  BANK 

DALLAS 

Temple  Inland  paid  $128 
million  for  three  thrifts  in 
September,  1988.  The 
deal  included  up  to  $1.5 
billion  in  government  as- 
sistance. The  thrift,  with 
$4  billion  in  assets, 
earned  $1  million  in  1989 


DATA:  W.C.  FERGUSON  &  CO  ,  COMPANY  REPORTS,  FEDERAL  DEPOSIT  INSURANO  CORP. 


FIRST  GIBRALTAR  BANK 

DALLAS 

Ronald  0.  Perelman  pai 
$315  million  for  five  Te 
as  thrifts  in  December, 
1988.  FG  was  pledged 
$5. 1  billion  in  assistanc( 
Perelman  received  $90( 
million  in  tax  benefits. 
The  thrift  finished  1989 
with  assets  of  $9.7billic 
and  net  income  of  $129 
million 
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some  were  too  rich.  But  others 
too  thin." 

sider  Temple-Inland  Inc.,  a  paper- 
cts  company  based  in  Dibell,  Tex. 
3tember,  1988,  it  paid  S128  million 
iree  insolvent  Texas  thrifts  with 
of  $4  billion.  The  resultant  new 
Guaranty  Federal  Savings  Bank, 
)ut  SI  million  in  earnings  last  year, 
come?  Federal  subsidies  barely 
?d  overhead  expenses  and  the  cost 
naging  bad  loans,  half  of  Guaran- 
>sets,  complains  Chairman  Richard 
Even  Bluebonnet  Savings  Bank, 
earned  $31  million  last  year,  didn't 
It  any  dividends  to  its  new  owners, 
.d,  they  had  the  Dallas  thrift  trj-  to 
d  its  tattered  franchise  with  adver- 
and  a  new  computer  system, 
gress  keeps  tossing  obstacles  into 
Duthwest  Plan's  path.  While  Wall 
promised  Southwest  thrifts  that 
would  be  spared  tougher  capital 
ements.  Congress  refused  to  ex- 
hem.  As  a  result,  American  Feder- 
ik  must  raise  $28  million  by  June 
task  complicated  by  the  fact  that 
eel  unit  of  its  Dallas  parent.  Lone 
^chnologies  Inc.,  is  in  Chapter  11 
uptcy  proceedings.  Others  whose 
id  capital  fell  short  of  require- 
include  Franklin  Federal,  Amwest 
js  Assn.,  Heights  of  Texas,  and 
city  Federal  Savings  Bank. 
IG  OUT?  Given  the  poor  prospects, 
investors  who  participated  in  the 
t — even  those  who  received  tax 
ts — might  get  out  of  the  thrift 
!ss.  "There's  no  reason  they  won't 
the  keys  back  once  the  tax  breaks 
)ne,"  says  thrift  analyst  Bert  Ely 
!xandria,  Va. 
the  Southwest  Plan  has  scored 
successes,  particularly  as  com- 
with  later  rescue  efforts.  New 
■s  have  sold  off  $7  billion  in  high- 
ssets,  such  as  junk  bonds  and  bad 
estate  loans.  They  also  pumped 
than  $1  billion  of  fresh  private  cap- 
to  the  cash-starved  industry, 
atever  the  merits  of  the  deals, 
e  in  for  a  new  round  of  scrutiny, 
leneral  Accounting  Office  will  re- 
1  late  April  on  how  well  the  Feder- 
posit  Insurance  Corp.  is  managing 
nment  exposure  to  thrifts  that  re- 
aid.  And  the  Resolution  Trust 
which  oversees  the  bailout,  is  hii-- 
consultant  to  study  dozens  of  S&L 
including  the  Southwest  Plan, 
government  should  spend  less  time 
over  old  ground"  and  get  on  with 
)ailout,  insists  Chairman  Joseph 
ck  of  Franklin  Federal  in  Austin, 
•iven  the  history  of  the  Southwest 
Matlock  isn't  counting  on  Con- 
or on  spectacular  returns,  in  the 
future. 

By  Kevin  Kelly  in  Dallas,  with  Stan 
in  Washington 


Commentary/by  David  Zigas 

TAXPAYERS  SHOULDN'T  FOOT  THE  BILL 
FOR  S&L  BONDHOLDERS 


The  Resolution  Trust  Corp.,  as  the 
government's  cleanup  squad  for 
the  .S&L  mess,  has  had  precious 
few  opportunities  to  bill  anyone  other 
than  the  taxpayer  for  the  huge  salvage 
operation.  Now,  though,  the  RTC  has 
spotted  other  deep  pockets — investors 
holding  high-\ield  bonds  issued  by 
thrifts  that  the  RTC  has  taken  over.  The 
RTC  can  save  the  government  a  bundle 
by  pa\ing  off  those  bonds  early.  While 
the  RTC's  cr\-ptic  pronouncements  on 
the  issue  have  provoked  needless  con- 
fusion in  the  multibillion-dollar  mort- 
gage-securities market,  the  agency  has 


SICK  S&LS,  HEALTHY  BOHDS 


Issuer 


Amount  outstanding' 


Millions 

FRANKLIN  SAVINGS  ASSN. 

OnAWA,  KAN. 

$3,795 

CENTRUST  SAVINGS  BANK 

MIAMI 

1,300 

EMPIRE  OF  AMERICA,  FSB 

BUFFALO 

125 

COLUMBIA  SAVINGS  &  LOAN  ASSN. 

BEVERLY  HILLS,  CALIF. 

125 

MERABANK 

PHOENIX 

50 

"Bonds  collateralized  by  mortgages  or  other  assets 

DATA  STANDARD  &  POOR  S  CORP 

a  golden  chance  it  shouldn't  squander. 

The  RTC  gave  the  first  inkling  that  it 
wants  to  save  money  when  it  took  over 
CenTi'ust  Bank  in  Miami  in  Februar\^ 
CenTrust  is  laden  with  very  costly  li- 
abilities, including  $1.2  billion  in  bonds 
set  to  yield  a  hefty  11.9^^f  annually  if 
held  until  maturity  in  2010.  For  the 
bondholders,  these  are  juicy  invest- 
ments, yielding  almost  four  percentage 
points  more  than  comparable  Treasury 
bonds.  But  since  bailing  out  CenTrust 
depositors  could  cost  the  Treasury- 
some  $2  billion,  the  RTC  faces  an  inter- 
esting question:  Why  should  investors 
expect  to  get  back  100$  on  the  dollar, 
much  less  a  lush  rate  of  interest  for 
the  next  20  years? 

The  investors'  answer  is  straightfor- 
ward: Our  investment  is  secured, 
backed  by  a  pledge  of  high-qualit>' 
mortgages.  In  1985,  when  CenTrust 
sold  its  bonds,  almost  every  .s&L  that 
tapped  the  market  had  to  post  collater- 
al. That  way,  the  CenTrust  deal  gained 
top  ratings  from  Standard  &  Poor's 
Corp,  and  Moody's  Investors  Serv-ice 


Inc.  (table).  So  did  $26  billion  in  other 
mortgage-backed  bonds  issued  by 
some  700  other  s&Ls. 

What  has  roiled  the  markets  lately  is 
a  two-pronged  approach  that  the  RTC 
had  threatened  to  pursue.  First,  inves- 
tors feared  that  the  agency  might  just 
stop  paying  interest  on  the  bonds.  The 
RTC  allayed  that  fear  on  Apr.  10  by 
saying  it  would  honor  the  bonds'  inter- 
est payments.  But  the  RTC  stood  by  its 
earlier  assertion  that  in  cases  such  as 
CenTrust,  it  has  the  right  to  "call"  the 
bonds,  forcing  investors  to  accept  cash 
that  would  probably  have  to  be  rein- 
vested at  lower  rates. 

The  CenTrust  trustee,  IBJ  Schroder 
Bank  &  Trust  Co,,  is  trjang  to  erect  a 
legal  wall  around  the  bonds  to  keep 
them  from  being  called — a  maneuver 
called  defeasance.  The  bonds'  inden- 
ture provides  for  defeasance  in  case  of 
bankruptcy,  and  IRJ  Schroder  asserts 
that  the  RTC  doesn't  have  the  authority 
to  overrule  it. 

RIGHT  TRACK.  Some  legal  experts  agree 
that  the  RTC,  indeed,  can  ignore  defea- 
sance provisions.  Barry  J,  Dichter,  a 
bankruptcy  lawyer  with  Cadwalader 
Wickersham  &  Taft,  says  last  year's 
thrift  bailout  law  gave  the  RTC  power 
to  tear  up  contracts  made  by  previous 
management.  But  whatever  the  law 
says,  Dichter  cautions,  it  could  be  un- 
constitutional for  the  RTC  to  ride 
roughshod  over  defeasance. 

Simple  fairness,  however,  says  that 
the  RTC  is  on  the  right  track.  Yes, 
bondholders  such  as  CenTrust's  may 
lose  their  fat  interest  rates.  But  if  the 
guarantees  they  thought  they  had  in 
the  bonds  are  clearly  superseded  by 
the  RTC's  authority,  they  have  to  swal- 
low their  medicine.  They'll  be  in  good 
company  with  other  creditors,  includ- 
ing U,  S,  taxpayers. 

The  RTC  was  right  to  agree  to  keep 
paying  interest  on  bonds — until  and  if 
they  are  called.  Reneging  on  that  basic 
obligation  could  tank  the  market  for  a 
broad  range  of  bonds  secured  by  mort- 
gages, auto  loans,  and  other  lOUs,  But 
the  agency  should  stick  to  its  promise 
to  call  the  high-yield  bonds  of  its  dam- 
aged thrifts.  Investors  should  have  re- 
alized the  risks  they  faced  when  buy- 
ing bonds  issued  by  high-flying  or 
stmggling  s&Ls,  The  taxpayer  should 
not  be  asked  to  bear  the  burden  of 
making  sure  that  bond  investors  keep 
on  pocketing  their  high  yields. 
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MARKETS  &  INVESTMENTS! 


WHEN  THE  BOTTOM  LINE 
IS  A  SLAP  IN  THE  FACE 


Nasty  earnings  surprises  threaten  to  sap  the  Street's  strength 


In  the  humdrum  realm  of  home  fur- 
nishings and  industrial  fabrics,  few 
companies  hold  a  candle  to  Springs 
Industries  of  Fort  Mill,  S.  C.  Despite 
fierce  competition.  Springs  has  seen  its 
revenues  and  operating  income  advance 
for  six  straight  years.  But  margins  have 
been  under  pressure  in  recent  months, 
and  analysts  have  been  predicting  first- 
quarter  earnings  of  slightly  below  last 
year's  86$  a  share.  On  Apr.  10,  a  com- 
pany announcement 
proved  its  Street  follow- 
ers right — and  then 
some.  First-quarter 
earnings,  the  company 
said,  were  down  50%. 

Springs  Industries 
has  joined  the  ranks  of 
companies  that  have 
picked  up  a  widespread 
corporate  virus — the 
negative  earnings  sur- 
prise. And  now,  there 
are  indications  that  this 
condition  is  becoming 
epidemic.  If  so,  and 
if  worse-than-expected 
profit  tidings  continue 
to  hit  the  market,  it 
may  well  be  difficult  for 
stocks  to  hold  their 
ground.  The  Dow  Jones 
industrials  have  climbed 
almost  97(  since  the 
depths  of  last  winter's  debacle. 

Brokerage-house  analysts  have  been 
downgrading  their  estimates  of  1990 
earnings  at  an  increasingly  rapid  pace — 
with  transportation  companies  leading 
the  ranks  of  the  downgraded  (chart). 
The  reasons  for  their  mounting  pessi- 
mism include  sluggish  economic  growth, 
higher  interest  rates,  rising  labor  costs, 
and  shrinking  profit  margins. 
SUDDEN  DROP?  The  outlook  for  the  first 
quarter  is  especially  glum.  As  recently 
as  Mar.  1,  the  analysts  tracked  by  Zacks 
Investment  Research  were  estimating 
that  the  earnings  of  the  companies  they 
follow  would  decline  by  2%.  But  by  Apr. 
1,  they  were  collectively  pointing  to  a 
6.5%  decline — an  unusually  sharp  one- 
month  drop.  Semiconductor,  electronics, 
energy',  and  transportation  companies 
were  especially  hard-hit  by  downward 


revisions  in  earnings  estimates.  "Based 
upon  what's  going  on,"  says  Zacks  Exec- 
utive Vice-President  Benjamin  Zacks,  "I 
expect  there  to  be  a  significant  negative 
surprise." 

To  be  sure,  negative  earnings  sur- 
prises have  been  background  noise  in 
the  market  for  some  time.  Earnings  re- 
ports for  both  the  third  and  fourth 
quarters  of  1989  contained  a  large  num- 
ber of  unpleasant  surprises,  and  the 


EARNINGS  EXPECTATIONS 
HAVE  ERODED... 


...WITH  THESE  GROUPS 
EBBING  THE  MOST 


RATIO  OF  DOWNWARD  TO  UPWARD 
REVISIONS  IN  ANALYSTS'  FORECASTS 
FOR  1990  EARNINGS 


Stock               Ratio  of  downward  to  upward 
group                earnings  revisions  for  1990* 

AIRLINES 

13.3 

TRUCKING 

10.6 

AUTOS  &  AUTO  PARTS 

8.4 

PAPER  &  FOREST  PRODUQS 

6.8 

BANKS 

6.0 

NEWSPAPERS 

5.7 

CHEMICALS 

4.8 

AEROSPACE 

3.5 

METALS 

3.5 

MACHINERY 

3.2 

1989 


IV 


1990 


*Revisions  made  during  first  quarter  of  1990 


DATA:  INSTITUTIONAL  BROKERAGE  ESTIMATE  SYSTEM,  PAINEWEBBER  GROUP 


earnings  of  the  companies  in  the  Stan- 
dard &  Poor's  500-stock  index  declined 
about  3%  during  the  year.  But  the  mar- 
ket rose  27%'  as  takeovers  surged  and 
interest  rates  fell.  If  earnings  disap- 
pointments mount,  however,  the  market 
may  not  be  so  sanguine.  "You're  looking 
at  three  successive  down  quarters," 
notes  Melissa  R.  Brown,  chief  of  quanti- 
tative research  at  Prudential-Bache  Se- 
curities Inc.  "It  seems  to  me  that  at 


High-tech  stocks,  which  have 
risen  spectacularly,  appear 
highly  vulnerable 
to  bad  news  on  profits 


some  point,  investors  are  going  to  fois 
on  that." 

The  market's  reaction  to  untow:d 
earnings  news  varies  enormously,  n 
sectors  where  expectations  are  loi/, 
bad  earnings  news  can  be  devastatij. 
High-tech  stocks,  for  example,  have  ?- 
en  spectacularly  in  recent  months  'd 
appear  especially  vulnerable  to  negate 
earnings  surprises — if  Tandem  Comj 
ers  Inc.'s  experience  is  any  guide 
company  announced  on  Apr.  5  that 
earnings  in  the  quarter  ended  Mar. 
would  rise — but  not  by  as  much  as 
lysts  had  estimated.  The  news  sent 
dem  stock  plummeting  17%. 
SETBACKS.  But  in  industries  where 
its  and  share  prices  have  already  cool) 
negative  earnings  surprises  do  not 
ways  result  in  serious  share-price  ti 
backs.  One  example  is  Springs  Ind 
tries.  Its  shares  slipped  only  2.6%, 
close  at  33  on  Apr.  10,  despite  the  la: 
decline  in  earnings. 
surprise  didn't  ev( 
much  reaction,  app 
ently,  because  invest 
didn't  have  very  h 
hopes  to  begin  wi 
Springs's  aftertax  es 
ings  have  declined 
three  straight  quartf 
and     the  comp£ 
warned  in  January  t 
it  would  be  difficult 
improve  profits  in  li 
Even   before  the 
news.  Springs  sha 
were  trading  at  only 
times  projected  1 
earnings,  a  little 
than  half  the  marki 
price-earnings  multi] 
Textile  manufac 
ers,  of  course,  hav 
excited  the  Street  si| 
the  days  when  i. 
were  the  object  of  takeovers  and  lei| 
aged  buyouts.  Among  the  textile  s\ 
lysts  surveyed  by  Zacks  on  Apr.  1, 
expectation  was  for  a  4.7%  decline 
earnings  during  the  quarter  that  en 
Mar.  31 — the  same  as  was  estimate 
month  earlier.  In  contrast,  analyst  p: 
pects  for  computer  manufacturers  h 
worsened  considerably.  On  Mar.  1, 
expectation  was  for  a  4.29i  quarterly 
crease  in  earnings.  A  month  later, 
analysts  forecast  an  8.6%  decline.  E 
so,  investors  were  shaken  by  the  1 
dem  setback. 

The  market  could  continue  to  d| 
gloomy  earnings  news  and  forge  ah<| 
as  it  did  in  1989.  But  if  earnings  t| 
center  stage — and  don't  astound  the 
perts  by  improving — investors  may  b 
for  a  nasty  surprise. 

By  Gary  Weiss  in  New  I 
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What  you  can  count  on  after  104  years 
of  bui  maitets,bear  maitets,consoliclations, 
divestitures,  upticks  and  downturns. 


■^r*  It- 


Change  is  a  fact  of  life.  Always 
has  been.  Always  will  be.  Fortun- 
ately there  is  one  firm  with  the 
financial  strength,  the  resources 
and  the  vision  to  help  you  deal 
with  it:  Merrill  Lynch. 

These  attributes  help  give  us 
stability  that's  not  easily  shaken. 
And  make  us  the  financial  ser- 
vices firm  our  clients  can  count  on 
We'd  like  to  share  a  few  facts  and 
figures  with  you  of  which  we  are 
especially  proud: 

$10  billion  in  capital.  Our  balance 
sheet  with  $10  billion  in  total  long- 
term  capital,  including  $3.2  billion 

'ci990  Merrill  Lynch  &  Co  .  inc. 


in  equity  is  one  of  the  strongest  in 
the  securities  industry 

$334  billion  in  client  assets. 

Total  as,sets  in  clients'  accounts 
stand  at  $334  billion.  That's  sub- 
stantially more  than  our  nearest 
competitor. 

$53.4  trillion  in  underwriting. 
In  1989  we  were  the  top-ranked 
underwriter  of  debt  and  equity 
worldwide.  We  raised  $53.4 
billion  and  assisted  our  clients 
in  some  of  the  year's  most 
significant  global  transactions. 

Top-ranked  research  team.  Our 


research  department  has  been 
named  the  number  one  All- 
America  research  team  by 
Institutional  Investor  for  the 
11th  time  in  12  years. 

When  you  can  count  on 
qualities  like  these  from  a 
firm  with  104  years'  experience 
in  managing  change,  you 
too  have  good  reason  to  be 
bullish  on  the  nineties. 


Merrill  Lynch 

A  tradition  of  trust. 


I 
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BY  GENE  G.  MARCIAL 


MAJOR  MARKDOWNS 
ON  A  HIGH-FLYING 
WHOLESALE  CLUB 


,  ears  have  been  ganging  up  on 
■  Price  Co.,  an  operator  of  47 
members-only  wholesale  clubs, 
mainly  on  the  West  and  East  Coasts. 
The  stock  has  slumped  to  34,  a  new  .52- 
week  low,  from  48  in  December,  as 
analysts  have  scaled  back  earnings 
forecasts  for  the  one-time  highflier. 
Many  worry^  that  Price,  which  used  to 
enjoy  robust  profit  growth  of  20"^  a 
year,  is  slipping  into  the  singledigit 
growth  range.  But  some  sav\T  money 
managers  are  accumulating  shares, 
figuring  the  slowdown  is  temporan". 

Analysts'  concern  over  Price's  flag- 
ging growth  rate  came  to  the  fore  in 
early  April,  when  the  company  posted 
second-quarter  profits  of  51<f  a  share — 
the  same  as  1989's  second  quarter. 
"It's  the  first  time  Price  ever  reported 
flat  quarterly  earnings  after  the  im- 
pressive 20'*  growth  in  past  years," 
says  Dick  Pyle,  an  analyst  at  Piper, 
Jaffray  &  Hopwood  in  Minneapolis. 

Still,  it's  plain  that  the  pace  of  new 
warehouse-store  openings  has  slowed 
from  a  36''  rise  in  1987  to  just  12^^  in 
1989,  which  crimped  profit  growth. 
"With  slower  sales  growth  at  existing 
stores,  the  slower  new-store  opening 
pace,  and  profit-margin  pressures,  it 
appears  appropriate  to  lower  our  long- 
term  growth-rate  projections  from  20% 
annually  to  less  than  1-5' f,"  says  Pyle. 
He  slashed  his  1990  estimate  to  .S2.40  a 
share  from  S2.70  and  took  an  even 
larger  whack  at  1991.  cutting  his  esti- 
mate from  .S;3.10  a  share  to  S2.65. 
EARNINGS  MUSCLE.  On  the  Other  hand, 
bulls  note  that  Price  has  been  so  beat- 
en up  that  its  price-earnings  ratio  has 
slid  from  20  to  13.  They  expect  earn- 
ings to  rise  from  S2.30  a  share  in  1989 
to  $2.70  for  the  fiscal  vear  ending  Aug. 
31,  and  to  .>120  in  fiscal  1991. 

Price  will  open  nine  new  warehouse 
stores  this  year  and  three  more  in 
1991.  That  209  increase,  says  Goldman 
Sachs  analyst  Steve  Mandel  Jr.,  will 
accelerate  earnings  growth  over  the 
next  two  years.  Price's  earnings  power 
should  move  its  shares  into  the  low  .50$ 
in  the  next  12  to  18  months,  he  adds. 

If  profits  are  a  bit  slow  to  pick  up. 
Price  has  assets  that  will  keep  a  floor 
under  the  stock  price.  "The  company 
has  lots  of  cash,  about  S68  million,  or 
SI. .50  a  share,  and  valuable  real  estate 


PRICE  CO.  TUMBLES 
TO  NEW  LOW  GROUND 
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properties,"  says  Piper's  Pjde.  He  also 
thinks  Price's  real  estate,  mainly  in 
California,  is  worth  .$400  million. 

And  that's  not  all.  Management  sees 
the  stock  as  cheap,  and  for  the  first 
time,  the  company  is  buving  its  own 
shares.  In  Februar\-,  it  repurchased 
500,000  shares,  or  some  1%  of  the  49.9 
million  outstanding,  at  S39  a  share. 

Add  it  up,  says  one  big  investor,  and 
Price  could  fetch  860  to  S70  a  share  in 
a  buyout.  "If  Price  decides  to  sell, 
there'll  be  a  lot  of  takers,"  he  says. 


A  ROOT-BEER  BIGGIE 
WITH  LOTS  OF  FIZZ 


Coke  and  Pepsi  so  dominate  the 
soft-drink  business  that  investors 
often  forget  there  are  other 
stocks  to  play  in  this  industiy.  For  in- 
stance, there's  A&w  Brands.  Its  stock 
has  been  everj-  bit  as  sparkling  as 
Coca-Cola's  and  PepsiCo's,  and  some 
pros  say  .\&\v  has  a  long  way  to  go. 
First  offered  to  the  public  in  1987  at 
11,  A&w  currently  trades  at  30. 

One  plus  for  A&w  is  that  it's  a  big 
fish  in  the  fast-growing  pond  of  non- 
cola  sodas.  The  name  is  synonjmious 
with  root  beer,  and  the  company  has 
helped  to  revive  cream  soda  in  recent 
years.  In  1988,  its  first  full  year  as  a 
public  company,  A&w  posted  a  3057c 
profit  gain,  followed  by  41%  in  1989. 
This  year,  earnings  are  expected  to 
leap  39%,  to  81.50  a  share,  and  to  81.80 
in  1991,  figures  Manny  Goldman,  an 
analyst  at  Paine  Webber. 

Goldman  estimates  that  A&w  has 
free  cash  flow  (after  capital  expendi- 
tures) of  823  million,  or  82.50  a  share, 
and  modest  debt  of  832  million.  With 


that  profile,  Goldman  suspects  t 
company  may  soon  announce  a  di 
dend.  He  says  A&w  could  well  afford 
pay  81  or  82  a  share  out  of  free  ca 
flow,  which  is  expected  to  hit  §3 
share  next  year.  Initiating  a  divide: 
would  fuel  a  surge  in  the  stock's  pri( 
Chief  Financial  Officer  Ernie  Cave 
says  a  dividend  "remains  under  studj 

Some  pros  see  several  potential  su 
ors.  Says  Goldman:  "Nothing  is  goi 
on  as  far  as  I  know,  but  A&w  would 
well  with  any  of  the  big  beverage  nu 
ers,  particularly  Dr  Pepper  and  Bi 
ain's  Cadbury  Schweppes." 

A&w  was  acquired  from  a  private 
vestor  group  in  1986  for  870.2  million 
an  LBO  by  Hicks  &  Haas,  a  Dallas 
vestor-buyout  company.  Its  curre 
market  value  is  8315  million.  Thorn 
Hicks  and  Robert  Haas,  now  co-cha 
men  of  A&w,  still  owm  a  combined  10 


HEALTHY  GROWTH 
FOR  A  THERAPIST 


John  Foster  follows  a  classic  scrij 
Find  a  niche,  become  the  leadii 
player,  then  sell  for  a  handsoi 
reward.  That  pretty  much  happen 
with  Foster  Medical,  a  home  heal 
care  company  he  sold  five  years  ago 
Avon  Products.  Foster  then  form 
XovaCare  (originally  Inspeech),  m 
the  largest  provider  of  rehabilitatii 
therapy  sen'ices  to  nursing  homes 

NovaCare's  big  splash  in  the  bu 
ness  has  sent  its  stock  surging  to 
from  a  low  of  5  last  year.  Prior 
1987's  crash,  it  had  hit  a  high  of  27 
With  people  living  longer,  dema 
for  physical,  speech,  and  occupatior 
therapy  is  booming,  and  XovaCare 
there  to  benefit.  "On  average,  the  co 
pany  has  been  adding  50  new  thera' 
contracts  per  month,  many  with  un 
of  the  leading  nursing-home  chainj 
says  Ed  Keaney,  an  analyst  at  Pauli 
Co.  It  provides  services  to  more  th 
1,700  nursing  homes  in  32  states. 

NovaCare's  revenues  have  jump 
from  88.2  million  in  1986  to  870.5  n 
lion  in  1989.  For  1990,  analysts  projt 
revenues  of  895  million  and  profit 
lo<t  a  share.  Earnings  have  soared,  tx 
to  38c  a  share  for  the  fiscal  year  t| 
ended  June  30,  1989,  vs.  a  loss  in  19j 
Some  analysts  expect  earnings  of  80^ 
share  this  year  and  81.20  in  1991. 

Foster  insists  he  won't  sell  Noi 
Care  because  he  likes  the  health-reh 
business.  But  takeover  pros,  w'ho  val 
NovaCare  at  830  a  share,  say  seve) 
large  health  care  companies  hai 
shown  interest. 
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Something  ! 
just  happened  | 
totheMoicfe 
best-seUing 
family 

of  personal  I 
computers. 


Six  powerful  ne\*  svstems. 

Now  availablf-  are  ^i\  new  P.S/2  -  w  'llh 
rScfOChCBVT^  ^  for  those  wanting 
incrra-ffi  -luraL.'!-.  expansion  slots  and 
386^  power. 

\Xe'\e  e\j)jiiiirii  our  P^/ll  MckIcI 

811  line  to  inelude  t\so  new  20  MHz 
model-  a^  well  a-  fuo  new  cached 
23  Ml  Iz  maehine-.  Nnd  two  of  these 
new  l'S/2  model-  come  with  our 
lit:htning-fa^t  320MR  hardfile. 

( )ur  PS/2  line  ha^  al?o  been 
extended  with  the  introduction  of  two 
new  Model  h.')S\-  which  offer  greater 
e\pandahilit\  and  file  capacit\  along 
w  iih  an  affordable  price  tag  tor 
38().S\^  power. 


Portability,  power  and  a 
low  price.  1  he  award- w  inning 
P7(»  with  =\SGfOC/?S^)S/  has  a 
new  .m  16  Mil/  m.Ml.  l.  I  his 
new  version  of  our  fiill-i unction 
portable  has  a  .^OMB  hardfile 
and  allows  vou  to  take  vour 
applications  with  vou  wherever 
vou  £0. 


New  fullv  upgradable 
LaserPrinter  K. The  qualitv 
printing  and  >uperb  paper  han- 
dling of  the  IBM  La-erPrinter  are 
now  available  in  the  lir>t  afford- 
able la-er  printer  that's  fulK 
upgradable — the  IBM 
La>erPrinter  E. 

It  can  print  at  up  to  .5  pages 
per  minute  and  can  easiK  be 
upgraded  to  10  pages  per  minute. 
^  hat  s  more,  a  PostScript " 
option  is  now  available  for  both 
the  LaserPrinter  and  the 
LaserPrinter  E  to  make  your 
de.-ktop  publishing  look  its  best. 


Innovative  software  soli 
for  networking.  ( "onnectivity 
vour  PS/2  is  better  than  ever ) 
availabilitv  of()S/2'  EE  M.2 
O.S/2  LAN  Server  V  1.2. 

OS/2  EE  is  now  easier  to 
and  gives  vou  readv  access  to 
()S/2  relational  data  bases  anc 
expanded  access  to  host  conip 
and  Ethernet'  networks. 

OS/2  LAN  Server  offers 
increased  price  performance, 
it  one  of  the  lowest  cost-per-u 
software  environments  in  the 
industrv. 

And  to  make  it  all  easier, 
introduces  Ea^el'  1.1  for  OS/2 
the  revolutionary  developmenl 


IB*;!  PS/2  and  0S;2  are  registerefl  t-aoemarks  and  Mcro  Channel  s  a  radefnafk  o(  insmaoooa)  Business  Macnmes  Corporation  Easel  is  a  registered  traoemarv  ot  interactive  Images  inc  Etnemet  is  a  registered* 
XEROX  Corp  PostScnpt  is  a  registered  traoemart  o(  AaoOe  Systems  \nc  386  and  386SX  are  trademarks  of  Intel  i  1990  IBM  Corp 


etter. 


□ 


pw  high-resolution 
iplav;  Excellent  resolu- 
intiast  and  ciaritv  make 
V.  affordable  IBM  8515 
play  a  pleasure  to  work 


Inexpensive  new  compact 
disc  technologies.  Inexpensive 
large-(  apacit\  storage  is  now 

vours  on  anv  MicroChannel 

'PS/2.  Its  the  new  II5M  (:U-K(  )M 
and  it  allows  vou  to  store  the 
equivalent  of  over  400  diskettes 
of  reference  material  and  clip 
art  for  applications  like  desktop 
publishing,  multimedia  and 
more. 


New  320MB  lightning- fast 
hardfile/rhe  new  ,320MB  hardfile 
option,  with  a  lightning-fast  access 
speed  of  12.5  MS.  comes  standard 
on  two  of  the  new  Model  80s  and 
is  available  as  an  option  on  all 
Model  60s.  65SXs  and  80s. 


Increased  expand- 
ahilitv  w  ith  the  new 
Small  Computer  Svstem 
Interface  (SCSI).  An 

industrv-standard  StlSI 
ada|)ter  comes  with  the 
new  80  and  65S\  models 
and  is  also  available  as  an 
option  lor  all  v(jur  curnnt 


PS/2: 


ith  MiCfoChannel. 


Everv  SCSI  busmaster 
adapter  allows  vou  to  add 
up  to  seven  peripherals, 
so  adding  an  array  of 
scanners,  optical  disks 
and  new  technologies  like 
multimedia  and  IBM's 
CD-ROM  is  no  problem. 


The  IBM  PS/2  is  the  worlds 
best-selling  family  of  personal  com- 
puters. And  we  haven't  stopped 
there — in  fact,  we've  just  made  our 
familv  even  better. 

Whether  your  business  is  large 
or  small,  your  investment  today  in 
the  PS/2  familv  of  hardware  and 
software  applications  cati  pay 
dividends  tomorrow.  Because  the 
IBM  PS/2  lamilv  can  easilv  expand 
w  ith  vour  business  and  change  to 
meet  your  needs. 

To  help  vou  protect  vour 
investment,  we" re  offering  a  wide 
range  of  new  produc  ts.  Products 
that  offer  more  expandability  and 
outstanding  price  perh)rmance. 
Innovative  products  that  increase 
the  value  of  vour  investment  in 
MicroChannel  jiud  ( )S/2 .  Versatile 
products  that  of  fer  more  solutions 
than  ever,  especially  for  power  users 
and  those  looking  to  network. 

But  more  important,  we've 
made  these  changes  in  our  family  so 
that  one  thing  could  stav  the  same: 
the  IBM  PS/2  family  of  personal 
computers 
is  one  that 
delivers 
solutions 
today, 
tomorrow 
and  ^ 
bevotid.  — ^ 


How're  you  going  to  do  it? 
PS/2  itf 


li 


nformation 


NETWORKING  I 


CHAIRMAN  KRAUSE  WITH  FINOCCHIO,  BENHAMOU,  AND  DENEND:  NO  HEIR  APPARENT  YET 


3C0M'S  'NEW  RENAISSANCE' 
HASN'T  ENDED  ITS  PARK  AGES 

Can  the  networker's  tuniai'ound  plan  make  up  for  past  mistakes? 


An  around-theworld  trip  should  be 
a  romp.  But  L.  William  Krause 
had  the  blues  last  July  as  he 
traveled  from  St.  Croix  to  Zurich  to  Asia 
on  a  combined  vacation  and  business 
trip.  The  chairman  and  chief  executive 
of  3Com  Corp..  a  computer  net\vorking 
company,  couldn't  forget  his  troubles 
back  home:  Sales  were  slumping.  3Com"s 
stock  had  dived,  and  its  dealers  were 
carping.  While  playing  chess  and  read- 
ing on  the  beach  in  Bali  and  the  Thai 
resort  of  Phuket.  Krause,  47.  did  a  lot  of 
soul-searching.  "'I  felt  bad."  he  recalls. 
"It  was  our  first  really  bad  hiccup." 

Krause  still  has  reason  to  feel  bad.  On 
his  return,  he  began  his  "New  Renais- 
sance Plan"  to  get  the  company  on 
i  track.  He  reorganized,  refocused  the 
business  plan,  and  quietly  looked  for  a 
merger  partner  that  could  strengthen 
3Com — and  provide  him  with  a  succes- 
sor. After  nine  years,  Krause  realized 
that  he  wasn't  the  person  to  push  3Com 
to  81  billion  in  annual  sales.  He  declines 
to  comment  on  any  negotiations,  but  the 
Silicon  \'alley  rumor  mill  has  been  talk- 
ing of  deals  with  Novell,  Echelon,  or 
Hewlett-Packard — which  already  owns 
5'~'f  of  3Com.  "There  was  probably  a  ba- 
sis to  all  three,"  savs  a  3Com  insider. 


The  strongest  rumor  had  3Com  buying 
Echelon  Coi-p..  a  net^vorking  startup, 
and  naming  its  chairman,  Rolm  Coi*p. 
founder  M.  Kenneth  Oshman,  CEO. 

Not  only  have  3Com's  tentative  deals 
collapsed,  but  the  surprise  Apr.  6  an- 
nouncement of  a  proposed  merger  of 
network  rival  Novell 
Inc.  and  Lotus  Develop- 
ment Corp.  (page  28) 
has  put  on  more  pres- 
sure. The  link  with  Lo- 
tus strengthens  Novell's 
NetWare,  the  leading 
program  for  running  PC 
And  that 
fur- 


3Com 


3C0M'S  CHOPPY 
EARNINGS 


networks, 
could  leave 
ther  behind. 

'FARM  TEAM.'    For  two 

years.  3Com  had 
worked  hard  to  make 
Microsoft  Corp.'s  lax 
Manager  a  sti'ong  NetWare  rival.  But 
recently,  saying  its  resources  were 
stretched  too  thin,  3Com  scaled  back 
joint  development  and  marketing  work 
with  Microsoft.  "Now,  the  game  is  Mi- 
crosoft and  Lotus,"  says  John  C.  McCar- 
thy, an  analyst  at  Forrester  Research 
Inc.  "3Com  is  a  farm  team  at  this  point." 
Things  aren't  that  bad.  Krause  insists. 


DALL  BUD6E  IMFOMUnON  STSTUIS IHC 
lOBESISOU  SUPHEKSSCO 


The  Lotus-Novell  merger  will  bem 
3Com,  he  says,  because  3Com  has  st£ 
ed  working  with  NetWare,  too.  Nov 
once  3Com's  most  bitter  rival,  appare 
ly  does  view  the  company  as  a  buddi 
ally.  "We'll  do  everj-thing  to  make  si 
they're  successful,"  says  Darrell  Mil] 
a  Novell  executive  \icepresident 

Still,  Krause's  turnaround  plan  see 
becalmed.  In  late  March,  3Com  repor 
a  37'^f  drop  in  third-quarter  earnings 
S6.7  million  on  flat  sales  of  S107  milli 
Analvsts  now  expect  that  revenues 
fiscal  1990,  ending  May  31.  will  be 
only  lO'^'f  over  last  year's  S386  millio: 
even  as  the  S4.8  billion  networking  n 
ket  grows  by  30'^f  annually.  Earnii 
art-  expected  to  slip  36'^,  the  first  ann 
drop  since  the  company  turned  pro 
able  in  1983.  3Com's  stock  now  trade 
about  13.  down  from  28%  last  May. 
BRIDGE  WORK.  A  big  reason  for  the  tr 
ble  is  oCom's  1987  alliance  with  Mi< 
soft.  At  the  time,  it  seemed  like  a 
boost  for  3Com,  which  was  a  lead 
supplier  of  hardware  for  connecting 
into  local-area  networks.  Microsoft's  L 
Manager  was  designed  to  nin  with 
2.  Mici*osoft's  more  advanced  opei-att 
system.  But  the  companies  didn't  f( 
see  how  slowly  OS/2  would  catch  on 
underestimated  the  strength 
NetWare,  which  has  65^^  of  the  marl 
"So  far,  L.\X  Manager  is  a  flop,"  s 
Gregoiy  P.  Francfort.  an  analyst 
First  Boston  Corp.  3Com's  L-\x  Manai- 
sales  began  18  months  ago  but  have  i 
er  exceeded  10'>  of  revenues. 

The  L.\x  Manager  letdown  came 
paiticularly  bad  time  for  the  Santa  CI  ^ 
(Calif.)  company.  At  about  the  same  t 
that  it  cast  its  lot  with  Microsoft,  3( 
also  acquired  Bridge  Communicati 

 1  Inc..  a  company  wh/ 

"internetworking"  pijj 
ucts  link  PC  locak 
networks  based  in  ^ 
ferent  buildings  or  e 
in  different  cities.  ' 
merger    did  not 
smoothly.  Bridf 
founders  soon  left,  ^ 
Krause  says  his  eff' 
to  meld  the  two  op 
tions  distracted 
from  3Com's  other  p 
lems.  And  despite  hii  ^ 
foi-ts,  3Com  fell  bel 
the  important  market  for  in 


networking  technology'. 

While  all  this  was  happening,  Kn 
was  also  tiying  to  build  a  direct-s, 
force.  That  move  angered  dealere, 
stopped  promoting  3Com  products.  " 
customei-s  were  also  confused  alfc' 
who  they  should  buy  from,"  says  De 
Graham,  president  of  Wordlink  Inc 


in; 
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dealer  in  Champaign,  111.  Even 
s  core  hardware  line — cards  that 
PCs  into  networks — came  under 
ire  because  of  tough  price  competi- 
•om  overseas  suppliers, 
sr  the  New  Renaissance  Plan.  The 
says  Krause,  a  14-year  veteran  of 
tt-Packard  Co.,  is  to  turn  3Com 
1,  "network  systems  supplier." 
e  wants  3Com  to  be  a  single 
■  for  hardware  as  well  as  network 
pplications  software.  A  humbler 

will  support  both  L.\N  Manager 
etWare  and  is  focusing  software 
pment  on  applications  such  as 
)nic  mail. 

use  has  also  backed  off  from  di- 
iles.  To  appease  dealers,  3Com  has 
ed  its  compensation  system  so  that 


3Com  cast  its  lot  with 
Microsoft,  and  both 
ludged  the  staying  power 
of  Novell's  NetWare 


salespeople  will  get  paid  for  sales 
ir  territories  no  matter  who  makes 
On  the  product  side,  the  company 
nally  brought  out  its  new  inter- 
rking  products.  And,  in  February, 
nnounced  that  it  will  use  3Com 
in  its  new  RS/6000  workstations, 
use  has  also  streamlined  3Com, 
g  the  number  of  divisions  from 

0  three  and  naming  an  e.xecutive 
-esident  for  each.  Eric  A.  Benha- 
a  former  Bridge  executive,  heads 
et  development,  and  Leslie  G.  Den- 

1  former  McKinsey  &  Co.  execu- 
runs  interna!  operations.  Former 
executive  Robert  J.  Finocchio  man- 
;he  sales  organization. 

SOAL.'  In  addition  to  shifting  most 
isibility  for  daily  operations  from 
;e,  the  reorganization  apparently 
les  3Com  co-founder  and  Director 
t  M.  Metcalfe.  The  former  Xerox 
scientist — who  developed  the  Eth- 

network — has  served  as  every- 
from  3Com  chairman  to  marketing 
resident.  Metcalfe,  43,  admits  that 
.s  angling  to  become  president  but 
arned  down  in  favor  of  the  triumvi- 
Krause  wants  Metcalfe  to  be  vice- 
nan,  but  Metcalfe  demurs,  saying 
till  "trying  to  find  a  new  goal." 
Luse  is  seeking  somebody  to  fill  his 

as  CEO.  But  for  now,  he's  plug- 
iway  at  his  turnaround  plan.  "The 
ds  are  still  visible,"  he  says.  "But 
itient  is  recovering."  Still,  don't  ex- 
1  quick  fix.  After  all,  the  original 
ssance  lasted  hundreds  of  years. 
/  Maria  Shao  in  Santa  Clam.  Calif, 
^eidre  A.  Depke  in  New  York. 


THE  PENINSULA 
GROUP 


The  One  hotel  group  whose 

name  is  synonymous  throughout  the  East 
with  traditional  standards  of  elegance, 
style  and  grace,  now  has  a  sparkling 
string  of  properties  that  stretches  through 
the  Pacific  to  the  Atlantic. 


The  Peninsula,  Hong  Kong 

The  Kowloon  Hotel,  Hong  Kong 

The  Manila  Peninsula,  Manila 

The  Peninsula,  New  York 

The  Peninsula,  Be\'erly  Hills  (opening  1991) 


The 

Peninsula 

GROUP 
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(ONCHRNED  (X^RPORATL  (  ITl/nXS: 

Hver  since  Ben  Franklin  in\en[eel  bifocals  and  the  por-bellied  stove,  Americans  have  been 
fascinated  by  technology.  Faich  m  technology  and  enthusiasm  tor  new  ways  of  doing  things  have 
brought  us  a  much-envied  standard  ot  living.  But  lately  there  is  a  sense  that  technology  has 
let  us  down:  that  we  have  polluted  the  clean  air  and  iresh  waters  that  were  our  birthright,  and 
degraded  the  quality  ot  the  environment. 

We  know  that  technology  is  not  the  problem  —  it's  how  we  manage  it  that  counts.  The 
overriding  concern  oi  the  199()  s  is  the  threat  to  our  global  environment.  There  is  no  longer  any 
question  that  human  activity  is  depleting  the  ozone  layer  and  altering  the  ver\-  composition  of 
the  atrnosphere.  The  world's  population  explosion  is  straining  our  resources.  And  if  there  is  no 
change,  by  the  end  ot  the  century  we  will  have  destroyed  an  area  ot  tropical  forest  one-third  the 
size  of  the  U.S.,  and  with  it  countless  numbers  ot  Earth's  species. 

We  at  Business  Week  feel  strongly  about  the  environment  and  the  need  tor  greater  corporate 
commitment  to  the  stewardship  ot  the  Earth.  We  know  that  many  of  you  are  addressing  your 
companies'  resp>onsibilities  in  this  area.  But  we  all  must  do  more  —  much  more.  Tropical 
deforestation  can  be  arrested  and  disappearing  species  saved;  poverty  alleviated  and  human 
population  stabilized;  soil  conserved  and  more  food  provided;  climate  change  contained; 
regional  and  global  pollution  reduced. 

The  answers  to  these  environmental  challenges  are  within  our  grasp.  But  success  hinges  on  a 
concerted,  urgent  effort  to  change  policies,  strengthen  and  replicate  successful  programs,  and 
launch  daring  initiatives. 

Business  Week  is  pleased  to  announce  a  definitive  special  advertising  section  titled  "AGENDA 
FOR  THE  2 1ST  CENTURY:  MANAGING  EARTH'S  RESOURCES.  "  It  will  be  published 
in  the  June  18,  1990  issue  and  read  by  more  than  7  million  business  leaders  worldwide. 
Support  will  need  to  come  from  corporate  advertisers  around  the  world. 

The  merger  of  environmental  and  economic  survival  is  the  single  most  important  issue  facing 
world  leaders  today.  We  are  counting  on  you,  as  stewards  of  the  Earth,  to  become  special 
partners  with  Business  Week  in  this  merger.  Together,  we  will  demonstrate  to  the  world's 
marketplace  that  corporate  environmentalism  is  good  business. 

Cordially, 

John  NX  Patten 
Publisher 


W  Swatzcraan,  bp^i"^  .    
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EE-RIKE!  STEINBRENNER 
ST  CAN'T  GET  A  HIT 


s  troubles  in  the  dockyard  as  well  as  the  dugout 


RACK:  WHILE  AMSHIP  LISTS,  STEINBRENNER  RELIES  ON  THE  YANKEES  FOR  INCOME 


i  pay  is  good,  the  hours  are 
,  K.,  and  you  get  to  meet  fasci- 
iting  people.  But  being  George 
ibrenner's  chauffeur  does  have  a 
tvback:  the  layoffs.  In  the  past  10 
the  volatile  New  York  Yankees 
las  fired  his  Tampa  driver,  John 
I,  more  times  than  Sibayan  can 
)er— only  to  hire  him  back  before 
turn  off  the  car.  Explains  Si- 
"I'm  the  first 
sees  after  he 
d  news." 
to  fasten  your 
elt,  John:  It 
s  if  Steinbren- 
in  for  a  rough 
His  American 
uilding  Co.  is 
The  company 
its  third 
t  money-losing 
n  September, 
ig  its  total 
since  1986  to 
lillion.  While  it 
at  a  tiny  profit 


THAT  SINKING 
FEELING 


AMERICAN 
SHIP  BUILDING 


D[C.;86 
A  CLOSING  SHARE  PRICE 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


in  this  year's  first  quarter,  AmShip's 
stock  is  in  the  doldrums,  its  unions  are 
restive,  and  Steinbrenner's  dream  of 
building  cruise  ships  has  apparently  run 
aground.  Even  Steinbrenner,  whose  fam- 
ily founded  AmShip's  predecessor  in  the 
late  19th  century,  agrees  that  its  future 
is  in  doubt.  His  goal  now  is  "to  be  a 
survivor,  to  keep  hanging  in  there." 
Steinbrenner,  59,  insists  AmShip  can 
stay  afloat  and  inde- 
pendent at  least 
through  1991,  thanks 
to  a  $49  million  con- 
tract to  complete  two 
Navy  tankers.  It  will 
even  turn  a  profit  this 
year,  he  predicts.  But 
it's  hard  to  see  how  he 
can  keep  the  profits 
coming.  In  September, 
before  the  Navy  con- 
tract, AmShip's  work 
backlog  totaled  only 
$10  million,  vs.  $58 
million  in  1987. 
Never  shy  about  ap- 
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1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                   Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

1 1 

Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 

1  7 

<;i  in 

27 
million 

cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back. .  by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken 

A  literate 
America  is  a 
good  investment. 


Coalition  for  Literacy 
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QUAIL 
LODGE 

CARMEL,  CA 


■"•^""'■rilllir'MllI?;!!!!!! 


Trib  UtjLf  fyiUBlL  5-ilAR  WirJ'JER 
BETWEEN  SAN  FRANCISCO 
AND  LOS  ANGELES 

Thats  why  business  leaders  stay  at 
Quail  Lodge    it's  ttieir  assurance  that 
our  service  and  accommodations  meet 
the  most  exacting  standards 
For  business  or  pleasure  it's  a  new 
dimension  in  luxury  and  comfort,  100 
decorator  rooms  and  suites  Ideal  facilities 
for  executive  meetings.  Gourmet  dining, 
championship  golf  and  tennis  Nature 
trails,  jogging  paths,  charming  Carmel 
and  ocean  beaches  |ust  minutes  away 
Call  Val  Younc  for  a  color  brochure 
(408)  624-1581  OR  write  8205  Valley 
Greens  Drive  Carmel.  CA  93923 
FAX  No  (408)  524-3726. 
For  reservations  in  California  call 
(800)682-9303  other 
states  1800)  538-9516    'I  li^fn^DrtbTCLS' 


122  3USl'CSS  V'/EEK,' APRIL  23.  1990 


J 


f  t 


portioning  the  blame,  Steinbrenner 
blasts  Washington  for  axing  merchant 
shipbuilding  subsidies.  He  also  rips  for- 
mer AmShip  executives.  Instead  of  ag- 
gressively chasing  Navy  contracts,  he 
says,  they  wasted  time  on  an  ill-fated 
diversification  scheme:  building  barges 
on  which  they  could  make  artificial  crab- 
meat.  But  it's  hard  to  overlook  his  role 
in  AmShip's  troubles.  As  chairman,  he 
was  ultimately  responsible.  More  impor- 
tant is  his  impatience,  which  has  put  the 
Tampa-based  company's  management  in 
turmoil.  Since  1978,  he  has  run  through 
three  chief  executives.  Now  CEO  himself, 
Steinbrenner  is  looking  for  No.  5. 
'GEORGE  MUST  GO.'  Even  his  New  York 
Yankees,  which  should  be  a  pleasant  di- 
version, are  a  mess.  The  1980s  was  the 
only  decade  in  the  team's  storied  history 
when  they  didn't  win  a  World  Series, 
and  fans  have  taken  to  chanting: 
"George  must  go!"  The  1990s  haven't 
started  off  more  smoothly. 

In  March,  New  York's  Daily  News 
revealed  that  Steinbrenner  paid  $40,000 
to  Bronx  gambler  Howard  Spira.  Now 
under  indictment  by  the  Tampa  U.  S.  At- 
torney on  charges  that  he  tried  to  extort 
more  money  from  Steinbrenner,  Spira 
isn't  talking.  But  he  has  claimed  Stein- 
brenner paid  the  $40,000  for  dirt  on  Yan- 
kee Dave  Winfield.  Steinbrenner  has 
said  he  talked  with  Spira,  who  once 
worked  for  Winfield,  only  because  he 
had  information  about  Winfield's  chari- 
table foundation.  The  owner  must  con- 
tribute to  the  foundation  as  part  of  Win- 
field's  contract,  but  for  several  years,  he 
withheld  funds,  charging  that  the  foun- 
dation was  mismanaged.  Major  League 
Baseball  is  investigating.  If  it  decides 
Steinbrenner  was  "consorting"  with  the 
gambler,  it  could  fine  the  owner  and  ban 
him  from  actively  running  the  Yankees 
for  a  season  or  more. 

Steinbrenner's  life  has  been  entwined 
with  the  team  for  17  years.  After  failing 
to  buy  his  hometown  Cleveland  Indians, 
he  joined  up  with  a  group  of  investors  to 
acquire  the  Yankees  from  CBS  Inc.  for 
$10.8  million  in  1973.  The  next  year,  he 
was  indicted  for  illegal  contributions  to 
Richard  M.  Nixon's  reelection  campaign, 
and  he  pleaded  guilty  to  a  lesser  charge. 
He  was  later  pardoned  by  President 
Reagan.  Lately,  Steinbrenner's  influence 
has  spread  to  the  U.  S.  Olympic  Commit- 
tee, where  as  a  vice-president,  he  has 
helped  out  with  television  contract  talks. 

Steinbrenner  doesn't  shy  from  con- 
frontation. He  clashes  publicly  with  his 
star  players,  and  he  has  created  a  re- 
volving dugout  door  for  Yankee  manag- 
ers. Even  his  ardent  backers  say  Stein- 
brenner's capriciousness  trips  up  the 
club.  Former  General  Manager  Cedric 
Tallis  saw  eight  field  managers  come 


and  go  in  his  seven-year  tenure.  Sb 
brenner's  tirades  against  Yankees  v 
don't  live  up  to  his  expectations  squ 
much  of  his  leverage  when  trading  p 
ers.  When  he  gets  ready  to  make 
trade,  says  one  former  Yankee  gem 
manager,  "everyone  knows  it's  fire 
time." 

Steinbrenner,  who  owns  559^  of 
team,  won't  say  how  much  it  makes, 
it's  a  lot.  The  team  has  baseball's  b 
paid  player  (Don  Mattingly,  $19  mil 
for  five  years)  and  the  richest  cabU 
contract  (some  $400  million  for  12  ye£ 
Subtracting  expenses  from  the  tea 
approximate  revenues  shows  an  ope 
ing  profit  of  about  $50  million.  This  n 
ey,  combined  with  some  income  from 
Ocala  (Fla.)  horse  farm  and  a  coupl 


Steinbrenner  listens  to 
offers  for  the  Yankees  only 
flatter  himself.  He  will  nev( 
never  sell  that  team' 


hotels,  has  helped  Steinbrenner 
AmShip  going.  He  hasn't  taken  any  s 
ry  from  AmShip  since  1987,  and 
year,  he  lent  it  $1.5  million.  He 
533,000  AmShip  shares,  bringing 
stake  to  24','^.  "He  only  listens  to  of 
[for  the  Yankees]  to  flatter  himsi 
says  friend  William  D.  Fugazy,  a 
operator.  "He  will  never,  never  sell 
team."  Steinbrenner  wants  to  pass 
team  on  to  his  four  children. 
FED  UP.  He  has  gone  to  great  lengtH 
keep  AmShip  in  the  family,  too.  Hisi 
grand  plan  to  turn  it  around  was  bi 
ing  Hawaiian  cruise  ships.  In  1988,  i 
Ship  workers  made  a  number  of  v) 
concessions,  partly  to  kickstartj 
cruise  business.  He  also  sought  goM 
ment  loan  guarantees  covering  15'. 
the  cost  of  building  the  ships.  Yet 
project  went  nowhere,  and  last  yea 
withdrew  his  loan-guarantee  applica 

Now,  Steinbrenner  is  hanging 
hopes  on  Congress.  Lawmakers  ma^ 
quire  tankers  in  U.  S.  waters  to 
double  bottoms,  to  protect  agains 
spills.  That  could  mean  some  worl 
AmShip  down  the  road.  But  in  the  n 
time,  AmShip  workers  are  fed  up. 
Henry  V.  Valenti,  president  of  the  ' 
pa  Metal  Trades  Council:  "Guys  are 
ing  that  if  the  yard  is  going  to  go  u: 
let  it  go  under."  That's  not  exactlj 
Yankee  spirit.  But  unless  Steinbre 
can  somehow  drum  up  more  busi 
his  will  to  win  may  not  count  for  n 

By  Antonio  A'.  Fins  in  Tampa,  mti 
Payne  in  Washington 
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ASKS  ENTREPRENEURS 


Is  Your  Business  Taking  Over  Your  Life? 


Introducing  an  important  new  forum  exclusively  for 
entrepreneurs,  their  spouses  and  tieirs. 


You  founded  your  business  on  a  dream  and  a  few  dollars. 
Stuck  with  11  when  others  thought  you'd  never  make  it.  And 
it  paid  off.  Today  you'rea  success-and  facinga  whole  new 
assortment  of  personal  and  professional  dilemmas. 

How  to  IVleet  the  Challenge 
of  Successful  Ownership 

To  help  you  meet  the  unique  challenges  that  come  only 
from  ownership  of  a  successful  business,  BusinessWeek 
has  created  BEYOND  ENTREPRENEUKSHIP.  The  Business 
Week  Forum  of  Business  Owners. 
BEYOND  ENTREPRENEURSHIP  is  not  for  managers.  Its 
not  for  employees.  It  is  for  those  founders  and  owners  who 
have  taken  the  risks  and  reaped  the  rewards  of  creating  a 
privately-held  business. 

Business  Week  has  also  created  two  days  of  special 
seminars  for  your  spouse-a  series  of  roundtable  discus- 
sions and  workshops  addressing  the  diverse  challenges 
of  marriage  to  an  entrepreneur.  Plus,  your  sons  and 
daughters  are  invited  to  a  closed  door  session  where  they 
can  meet  privately  to  discuss  their  experiences  dealing 
with  inherited  wealth  and  working  in  your  business. 

IVleet  with  the  [\atlon's  Best  Business  IVllnds 

BusinessWeek  will  place  you  face  to  face  with  some  of  the 
best  business  minds  in  the  country.  You'll  hear  keynote 
speaker,  Peter  V.  Ueberroth,  investor  and  Managing 
Director  of  the  Contrarian  Group.  Inc..  and  get  keen 
insights  from  family  business  experts  John  Davis,  John 
Ward,  and  Roy  Williams,  inherited  wealth  specialists 
Dr.  Joanie  Bronfman  and  Linda  Pritzker,  small  business 
economists  like  William  Dunkelberg  and  Tom  Gray,  plus 
many  other  prominent  business  thinkers. 

You'll  take  home  dozens  of  ideas  you  can  use  from  the 
more  than  25  full  group  and  breakout  sessions  including: 


•  How  to  Make  Your  Decision  Making  Style 
Kil  Your  Company 

•  hlow  to  Maintain  a  Balance  Between  Work  &  Your 
Private  Life 

•  How  to  Maximize  Your  .Assets 

•  How  to  Finance  Your  Next  Growth  Phase 

•  How  to  Fight  For  and  Win  the  Best  Workers 

AND  MICH  \10RE! 

For  IVIore  Information 

Space  is  limited-so  register  today.  BEYOI\D 
EIVTRKPREMtlliRSHIP  could  make  a  real  difference 
to  your  business,  your  family-and  to  you. 

Call  TOLL  FREE  (800)  962-8592.  or  fax  (212)  967-5847. 
Or  if  you  prefer,  write  to  BusinessWeek  Conference/(jRP. 
323  West  39th  St.,  5th  fl..  New  York.  NY  10018. 


BEYOND  ENTREPRENEURSHIP 

A  Business  WeekEorum  of  Business  Owners 
May  10  and  11,1990 
Westin  St.  Francis  Hotel,  San  Francisco,  California 

Presented  in  association  with 
American  Society  of  CLl'  and  ChFC 
Apple  Computer  Inr. 
Capital  Guardian  Trust  Company 
The  Geneva  Companies 
KPMG  Peat  Marwick 
Metropolitan  Life  Insurance  Company 
IVIorrlson  &  Foersler 


Call  (800)962-8592  or  EAX  (212)  967-5847  for  more  information. 


AIG  Issues  Forum 


Why  establishing 
insurance  program 


IrSNOTAPREmPICRRE. 

Scientists  warn  that  the  probabilit}'  of  a 
cataclysmic  earthquake  striking  the  United 
States  is  becoming  greater  all  the  time. 

They're  not  just  talking  about  Qtlifornia, 
either  A  major  quake  might  well  strike  the 
East  Coast  and  Nl  id  west. 

Such  an  earthquake,  measuring,  say,  8.0 
on  the  Richter  scale,  could  result  in 
thousands  of  deaths.  With  propert)"  losses 
alone  reaching  S70  billion. 

THE  ENTIRE  COUNTRY  WOULD  SUFEER. 

Consider  this. 

Were  a  major  earthquake  to  strike  a  city 
like  Los  Angeles,  St.  Louis  or  New  York,  the 
entire  country  wmld  pa)'  the  price.  And  the 
impact  would  extend  far  be\'ond  the  deaths, 
personal  injur)'  and  property  damage  in  the 
immediate  quake  area. 

Start  with  disruption  of  critical  energ)' 
and  communication  lines,  food  distribution 
and  transportation.  Add  the  problems  m 
the  hnancial  markets  that  would  ine\itablv 
arise  as  the  insurance  industry  mobilized 
the  funds  to  pa)'  massi\'e  claims. 

Worse  \'et,  the  insurance  industry, 
drained  of  cash,  might  be  unable  to  raise 
new  capital  to  meet  ongoing  obligations  and 
offer  new  coyerages  in  the  future. 

As  a  nation,  we  can't  afford  to  let  this 
happen.  \^t  it  easily  could. 

WE  NTED  TO  BE  BEHER  PREPARED. 

Destructiye  earthquakes  will  continue  to 
occur  throughout  the  world.  The  onK'  real 
uncertainties  are  when  and  where. 


Minimizing  their  effects  calls  for  some  fre;| 
thinking.  That's  where  the  Earthquake 
Project  comes  in. 

The  Earthquake  Project  is  supported 
companies  that  haye  been  working 
indi\iduall)'  and  through  trade  groups  for 
se\'eral  years  to  la)'  the  groundwork  for    \ . 
legislation  to  address  this  problem.  Our  gci 

 iT 


deral  earthquake 
tal  for  all  Americans. 


)  protect  the  integrity  of  our  economy  in 
event  of  a  major  quake, 
.nd  to  make  earthquake  insurance 
liable  and  affordable  to  every  American 
leowner  and  business. 

\  GOVERNMENT-INDUSTRY  PARTNERSHIP 
APPROACH. 

he  proposed  legislation  would  create  a 
Tal  earthquake  insurance  program 
sd  on  a  government-industry 
tnership.  The  program  would  increase 
number  of  homeowners  purchasmg 
arance,  thereby  spreading  the  cost  of 
.  more  broadly  As  a  result,  rates  would 
generally  lower  than  they  are  today  and 
^rage  would  be  more  affordable. 
Luother  feature  of  the  program  would  be 
creation  of  a  federal  earthquake 
isurance  corporation.  Commercial 
.irance  companies  could  purchase 
itional  reinsurance  from  this 
poration  to  supplement  their  existing 
acity  This  extra  layer  of  protection 
lid  come  into  play  in  the  event 
jrance  industry  earthquake  losses 
ieded  some  predetermined  large  figure- 
$8  billion. 

Irs  NOT  A  MAHER  OF  CHOICE. 

Vith  such  a  program  in  place,  compen- 
on  could  be  available  to  every 
:hquake  victim  suffering  property 
es.  Moreover,  the  reinsurance  aspect  of 
plan  would  assist  the  insurance 
jstry  in  performing  its  role  of  efficiently 
eating  the  resources  needed  for  rapid 


recovery  and  for  rebuilding  our  economy 

As  we  see  it,  a  federal  earthquake 
insurance  program,  undertaken  with  the 
participation  of  government,  business  and 
American  honreowners,  is  no  longer  a 
matter  of  choice. 
Its  a  necessity 

Why  is  AIG  running  ads  like  this? 

AIG  (American  International  Grmp)  is  the 
nation's  largest  underwriter  oj  conumrcial  and 
industrial  insurance,  and  the  leading  U.S.- 
based  international  insurance  and  financial 
services  organization. 

The  nature  oj  mr  hisiness  means  wc  deal 
every  day  vAth  issues  ranging  from  natural 
disasters  to  political  risk.  Not  to  mention  other 
issues  affecting  the  future  of  the  world  economy. 

AIG  is  a  founding  member  oj,  and 
partkipant  in,  The  Earthquah  Project.  We 
believe  the  American  public  shadd  uriderstand 
the  probable  cxtaU  of  devastation  from  a 
major  cartliLiuak\  And  the  ways  wc  as  a 
naticm  can  prepare  to  deal  with  it. 

Let  your  elected  ofjicials  know  what  you 
think  of  this  proposal.  Or  if  you'd  lilic  to 
express  your  viav.s  to  AIG,  write  M.R. 
Greaiberg,  Chairman,  AIG,  70  Pine  Street, 
New  York,  NY  10270. 


World  leaders  in  insurance 
and  financial  services. 
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SHOULD  YOU  TAKE  YOUR 
AT  RETIREMENT? 


LUMP 




takes  a  large  cut.  But  n  ;  . 
early  retirees  wait  until  ^ 
last  moment  to  decide  wh; 
do  with  the  money.  "Moi  «u 
the  people  I  see  come  tc  ° 
during  the  latter  part  of  fol 
60-day  period,"  says  1  ■ 
Robertson,  a  first  vice-f  ^'^ 
dent  at  Dean  Witter  Reyi 
in  Houston.  ^ 
ANNUITY  CHOICES.  The  63  lust 

solution  is  to  take  a  com{ 
offered  annuity,  which  i  Bjjs 
ten  paid  out  of  a  corp 
trust  fund.  You  usually  isto 
a  choice.  One  option  is  s\ 
gle-life  annuity,  which 
a  monthly  sum  for  as  lorj 
you  live  but  doesn't  p; 
for  your  survivors  after 
death.  Or  you  can  chocj 
joint-and-survivor  am 
that  pays  out  less  per  m: 
If  you  die  first,  howevil) 
continues  paying  a  bemjtjjj 




When  a  60-year-old 
enteilainment  exec- 
utive was  given  the 
chance  recently  to  take  early 
retirement,  the  incentives  her 
employer  offered  were  gener- 
ous enough  to  make  it  worth 
her  while.  Then  came  the  hard 
part:  deciding  what  to  do  with 
her  $210,000  pension. 

Several  years  ago,  she 
probably  would  have  taken  a 
company  annuity  that  paid 
her  a  fixed  sum  annually  for 
the  rest  of  her  life.  But 
changes  in  pension  laws  dur- 
ing the  1980s  have  led  a  grow- 
ing number  of  companies  to 
give  early  retirees  their  pen- 
sions in  one  lump  sum.  (Pen- 
sion money  is  not  the  same  as 
funds  in  a  401(k)  savings  plan, 
which  can  always  be  taken  ei- 
ther in  an  annuity  or  a  lump- 
sum distribution.) 


The  prospect  of  such  a  pile 
of  cash  might  seem  exhilarat- 
ing. But  "this  is  sudden  mon- 
ey, and  people  with  sudden 
money  are  very,  very  vulnera- 
ble to  a  sales  pitch,"  says 
George  Barbee,  executive  di- 
rector of  personal  financial 
services  at  Price  Waterhouse. 
Advisers  sav  vou  should  avoid 


problems  by  planning  well 
ahead,  or  at  least  as  soon  as 
an  early  retirement  option 
surfaces. 

Another  reason  for  preplan- 
ning: Once  you  choose  the 
lump-sum  option,  you  have 
just  60  days  to  roll  the  money 
over  into  a  tax-deferred  ac- 
count. Otherwise.  Uncle  Sam 


OPTIONS  FOR  A  LUMP-SUM  DISTRiBUTiON 

If  you  're  age  55  and  mamed,  with  S106,000 you  can: 

►  Take  a  joint-and-survivor  annuity  that  will  pay  you  $9,500  a 
year  for  life  (and  half  that  amount  to  your  spouse,  if  you  die) 

►  Roll  it  over  tax-free  into  an  IR.'\,  which  would  earn  8%  a  year 
and  allow  you  to  withdraw  $9,500  a  year  for  26  years 

►  Roll  it  over  tax-free  into  an  IRA  and  let  it  earn  8%  tax-deferred 
for  five  years  without  anj-  withdrawals.  That  would  allow  you  to 
withdraw  $12,000  a  year  for  life 


J? 
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1  half  to  all  of  your 

allotment  for  life, 
u  have  other  income 
?tirement,  such  as  a 
;  salary,  income  from 
and  Social  Security 
,  it  might  make  more 
5  roll  over  the  lump- 
tribution  into  an  indi- 
•etirement  account  or 
sly  established  Keogh 
here  it  maintains  its 
rred  status.  By  leav- 
money  alone  for  sev- 
.rs,  you  can  enjoy  the 
iding  effect  of  tax-de- 
iterest  and  boost  your 
ent  income  (table). 
3u  are  not  legally  re- 
to  start  withdrawing 
1  IRA  until  age  70  Va, 
tirees  can  amass  quite 

and  other  concerns  ul- 
swayed  the  enter- 
t  executive.  She  could 
ten  a  single-life  annu- 
ig  $23,000  a  year  or  a 
i-survivor  version  pay- 
),000.  But  her  hus- 
salary  was  enough  to 
them  both.  So,  she  de- 
)  roll  the  lump  sum 
,0  an  IRA  and  get  9% 
rred  interest  by  in- 
in  certificates  of  de- 
•easury  securities,  and 
rporate  bonds, 
five  years,  the  amount 
ippreciate  to  $320,000. 
65,  she  will  then  be 
withdraw  $29,000  in  in- 
innually  for  life,  or 
a  year  in  interest  and 


ght  make  sense 
oil  the  money 
into  an  IRA 


1  until  she  reaches  age 
n  the  money  runs  out. 
itions  offer  more  than 
income.  "We  encour- 
nts  to  make  their  pen- 
3  cash-flow  generator 
fesort,  so  they  can  let 
up  as  an  inflation 
r  medical  contingency 
;ays  Joel  Isaacson,  di- 
of  personal  financial 
f  at  Weber  Lipshie  in 
irk. 

you're  deciding  be- 
n  annuity  and  a  lump 


sum,  keep  in  mind  that  a  key 
factor  is  whether  your  pen- 
sion will  be  your  main  source 
of  income  after  you  retire.  If 
that's  so,  an  annuity  is  proba- 
bly your  safest  bet  because  it 
promises  a  set  amount  for  the 
rest  of  your  life. 

Some  people  think  they  can 
do  better  than  the  company 
plan  by  taking  a  lump  sum 
and  investing  it  themselves. 
But  you  could  shortchange 
yourself  by  relying  too  closely 
on  actuarial  tables  to  figure 
your  lifespan.  "You  could  be 
among  the  507<-  who  outlive 
such  statistics,"  advises  Paul 
Westbrook,  a  financial  plan- 
ner in  Watchung,  N.  J.  He 
tacks  on  10  years  to  a  client's 
life  expectancy  when  figuring 
individual  income  needs. 
BIG  TAX  BITE.  You  may  want 
to  withdraw  the  entire  lump 
sum  instead  of  rolling  it  over 
if  you  need  the  cash  now  to 
buy  a  home  or  start  a  new 
business.  The  taxes  on  a  lump 
sum  can  be  significant.  How- 
ever, if  you  were  50  years  of 
age  or  older  on  Jan.  1,  1986, 
the  government  allows  you  to 
forward-average.  That  means 
you  can  pay  taxes  on  the  pro- 
ceeds as  if  you  were  receiving 
either  five  or  10  different 
distributions  at  a  lower  tax 
base.  The  entertainment  exec- 
utive, for  instance,  would 
have  owed  $47,000  in  taxes 
on  $210,000,  using  five-year 
averaging. 

If  you  were  under  50  at 
that  time,  you  will  have  to 
wait  until  you  turn  59  to 
qualify  for  five-year  forward- 
averaging.  Otherwise,  you 
will  have  to  pay  your  full  tax 
rate.  If  you  are  under  55,  a 
107'  penalty  is  tacked  on.  Fur- 
thermore, if  you  roll  over  only 
half  of  your  lump  sum  and 
take  the  other  half  as  cash, 
you  lose  the  forward-averag- 
ing privilege  and  will  be  fully 
taxed  on  the  cash. 

So,  if  you  can  hold  off 
spending  your  pension  until 
you  really  need  to,  advisers 
suggest  that  you  roll  over  the 
balance  into  an  IRA.  If  you 
know  how  to  manage  your 
money — or  trust  someone 
who  does — chances  are  you'll 
be  able  to  beat  the  annuity 
rate  and  live  more  comfort- 
ably later  on.       Bruce  Hager 


Driving 

A  RAGTOP  MERCEDES 

AS  EYE-POPPING  AS  ITS  STICKER 


The  new  Mercedes-Benz 
convertible  two-seater  is 
deceptively  docile.  Press 
gently  on  the  accelerator  and 
the  500SL  eases  forward.  Tap 
a  button  and  the  cloth  top  qui- 
etly rises  and  locks  into  place. 
Press  more  buttons  and  the 
steering  wheel  adjusts,  the 
seats  glide,  and  the  three 
rearview  mirrors  shift. 

The  1990  model  is  far  more 
than  a  gizmo-packed  luxury 
liner,  though.  Stomp  on  the 
gas  and  it  leaps  to  60  mph  in 


steady  on  hard  corners.  And 
the  ride  is  soothingly  quiet. 
Although  its  top  speed  of  155 
mph  doesn't  match  that  of 
such  rivals  as  the  $75,000,  165- 
mph  Porsche  928,  the  500SL  is 
miles  ahead  in  comfort. 

Mercedes  engineers  took 
pains  to  make  this  car  safe. 
Should  it  start  to  tip,  a  roll 
bar  behind  the  seats  pops  up 
to  protect  occupants.  Safety 
belts,  built  into  strong,  mag- 
nesium-framed seats,  cinch 
tight  in  a  crash.  And  air  bags 


THE  POWERFUL  500SL:  $83,500  AND  A  SIX-MONTH  WAITING  LIST 


six  seconds,  the  sound  of  its 
sophisticated  5-liter  V-8  rising 
in  a  muffled  howl.  Throw  it 
into  a  tight  turn  and  it  flashes 
through  with  a  steady  grip. 
HEAD-TURNER.  Despite  a 
heart-stopping  $83,500  price 
tag  (plus  $1,300  gas-guzzler 
tax),  the  500SL  has  been  a  hot 
seller  since  its  North  Ameri- 
can debut  late  last  year.  Deal- 
ers report  waiting  lists  of  six 
months  to  a  year.  The  few 
cars  that  are  immediately 
available  usually  command  a 
premium  of  $15,000  or  more. 

The  500SL's  broad,  low 
snout  and  rounded  edges 
make  it  a  real  head-turner. 
And  in  true  Mercedes  form, 
nearly  everything  functions 
masterfully.  The  four-speed 
automatic  transmission  makes 
seamless  shifts.  Coil  springs 
and  gas-charged  shocks  soak 
up  bumps,  yet  hold  the  car 


siiield  both  occupants  in  a 
head-on  collision.  Also,  the 
car's  disk  brakes  can't  lock  in 
a  panic  stop,  helping  the  driv- 
er maintain  steering  control 
even  on  slick  pavement. 

But  for  all  its  sophistica- 
tion, the  500SL  does  have  a 
glaring  oversight:  no  traction- 
control  system  to  keep  the 
rear  wheels  from  slipping  on 
wet  or  icy  roads.  A  car  this 
fine — and  expensive — ought 
to  have  one. 

If  you  can't  wait  a  year,  or 
won't  pony  up  a  hundred 
grand,  Mercedes  offers  the 
same  car  with  a  six-cylinder 
engine,  the  300SL.  It  goes  for 
$72,500  with  six-speed  manual 
transmission,  $73,500  with 
automatic.  The  wait  is  just 
three  months.  With  228  horse- 
power and  a  top  speed  of  143 
mph,  the  300SL  is  no  slouch 
either.  David  Woodruff 
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Travel 


BEST  LITTLE 
TRAIN  RIDE  IN 
CALIFORNIA 


Genleel  service  is  re- 
turning to  the  U.  S. 
rails.  Last  year  an  ex- 
travagant overnighter,  the 
American-European  Express, 
made  its  debut  on  the  Wash- 
ington-Chicago route.  Now, 
from  the  people  who  bring 
you  Princess  cruises,  comes 
the  California  Sun  Express: 
daily  deluxe  service  between 
Los  Angeles  and  Oakland 
along  the  spectacular,  476- 
mile  Pacific  Coast  run. 

One-way  on  the  Sun  Ex- 
press costs  S179  without 
meals.  That's  far  more  than 
the  $71  Amtrak  charges  for 
its  Coast  Starlight  train, 
which  pulls  the  Sun  Express 
car  along.  But  the  Sun  Ex- 
press' bubble-domed  observa- 
tion deck  gives  incredible 
views  in  every  direction.  The 
seats  are  reserved  and  com- 
fortable. And  you  get  to  dine 


on  lobster-filled  ravioli  instead 
of  more  plebeian  fare. 

Indeed,  from  start  to  finish, 
the  11-hour  journey  is  a  treat. 
You  can  book  a  seat  through 
any  travel  agent  or  directly 
through  Princess  Rail  Tours 
(800  835-8907).  Tour  reps  meet 
passengers  at  Los  Angeles' 
Ljiion  Station  before  the  9:55 


a.m.  departure  and 
show  them  to  a 
gleaming,  blue- 
and-white  car,  built 
in  1952  and  totally 
refurbished. 
BIRD  SHOW.  Pas- 
sengers climb  to 
the  observation 
deck,  where  they 
choose  among  64 
upholstered  seats 
arranged  around 
sturdy  oak  tables. 
On  the  dining  level 
Delow,  tables  are 
>et  with  linen 
rloths  and  fresh 
flowers.  As  soon 
as  the  train  starts 
nlling,  reserve  the 
irst  seating  for 
•runch.  There  are 
three,  and  if  you 
dally,  you  won't  be 
eating  until  well 
after  noon.  Brunch  for  two, 
with  drinks,  shouldn't  run 
more  than  $35.  Try  the  blue- 
berry pancakes,  mushroom 
omelette,  or  seafood  pasta. 

By  the  time  you  climb  back 
to  your  seat,  the  Sun  Express 
has  reached  the  coast.  There 
you  may  see  porpoises  swim- 
ming beyond  the  surf  and  pel- 


icans di\ing  for  lunch, 
land,  rugged  chaparral, 
ted    with  wildflowers 
spring,  gives  way  to  ro 
peaks. 

If  you  don't  want  to  gc 
the  way  to  the  Bay  Avei 
one  day,  you  can  break  up 
trip  by  staying  overnigh' 
the  Inn  at  Morro  Bay 
San  Luis  Obispo.  The  pack 
deal,  including  meals  on 
train,  costs  $379. 
CANNED  MUSIC.  The  Sun 
press  offers  old-fashio 
pampering,  and  most  will 
come  its  modern  no-smo! 
policy.  Still,  for  the  rail  pu 
the  trip  may  have  too  muc 
a  cruise-ship  atmosphere, 
host  comes  on  the  intercc 
bit  too  often  with  lame  jc 
and  at  odd  intervals,  cai 
music  is  piped  in. 

But  such  concerns  seen 
nor  as  you  slip  back  foi 
other  sumptuous  meal, 
ner  for  two  with  wine  wil 
about  $70.  The  smoked  s 
on  appetizer  is  delicious, 
the  prime  rib  is  tender.  li 
wait  until  the  last  seatinj 
need  to  go  back  upstairs, 
ter  to  linger  over  wine 
coffee  until  the  train 
into  Oakland.        Eric  S 


Just  a  couple  of  years  ago, 
bankers  were  stumbling 
over  each  other  to  sign  you 
up  for  a  home  equity  line  of 
credit,  hels  were  a  tailored 
response  to  the  1986  Tax  Re- 
form Act,  which  phases  out 
interest-rate  deductions  on 
consumer  loans.  The  tax  ad- 
vantage is  a  persuasive  ar- 
gument. This  year,  you  can 
deduct  only  10^5  of  the  inter- 
est on  consumer  loans;  next 
year,  nothing.  For  HELs,  you 
can  deduct  interest  on  as 
much  as  $100,000. 

But  don't  expect  any  spec- 
tacular deals  if  you  go  shop- 
ping for  a  HEL  these  days. 
The  floundering  real  estate 
market  has  meant  tighter 
loan  standards.  And  banks 
are  emphasizing  income  and 
credit  histon.-.  Moreover,  the 
Home  Equity  Loan  Consum- 
er Protection  Act,  which  took 
effect  last  November,  re- 
quires more  paperwork  from 
lenders,  raising  costs. 
That  doesn't  mean  savings 


Smart  ]\Ionev 


LOOKING  FOR  A  HOME  EQUITY 
LOAN?  LOOK  GIREFULLY 


can't  be  had.  Springtime  de- 
mand for  home  equity  loans 
is  usually  strong,  as  consum- 
ers contemplate  home  re- 
pairs and  approaching  vaca- 
tions. And  banks  are 
offering  specials. 
LOW  FEES.  Most  lenders  are 
waiving  points  that,  in  the 
past,  have  averaged  1%  of 
the  loan.  Many  offer  breaks 
on  application  fees,  title 
search  and  insurance,  ap- 
praisals, and  attorney  fees, 
which  can  add  up  to  $800. 
Chances  are,  borrowers  can 
also  obtain  a  waiver  of  the 
annual  fees  that  banks  levy 
to  maintain  the  credit  line. 

Still,  many  lenders  have 
trimmed  loans  to  10  years 
from  15  years.  Fleet/Norstar 


in  Providence  offers  a  five- 
year  line  of  credit,  with  the 
option  of  another  five-year 
line  if  the  customer  wants  it 
and  the  bank  approves.  And 
few  banks  or  thrifts  offer  a 


Many  banks  have 

abandoned 
low  teaser  rates 


HEL  where  the  total  loan 
amount,  including  the  first 
mortgage,  exceeds  75%  of 
the  value  of  your  home.  In 
1989  some  lent  up  to  85%. 

Many  banks  have  also 
abandoned  low  teaser  rates. 


Most  charge  a  variable 
that  ranges  from  1.5 
points  over  the  prime, 
rently  10%.  For  insta 
Connecticut  National  E 
in  Hartford  offers  a  10-; 
credit  line  at  1.5  points 
prime,  or  11.5%,  with  an 
lifetime  cap. 

As  for  income,  most  b; 
ers  prefer  that  your 
bined  monthly  debt  expe 
not  exceed  28%  of  your 
income.  This  includes 
ing  revolving  credit  I 
For  example.  Citizen 
Southern  National  Ban 
Atlanta  includes  3%  of  a 
rower's  credit  card 
even  if  the  outstanding 
ance  is  zero.  fti',' 

Keep  in  mind  that  i 
many  lenders  require  oq  ^'(^'^ 
terest  payments  during 
life  of  the  credit  line, 
may  want  to  prepay  i 
principal.  If  not,  you  ( 
face  a  large  balloon  pay 
a  decade  or  so  down' 
road.  John  Mi 


1 28  BUSINESS  WEEK/APRIL  23,  1990 


PERSONAL 


Take  your 

MO  Card. 
^1  Ortakeyour 
chances. 

■  •  1 1  •  k 
1 1 « I  > 

•  kt 

*■*•!  All  across  America,  business  is  calling  on 

A*.  \  MCI.  You  should,  too. 

^  /.  Unlike  the  AT&T  Card,  with  the  MCI  Card ' 

i>     •  •        there's  never  a  chance  of  hidden  charges,  whether 
you  dial  direct  or  use  an  operator.  And  you  never 
have  to  read  payphone  labels,  listen  for  special 
recordings,  or  dial  differently  from  different 
phones. 

What's  more,  you  can  use  your  MCI  Card 
from  any  phone  in  the  U.S.  to  virtually  any  phone 
in  the  world.  And  when  you're  traveling,  you  can 
use  your  MCI  Card  with  MCI  CALL  USA'"  from 
a  growing  number  of  countries  all  over  the  world 
to  get  back  home.  Youll  always  get  an  English- 
speaking  operator,  and  save  money,  too. 

Of  course,  using  the  MCI  Card  assures  you 
of  unsurpassed  call  quality  As  well  as  savings 
over  AT&T's  standard  rates  month  after  month. 

So  if  you're  not  calling  with  the  MCI  Card, 
call  us  at  1-800-888-0800. 


»♦.«»»  . 
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Hotels 


NEW  YORK'S  NEWEST  HOTELS 
ARE  BUILT  FOR  BUSINESS 


Visitors  to  New  York  in 
the  next  few  weeks 
will  find  a  towering 
trio  of  brand-new  midtown  ho- 
tels displaying  "now  open" 
signs.  Both  the  flashy  Holi- 
day Inn  Crowne  Plaza  and  the 
stark  Macklowe  are  part  of 
a  construction  boom  that 
might  someday  erase  Times 


muted  lobby  with  polished 
pink  granite  walls  and  gleam- 
ing copper  panels  overhead. 

Opposite  the  front  desk,  a 
huge  restaurant,  Samplings, 
looks  out  over  the  Broadway 
street  scene.  The  menu  exem- 
plifies the  popular  "grazing" 
trend — encouraging  you  to 
dine  lightly  on  small  portions 


tech  stationary  exercise  bikes. 

Scheduled  to  open  on  May 
7,  the  52-story  Hotel  Mack- 
lowe (145  W.  44th  St.,  212  869- 
5800)  will  aim  almost  exclu- 
sively for  a  business  clientele. 
Consequently,  it  has  no  pool 
or  ballrooms  and  only  a  single 
restaurant.  Initial  rates  will 
be  $180  for  a  single  or  double 
room,  $850  for  a  suite. 
GUIDED  JOGS.  The  slate-gray 
skyscraper's  668  rooms  have 
two-line  phones,  and  all  TV 
sets  are  equipped  with  Mack- 
Tel,  an  interactive  communi- 
cations system.  It  lets  you  use 
the  set's  remote  control  to 


the  developer,  Macklo 
Corp.,  illegally  demolisl 
several  old  buildings  t 
housed  low-income  reside; 
Prevented  from  tearing  dc 
a  landmark  theater  adjac 
to  the  hotel,  Macklowe  is 
storing  it  to  its  1902  elega 
for  business  presentati 
and  fashion  shows.  It  she 
be  ready  next  fall. 

Owned  by  a  Japanese  h 
chain,  the  Rihga  Royal 
W.  54th  St.,  212  307-5000) 
Carnegie  Hall  opens  on  i 
26.  A  20%  discount  will  b 
effect  through  most  of 
summer  on  500  suites  nori 


The  Macklowe's 
MackTel  system 
lets  you  check  out 
electronically 

▼ 

The  Crowne  Plaza's 
mammoth  health 
club  has  a  tleet  of 
exercise  bikes  and  a 
50-foot  pool 


The  suites  in  the 
Rihga  Royal  are  al 
equipped  with 
two-line  phones 
and  built^n  VCRs 


Square's  tawdry 
image.  A  few  blocks  away, 
the  Rihga  Royal  is  an  all-suite 
luxury  hotel.  And  to  offset 
any  inconveniences  while  fin- 
ishing touches  go  on,  you'll 
find  some  attractive  discount 
rates. 

FLASHING  LIGHTS.  Since  it 
booked  its  first  guests  last 
December,  the  46-story 
Crowne  Plaza  (Broadwav  & 
49th  St.,  212  977-4000)  ■  has 
charged  $125  to  $145  for  sin- 
gle rooms  normallv  priced  at 
$175  to  $195.  The  base  of  the 
hotel  sports  ei  ough  red  neon 
and  flashing  white  lights  to 
rival  Las  Vegas.  But  things 
quiet  down  once  you're  past 
the  roomy  revolving  doors 
(with  three  vanes  instead  of 
four,  to  accommodate  lug- 
gage-lugging guests).  A  wide 
escalator  carries  you   to  a 


of  such  dishes  as  grilled  cala- 
mari  salad  with  dill  and  cu- 
cumbers ($11)  and  breast  of 
duck  with  red  cabbage  and 
currant  sauce  ($14).  The  770- 
room  hotel  also  has  a  newly 
opened  coffee  shop  and  the 
pricey  Broadway  Grill. 

For  business  travelers,  all 
rooms  have  two-line  direct- 
dial  phones,  and  a  central  fa- 
cility holds  duplicating,  fax, 
and  computer  equipment.  The 
mammoth  health  club  offers  a 
glass-domed,  50-foot  swim- 
ming pool  and  a  fleet  of  high- 


Worth  Noting 


■  RUGGED  R&R.  This  sum- 
mer, you  can  just  camp  out. 
Or  perhaps  you'd  like  to  re- 
store a  trail  in  the  Kentucky 
woods.  Or  even  help  build  a 
bridge  in  Vermont's  Green 
Mountains.  Under  an  Ameri- 


make  plane  reservations,  read 
your  phone  messages,  study 
theater  listings,  or  check  out 
of  the  hotel  electronically. 
Miss  a  huinan  touch?  The  fit- 
ness center  can  arrange  for  a 
personal  jogging  companion 
to  guide  you  on  early  morning 
or  late  evening  runs  along  un- 
familiar city  streets  or  Cen- 
tral Park  paths. 

Above  the  slender  tower's 
lobby  and  restaurant  is  a  con- 
ference center  with  33  meet- 
ing rooms.  To  get  in  early  on 
the  Times  Square  revamping, 


can  Hiking  Society  program, 
volunteers  spend  two  weeks 
helping  preserve  national 
parks  and  forests.  For  a 
list  of  projects,  send  a 
self-addressed,  stamped  en- 
velope to  AHS  Volunteer  Va- 
cations, P.  0.  Box  86,  Dept. 
AHS/vv,  North  Scituate, 
Mass.  02060. 


ly  priced  at  $225  to 
one-bedroom  units, 
$700  for  larger  ones. 

The  54-story  hotel  is  a 
sic,  1930s-style  skyscrapi 
rose-colored  brick  and  gr^ 
Two-line  phones  are  stan 
and  some  suites  have  a 
plug-in  line  for  a  comput 
fax.  Bedroom  TV  sets 
built-in  VCRs,  while  oth' 
menities  include  a  sma^ 
ness  center,  upscale  gr 
floor  restaurant,  multili: 
staff,  and  a  shuttle  vi 
Wall  Street.  Don 


■  CENSUS  CDs.  Corpo 

census  data — once  fc^ 
only  on  magnetic  tape  ( 
bulky  volumes — is  now  z 
able  on  compact  disk. 
U.  S.  Census  Bureau 
763-5536)  sells  such  CDs 
statistics  on  12  million 
panies.  $150  each,  $475 
the  complete  set  of  sev< 
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PERSONAL  I 


TlkAVoiidPaper 


I.  .uOUH  TimE 


Providing  the  inside  story  about  tlie  international  scene. 


Silviu  Brucan.  economist, 
author  and  until  recently 
spokesman  for  the  National 
Salvation  Front  of  Romania 
has  been  The  WorldPaper's 
special  correspondent  for 
Eastern  Europe  for  the  past 
twelve  years. 


Daniel  Passent,  longtime 
deputy  editor  of  Rolityka. 
the  foremost  news  weekly 
of  Poland  and  one  of  the 
country's  most  popular 
journalists,  has  moved  to 
Boston  as  editor  of 
The  WorldPaper 


This  month's  special  issue: 
The  Gorbache¥  Factor 
High  Noon  and  Counting 


Two  inside  stories  in  this 
month's  issue  on  Gorbachev's 
global  impact  are  written 
by  Alexander  Pumpyansky. 
our  special  correspondent  in 
the  USSR  and  the  1989 
recipient  of  the  Inter  Press 
international  journalist  of 
the  year  award. 


The  WorMPaper,  which 
appears  in  26  countries  in 
English,  Spanish,  Russian 
and  Chinese-language 
editions,  is  a  publication  of 
WoHd  Times  Inc. 


For  advertising  or 
subscription  information' 
please  contact: 

The  WorldPaper 

210  World  Trade  Center 

Boston.  MA  02210  USA 

Telephone:  617-439-5400 
Telex:  6817273 
Fax:  617-439-5415 
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Daimler  Benz  46 

Digital  Equipment  28,40 

Disney  (Walt)  86 

Dow  Chemical  96 

Dr Pepper  114 

Drexel  Burnham 
Lambert  86 

Du  Pont  96 
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Eastman  Kodak  96 
Echelon  118 

Electro  Investment  Trust  35 
Exxon  96,98 


First  Boston  118 
First  Gibraltar  Bank  110 
Fleet/Norstor  128 
Ford  56 

Forrester  Research  118 
Franklin  Federal  110 
Frito-Loy  86 
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Gazelle  Microcircuits  40 

General  Development  106 

Genetics  Institute  38 

Glen  Ivy  Financial 
Group  106 

GM  56 

Goodyear  8 

Guaranty  Federal  Sovings 
Bank  110 
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Mono  Biologies  38 
Harper  &  Row  34 
Heidrick  &  Struggles  34 
Heights  of  Texas  110 
Hewlett-Packard  118 


IBJ  Schroder  Bonk  & 
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Korn/Ferry  34 
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London  United 
Investments  35 

Lone  Star  Technologies  110 

Lotus  Development  28,  118 
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Macklowe  130 
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Hanover  106 

Massachusetts  Financial 
Services  28 

McDonald's  96 

McGraw-Hill  30 
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MGM/UA  32 

Microsoft  28,  118 

Mitsubishi  46 

Mitsui  Real  Estate 
Development  50 
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Moody's  Investors 
Service  106 
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Assuronce  106 
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National  Polystyrene 
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Network  Equipment 
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NovaCore  114 
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NutroSweet  86 
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Communications  39 

Pothe  Communicotions  32 

Pepsi-Cola  34 

PepsiCo  114 


Philips  46 

Phillips  Petroleum  98 
Pilko  96 
Price  114 

Procter  &  Gamble  96,101 
Prudential  Insurance  106 


Really  Useful  Group  39 
RJR  Nabisco  34,  91 
Russell  Reynolds  34 
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Sandoz  38 

Sony  46,50,52 

Southwest  Savings 
Assn.  110 

SpencerStuart  34 

Springs  Industries  112 

Standard  &  Poor's  106 

Strovest  Holding  96 

Sun  Microsystems  40 

Sybase  28 
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Tandem  Computers  112 

Telecom  USA  30 

Temple-Inland  110 

Texaco  96,98 

Texas  Trust  Savings 
Bank  110 

3Com  28,  118 

Time  Warner  32 

Toys  'R'  Us  52 

Trocor  40 


UAL  40 

Union  Carbide  96 

United 
Telecommunications  30 

Unix  International  40 

U.S.  Sprint  30 
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Warner  Brothers  39 
Waste  Management  96 
Wertheim  Schroder  39 
Westinghouse  96 
Willioms  Cos.  30 
WordPerfect  28 
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ARARECOLLECnO 

OF 
HOT 
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Beverly  Hills.  CA 

Saint  Louis,  MO 

VErmitage 

Hotel  Majestic 

Los  Angeles,  CA 

San  Antonio,  TX 

Bel  Age 

The  Fairmount 

San  Francisco,  CA 

Houston,  TX 

The  Huntington 

The  Lancaster 

The  Sherman  House 

New  Orleans,  LA 

Carmel,  CA 

Maison  de  Ville 

The  Highlands  Inn 

Boston,  MA 

Napa  Valley,  CA 

Boston  Harbor  Hotel 

Meadowood  Resort 

New  York,  NV 

Auberge  du  Soleil 

The  Lx)well 

Del  Mar,  CA 

Inn  V Auberge  Del  Mar 

Washington,  DC 

Rancho  Santa  Fe,  CA 

The  lefferson 

iohn  Gardiner's 

Coconut  Grove,  FL 

Rancho  Valencia 

Mayfair  House 

Santa  Barbara,  CA 

Florida  Keys 

San  Ysidro  Ranch 

Little  Palm  \sland 

Sedona,  AZ 

Cheeca  Lodge 

Enc/iiontm^nt 

Vevey,  Switzerland 

Vail  Valley,  CO 

Le  Mirador 

The  Lodge  at  Cordillera 

Pans,  France 

Denver,  CO 

Hotel  Balzac 

The  Burnsley 

Mexico 

Minneapolis,  MN 

Villas  Quinta  Real 

The  Whitney 

Quinta  Real  Guadalajara 

For  a  complimentary  directory  write 
SMALL  LUXURY  HOTELS  &  RESORTS 

ms  R>  rbert'-.cin  BIyd  ,  #  i02  Beverly  HilK  CA902li 


Reservations:  (800)  345-3457 
Airline  Access  Code:  LX 
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LEASE  A  VOLVO  WITH  THE 
MOST  ATTRACTIVE  TERMS  YET 

YOUR  OWN. 


The  perfect  automobile  lease  for 
you  might  last  six  years.  Or  maybe 
two.  You  might  not  want  any  down 
payment.  Or  maybe  you  d  rather  put 
some  money  down  to  reduce  your 
monthly  costs.  And  perhaps,  too, 
you  d  like  to  buy  your  car  when  the 
lease  ends. 

No  matter  what  you're  looking  for 
in  a  lease,  look  no  further  than  your 
participating  Volvo  dealer  Where 
right  now,  during  our  special  leasing 
program,  you  can  choose  from  a 
wide  variety  of  options  to  get  the 
lease  that's  right  for  you. 

Better  still,  your  dealer  is  also 
offering  especially  low  monthly  pay- 
ments on  every  leasing  arrangement 
Whether  you  choose  the  legendary 
Volvo  240,  the  luxurious  760,  the 
limited  edition  780,  or  any  other 
model  in  the  Volvo  line. 

See  your  participating  Volvo 
dealer  soon.  Because  while  his  leas- 
ing terms  are  flexible,  the  deadline 
for  this  offer  isn't. 

VOLVO 

A  car  you  can  believe  in. 


MONTH  LV 
PAYMENTS 
AS  LOW  AS 


740  GL 


MONTHLY 
PAYMENTS 
AS  LOW  AS 


$256.04 


760  Turbo 


MONTHLY 
WYMENTS 
AS  LOW  AS 


$380.18 


'Offered  by  participaling  Volvo  dealers  lo  qualified  and 


approved  cuslomers  through  Apnl  30,  IV9().  Customer  must 
take  delivery  out  of  dealer  stock  by  May  10, 1990.  Price 
based  on  a  60-nionth  closed-end  lease  for  1990  models 
shown.  Subiect  lo  availability  To  determme  total  lease 
payments,  multiply  stated  monthly  payment  by  60.  Down 
payment  of  $2,000  on  240  Dl.,  $3,000  on  740  GL,  $3,000  on 
760  Turbo  Sedan,  $3,000  on  780  Turbo  required  in  this 
example.  First  monthly  payment  plus  $42.'^  dcKumenlation 
fee  required  in  advance  in  each  example.  Customer 
responsible  for  taxes,  registration  and  title  fees.  15  cents  per 
mile  over  75,000.  Option  to  purchase  at  end  of  lease  at 
price  equal  to  fair  wholesale  market  value  based  on  N  ADA 
Used  Car  Guide.  Lessee  responsible  for  maintenance  and 
repairs  not  covered  by  warranty,  as  well  as  abnormal  wear 
and  tear  See  your  Volvo  dealer  for  complete  details. 
Subject  to  approval  by  Volvo  Finance  North  America,  Inc. 

©  two  VOLVO  FINANCE  NORTH  AMERICA.  INC 


THIS  OFFER  ENDS  APRIL  30. 1990 
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162.2 
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U.  S.  stocks 
$11,836 

-0.46% 


nil 


Treasury  bonds 
$11,447 

+  0.74% 


Money  market  fund 
$10,729 

+  0.15% 


Gold 

$9,745 

+  0.05% 


DATA  RESOURCES  INC- 


Foreign  stocks 
$9,516 


his  pcge  are  as  of  market  close  WednescJay,  Apr.  11,  1990,  unless  otherwise  indicated, 
^s  include  S&P  500  companies  only-  performance  and  share  prices  ore  as  of  morkel  close 


Apr.  10.  Mutuol  fund  returns  are  ( 
detailed  explanation  of  this  page  i 


of  Apr  6  Relative  portfolios  ore  volued  os  of  Apr.  10, 
ivoiloble  on  request. 
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IF  JAPAN  CAN  FACE  UP 
TO  HARSH  FACTS . . . 


Japan  is  now  wrestling  with  some  of  the  problems  that 
success  creates— and  the  riddles  inherent  in  being  a 
global  economic  power  (page  46).  At  home,  Japanese 
consumers  want  more  of  the  fruits  of  their  postwar  success 
and  are  less  inclined  to  accept  a  system  that  is  tilted  com- 
pletely toward  the  producer.  The  inequity  between  the  land- 
ed and  the  unlanded,  created  by  the  gold-rush  runup  in  land 
prices  that  began  in  1985,  also  tears  at  Japan's  fabric.  More- 
over, as  a  price  for  being  part  of  the  world  financial  system, 
Tokyo  has  lost  a  measure  of  control  over  the  yen  and  the 
stock  market.  It  is  therefore  vulnerable — like  everyone 
else — to  unexpected  swings. 

Although  Japan  conceivably  could  feel  other  shocks,  and  it 
faces  some  tough  internal  readjustments,  it's  important  to 
keep  it  all  in  perspective.  We  detect  a  great  deal  of  wishful 
thinking  among  some  Japan-watchers  who  conclude  that  the 
Japanese  have  somehow  lost  the  ability  to  cope  with  their 
problems.  By  any  standard,  the  Japanese  approach  of  step- 
by-step,  long-term  solutions  to  their  internal  woes  is  far 
more  effective  than  the  U.  S.  proclivity  to  let  crises  veer  out 
of  control — drugs,  education,  the  thrifts,  federal  budget  defi- 
cits— and  then  squabble  over  how  to  solve  them.  To  conclude 
that  Japan  is  a  frail,  inherently  unstable  land  of  Johnny- 
come-lately-sows  is  to  ask  for  comeuppance. 

If  there  is  a  crisis,  it  is  in  the  rest  of  the  world's  ability  to 
respond  to  Japan's  competitive  challenge.  That  is  still  the 
reality  of  the  matter.  Japan's  investment-led  trade  strategy, 
in  which  it  does  not  merely  rely  on  exports  but  also  invests 
in  manufacturing  in  the  U.  S.,  can't  be  fully  addressed  by 
traditional  trade  remedies.  Another  ominous  fact  to  remem- 
ber is  that  Japan's  yen  has  lost  about  25%  of  its  value.  That 
will  make  Japanese  exporters  more  competitive  than  ever. 
Furthermore,  Japan  has  just  completed  two  years  of  record- 
shattering  capital  spending  growth — in  excess  of  20%  a  year. 
Investment  growth  may  now  fall  to  9%,  but  that  is  still 
higher  than  the  U.  S.  The  benefits  of  this  heavy  investment 
are  only  now  beginning  to  be  felt. 


.  CAN'T  THE  U.S.  SHOW 
THE  SAME  GUMPTION? 


With  all  the  attention  focused  on  Japan's  conces- 
sions during  recent  trade  talks,  little  notice  was 
given  to  American  pledges  to  become  more  com- 
petitive. Yet  several  of  the  U.  S.  promises  in  the  Structural 
Impediment  Initiative  interim  agreement  are  as  vital  to  bal- 
ancing trade  as  any  Japanese  concession. 

First  among  them  is  the  pledge  to  eliminate  the  $165 
billion  federal  budget  deficit  by  1993,  and  after  that  to 
accumulate  a  cash  surplus  in  the  Social  Security  trust  fund. 
If  carried  out,  this  plan  would  reduce  the  dependence  of  the 
U.  S.  on  foreign  capital,  help  trim  the  $49  billion  trade  imbal- 


ance with  Japan,  free  U.  S.  capital  for  investment,  and  low 
the  cost  of  borrowing. 

But  the  Administration  has  to  go  beyond  the  modest  s] 
cifics  in  its  plan  if  it  is  actually  to  balance  the  budget 
1993.  To  be  sui'e,  modest  increases  in  taxes  on  airline  passi 
gers  and  freight  Will  help,  as  will  extending  the  3%-  exc/ 
tax  on  telephone  bills.  But  these  measures  are  nowhere  n^ 
enough. 

The  Administration's  plan  to  stimulate  personal  savings 
also  welcome.  The  Family  Savings  Account  would  sheb 
earnings  from  deposits  of  up  to  $5,000  per  year.  After  sevn 
years,  the  money  could  be  withdrawn,  tax-free.  Also  just 
able  is  an  effort  to  remove  some  antitrust  barriers  to  joi 
venture  production.  And  a  comprehensive  examination 
controls  on  the  export  of  high-technology  goods  is  cleajr 
warranted,  now  that  cold  war  tensions  have  eased. 

Many  Americans  are  cynical  about  Japan's  intention 
keep  its  promises.  But  the  Japanese  are  just  as  cynical  ab(jt 
U.S.  intentions.  Wouldn't  it  be  refreshing  if  both  nati(5 
surprised  each  other? 


STANDING  PAT 
BECOMES  THE  FED 


There  are  times  when  the  right  thing  to  do  is  nothi 
That's  the  lesson  to  be  drawn  from  the  Federal 
serve  Board's  conduct  of  monetary  policy  during 
past  few  months.  Despite  the  s&L  disaster  and  the  junk-bi 
disaster  and  the  retailing  disaster  and  the  real  estate  di; 
ter,  the  Fed  has  refused  to  bow  to  pressure  from  the  B 
Administration  and  Congress  to  dump  new  money  into 
system.  Instead,  the  Fed  stuck  to  its  guns,  and  the  I- 
economy  is  looking  pretty  good.  There  was  no  liqui(,} 
crisis,  no  recession,  no  world  coming  to  an  end.  I 
What  did  come  to  an  end  was  the  talk  about  a  recessff 
After  widespread  fretting  that  the  economy  would  tak  i 
fall  in  the  fourth  quarter,  real  gross  national  product  lif 
1.1%,  and  growth  in  the  first  quarter  is  likely  to  look  e^i 
better.  In  fact,  the  economy  began  last  quarter  so  stror 
that  talk  of  Fed-tightening  began  to  crop  up  in  the  finaii? 
markets.  Again,  the  central  bank  did  nothing — and  righli 
ly  so.  The  extremely  weak  employment  report  for  M;; 
released  on  Apr.  6  proved  that  most  of  that  early-;  ^ 
strength  was  due  to  unusually  warm  weather  and  oe 
special  factors. 

There  were  other  good  reasons  to  stand  pat.  Events  CJi 
seas  have  had  the  same  effect  as  a  tighter  Fed  poft 
During  the  past  few  months,  rising  interest  rates  in  Enm 
and  Japan  have  put  upward  pressure  on  U.  S.  rates,  parju 
larly  in  the  bond  market.  Higher  long-term  rates  will  daif 
en  demand  for  housing,  autos,  and  other  big-ticket  dui?!' 
goods.  In  addition,  bank  regulators  have  effectively  tto 
ened  credit  by  imposing  stricter  lending  st3.ndards  on  biik 
that  will  restrict  the  availability  of  credit  to  marginal  )' 
rowers. 

Thanks  in  part  to  Chairman  Greenspan,  the  Fed's  stral 
has  served  the  expansion  well.  The  Fed  is  looking  bil 
than  its  critics.  I 
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Seymour  Cray  invented  the  supercomputer.  Now  he's 
ruggling  to  come  up  with  a  radically  different  machine  that 
could  once  again  revolutionize  computer  technology,  pagebo 


The  Trouble 
With  Most  486 
Micro  Channel  PCs 
Is  That  They 
Were  Designed 
As386PCs. 


FRANCE  FORGES  A  STEEL  EMPIRE: 
N  HIS  GLOBAL  QUEST  TO  EXPAND 
JSINOR,  THE  STATE-OWNED 
STEELMAKER,  CEO  MER  IS  BUYING  INTO 
HE  U.  S.  STEEL  INDUSTRY 


110  A  SMARTER  WAY  TO  MANUFACTURE: 
'CONCURRENT  ENGINEERING'  MEANS 
TEAMWORK  FROM  DRAWING  BOARD 
TO  PLANT,  AND  THAT  MEANS  BETTER 
GOODS  GET  OUT  THE  DOOR  FASTER 


96   RUNNING  A  MONEY  MACHINE: 

GE  FINANCIAL  SERVICES'  GARY  WENDT 
IS  USED  TO  SPECTACULAR  PROFIT 
GROWTH.  NOW,  HE  MAY  HAVE  TO  LIVE 
WITH  MERELY  GREAT 


people 

1AT  MAKES  JUDY  RUN 

tet  Judy  Lewent,  Merck's  new  CFO 

Itertainment 

,  LESS  ROCK  HELP  MTV  ROLL? 

^'ing  mainstream  formats  now 

Affairs 

SCAPEGOATS 
KING  WIT. and  regulators  are  winning 
^        ^m  S&L  lawyers 

Lover 

RATING'S  NEMESIS 

9  THE  GENI»ph  dogs  his  heels 
Some  rank 
Thomas  Edi; 

Seymour  Ch^datmADAVE 

fastest  compu  heed  consumers' 
machines  that  a,-iy  commercials 
indispensable  to  " 
branch  of  science''"*"**^ 
Now,  the  Father  ol*'"'"^'- 
Supercomputer  is  sc-jologV 
finish  his  riskiest  cret 
t  SUPERSENSITIVE  TOI^TCH 
Supercomputers  and  tr^^upersmart 

HERESY  AT  CRAY  RESe]'^^^^^^'^ 

The  company  is  selling  'n. 


Finance 

96  SHIFTING  INTO  LOWER  GEAR 

GE  Financial  Services  slows  a  bit 
ICO  CHIOUITA  MAY  BE  TOO  RIPE 

It  wants  to  unload  5.2  million  shares 
101   THIS  SLAP  COULD  BE  PAINFUL 

The  SEC  zaps  Donaldson  Lufkin 
104  SMALL  TOWNS,  BIG  BANKING 

KeyCorp's  folksy  strategy  works 
ICS  INSIDE  WALL  STREET 

Apple  may  go  into  someone  else's  pie 
This  chip  baby  is  growing  fast 
Lining  up  for  a  landfill  play 
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Getting  the  America's  Cup  back  on 
an  even  keel 
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JEKYLL  AND  HYDE  INFLATION 

The  Fed  has  done  a  great  job  of 
keeping  a  lid  on  prices  for  goods,  b 
it  can't  contain  the  service  sector 
COMMENTARY 

It  isn't  safe  to  bank  on  exports 
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PRODUCTION 

Change  from  lost  week:  -0.1% 
Change  from  lost  year:  1.0% 

185   


LEADING 

Change  from  lost  week:  -0.1% 
Change  from  lost  year:  4.7% 


Apr.  7 
216.5 


1967=100,  Four-week  moving  average 
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The  production  index  slipped  for  the  week  ended  Apr.  7,  after  the  index  had 
been  rising  through  most  of  February  and  March.  On  a  seasonally  adjusted  basis, 
output  of  outos  was  down  shorply.  Declines  were  also  reported  in  production  of 
trucks,  electric  power,  crude-oil  refming,  coal,  paperboard,  paper,  lumber,  and  rail- 
freight  traffic.  Steel  output  increased.  Prior  to  calculation  of  the  four-week  moving 
overage,  the  index  plunged  to  177.6,  from  181  the  week  before. 

BW  production  index  copyright  1990  by  McGrow.Hill  Inc 


The  Ieadin9  index  edged  down  for  the  week  ended  Apr.  7.  Only  one  indicatoi 
higher  stock  prices,  gave  a  positive  signal  for  faster  economic  growth.  On  th  , 
negative  side  were  an  increase  in  business  failures  and  slower  growth  rates  for  rec » 
estate  loons  and  M2.  Long-term  bond  yields  and  the  change  in  materials  prices  wer  t 
virtually  flat  from  their  previous  week's  levels.  Before  calculation  of  the  four-wee  f 
moving  overage,  the  index  fell  sharply  to  215.3,  from  217.4. 

Leading  index  copyrtgtif  1990  by  Center  (or  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ' 
ago 

i Change 
year  ogo 

STEEL  (4/14)  thous.  of  net  tons 

2,019 

1,998# 

-1.5 

AUTOS  (4/14)  units 

103,219 

110,970r# 

-35.7 

TRUCKS  (4/ 14)  units 

67,544 

82,101r# 

-22.7 

ELEaRIC  POWER  (4/14)  millions  of  kilowatt-hours 

50,927 

50,748  # 

0.5 

CRUDE-Oll  REFINING  (4/ 1 4)  thous.  of  bbl./doy 

13,183 

1 2,662  # 

1.2 

COAL  (4/7)  thous.  of  net  tons 

19,163# 

20,617 

2.0 

PAPERBOARD  (4/7)  thous.  of  tons 

761.9# 

777.8r 

0.6 

PAPER  (4/7)  thous.  of  tons 

755.0  # 

768.0r 

2.9 

LUMBER  (4/7)  millions  of  ft. 

508.6  # 

533.5 

4.8 

RAIL  FREIGHT  (4/7)  billions  of  ton-miles 

19.8# 

20.4 

0.5 

Sources:  American  Iron  &  Steet  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ogo 

JAPANESE  YEN  (4/18) 

159 

158 

131 

GERMAN  MARK  (4/18) 

1.67 

1.68 

1.85 

BRITISH  POUND  (4/18) 

1.64 

1.64 

1.72 

FRENCH  FRANC  (4/18) 

5.62 

5.63 

6.26 

CANADIAN  DOLLAR  (4/18) 

1.16 

1.16 

1.18 

SWISS  FRANC  (4/18) 

1.49 

1.48 

1.63 

MEXICAN  PESO  (4/ 18)^ 

2,794 

2,786 

2,410 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U 

.  5.  dollar,  except  for 

PRICES 

Latest 
week 

Week    %  Change 
ago     year  ago 

GOLD  (4/18)  $/trcy  oz. 

374.750 

374.500 

-2.4 

STEEL  SCRAP  (4/17)  #  l  heavy,  $/ton 

109.00 

109.00 

-7.6 

FOODSTUFFS  (4/16)  index,  1 967  =  1 00 

227.9 

223.8 

0.8 

COPPER  (4/14)  v/ib. 

125.8 

128.6 

-14.0 

ALUMINUM  (4/14)  c/lb. 

71.3 

72.5 

-26.5 

WHEAT  (4/ 1 4)  #  2  hard,  $/bu. 

4.1 1 

4.1 1 

-6.6 

COTTON  (4/14)  strict  low  middling  1-1/16  in.,  p/lb. 

70.92 

70.78 

15.0 

LEADING  INDICATORS 


lotsst 
week 


Week 
ago 


%Choi 
yeorii 


STOCK  PRICES  (4/13)  S&P  500 

342.42 

340.85  1. 

CORPORATE  BOND  YIELD,  Aaa  (4/13) 

9.38%, 

9.38% 

INDUSTRIAL  MATERIALS  PRICES  (4/13) 

103.7 

1 04. 1  -1 

BUSINESS  FAILURES  (4/6) 

268 

225  i; 

REAL  ESTATE  LOANS  (4/4)  billions 

$364.5 

$365.5  li 

MONEY  SUPPLY,  M2  (4/2)  billions 

$3,279.9 

$3,277.4r  ( 

INITIAL  CUIMS,  UNEMPLOYMENT  (3/31)  thous. 

338 

342  ( 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (irrdex:  1980=  100),  DuJ 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  ^easfl 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Konsos  City  mkt.,  Memphis  mkt. 


Latest 
month 

Month 
ogo 

INDUSTRIAL  PRODUQION  (Mar )  total  index 

108.8 

lOS.lr 

1 

CAPACITY  UTILIZATION  (Mar ) 

83.3% 

82.9  %r 

-1 

HOUSING  STARTS  (Mar.)  annuel  rate,  thous. 

1,321 

l,457r 

-ii 

PRODUCER  PRICE  INDEX  (Mar.)  finished  goods 

1  17.4 

1 17.6 

Sources:  Federal  Reserve  Board,  Commerce  Dept. 

BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Chait  k 
year  o  | 

MONEY  SUPPLY,  Ml  (4/2) 

$808.3 

$804.9r 

3 

BANKS'  BUSINESS  LOANS  (4/4) 

324.0 

323.0r 

2 

FREE  RESERVES  (4/4) 

880r 

572r 

N 

NONFINANCIAL  COMMERCIAL  PAPER  (4/4) 

145.6 

142.1r 

29 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
a  two-week  period  in  millions). 

which  are  expressed  f 

MONEY-MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (4/17) 

8.39% 

8.21  % 

9.95^ 

PRIME  (4/18) 

10.00 

10.00 

11.50 

COMMERCIAL  PAPER  3-MONTH  (4/17) 

8.26 

8.25 

9.79 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/18) 

8.36 

8.35 

9.87 

EURODOLLAR  3-MONTH  (4/1 1) 

8.38 

8.40 

10.14 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  mochinery  and  defense  equipmer 
1  =  Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.         3  =^  Free  market  value         NA  =  Not  ovoiloble         r  ~  revised         NM  =  Not  meaningful 
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What  auto  engines 
and  beer  have  in  common 
maybe  of  uncommon 
interest  to  you. 


,  ^-What  do  beer  and  auto  engines  have 
|||gM|plimnrion?  Both  ai  e  among  Mexico's 
PlPm^y  of  export&-Sili-prised?  You're 

\    not  alone:'   1 

J|^-><Mexlco  offers  niasfi^rprising 
^»^usiness  oppprtunities  which  the  right 


,        companies  n^edf^  bank  skilled  in  trade 
.      finance.  And  with  the  experience  and 
.  rontacts  essential  when  advising  on 
foreign  investment,  mergers  and 
acquisitions,  joint  ventures,  as  well  as 
when  setting  up  maquiladoras. 

For  all  this  help,  your  company 
needs  Banca  Serfin,  Mexico's  oldest 
bank.  Our  expertise  in  areas  as  diverse 
as  swaps  and  privatization  is  coupled 
with  our  country- wide  network  of  more 
than  625  branches  throughout  Mexico. 
Today  we're  also  its  unquestioned 
leader  in  trade  finance.  And  the  logical^ 
choice  as  your  partner  in  Mexico. 

To  leani  more  about  what  you  and 
Mexico  may  have  in  common,  call 
Ron  Kemin  New  York  at  (212)  635- 
2300,  or  Arturo  Chaltelt  in  Los  Angeles 
at  (213)  624-6610. 

liiBRNCR  SERFIN 

5ERFINF     MEXICO.  D  F.    NEW  YORK    LOS  ANGELES 
LONTON    TOKYO    NASSAU  TORONTO 


Celebrating  over  125  Yeai-s  of  Innovative  Banking 


A  trip  to  lokyo  can  be  long  ana  grueling. 
Or  long  and  delightful 


When  you're  traveling  far  from  home, 
exceptional  service  makes  all  the  difference. 
Now,  with  AH  Nippon  Airways  and  the  American 
Express"  Card,  your  longest  journey  can  be  a 
luxurious  experience. 

On  ANA'S  nonstop  flights  to  Tokyo  from 
Washington,  DC,  and  Los  Angeles,  you'll 
experience  the  pampering  that  discriminating 
travelers  have  come  to  expect.  You'll  be 
treated  to  the  kind  of  gracious  attention  that 
has  earned  ANA  the  honor  of  being  Japan's 
favorite  airline. 

And  when  your  journey  takes  you  beyond 

©  1990  Amt-nijn  txp^t■^s  Travel  RcUicd  ^<rn  ki>  (  otnpany,  tnt  4* AfcMIIUtt4«BaMS 

Japan's  best  to  the  world. 


Tokyo,  you  can  still  enjoy  world-class  service, 
because  ANA  flies  to  31  cities  in  Japan  and 
14  other  destinations  around  the  world. 

Once  you  arrive,  you  can  continue  to 
depend  on  the  Card  that's  rated  best  for  travel 
and  entertainment  by  frequent  business 
travelers.  American  Express  services  are  there 
for  you  worldwide,  24  hours  a  day. 

ANA  and  the  American  Express  Card. 
We  can't  make  the  trip  shorter.  But  we  can 
help  you  enjoy  every  minute  of  it.  Call  ANA 
at  1-800-235-9262  or  your  travel  planner  for 
more  information. 


Membership 
Has  Its  Privileges* 


T.  Rowe  Price  Tax-Free  Fund's  yield  beats  taxable  bonds.  As  the  chart  shows,  the  taxable 
equivalent  yields  of  our  Tax-Free  Funds  have  consistently  outpaced  the  yields  of  similar 
taxable  investments.  This  means  that  you  have  an  opportunity  to  earn  more — and  to  keep 
more — since  both  Funds  are  100%  tax  free!* 

Tax-Free  Income  Fund^  6.5%=9.7"/o**  This  Fund  seeks  high  tax-free  income  by  investing 
in  a  diversified  portfolio  of  long-term,  higher  quality  municipal  bonds. 

Tax-Free  High  Yield  Fund^^  7.3%= 10.9%**  If  you  are  seeking  the  highest  tax-free  yield, 
look  to  this  Fund.  It  invests  in  long-term,  medium-to-lower  quality  bonds — the  sector 
of  the  municipal  market  that  has  traditionally  rewarded  investors  with  the  highest  level 
of  tax-free  income,  though  with  greater  risk  than  higher-quality  securities. 

Although  the  Funds'  yields  and  share  prices  will  vary,  our  stringent  credit  analysis  and 
active  management  help  reduce  price  volatility. 

Both  Funds  offer  you  free  telephone  exchange  and  daily  liquidity  through  free  check 
writing  at  the  then  current  net  asset  value.  Minimum  investment  $2,500.  No  sales  charges. 


T.  ROWE  PRICE  TAX-FREE  FUNDS 

T.  Rowe  Price,  515  South  Flower  Street 

ARCO  Tower,  31st  Floor,  Los  Angeles,  CA  90071 

Send  the  prospectus(es)  with  more  complete  information, 
including  management  fees  and  other  charges  and  expenses, 
for  the  Fund(s)  checked  below.  I  will  read  them  carefully 
before  I  invest  or  send  money. 

□  Tax-Free  Income  Fund    □  Tax-Free  High  Yield  Fund 

% 

EARN  MORE  WITH  TAX-FREES 

Funds'  taxable  equivalent  yields  (33%  bracket) 

 Tax-Free  High  Yield  Fundttt 

Tax-Free  Income  Fund 
 Lipper  Corp.  Bond  Avg.tttt 

% 

 .  ^10.9% 

% 
% 
% 

 ^         "  9.97o 

8.6% 

Name 
Address 

th 

1/89                4/89                7/89               10/89  1/90 

City/State/Zip  tfihoio426 
Phone                     □  Home       □  Business 

Call  24  hours 
for  a  free  information  kit 

1-80Q-638-5660 

T.RoweMce 

2  /o,  9.6  /o  and  8.3  /oare  the  1-year  and  average  annual  5-  and  10-vear  total  returns  respectively  for  the  period  ended  12/31/89  ttiO.SVo  and  11.6%  are 

■year  and  average  annual  58-month  total  returns  respectively  for  the  period  ended  12/31/89,  *Some  income  may  be  subject  to  state  and  local  taxes,  and  a  portion  of 
unds'  income  may  be  subject  to  the  alternative  minimum  tax.  **Average  annualized  tax-free  yield  for  the  30  days  ended  3/18/90  and  equivalent  taxable  yield  in  the 
bracket,  tttThe  Fund  invests  a  portion  of  its  portfolio  in  non-investment  grade  securities.  ttttThe  average  yield  of  48  investment  grade  corporate  bond  funds  as 
ted  by  Lipper  Analytical  Services,  Investment  return  and  principal  value  represent  past  performance  and  will  vary  Shares  may  be  worth  more  or  less  at  redemption 
at  original  purchase,  T  Rowe  Price  Investment  Services.  Inc .  Distributor 
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Welcome  to  these  all  suite 
Hotels  of  EErmitage  International 


L'Ermitage  Hotel  de  Grande  Classe* 

9291  Bunon  Way 

Beverly  Hills.  California  90210 

Daily  rates  from  $275. 


Mondrian  Hotel  de  Grand  Luxe 

8440  Sunset  Boulevard 

West  Hollywood,  California  90069 

Daily  rates  from  $185. 


Valadon  Resort  de  Ville 

900  Hammond  Street 

West  Hollywood,  California  90069 

Daily  rates  from  $135. 


Le  Dufy  Hotel  de  Luxe 

1000  Westmount  Drive 

West  Hollywood,  California  90069 

Daily  rates  from  SI 35. 


Le  Reve  Hotel  dt 

8822  Cynthia  Street 

West  Hollywood,  Californi,,  90069 

Daily  rates  from  $115. 


BelAge  Hotel  de  Grande  Classe' 

1020  North  San  Vicente  Boulevard 
West  Hollywood,  California  90069 
Daily  rates  from  $235. 


Le  Pare  Hotel  de  Luxe 

733  North  West  Knoll 

West  Hollywood,  California  90069 

Daily  rates  from  $165. 


The  Hotels  of 
L'Ermitage  International 

. .  .a  collection  of  originals 


Reservations  and  Information 

1-800-424-4443 

FAX  213/854-0926 
TELEX  4955516:  LEGG 
APOLLO-PARS-SABRE 
UTELL  WORLDWIDE 

©  1990  Hotels  of  CErmitage  International 
*Meniber  Small  Lu.xury  Hotels  and  Resorts 
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PENSION  MANAGERS  SHOULD  BE 
BARRED  FROM  THE  BOARD  

Pension  managers  should  not  be  on 
the  boards  of  corporations  ("Putting 
pension  managers  on  a  short  leash," 
Washington  Outlook,  Mar.  26).  There  is 
a  conflict  of  interest.  Pension  managers 
get  new  funds  to  invest  based  on  the 
short-term  performance  of  the  funds 
they  already  have.  This  can  usually  be 
achieved  by  putting  the  company  "in 
play." 

Boards  should  have  people  who  have 
invested  their  own  money  and  people 
who  bring  operations  skills,  marketing 
skills,  and  financial  skills. 

Lee  B.  Thomas  Jr. 
Louisville,  Ky. 

AMERICAN  EXPRESS: 

A  CHANCE  IN  FORTUNE . . .  

Your  article  about  James  Robinson 
III  of  American  Express  Co.  was  a 
poignant  reminder  of  how  cyclical  our 
lives  and  our  businesses  are  ("The  failed 
vision,"  Cover  Story,  Mar.  19). 

It  seems  like  yesterday  that  Robinson 
was  at  the  top  of  his  cycle — and  in  a 
similar  article,  BUSINESS  WEEK  was  extol- 
ling his  virtues. 

Bernie  Rosenfeld 
Hamden,  Conn. 

You  people  seem  to  delight  in  report- 
ing the  so-called  bad  news — in  this 
case,  concerning  American  Express. 
Thank  God  the  quality  of  the  company  is 
superior  to  your  writing  and  reporting 
on  it. 

Dana  Maueh  Jr.,  Vice-President 
Senior  Investment  Officer 
Cape  Cod  Bank  &  Trust  Co. 

Hyannis,  Mass. 

...  AND  A  SADDER  AND  MORE 
JAUNDICED  SHAREHOLDER  

As  a  five-year  shareholder  of  Ameri- 
can Express,  I  read  Richard  M.  Fur- 
laud's  letter  with  great  interest  ("A  re- 
sponse from  American  Express," 
Readers  Report,  Mar.  26). 

I  cannot,  nor  do  I  wish  to,  dispute  his 
statements,  since  I  know  nothing  about 


the  company  other  than  what  can  be 
gleaned  from  the  reports  to  sharehold- 
ers. Neither  do  I  wish  to  challenge  any 
of  the  other  claims  on  behalf  of  Mr. 
Robinson's  vision  or  management. 

But  as  one  of  some  55,000  passive 
shareholders,  I  am  not  impressed  by  the 
company's  fivefold  growth  in  revenues 
in  the  past  decade.  Travel  Related  Ser- 
vices' phenomenal  achievements,  or  the 
string  of  other  well-publicized  statistics 
that  give  comfort  to  Furlaud  and  his 
fellow  directors. 

I'm  confronted  by  a  different  and 
more  meaningful  scorecard.  Over  five 
years  ago,  I  invested  about  $26,000  in 
shares  of  American  Express  (10%  of  my 
"fortune").  Today,  they  are  worth  about 
$28,000 — an  increase  in  nominal  if  not 
real  terms  of  IViVo  over  five  years.  And 
despite  the  company's  extraordinary 
achievements  since  I  bought  its  shares, 
my  annual  gross,  not  inflation-adjusted, 
income  on  my  $26,000  investment  has 
grown  from  about  $690  (2.65%)  to  $860 
(3.31%). 

I  have  only  myself  to  blame  for  the 
disappointing  investment;  I  cannot  fault 
Furlaud.  But  I  do  believe  his  eloquent 
letter  illustrates  the  profound  difference 
in  viewpoints  between  directors  and 
shareholders.  James  Robinson  may 
have,  and  as  Furlaud  writes,  may  contin- 
ue to  have,  the  full  support  of  the  board. 
But  why  should  the  ordinary  sharehold- 
er support  him? 

M.J.  Parker 
London 

REVIEWING  THE  RULES 

OF  CORPORATE  PUNISHMENT 

Your  "Putting  the  fear  of  crime  into 
corporations"  (Economic  Trends, 
Mar.  12)  incorrectly  applies  the  notion  of 
optimal  punishment  to  Exxon  Corp.'s 
Valdez  oil  spill  and  the  Drexel  Burnham 
Lambert  Inc.  securities-fraud  cases.  The 
article  properly  points  out  that  if  a  cor- 
poration's harmful  act  is  difficult  to  de- 
tect, the  corporation  should  pay  for 
more  than  the  harm  caused — in  order  to 
make  up  for  the  chance  that  it  might 
escape  liability. 

However,  because  the  Exxon  Valdez 
spill  obviously  was  not  hard  to  detect, 
this  principle  does  not  apply.  In  other 
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The  Future  |s  Not  What  |t  Used  Jo  Be 


Funny,  isn't  it, 
how  views  of  the  future 
change  so  rapidly. 
Just  ask  any  visionary  you 
happen  to  meet. 
Today,  scores  of  people 
are  trumpeting 
the  virtues  of  networking. 

We  at  Novell 
defined  the  industry.  Since 

then,  we  have  become 
synonymous  with  Network 

Computing,  and  our 
software  products  are  now 
in  their  eighth  generation. 

You  see,  we're  not 
in  the  prediction  business. 
We're  in  the  reality 
business.  We  don't  look 

at  the  world  through 
a  crystal  ball.  We  look 
at  it  through  the  eyes 

of  our  customers. 
Which  is  why,  if  you 
have  an  eye  on  the  future, 
you'd  do  well  to  consider 
the  people  who 
made  it  possible. 


^NOV  E  L  L 


The   Past,    Present,   and  Future 
of   Network  Computing. 


words,  Exxon  should  not  pay  for  more 
than  the  harm  it  caused — contrary  to 
your  article's  conclusion. 

The  Drexel  case  is  different  because 
securities  fraud,  by  its  nature,  may  well 
go  undetected.  Therefore,  the  appropri- 
ate penalty  for  Drexel  might  exceed  the 
harm  caused,  the  opposite  of  what  your 
article  suggested. 

A.  Mitchell  Polinsky 
Professor  of  Law  and  Economics 
Stanford  University 
Stanford,  Calif. 

Steven  Shavell 
Professor  of  Law  and  Economics 
Harvard  University 
Cambridge,  Mass. 

Editor's  note:  Professors  Poliiisky  and 
Sharell  note  that  they  are  economic 
consultants  to  Exxon  Corp. 

GIVE  SECURITIES 
ARBITRATORS  A  FAIR  HEARING 

The  article  "...  Here's  a  way  to  chill 
your  broker"  (Personal  Business, 
Apr.  2)  sets  forth  an  unsupported  opin- 
ion that  "if  given  the  option,  investors 
should  pick  the  American  Arbitration 
Assn."  The  basis  for  this  view  is  not  set 
forth  and  we  question  BUSINESS  week's 
endorsement  of  the  proposition.  Just  a 
comparison  of  filing  fees  and  the  arbi- 
trators' compensation  schedule  should 
give  any  prospective  investor  pause. 

In  contrast,  arbitration  forums  spon- 
sored by  the  securities  industry  general- 
ly designate  a  panel  consisting  of  two 
public  arbitrators  and  a  third  drawn 
from  the  industry.  Any  arbitrator  can  be 
challenged  for  good  cause,  and  each  side 
may  challenge  one  arbitrator  for  any 
reason  at  all.  Securities-industry  arbitra- 
tion has  the  virtue  of  assuring  that  at 
least  one  person  on  the  panel  has  a  gen- 
eral knowledge  of  industry  practices  and 
procedures. 

Matthew  Farley 
Shanley  &  Fisher 
New  York 

As  a  public  arbitrator  for  the  New 
York  Stock  Exchange  and  the  Na- 
tional Association  of  Securities  Dealers, 
I  wish  to  point  out  that  both  exchanges 
require  a  three-member  panel  on  any 
case  involving  over  $30,000.  It  has  been 
my  experience  that,  invariably,  the  secu- 
rities arbitrator  is,  if  anything,  biased  in 
favor  of  the  individual  investor,  because 
he  or  she  feels  so  strongly  that  the  secu- 
rities industry  will  survive  only  if  the 
members  are  "policed"  and  forced  to  ad- 
here to  the  rules  and  regulations. 

Futhermore,  on  any  case  involving 
less  than  $30,000,  both  the  New  York 


Stock  Exchange  and  the  NASD  require 
only  one  arbitrator,  and  he  or  she  must 
always  be  a  public  arbitrator. 

Bert  Levy 
Beverly  Hills,  Calif. 

A  CASE  OF 

UNDETECTED  JUNK  

Your  article  "Now  you  see  the  junk, 
now  you  don't"  (Top  of  the  News, 
Apr.  2)  was  on  the  mark. 

ChemLawn  Corp.  was  acquired  by 
Ecolab  Inc.  in  1987.  They  have  consis- 
tently refused  to  provide  financial  state- 
ments to  the  ChemLawn  bondholders. 
Repeated  calls  to  the  Securities  &  Ex- 
change Commission  have  resulted  in  no 
interest  and  no  help.  Where  is  the  SEC 
when  investors  really  need  them? 

William  A.  Goldstein 
President 

Lodestar  Financial  Services  Inc. 

Chicago 

LOW-WAGE  IMMIGRANTS  VS. 
HIGH-TECH  AUTOMATION  

You  didn't  ask  the  right  questions  in 
your  review  on  immigration  books 
("Does  America  need  more  'huddled 
masses'?  Yes,"  Books,  Mar.  12). 

The  book  by  George  Borjas,  Friends 
or  Strangers:  The  Impact  of  Immi- 
grants on  the  U.  S.  Economy,  concluded 
that  immigration  does  not  hurt  Ameri- 
can workers  or  drive  down  wages. 

Then  Julian  Simon's  book,  The  Eco- 
nomic Consequences  of  Immigration, 
added  that  immigration  boosts  economic 
growth. 

Your  editor  should  have  asked:  "What 
incentive  is  there  for  employers  to  in- 
crease mechanization  and  productivity 
when  they  know  there  is  an  abundance 
of  aliens  willing  to  do  low-cost  hand  la- 
bor with  no  health  benefits?" 

Quentin  David 
Communications  Director 
Air  Line  Employees  Assn. 

Chicago 

CAR  DEALERS  SHOULD  STRESS 
QUALITY— AND  COURTESY  

American  automobile  manufacturers 
should  carefully  study  the  mes- 
sages of  your  "King  Customer,"  Cover 
Story  (Mar.  12). 

My  wife  and  I  recently  purchased  our 
first  new  car  and  experienced  first-hand 
the  unpleasantness  of  high-pressure 
dealers.  If  Lee  lacocca  thinks  he  can  get 
people  to  buy  American  cars  by  telling 
them  that  his  cars  are  equal  in  quality  to 
foreign  cars,  imagine  what  he  could  do 
by  making  the  retail  sale  less  like  mak- 
ing a  deal  with  Satfin  and  more  like  an 


CORRECTIONS  &  CLARIFICATIONS 


A  table,  "The  Deals  That  Junk-Boni 
Investors  Are  Watching"  (Finance) 
Apr.  9),  contained  an  incorrect  numbei 
for  US  Home  Corp.  The  table  shoul 
have  reflected  that  US  Home  had  onl 
$6.2  million  of  11.25%  notes  outstancj 
ing  and  requiring  an  interest-rate  "r4 
set."  The  company  subsequently  pai! 
off  the  remaining  notes. 


aboveboard  business  transaction.  This 
an  area  where  U.  S.  and  Japanese  au 
makers  are  on  equal  footing.  I  know 
bought  a  Japanese  car. 

Girard  W.  Bradsha 
Chapel  Hill,  N 

WHY  STEINWAY  ISN'T  TICKLING 
EVERYONE'S  IVORIES 


In  dealing  with  Steinway  &  Sons  ( 
search  of  a  truly  grand  piano?"  P( 
sonal  Business,  Mar.  26)  and  its  dealei 
I  find  them  to  be  somewhat  insensiti 
to  their  market.  Their  attitude  is:  "It's 
Steinway.  If  you  don't  like  it,  you  dor 
knovv'  pianos."  That's  somewhat  remin 
cent  of  the  Am^erican  auto  industry  of 
decade  ago.  Meanwhile,  some  Asii 
companies  are  consistently  producir 
the  quality  instruments  we  artists  war 
A  true  artist  demands  an  artistic  instr 
ment.  He  or  she  doesn't  care  what 
looks  like  or  whose  name  is  on  it. 

Bruce  Rem] 
Administrat( 
Pella  Opera  Hou 
Pella,  Io\^ 

BLEACHING  YOUR  TEETH 
NEEDN'T  BE  'INVASIVE' 


What  a  great  article  on  one  of  tl, 
newest  developments  in  dentisti; 
("Brighten  your  teeth  with  bleach,"  Pe 
sonal  Business,  Mar.  12).  Our  office  h: 
been  successfully  brightening  teeth  f(! 
the  past  year,  with  excellent  results.  \ 
Today's  modern  techniques  don't  fon 
a  patient  to  be  tied  up  in  a  rubber  shie 
for  over  half  an  hour  for  several  visit 
Nor  do  we  use  "bleach,"  as  in  Clorox. 
noninvasive  10','^  carbamide  peroxide  pr 
vides  a  safe  and  comfortable  experiend 
for  patients. . . .  And  you  thought  all  i| 
dentists  were  bad  guys! 

Frank  B.  Moss,  D.  D.  S.,  P.  i 
General  Family  Dentisti' 
Seminole,  Fl 


Letters  to  the  Editor  should  be  sent  to  Readel 
Report.  Business  Week.  1221  Avenue  of  the  Ame 
cas,  New  York,  N  Y.  10020.  Fax:  (212)  512-446 
Telex;  12-7960,  Intl.  4998204.  All  letters  must  i 
elude  an  address  and  daytime  and  evening  tel 
phone  numbers.  We  reserve  the  nght  to  edit  lett€' 
for  clarity  and  space.  J 
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nsuinnTToniPVTHis^ 

niEE  THOI  IT  UIORKS. 


To  ensure  life,  liberty  and  the  pursuit  of 
happiness  in  your  office,  we'd  like  to  propose  a 
system  that's  guaranteed  to  work.  The  Lanier 
copier  system.  Lanier  copiers  are  guaranteed  to 
be  up  and  running  98%  of  the  time.  You  get  a 
loaner  for  the  times  it's  not. 


And  you  get  a  24-hour  toll-free  Hot  Line 
forony  questions  you  have.  So  for  more 
productivity,  call  1-800-852-2679.  And 

make  a  declaration  that  you  wont  the  very 
best  copier  system  in  the  USA.  Lanier. 


UVNIGR 

COPYING  SYSTEMS 
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Some  restrictions  apply.  See  your  local  Lanier  copier  representative  for  full  details. 


INTIFADA:  THE  PALESTINIAN  UPRISING— ISRAEL'S  THIRD  FRONT 

By  Ze'ev  Schiff  and  Ehud  Ya'ari 
Simon  &  Schuster  .  337pp  .  $22.95 


HOW  PALESTINIAN  RAGE 
IS  EATING  AWAY  AT  ISRAEL 


SHOW  OF  FORCE:  "OCCUPATION  AND  DEMOCRACY  CANNOT  DWELL  TOGETHER  FOR  LONG" 


Israel  is  once  again  agonizing  over 
how  to  deal  with  its  Arab  neighbors. 
Prime  Minister  Yitzhak  Shamir's  re- 
fusal to  proceed  with  an  American- 
backed  effort  to  begin  negotiations  with 
the  Palestinians  has  toppled  his  national 
unity  government.  And  while  the  politi- 
cians bicker,  the  intifada — the  Palestin- 
ian uprising  in  the  Israeli-occupied  West 
Bank  and  Gaza  Strip — rages  on. 

Intifada,  by  the  prominent  Israeli 
journalists  Ze'ev  Schiff  and  Ehud  Ya'ari, 
is  a  timely  and  revealing  account  that 
convincingly  portrays  the  insurrection  as 
a  grave  threat  not  only  to  Israel's  securi- 
ty but  also  to  its  moral  fabric.  The  next 
few  weeks  will  determine  whether  the 
Israeli  political  system  can  produce  a 
government  equal  to  the  threat. 

Schiff,  defense  editor  of  the  newspa- 
per Ha'aretz,  and  Ya'ari,  Middle  East 
correspondent  for  Israeli  television,  pro- 
vide little  reason  for  optimism.  The  out- 
break of  the  rebellion  in  Gaza  in  Decem- 
ber, 1987,  they  report,  caught  Israeli 
officials  unprepared,  despite  numerous 
warning  signs.  The  government's  "col- 
lective mental  block"  regarding  the  terri- 
tories was  such  that  troops  garrisoned 
there  lacked  riot  training  and  gear.  In- 
credibly, Defense  Minister  Yitzhak  Ra- 
bin, the  man  in  charge  of  the  territories, 
didn't  think  the  situation  warranted 
postponing  an  11-day  trip  to  the  U.  S. 
two  days  after  the  riots  flared. 
When  he  returned,  Rabin  blamed  Iran 


and  Syria  for  instigating  the  trouble, 
while  Shamir  pointed  the  finger  at  the 
Palestine  Liberation  Organization.  In  the 
authors'  view,  both  were  wrong.  They 
report  that  nearly  all  the  young  men 
arrested  in  the  early  days  said  they 
joined  the  riots  because  of  a  "feeling 
that  they  had  suffered  a  grave  personal 
injustice"  at  Israeli  hands.  They  told  in- 
terrogators of  being  locked  in  work- 
shops overnight,  cheated  of  wages,  and 
subjected  to  insults  and  abuse.  Few 
seemed  influenced  by  PLO  propaganda. 

In  fact,  the  PLO  seems  to  have  been 
caught  napping,  too.  For  years,  its  chair- 
man, Yasser  Arafat,  had  discounted  the 
possibility  of  sustained  active  resistance 
to  Israeli  occupation.  The  authors  paint 
an  amusing  picture  of  the  PLO  chief  and 
his  top  aide,  Khalil  al-Wazir,  in  the  early 
weeks  of  the  uprising,  instructing  sup- 
porters in  the  territories  by  phone,  radio, 
and  even  fax  to  climb  on  the  bandwag- 
on— and  to  be  sure  Arafat's  poster  was 
displayed  for  TV  cameras. 

For  a  long  time,  local  leaders,  not  PLO 
headquarters  in  Tunis,  set  the  agenda. 
Arafat,  however,  was  able  to  progres- 
sively increase  his  influence.  As  Schiff 
and  Ya'ari  note,  by  deporting  many  in- 
surrection leaders,  the  Israeli  govern- 
ment actually  strengthened  his  hand. 

Thus,  the  Israelis  may  have  missed  a 
chance  to  exploit  the  difference  in  inter- 
ests between  the  territories'  residents 
and  the  PLO  leadership.  The  West  Bank- 


ers and  Gazans,  who  have  homes  then 
might  be  satisfied  with  far  less  tha 
Arafat,  who  has  made  a  career  of  repn 
senting  Palestinians  who  want  to  returr 

To  exploit  this  gap  would  require  I; 
raeli  politicians  to  open  the  future  of  th 
.territories  to  serious  negotiation.  Whil 
Labor  Party  politicians  now  endorse 
land-for-peace  compromise,  Shamir's  L 
kud  Party  still  clings  to  the  dream  of 
big  Israel.  The  impasse  dumps  the  tas 
of  dealing  with  the  insurrection  into  th 
laps  of  reluctant  army  commanders. 

It's  a  dirty  job,  as  Schiff  and  Ya'ai 
vividly  convey.  Troops  in  the  territories 
are  in  constant  contact  with  a  hostiii 
population  that  pelts  them  with  stones 
and  showers  them  with  insults,  often  il. 
fluent  Hebrew.  They  also  have  to  put  ub 
with  harassment  from  Jewish  settlerl, 
who  say  the  army  isn't  doing  enough  t 
protect  them.  Soldiers  have  often  acte 
out  their  frustrations  by  savagely  bea 
ing  detainees  with  clubs,  which  the  arm 
had  intended  as  a  gentler  form  of  ric 
control  than  firearms. 

The  experience  of  trying  to  suppres 
the  intifada  is  having  a  "corrupting  ii 
fluence"  not  only  on  the  military,  th 
authors  declare,  but  also  on  young  h 
raelis.  As  an  example,  they  give  a  hai 
rowing  account  of  high  school  student 
beating  prisoners  while  on  a  routine  vis 
to  an  army  camp.  "Occupation  and  da 
mocracy  cannot  dwell  together  fof 
long,"  the  authors  write. 

As  in  their  acclaimed  Israel's  Leba 
non  War,  Schiff  and  Ya'ari  are  at  thei 
best  reporting  on  Israel's  internal  polic,, 
debates,  such  as  the  ones  betwees' 
tough-talking  politicians  and  the  mor 
pragmatic  military.  In  one  clash,  a  Liku' 
Cabinet  minister  proposes  demolishin;! 
whole  residential  blocks  to  suppress  th 
intifada.  A  senior  general  replies  icilj, 
"Israel  is  a  country  ruled  by  law."  | 

The  authors  have  apparently  gleane| 
much  material  from  military  and  intellj 
gence  sources,  which  may  account  tow 
the  scanty  documentation.  Still,  theiw 
highly  readable  account  generally  ringp 
true.  W 

The  authors'  military  sources  may  hi. 
trying,  through  leaks,  to  nudge  Israe| 
politicians  toward  a  more  realistic  af| 
proach.  The  intifada,  Schiff  and  Ya'ail 
say,  has  caused  the  military  to  questio:li 
the  conventional  wisdom  that  holding  o:| 
to  the  territories  enhances  Israeli  secur  i 
ty.  The  authors  share  their  view.  Contir| 
ued  occupation,  they  write,  will  mean  J 
"relentless  war  of  attrition,"  and  there' I 
no  way  of  bypassing  the  PLO.  They  urg  I 
that  Israel  make  a  "major  leap"  towar 
a  settlement  by  offering  to  negotiate  ai 
"administrative  withdrawal"  from  th 
West  Bank  and  a  more  sweeping  trans 
fer  of  power  in  Gaza.  Their  book  const 
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THE  TRAVELERS  RANKED  AS  ONE  OF 
.MERICAS  TOP  INVESTMENT  MANAGERS 
IN  1989.  AND  IN  1988, 1987 1986... 


THE  BOTTOM  LINE  IS  YOUR 
FINANCIAL  PEACE  OF  MIND. 
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As  one  of  America's  leading  institutional  investors,  we  have  helped  the  assets  of 
^er  5,000  customers  grow^.  Our  Diversified  Portfolio  Management  program  is  a  striking 
<ample  of  our  strength  and  expertise  in  this  field,  ranking  in  SEI's*  top  quartile  for  the 
st  5  years. 

This  consistent  strength  and  emphasis  on  performance  underlies  aU  our  products 
nd  services.  We  back  them  with  125  years  of  experience,  a  commitment  to  customer 
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Managing  today  is  managing  people. 
Forging  the  Productivity  Partnership  shows 
you  how  to  take  personal  command  of  the  behavior-shaping 
tools,  techniques  and  technologies  of  our  time.  You'll  discover  how 
to  tie  together  strategy,  training,  organizational  communication,  motivation, 
computerized  information,  measurement  and  recognition  to  de\elop  a 
hard-hitting,  customer-responsive  business  force. 

Bill  Sandy  and  his  colleagues  are  immersed  in  helping  bring  large-scale 
change  to  industries  in  upheaval.  This  book  captures  the  drama  of  change 
and  shows  >'0U  how  to  mobilize  people  to  make  a  powerful  difference. 


Get  Forging  the  Productivity  Partnership. 
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tutes  a  persuasive  argument  that 
sooner  the  Israeli  body  politic  cor 
around  to  this  view,  the  lower  the  int\ 
da's  ultimate  costs  will  be. 

BY  STANLEY  RE 
Stajf  Editor  Reed  lived  in  Cairo  for 
years  and  has  written  extensively  on 
Middle  En,'<t. 


BOOK  BRIEFS  I 


THE  HOUSE  OF  MORGAN:  AN  AMERICAN 
BANKING  DYNASTY  AND  THE  RISE 
OF  MODERN  FINANCE 

By  Ron  Chernov. 

Atlantic  Monthly  Press  •  812pp  •  $29.95 


In  Til e  House  of  Morgayi,  author 
Chernow  boldly  claims  to  link  the 
tory  of  the  Morgan  banks  with 
evolution  of  modern  finance.  It's  a  pr 
ising  theme.  From  its  inception,  M 
gan's  fortunes  have  tracked  the  devel 
ment  of  the  financial  markets — t 
steady  transition  from  strong  bank 
dominating  fledgling  industry  to  ba 
ers  as  guns  for  hire.  The  Glass-Stea 
Act  of  1933  busted  up  the  House- 
the  shards  include  one  of  today's 
thriving  investment  banks  and  one 
the  leading  commercial  lenders.  How 
the  Morgan  bankers  adapt,  survive, 
prosper  while  so  m.any  others  failed 
Unfortunately,  Chernow,  formerh 
reporter  for  Rolling  Stone  and  an  as 
ciate  of  the  Twentieth  Century  Fund 
public-policy  foundation,  has  read  mu 
but  understood  little.  The  House  of  Mt 
gan  is  full  of  details,  but  it  lacks 
narrative  to  make  sense  of  them. 

Xo  zingy  anecdotes  here.  The  sea 
dozen  pages  on  the  1933  Pecora  he; 
ings,  when  J.  P.  Morgan  Jr.  was  pillori 
for  distributing  shares  at  preferent 
prices  before  public  offerings,  for  e.xa 
pie,  make  little  use  of  the  entertainii 
and  revealing  transcripts  to  recrea 
how  the  Morgans  operated.  Instet 
Chernow  recounts  the  progress  of  t 
hearings,  a  tiresome  business. 

The  modern  age  fares  no  better:  Ch( 
now  offers  little  insight  into  how  t 
Morgans  sursived.  These  shortcomin. 
are  especially  frustrating  because, 
compiling  this  monumental  book,  Ch( 
now  seems  to  have  perused  every  ava 
able  letter,  telegram,  and  note. 

Do  I  sound  crabby?  I  am.  I  open 
this  book  anticipating  a  tale  of  strugg 
for  power  over  world  financial  marke 
as  bankers  lost  control  over  large  poc 
of  money.  I  found  an  account  that  sa 
much,  reveals  nothing — and  certain 
says  nothing  but  good.  (Chernow  ma 
ages  to  excuse  the  Morgans'  anti-Sen 
tism  and  the  bank's  support  of  Musso 
ni.)  I  only  hope  Chernow  WTites  n 
biography  when  I'm  gone. 

BY  LAURA  JERES 
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HE  POWER  THAT  APPLE  GIVES  AN  INDIVIDUAL, 


iXPANDS  TO  YOUR  ENTIRE  COMPANY. 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  connection.  It  gives  you  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  connectivity  is  the 
key.  Getting  everybody  and  everything 
—  everything  —  working  together  to 
increase  efficiency  and  productivity. 


Macintosh®  IIx 


EXPANDING 
YOUR  POWER  TO 
BE  THE  BEST, 


MICROAGE  MAKES  IT  EASY 

MicroAge  becomes  your  complete 
microcomputer  business  partner:  con- 
sultation, needs  analysis,  planning  and 
designing,  networking,  integrating  differ- 
ent computer  systems,  training,  service 
and  continuing  consultation.  With 
MicroAge,  you  become  a  valued  client 
rather  than  a  one-time  customer. 


NATIONAL  CAPABILITIES 
WITH  LOCAL  CONNECTIONS 

With  a  network  of  more  than  500  loca- 
tions, MicroAge  offers  local  access  to  our 
extensive  national  capabilities.  Founded 
in  1976,  MicroAge  was  the  first 
computer  dealer  organization  to  develop 
and  implement  a  tme  solutions  selling 
approach.  Nobody  can  answer  your 
microcomputer  business  needs  better 
than  MicroAge  and  Apple. 

CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want  to 
help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  Apple  authorized  MicroAge 
or  MicroAge  Affiliate  location  nearest 
you,  call  1-800-876-1530. 


Authorized  Dealer 


MicroAge' 


&  MicroAge  Affiliate  Locations 


©  1990  MCCI.  MicroAge  is  a  registered  trademark  of  MicroAge  Computer  Centers,  Inc.  MicroAge  is  an  mtcrnational  sales  organization  of  independently 
owned  and  operated  franctiises  and  company-owned  centers.  Apple,  the  Apple  logo  and  Macintosh  are  registered  trademarks  of  Apple  Computer,  Inc. 


Let's  say  you  wanted  to  build 
e  most  reliable  800  network  in 
e  world.  And  give  it  the  nnost 
)phisticated  features. 

There  are  only  two  approaches 
I  the  problem. 

You  could  start  with  an  opera- 
Df]  that  began  over  100  years 
;o.  And  upgrade  it  one  part  at  a 
ne.  By  adding  digital  switches 
ire.  fiberoptic  lines  there, 
id  doing  your  best  to  make  this 
ulti-layered  system  work  like 
le  piece. 

Or  you  could  start  with  a 
ean  sheet  of  paper  And  build 
network  that  actually  is  one 


piece.  That's  exactly  what  we've 
done.  At  US  Sprintf  we  started 
in  1986,  and  built  our  entire 
network  from  the  ground  up. 
With  the  same  equipment  at 
every  location.  And  100%  digital 
fiberoptic  lines.  Nationwide. 

Technically  we  call  this  ap- 
proach flat  architecture.  But  in 
non-technical  terms,  it  means 
there's  a  lot  less  to  go  wrong. 

With  this  simple  approach 
to  800  service,  we  can  give 
you  enhanced  features  like  call 
allocation,  which  lets  you  route 
calls  based  on  anticipated 
demand.  And  command  routing. 


which  lets  you  react  to  unexpect- 
ed demand  instantly. 

So  you  can  make  it  much 
easier  for  customers  to  get  in 
touch  with  you. 

As  new  features  are  developed, 
adding  them  is  a  simple  matter 
of  programming.  Because  of  all 
this,  we  can  give  you  the  most 
sophisticated  800  service  in  the 
world.  And  the  most  reliable. 

So,  if  you  want  an  800  service 
that  keeps  your  business  in  one 
piece,  just  give  us  a  call. 

1-800-877-2000. 

©1990  us  Spnnl  Commumcdtions  Company  Limiied  Parlnership 
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ITS  A  NEW  WORLD" 


Economic  Viewpoint 


INDUSTRY  NEEDS 
A  BETTER 
INCUBATOR  THAN 
THE  PENTAGON 


BY  ROBERT  KUTTNER 


The  Defense  Dept. — not  the 
invisible  hand — has  been 
the  quiet  midwife  of  many 
of  America's  vital 
technologies.  But  that's  no 
longer  good  enough. 
Now,  the  U.  S.  requii'es 
a  real  industrial  policy 


ROBERT  !■  rriNER  IS  ECONOMICS 
CORRESPONDENT  PL'"  ^HE  NEW  REPUBLIC 
AND  AUTHOR  OF  THt  .  !PE  OF  THE  PARTY 


E: 


Iver  since  World  War  II,  the  U.S. 
has  had  an  unacknowledged  indus- 
trial policy  known  as  the  Pentagon. 
Every  time  the  military  buys  a  new 
weapon  system,  it  subsidizes  a  technol- 
ogy. The  Pentagon  also  invests  massive- 
ly in  basic  research  through  national  lab- 
oratories, independent  contractor 
research,  and  applied  projects  financed 
by  the  Defense  Advanced  Research  Proj- 
ects Agency.  DARP.^,  with  a  budget  of 
over  a  billion  dollars  a  year,  is  the  U.  S. 
equivalent  of  Japan's  Ministry  of  Inter- 
national Trade  &  Industry. 

Officially,  America's  stated  economic 
ideology  is  laissez-faire.  The  government 
stays  out  of  the  private  market,  and  pri- 
vate investors  decide  which  new  technol- 
ogies to  back.  It  is  therefore  awkward  to 
admit  the  role  of  the  Pentagon  as  Ameri- 
ca's MITI.  But  the  Pentagon  can  rightly 
claim  parentage  of  major  innovations  in 
everything  from  computerized  machine 
tools  to  integrated  circuits,  advanced 
composite  materials,  supercomputers, 
optics,  and  telecommunications. 

The  U.  S.  government  maintains  the 
pretense  that  it  nonetheless  practices 
laissez-faire  by  acting  as  if  the  Pentagon 
is  wholly  separate  from  the  marketplace. 
•Just  as  national  defense  occasionally  re- 
quires practices  otherwise  odious  to  a 
free  society,  such  as  conscription,  cen- 
sorship, and  killing,  it  occasionally  re- 
quires a  dose  of  (gasp!)  economic  plan- 
ning. Thus,  the  private  market  economy 
is  over  here,  the  national  security  estab- 
lishment over  there,  and  never  the  twain 
shall  meet. 

DANGEROUS  DEPENDENCY.  But  real  econ- 
omies don't  work  lliat  way,  for  research 
spills  over.  It  was  not  the  invisible  hand 
but  the  U.  S.  Air  Force  that  made  com- 
mercial aircraft  America's  largest  export 
winner.  Moreover,  the  Pentagon  itself 
needs  a  strong  commercial  economy  for 
many  products  vital  to  the  national  de- 
fense. If,  for  example,  the  U.  S.  semicon- 
ductor industry  were  to  vanish,  the  Pen- 
tagon would  either  depend  on  foreign 
producers  for  a  strategic  product  or 
would  maintain  an  in-house  semiconduc- 
tor industry  at  astronomical  expense. 

In  1989,  the  Pentagon  published  a  list 
of  22  "strategically  critical"  technol- 
ogies. These  included  a  few  purely  mili- 
tary ones,  such  as  automatic  target  rec- 
ognition. But  for  the  most  part,  it  listed 
broad  generic  technologies  key  to  com- 
mercial competitiveness:  microelectronic 
circuits,  robotics,  fiber  optics,  biotechnol- 
ogy, superconductivity,  and  advanced 
composite  materials,  among  others.  The 
premise  that  any  commercial  fallout 
must  be  incidental  to  a  military  purpose 
ties  technology  policy  into  knots.  And  as 
the  cold  war  winds  down,  it  becomes 
ever  harder  to  argue  that  these  ad- 


vanced technologies  are  purely  milita 
imperatives. 

Advocates  of  civilian  industrial  poll 
find  themselves  using  the  Pentagon  as 
stalking  horse  because  it  is  the  or 
ideologically  permissible  game  in  tow 
Senator  Jeff  Bingaman  (D.-N.  M.),  w 
chairs  the  Armed  Services  subcommitt 
on  defense  industry  and  technology,  h 
conducted  a  series  of  brilliant  hearing 
smoking  out  the  dirty  little  secret  th 
militarily  and  commercially  stratej 
technologies  are  essentially  one  and  t 
same.  A  group  called  Rebuild  Americ 
chaired  by  Representative  Mel  Levi 
(D.-Calif.),  has  lobbied  for  industry 
research  consortiums  in  key  emergii 
industries  with  both  military  and  co: 
mercia!  applications  such  as  high-defi: 
tion  television. 
STARVATION  DIET.  However,  the  Wh; 
House  is  wise  to  the  stalking-hor 
game.  It  has  virtually  killed  public  fur 
ing  for  HDTV  and  is  also  trying  to  sha 
darpa's  budget.  In  the  1988  trade  a( 
Senator  Ernest  F.  Hollings  (D.-S.  ( 
managed  to  insert  a  provision  setting  \ 
a  tiny  commercial  technology  office 
the  Commerce  Dept.,  known  as  the  N 
tional  Institute  of  Standards  &  Techn( 
ogy.  But  the  Administration  has  starvi 
NIST  for  funds.  Supporters  of  even  mil 
malist  industrial  policy  within  the  A 
ministration — Commerce  Secretary  Ro 
ert  A.  Mosbacher  and  Deputy  Secreta; 
Thomas  J.  Murrin,  Craig  I.  Fields 
DARPA,  and  White  House  science  advis^ 
D.  Allan  Bromley,  have  been  outflankt 
and  undercut  by  the  laissez-faire  ide 
logues  at  the  White  House — Chief 
Staff  John  H.  Sununu,  Chief  Econom 
Adviser  Michael  J.  Boskin,  and  Budg 
Director  Richard  G.  Darman. 

Other  nations,  of  course,  have  neithi 
our  dogmatic  devotion  to  laissez-faii 
nor  a  large  defense  establishment  as 
closet  industrial  policy.  Japan's  MITI 
clear  about  its  commercial  goals: 
wants  Japan's  advanced  industries  to  1 
second  to  none.  The  European  Commur 
ty,  likewise,  can  admit  that  it  has  a  civ' 
ian  technology  policy  frankly  intended 
advance  European  industry. 

The  end  of  the  cold  war  forces  a  rec 
oning.  America  needs  to  support  k( 
technologies  not  because  the  Russiar 
are  coming  but  because  individual  pi 
vate  companies  don't  invest  enough 
research  and  development.  An  advance 
economy  requires  advanced  technolog 
We've  been  able  to  maintiiin  the  m>1 
that  the  invisible  hand  does  it  all,  on' 
because  of  the  anomalous  role  of  tl 
Pentagon.  But  that  hasn't  fooled  oi 
trading  partners — only  ourselves.  It 
high  time  to  get  serious  about  helpin 
industry  develop  the  commercial  technc 
ogy  America  needs. 
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Every  decision  should  he  as  clear-cut  as  your  choice  of  Bostonian.  These  wingtips  are 
trimmer,  more  richly  detailed.  Atid  more  comfortable.  With  cushioned  innersoles 
and  glove-soft  leather  linings.  About  $115.  For  nearby  stores,  call  1-800-444-2624. 


perfectlii  fittnifi  and  proper 


The  natural  reasons  why  Volvo 
still  believes  in  tomorrow. 


I 


n  the  mid-1930s  the  co-founder 
of  Volvo,  Assar  Gabrielsson,  wrote  a 
manual  for  his  salesmen. 

A  product,  he  explained,  can  be 
inexpensive  without  being  cheap.  ''If 
we  always  use  the  best  methods  of 
manufacture,  use  the  finest  materials 
and  take  meticulous  care,  we'll  produce 
a  longer  lasting  product  and  one  that's 
cheaper  to  use  than  others." 

Gabrielsson  re-emphasized  this 
thought  when  he  said  "a  car  is  made  by 
people  for  people.  The  guiding  prin- 
ciple behind  everything  we  make  at 


5di 
ire 


Volvo  is  and  must  remain  ...  safety." 

Two  decades  later,  in  1956,  Gunnar 
Engellau,  took  over  as  Chief  Executive 
Officer.  'T  raise  my  hat  to  everything 
accomplished  to  date",  he  said,  "and  rol 
up  my  sleeves  to  work  for  tomorrow."  |?o! 

Speedily  expanding  production 
capacity,  Engellau  established  Volvo 
operations  in  both  Europe  and  the 
United  States. 

Since  1971  Volvo  has  been  energet- 
ically led  by  Pehr  G  Gyllenhammar.  Hf 
has  reshaped  Volvo  into  a  broad-based 
and  truly  international  industrial  group 


iin 


lenhammar  has  won  worldwide 
laim  for  implementing  such  daring 
ovations  as  the  abandonment  of  the 
duction  line  to  make  the  workplace 
re  humane. 

blvo  s  drive  for  high  quality,  its  care 
people  and  its  responsibility  for  its 
ons  continue  unabated. 
[  trust  and  believe  Volvo  will  re- 
in strong/'  Pehr  G  Gyllenhammar 
1  recently.  "Financial  health  is  vital 
/olvo,  but  the  well-being  of  people 
qually  important." 


VOLVO:  79,000  em- 
ployees worldwide.  Sales 
US  $  15  billion.  Business 
activities  encompass  cars, 
trucks,  buses,  marine  and 
industrial  engines,  aero- 
space, food  and  finance. 
Our  position  as  a  major 
international  group  with 
substantial  operations  in 
Europe  and  North  Amer- 
ica is  a  result  of  quality, 
safety,  high  ethical  stan- 
dards and  showing  care 
for  people  and  the 
environment. 


VOLVO 
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conomic  Trends 


BY  KAREN  PENNAR 


GRAYING  BABY 
BOOMERS  ARE  STILL 
BIG  SPENDERS 


It  has  become  a  commonplace  by  now 
that  the  aging  of  the  baby  boomers 
will  usher  in  a  new  period  of  thrift.  As 
members  of  the  thirtysomething  gener- 
ation move  thi-ough  middle  age,  the  ar- 
gument goes,  they'll  restrain  their  free- 
spending  ways  and  start  thinking  about 
their  kids'  college  educations  and  their 
own  retirement.  And  that,  say  some 
economists,  is  certain  to  force  them  to 
save  more.  It  already  seems  to  be  hap- 
pening: Money  put  aside  as  a  share  of 
disposable  income  has  risen  to  nearly  6^"f 
from  its  anemic  3.27c  in  1987. 
This  familiar  demographic  argument. 


CONSUMERS  HAVEN'T 
RETREATED 


CONSUMPTION  EXPENDITURES 
AS  A  SHARE  OF  GNP 
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however,  obscures  some  trends  in  spend- 
ing. First,  consumer  spending  continues 
to  account  for  the  lion's  share  of  gross 
national  product.  Indeed,  consumption  as 
a  share  of  GXP  will  hit  a  record  67'^"'  this 
year,  economists  at  DRi/McGraw-Hill 
predict,  and  is  likely  to  shrink  only 
slightly,  to  66'',  by  2000.  That  means 
that  even  though  annual  increases  in 
ig  may  be  smaller  than  they  were 
...  .  ...  mid-1980s,  consumption  continues 

to  play  by  far  the  most  important  role  of 
any  sector  in  the  economy. 

Second,  just  which  goods  and  services 
baby  boomers  choose  to  buy  is  likely  to 
change  much  more  dramatically  than  the 
sa\ings  rate.  "Although  personal  saving 
appears  relatively  insensitive  to  demo- 
graphic shifts,"  argues  economist  Ste- 
phen S.  Roach  of  Morgan  Stanley  &  Co., 
"there  can  be  no  mistaking  the  impact  of 
a  changing  population  on  the  mix  of  con- 
sumer expenditures."  Using  government 
data  for  1988,  Roach  shows  in  a  recent 
report  that  people  aged  4.5  to  .54 — the 


bracket  baby  boomers  are  now  moving 
into — scale  back  spending  that  goes  to- 
ward essentials  such  as  shelter,  utilities, 
and  food  and  step  up  spending  on  goods 
such  as  alcohol  and  tobacco  and  discre- 
tionary items  such  as  vacation  homes 
and  entertainment.  This  age  group  de- 
votes 38.6^  of  total  spending  to  discre- 
tionary items,  while  the  25-to-34-year- 
olds  allocate  35.7%  and  the  35-to-44-year- 
olds  devote  37.2'''(. 

Roach  predicts  a  consumption  surge 
by  baby  boomers  in  the  1990s,  driven  by 
spending  on  home  furnishings,  clothing, 
cars,  and  personal  care  products,  soon  to 
be  followed  by  outlays  for  education  and 
charity.  "This  is  a  group  that  can  afford 
to  do  it  all — and  still  set  some  aside 
for  saving,"  he  says.  With  the  second 
wave  of  baby  boomers,  now  age  25  to 
34,  soon  to  enter  this  high-spending 
bracket,  consumption's  share  of  GXP  is 
likely  to  stay  at  near-historic  levels  for 
some  time. 


PINNING  THE  BLAME 
FOR  THE  DIP 
IN  R&D  BUDGETS 


Do  corporate  restructurings  affect 
spending  on  research  and  develop- 
ment'? Critics  of  the  dealmaking  wave  of 
the  1980s  point  to  anecdotal  evidence 
that  R&D  budgets  are  slashed  following 
leveraged  buyouts  and  debt-driven 
mergers  and  acquisitions  and  say  that 
America's  long-run  competitive  stature 
is  injured  as  a  result.  Proponents  of  cor- 
porate restructuring  cite  economic  stud- 
ies to  the  contrarv',  most  of  which  con- 
clude that  there  is  little  or  no  change  in 
R&D  outlays  after  restructuring.  Now, 
an  economist  who  has  tackled  this  sub- 
ject before  has  done  further  research — 
and  her  varied  conclusions  supply  am- 
munition to  both  sides. 

Bronwyn  H.  Hall,  economist  at  the 
University  of  California  at  Berkeley, 
used  data  for  2,.500  companies  existing 
between  1976  and  1987.  With  respect  to 
LBOs,  Hall  argues  that  most  companies 
that  go  private  tend  to  be  in  relatively 
low-tech  businesses  and  hence  have  neg- 
ligible R&D  budgets  to  begin  with.  Since 
these  companies  don't  report  results  af- 
ter going  private,  what  happens  to  their 
R&D  budgets  later  is  unknown. 

Hall  found  that  the  most  dramatic  re- 
sults of  restructuring  occurred  when  a 
company  took  on  much  heavier  debt 
loads  than  before.  For  these  companies, 
the  ratio  of  R&D  spending  to  sales — a 
measure  of  R&D  "intensitv" — fell  signifi- 
cantly, from  3.4%  in  1982  to  2.6%  in  1987. 
So  it's  probably  debt  rather  than  deal 
fever  per  se  that  has  sliced  R&D  spend- 


ing in  the  U.  S.  Hall  says  R&D  "may  bj  ? 
an  unintended  victim  of  the  curren! 
trend  in  the  United  States  to  shift  th 
source  of  financing  toward  debt." 


IT'S  EASIER  TO  GET 
OUT  OF  DEBT  WHEN  IT'S 
A  PRIVATE  AFFAIR 


I 


As  the  economy  sends  off  signs 
weakness,  more  heavily  indeb' 
companies  may  find  themselves  struj 
gling  to  meet  debt  payments  and  uli 
mately  contending  with  the  threat 
bankruptcy.  Increasingly,  these  compi 
nies  may  discover  ttiat  private  debt 
structuring  is  a  more  attractive  altemi 
tive  than  filing  for  protection  froq 
creditors  under  Chapter  11  of  the  bani  ■. 
ruptcy  code.  t 
So  argue  economists  Stuart  C.  Gilso;  ^ 
of  the  Universitv'  of  Texas  at  Austin  an 
Kose  John  and  Larr\-  H.  P.  Lang,  bot  ^'^ 
of  New  York  University.  The  three  «  li' 
cently  studied  the  experience  of  169  put  i~ 
licly  traded  companies  that  encountere  - 
severe  financial  difficulties  from  1979 
1988.  About  half  ended  up  filing  f( 
bankruptcy,  while  the  other  half  privai 
ly  renegotiated  debt  with  creditors. 

The  economists  found  that  companii 
most  likely  to  negotiate  debt  privatel 
are  those  whose  value  as  going  concern 
is  relatively  high  and  can  be  preservec 
and  whose  debts  to  banks  are  relative!' 
high  as  a  share  of  total  liabilities.  Com 
panies  most  likely  to  file  for  bankruptcy 
by  contrast,  have  more  distinct  classc' 
of  debt  outstanding.  In  such  cases,  wai 
ring  creditors  resist  agreeing  to  a  pr 
vate  renegotiation  of  the  company' 
debt.  Stockholders,  too,  fare  better  whei  '■  ■ 
debt  is  restructured  privately. 

ft 


COMMODITIES  PRICES 
ARE  GOING 
AGAINST  THE  GRAIN 


Although  most  economic  indicator,  [(■ 
seem  to  be  signaling  a  sluggisl  j . 
economy,  one  straw  in  the  wind  is  show  ^ 
ing  unusual  strength.  Prices  of  mos'^ 
commodities — notwithstanding  recen 
sharp  declines  in  precious  metals — haV'll 
been  on  the  rise  this  year.  Lacy  H.  HunlBS 
chief  economist  at  Carroll  McEntee  i  |0! 
McGinley  Inc.,  observes  that  the  Cora 
modity  Research  Bureau's  futures  inde: 
recently  moved  above  the  240  mark"- 
yielding  the  first  year-over-year  gai]lfc." 
since  early  1989.  Hunt  believes  thair- 
these  price  increases  "suggest  the  ecoi? 
omy  is  not  as  fragile  as  many  seem  b , 


believe." 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


LAS,  THE  SOFT  LANDING 

ASN'T  SQUASHED  RISING  PRICES 


rhe  Federal  Reserve  Board  seems  to  have  miscalcu- 
lated. True,  it  has  engineered  a  picture-perfect  soft 
landing  by  slowing  economic  growth  with  tight 
letary  policy.  The  mistake:  The  soft  landing  hasn't 
g  much  for  inflation.  That's  shaping  up  to  be  a  bigger 
)lem  for  1990  than  most  economists  expected, 
espite  the  slowdown  in  consumer  spending,  listless 
ory  output,  declining  operating  rates,  and  weakness 
loth  housing  and  aiitos,  inflation — measured  by  the 
;umer  price  index — still  jumped  to  an  annual  rate  of 
^  during  the  first  three  months  of  the  year,  up  from 
=  in  the  last  three  months  of  1989.  The  CPI  posted 
ithly  gains  of  0.5%  in  both  February  and  March,  after 
1%  spike  in  January  caused  by  the  impact  of  Decem- 
s  cold  snap  on  prices  for  food  and  energy. 

The  troublesome  feature  of 
the  surge  is  that  big  hikes  in 
food  and  energy  weren't  solely 
responsible.  Even  excluding 
those  categories,  the  CPI  still 
rose  0.6%'  in  January,  0.5%  in 
February,  and  0.7%  in  March — 
the  largest  monthly  increase  in 
more  than  six  years.  During  the 
first  three  months  of  the  year, 
this  core  rate  of  inflation  accel- 
erated to  7.5%,  from  4.7?^  in  the 


INFLATION 
HEATS  UP 


□  TOTAL  CP! 
-  DCPI  EXCLUDING 
FOOD  &  ENERGY 


THREE  MONTHS  tNDING 


JUNE     SEPT,     DEC  MAR. 
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nous  three  months  (chart).  Big  price  hikes  for  cloth- 
medical  care,  and  education  have  led  the  advance, 
ervice  inflation  is  the  biggest  problem  (page  24).  Ser- 
job  markets  are  tight,  keeping  upward  pressure  on 
)r  costs.  And  although  the  Fed  has  been  able  to  cool 
e  growth  in  the  goods-producing  sector  with  higher 
rest  rates,  demand  for  services  is  still  strong, 
he  price  hikes  already  on  the  books  mean  that  keep- 
inflation  below  5%  this  year  will  be  difficult.  Even  if 
ithly  price  increases  for  the  rest  of  the  year  moder- 
to  the  0.3%-to-0.4%'  range  as  expected,  consumer 
ation  in  1990  could  end  up  between  5%  and  67c. 


OSTIY 
AT 


HOLESALE  The  upward  surge  in  consumer  prices  in 
)STS  ARE  the  first  quarter  was  in  direct  contrast  to 
the  moderate  pace  of  inflation  at  the  pro- 
ducer level.  That  reflects  the  sluggish 
:e  of  manufacturing,  caused  by  soft  demand.  Weak 
srs  are  holding  back  output  and  loosening  capacity, 
nng  little  room  for  factories  to  hike  prices, 
ideed,  prices  for  all  finished  goods  dropped  0.2%  in 
rch  and  were  flat  in  February.  Excluding  food  and 
rgy,  wholesale  costs  have  also  been  tame.  They  rose 


at  an  annual  rate  of  only  3.3%  in  the  first  quarter — their 
slowest  quarterly  pace  in  almost  two  years. 

Moreover,  the  costs  of  input  materials  used  by  produc- 
ers remain  well-behaved  and  are  exerting  little  upward 
pressure  on  finished-goods  prices.  Excluding  food  and 
energy,  the  first-quarter  prices  of  intermediate  supplies 
showed  almost  no  gain  from  fourth-quarter  levels. 
Crude-materials  costs  fell  at  a  7.3':''  annual  rate,  their 
fourth  consecutive  quarterly  drop. 

HOT  MUCH  Industrial  production  in  March  wasn't 
IIP  OH  THE  nearly  as  strong  as  the  numbers  suggest- 
ASSEMBLY  ed.  Output  of  U.  S.  manufacturers,  mines, 
LIHES  2L-nd  utilities  rose  a  surprisingly  strong 

0.7%,  after  an  0.8%  gain  in  February.  But  higher  utility 
use  contributed  to  last  month's  increase.  March's  colder 
weather  boosted  energ>^  use  by  6'^'.  And  a  rebound  in 
auto  output  from  an  exceptionally  low  level  accounted 
for  much  of  the  rest. 

Auto  production  leaped  to  an  annual  rate  of  6.7  million 
cars  in  March,  up  from  5.8  million  in  February.  But 
that's  still  very  low.  Back  in  January,  production  was  the 
worst  in  seven  years.  So  despite  the  impressive  gains  in 
the  last  two  months,  first-quarter  car  production  fell  at 
an  annual  rate  of  37.7%  from  the  fourth  quarter. 

Moreover,  Detroit  has  been  conservative  in  its  produc- 
tion scheduling  in  the  second  quarter.  New  domestically 
made  cars  sold  at  a  6.6  million  annual  rate  in  early  April, 
and  this  quarter's  output  is  set  at  close  to  that  level.  But 
such  a  slow  pace  means  that,  heading  into  the  summer, 
overall  factory  production  will  remain  soft. 

Few  other  industries  exhibit 
much  strength.  Even  with  the 
big  increase  in  March  auto  out- 
put, factory  production  rose 
just  0.3%  last  month.  For  the 
quarter,  manufacturing  produc- 
tion rose  at  a  weak  0.7%  annual 
rate.  Declines  in  materials  and 
consumer  goods  offset  the 
strong  output  gains  in  business 
equipment,  mostly  computers 
and  aircraft. 


FACTORY  CAPACITY 
IS  LOOSER 


▲  PERCENT 


DATA:  FEDERAL  RESERVE 


With  production  sagging,  capacity  has  loosened  up, 
especially  in  manufacturing  (chart).  Again,  higher  utility 
use  pushed  up  overall  operating  rates  in  March  to  83.3% 
from  82.9%  in  Februarj^  But  factory  rates  were  little 
changed  in  March,  at  82.7%  from  82.6%  in  February. 

Although  capacit}'  in  some  industries,  such  as  printing, 
nonferrous  metals,  and  paper,  remains  tight,  production 
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facilities  generally  are  opening  up.  That's  good  for  the 
inflation  outlook,  at  least  for  goods  prices.  Companies 
will  hold  the  line  on  prices — if  they  can  attract  demand 
and  get  their  assembly  lines  moving  again. 


I CONSUMERS  But  is  a  spending  pickup  likely?  It  might 
KEEP  ON  look  that  way  on  Apr.  27,  when  the  Com- 
PINCHING  merce  Dept.  releases  its  figures  for  first- 
PENNIES  quarter  growth  in  gross  national  product. 
The  report  is  likely  to  show  that  real  GNP  was  a  lot 
stronger  than  had  been  expected  only  a  couple  of 
months  ago.  Spending  gains  came  in  nearly  every  major 
category.  However,  a  host  of  special  factors  overstated 
demand  growth  last  quarter,  and  spending  in  the  second 
quarter  is  unlikely  to  match  the  first  quarter's  pace. 

Growth  in  consumer  spending  will  stay  subdued  be- 
cause job  growth  has  slowed  and  consumers  are  increas- 
ingly worried  about  the  expansion's  future.  Retail  sales 
fell  0.69f  in  March,  to  $148.6  billion,  after  a  0.3%  dip  in 
February.  January  sales  had  surged  2.87^,  though. 

Although  the  big  January  gain  assures  a  strong  quar- 
terly increase  for  retail  sales,  higher  prices  had  a  lot  to 
do  with  it  (chart).  Sales  rose  at  an  annual  rate  of  10% 
last  quarter,  but  adjusted  for  price  increases,  real  vol- 
ume appears  to  have  grown  at  a  modest  2.47^^  pace. 

Plant  and  equipment  spending  got  off  to  a  good  start 
in  the  first  quarter.  But  plans  for  the  rest  of  this  year 
show  that  investment  gains  will  taper  off.  That  same 
pattern  is  likely  to  hold  for  housing,  too. 

Home  sales  and  construction  were  impressive  last 
quarter,  but  that  reflected  a  warm-weather  surge  in 
January.  Housing  starts  in  March  plunged  9.3'',  to  an 
annual  rate  of  1.32  million,  following  a  1.1%  drop  in 
February.  Rising  mortgage  rates  suggest  homebuilding 
won't  fuel  demand  very  much  in  coming  months. 

Foreign  trade  should  add  some  strength  to  demand 
this  year,  particularly  in  the  first  quarter.  That's  because 
the  merchandise  trade  deficit  shrank  from  $9.3  billion  in 


RETAIL  SALES:  REAL 
VOLUME  IS  WEAK 


150 


145 


140 


135 


January,  to  S6.5  billion  in  February — the  smallest  gap 
since  December,  1983.  Exports  fell  1%  in  February,  tqis 
$31.6  billion,  while  imports  dropped  7.67f  to  $38.1  billion,  lii 
After  adjusting  for  prices,  the  deficit  in  January  and  ^ 
February  stood  23%  below  the  fourth-quarter  level.  That  i 
means  trade  was  a  big  plus  for  GNP  growth  last  quarter.j'* 

But  that  heady  pace  of  improvement  will  not  continue] 
(page  25).  U.  S.  manufacturers  may  yet  benefit  from 
rising  demand  in  Eastern  Europe,  but  those  countries 
lack  the  hard  currency  needed  for  trade.  At  home,  pro- 
ducers will  feel  the  heat  from  the  weaker  yen,  whie 
gives  an  increased  price  advantage  to  Japanese  imports 

Heading  into  the  second  quar- 
ter, most  businesses  do  havi 
one  thing  going  for  them:  In- 
ventories, particularly  those  o: 
manufacturers,  are  at  ver; 
manageable  levels.  Total  busi- 
ness inventories  held  by  manu| 
facturers,  wholesalers,  and  re- 
tailers fell  0.4%  in  February,  to 
$794.6  billion,  and  manufactur- 
ing stockpiles  edged  down  0.1%, 
After  price  changes,  business 
inventories  have  been  shrinking  since  November. 

Although  spending  growth  was  strong  in  the  first 
quarter,  much  of  that  demand  was  satisfied  from  inven- 
tories, since  production  growth  was  so  sluggish.  That 
means  inventory  liquidation  offset  much  of  the  spending 
gains.  On  balance,  real  GXP  last  quarter  probably  posted 
a  gain  of  about  3%.  But  with  spending  growth  in  the 
second  quarter  likely  to  fall  off,  and  with  companies 
seeing  little  reason  to  boost  output,  the  economy  seems 
unlikely  to  post  that  big  a  gain  this  quarter. 

All  this  means  that  recession  remains  unlikely.  But  a 
recession  may  well  be  the  only  road  to  lower  inflation 
As  the  Fed  is  finding  out,  slow  growth  by  itself  is  having 
little  impact  on  price  pressures. 
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A  BILLIONS  OF  OOUAiiS     -1987  PRICES 
DMA:  COMMERCE  DEPT.,  BW 


EMPLOYMENT  COSTS 


Tueaday,  Apr.  JIf,  8:.30  a.m. 
In  the  first  quarter,  employment  costs 
for  private-industry  workers  probably  in- 
creased by  about  o%  above  their  levels 
of  a  year  ago,  compared  with  a  4.8%  rise 
in  the  fourth  quarter  of  1989.  Wages 
likely  grew  about  4.2%,  the  same  yearly 
pace  as  in  the  fourth  quarter.  However, 
benefit  costs  probably  advanced  by 
about  6.7%;,  up  from  their  6.1%  clip  at 
the  end  of  1989.  An  increase  in  employ- 
ers' Social  Security  contributions,  plus 
higher  health-insurance  costs,  will  lead 
the  acceleration  in  benefit  expenses.  La- 
bor costs  in  the  service  sector,  up  5.1% 
at  the  end  of  1989,  again  will  likely  out- 
pace costs  for  goods-producing  workers. 


Their  compensation  rose  4.3^^  for  the 
year  ended  in  the  fourth  quarter.  The 
strong  upward  pace  in  labor  costs  is  the 
result  of  tight  labor  markets,  especially 
in  services.  Higher  employment  outlays 
also  suggest  that  the  inflation  rate  will 
remain  near  the  o'''  mark  this  year. 

DURABLE  GOODS  ORDERS  

Tuesday.  Apr.  J4.  S:JO  a.m. 
Orders  placed  at  durable-goods  produc- 
ers likely  rose  by  about  2fy'  in  March. 
Higher  orders  for  au-craft  and  cars  will 
probably  lead  the  gain.  Orders  advanced 
2.65'^  in  FebruaiT  but  had  plunged  10.5% 
in  Januar\\  Even  with  the  expected 
March  rise,  durable-goods  demand  will 
be  about  239<  below  its  fourth-quarter 
average,  at  an  annual  rate. 


GROSS  NATIONAL  PRODUCT 


Friday,  Apr.  27,  8:30  a.m. 
Most  economists  expect  that  the  infla- 
tion-adjusted gross  national  product 
grev/  at  a  strong  3'^(  annual  rate  in  the 
first  quarter,  up  from  the  l.l^f  pace  of 
the  fourth  quarter.  A  moderate  gain  in 
consumer  spending,  plus  hefty  contribu- 
tions from  homebuilding  and  plant  and 
equipment  investment,  is  expected.  For- 
eign trade  should  also  add  to  economic 
growth.  The  real  GNP  rise  could  be  a  bit 
lower,  however,  if  nonfarm  inventories 
declined  last  quarter.  The  fbced-weight 
price  index  probably  also  accelerated,  to 
a  5%  annual  rate  in  the  first  quarter; 
from  a  3.7^c  pace  in  the  fourth.  That's 
suggested  by  rising  energy  prices. 


22  BUSINESS  WEEK/ APRIL  30.  1990 


ANKERS  TRUST 
MOWS  THE  VALUE 
fA24-H0UR-A-DAY 
IDBAL  NETWORK. 


A  global  data  communications  network  from 
Northern  Tfelecom  has  made  every  time  zone  in  the  world 
more  accessible  for  Bankers  TVust. 

It  provides  24-hour-a-day  transfer  throughout  the  world's 
financial  centers.  So  moving  cash,  trading  currency,  and  world- 
wide financing  are  faster,  easier  and  imder  tighter  control.  And 
that  makes  them  more  profitable— a  big  advantage  in  today's 
intense  international  money  markets.  Their  network  is  also  a 
great  investment  for  the  future,  because  they  can  expand  it 
almost  anywhere,  without  replacing  equipment. 

Discover  the  benefits  of  our  DPN  family  of  packet  switches, 
the  data  network  that  can  gr'ow  with  ^ 
you.  Call  l-8()0-N()RTHERN.  You'll  nJlJscom" 
find  it's  like  monev  in  the  bank.  I  w  % 


NORTHERN  TELECOM 


TECHNOLOGY    THE    WORLD    CALLS  ON 

©  1!W<)  Northern  Ttlcrdm.  DPN  is  a  trademark  of  Northern  Tfelecom. 
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INFLATION'S 
SPLIT  PERSONALITY 

PRICES  FOR  GOODS  ARE  BEHAVING,  BUT  THE  SERVICE  SECTOR  IS  RUNNING  WILD 


HEALTH  CARE  COSTS 
ARE  S9ARINC  AT  AN 
ANNUAL  RATE  OF  S% 


Call  it  the  Dr.  Jekyll  and  Mr.  Hyde 
inflation.  Prices  for  manufactured 
goods,  subdued  by  the  Federal  Re- 
serve's tight  monetary  policy,  grow 
gently  at  a  3.5%  annual  rate.  Meantime, 
service-sector  prices  are  growing  faster 
than  5.5%  annually — and  they  seem  im- 
pervious to  the  Fed's  usual  dampening 
measures.  More  and  more,  that  dichoto- 
my is  shaping  up  as  the  economic  puzzle 
of  1990. 

The  Fed  clearly  has  done  an  admirable 
job  in  reining  in  any  surge  in  prices  for 
goods.  When  the  central  bank  raised  in- 
terest rates  back  in  1988  and  early  1989, 
buyers  of  such  rate-sensitive  products  as 
cars,  houses,  and  capital  equipment 
trimmed  their  spending.  As  a  result,  job 
growth  and  earnings  have  been  slashed 
in  those  industries.  What's  more,  compa- 
nies found  that  to  hold  customers,  they 
couldn't  pass  along  much  in  the  way  of 
higher  prices. 


II 
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PERCENT  CHANGE,  ANNUAL  RATE 
DATA:  LABOR  DEPT. 


But,  as  economist  Mi- 
chael P.  Niemira  of  Mit- 
subishi Bank  Ltd.  in 
New  York  points  out, 
"the  Fed  doesn't  have 
the  tools  to  control  ser- 
vice prices."  Keeping  a  tight  rein  on 
credit  has  done  little  to  curb  either  con- 
sumer spending  on  services  or  the  rapid 
price  hikes  of  service  companies.  So  both 
Dr.  Jekyll  and  Mr.  Hyde  could  be  spied 
in  the  Apr.  17  Labor  Dept.  repoi  t  of  its 
March  data  on  consumer  prices:  The  con- 
sumer price  index  taken  as  a  whole  in- 
creased 0.5%  in  March,  but  goods  prices 
were  up  just  O.'Z':'-'' .  Costs  of  services? 
They  jumped  by  0.77>. 
MUTED  RESPONSE.  What's  worrisome  is 
that  this  upward  tilt  in  service  inflation 
shows  no  signs  of  abating  (chart).  And 
because  of  higher  prices  for  energy,  ap- 
parel, and  medical  care,  the  overall  CPI  in 
the  first  quarter  grew  at  a  startingly 


CONSUMER  PRICE  INDEX 
FOR  SERVICES 
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fast  annual  rale  o 
8.57'.  That  puts  th 
Fed's  1990  inflatio 
forecast  of  between  4/ 
and  4.57  in  jeopardy. 
Cracking  the  servic 
side  of  inflation  is  especially  difficul 
now  because  labor  markets  are  so  tight 
Only  about  5%  of  service-sector  emploj 
ees  are  out  of  work,  compared  with  6.6/ 
of  goods-producing  workers.  And  tha 
has  wages — the  chief  determinant  i 
pricing  services — ^jumping.  Labor  cost 
in  the  service-producing  sector  rose  5.4/ 
in  1989,  while  in  manufacturing  the 
climbed  at  a  more  tepid  4.37».  Worse  yet 
productivity  gains  in  industries  outsid 
of  manufacturing  proved  nil.  The  result 
Service  companies  must  mark  up  thei 
prices  in  order  to  cover  higher  labo 
costs  and  protect  their  profit  margins. 

Eventually,  economists  note,  the  ser 
vice  sector  will  respond  to  Fed  tighter 
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"Service  inflation  does  respond  to 
business  cycle,"  Niemira  says.  "But 
esponse  is  more  muted"  than  that  of 
Is  inflation.  And  that  means  any  re- 
ise  to  Fed  action  will  take  time, 
•ecisely  how  long  the  Fed  must  wait 
ire  its  policy  makes  any  impact  on 
service  sector  is  unclear.  Niemira 
m't  see  a  turnaround  in  service  infla- 

before  mid-1991.  But  Mickey  D. 
jf,  chief  economist  at  First  Fidelity 
corp,  says  the  slide  will  start  sooner. 
f's  rationale:  Key  service  industries 
now  feeling  the  brunt  of  a  weaker 
ufacturing  sector.  "Already,  retail 
e,  real  estate,  and  finance  have  been 
jrperforming  the  rest  of  the  econo- 
"  Levy  observes.  "We're  seeing 
e  job  layoffs  and  even  larger  de- 
is  in  corporate  profits  for  those  in- 
ries.  I  think  that  price  adjustments 
?rvices  are  starting  to  unfold." 

addition,  Levy  says,  the  recent 
kness  in  home  values  is  showing  up 
he  housing  component  of  the  CP!. 

since  shelter  accounts  for  26%  of 


the  total  index,  slower  growth  in  hous- 
ing costs  would  cut  overall  inflation. 

If  that's  true,  the  Fed  would  have 
more  breathing  room  in  its  battle 
against  inflation  this  year,  especially 
since  other  inflationary  factors  are  out- 
side its  realm.  "The  Fed  does  not  have 
any  control  over  Social  Security  tax  in- 
creases, or  minimum-wage  hikes,"  says 
Niemira.  "Those  are  legislative  inflation 
increases."  Nor  does  the  Fed  have  con- 
trol over  the  juggernaut  of  rising  service 
inflation:  health  care  costs.  They're  soar- 
ing at  an  annual  rate  of  more  than  8'f, 
with  no  sign  of  slowing.  "Right  now," 
says  Walt  Bottiny,  a  managing  econo- 
mist for  DRi/McGraw-Hill,  "we  have  lit- 
tle incentive  not  to  use  [health  care]  fa- 
cilities" because  the  government  or 
private  insurers  pick  up  the  bill. 
'OPTIMISTIC  The  Fed  seems  not  to  be 
panicking  over  service  inflation.  Fed 
Chairman  Alan  Greenspan  believes  that 
the  economy  has  enough  slack  that  infla- 
tion will  cool  later  on.  And  others  in  the 
central  bank  consider  the  first-quarter 


inflation  numbers  to  be  an  aberration. 
Certain  events,  they  note,  such  as  a 
runup  in  oil  prices  that  has  already  re- 
versed itself,  are  unlikely  to  be  repeated 
in  the  coming  months.  "I'm  more  opti- 
mistic than  those  [first-quarter]  numbers 
would  suggest,"  says  Robert  P.  Black, 
president  of  the  Richmond  (Va.)  Federal 
Reserve  Bank.  "I  don't  want  to  wait  un- 
til I  see  the  whites  of  their  eyes,"  adds 
Kansas  City  Fed  President  Roger  Guf- 
fey,  "but  patience  is  the  best  course  at 
the  moment." 

That  wait-and-see  attitude  seems  to  in- 
dicate that  the  Fed  will  stand  pat  at 
least  until  the  Federal  Open  Market 
Committee  meets  on  May  15.  After  all, 
any  boost  in  interest  rates  would  deal  a 
serious  blow  to  a  still-sluggish  manufac- 
turing sector.  Greenspan  and  his  col- 
leagues may  be  willing  to  tolerate  the 
monster  of  rapid  service  inflation 
rather  than  put  the  seven-year-old  ex- 
pansion at  risk. 

By  Kathleen  Madigan  in  New  York,  with 
Mike  McNamee  in  Washington 


Commentary/by  Michael  J.  Mandel 


JUST  WHEN  YOU  THOUGHT  IT  WAS  SAFE 


ike  a  ne'er-do-well  made  good, 
U.  S.  exports  now  get  some  re- 
Bspect  Last  year,  even  as  corpo- 
e  investment  stalled  and  housing 
ittered,  strong  sales  abroad  of  air- 
ft  and  other  capital  goods  kept  lift- 
•  the  American  economy:  Almost 
f  of  the  growth  in  gross  national 
iduct  came  from  higher  exports 
art).  That  was  enough  to  put  the 
S.  into  the  same  league  as  Japan, 
jood  news,  for  sure.  But  export 
)wth  is  even  less  dependable  than, 
\  your  morning  train.  Although  Feb- 
iry's  trade  gap  was  only  $6.5  billion, 
!  lowest  since  1983,  economists  still 
esee  1990  export  growth  slowing 
irply  to  just  6%,  vs.  last  year's  infla- 
n-adjusted  rise  of  11%.  And  the  ef- 
ts of  slower  growth  in  Europe  and 
)an  along  with  a  stronger  dollar 
lid  chop  down  even  that  gain,  leav- 
:  the  U.  S.  economy,  now  increasing- 
dependent  on  exports  for  growth, 
sping  for  breath  by  year's  end. 
Europe  holds  the  key.  And  as  Ger- 
n  interest  rates  rise  and  signs  of 
)nomic  weakness  show  up  else- 
ere,  there's  reason  to  worry.  Europe 
America's  biggest  overseas  market, 
y^ing  28%  of  exports  and  importing 
ir  times  as  much  in  capital  goods  as 
)an.  As  a  result,  U.  S.  grovi^h  this 
ir  may  depend  on  whether  Western 
rope  has  severe  problems  helping 


the  countries  of  Eastern  Europe  turn 
themselves  into  free-market  economies. 
"If  Europe  hits  a  growth  pothole," 
says  Gail  D.  Fosler,  chief  economist  at 
the  Conference  Board,  "you  would  end 
up  with  a  shock  to  the  U.  S.  industrial 
sector  which  could  be  more  pervasive 
than  the  auto  cutbacks." 
TIMBER'S  LINE.  Japan's 
slowdown  is  creating 
fewer  problems  here 
because  U.  S.  export- 
ers have  had  trouble 
cracking  that  market. 
But  companies  that 
do  sell  there  worry 
that  the  yen,  which 
plunged  by  about  15% 
over  the  past  year, 
may  not  yet  have  hit 
bottom.  For  example, 
the  lumber  industry, 
one  of  the  export  suc- 
cess stories  of  the  1980s,  sends  almost 
half  the  dollar  value  of  its  exports 
across  the  Pacific  to  Japan.  "We're 
looking  at  a  10%  increase  in  exports 
this  year,"  notes  Al  Goetzl,  chief  econ- 
omist for  the  National  Forest  Products 
Assn.,  "but  only  if  there's  no  dramatic 
change  in  the  exchange  rate." 

An  overly  strong  dollar  endangers 
more  than  just  sales  to  Japan.  Export- 
ers to  West  Germany  were  hoping  that 
as  interest  rates  rose  there,  the  dollar 


AMERICA'S  DEPENDENCE 
ON  EXPORT  GROWTH 


DATA;  DRI/McGRAW-HILl. 


would  fall  against  the  mark.  But  that 
hasn't  happened,  and  renewed  signs  of 
inflation  in  the  U.  S.  make  it  seem  less 
likely.  The  surprise  0.5%  jump  in  the 
consumer  price  index  in  March  means 
the  Federal  Reserve  will  probably  keep 
rates  up.  This  will  keep  the  dollar  from 
falling  and  will  thereby  boost  imports, 
reduce  exports,  and, 
says  DRi/McGraw-Hill 
economist  Christopher 
Caton,  cut  weak  eco- 
nomic growth  by  as 
much  as  one-fifth. 
GROWING  GAP.  More 
over,  a  strong  dollar 
might  abort  any  ex- 
port recovery  in  1991. 
According  to  William 
R.  Cline,  senior  fellow 
at  the  Institute  for  In- 
ternational Economics 
in  Washington,  if  the 
dollar  rises  further,  the  current  ac- 
count deficit  could  hit  $180  billion  by 
1992,  up  from  $110  billion  in  1989. 
That's  sure  to  hurt  the  economy. 

Even  if  the  deficit  doesn't  worsen 
badly,  it's  clear  that  exports  can  be 
volatile.  Instead  of  relying  only  on 
them,  the  U.  S.  should  boost  private 
and  public  investment,  encouraging 
steadier  long-run  growth.  Otherwise, 
rather  than  exporting  goods,  the  U.  S. 
may  find  itself  importing  slow  growth. 


ADJUSTED  FOR  INfUTION 


BUSINESS  WEEK/APRIL  30.  1990  25 


CORPORATE  PROFITS  I 


EARNINGS:  MAKE  SURE 

TO  READ  BETWEEN  THE  BOTTOM  LINES 


i! 

122 

'  If 


Profit  jumps  can  conceal  ill  health — and  sudden  drops  may  give  the  wrong  impression,  too 
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With  the  first-quarter  earn- 
ings news  came  plenty  of 
surprises — not  all  of  them 
obvious.  Polaroid's  22% 
jump  in  net  income  belies 
deeper  woes.  And  look  at 
CSX:  The  shipping  company's 
66%  plunge  in  profit  may  be 
masking  signs  of  a  comeback 
around  the  bend. 

POLAROID;  MARKING  TIME 

With  Shamrock  Holdings 
breathing  fire  at  Polaroid's 
executive  suite  last  year, 
Chief  Executive  Officer  I. 
MacAllister  Booth  promised 
investors  the  moon:  dramati- 
cally lower  costs,   a  store- 


POLAROID'S 
NEW-PRODUCT  WOES 

 HEIIOS  

Medical-imaging  system 
could  generate  big  revenues, 
but  debut  has  been  delayed 
until  1991 

HYBRID  4 

New  film  produces  much 
better  prints,  but  its  arrival 
to  market  has  been  post- 
poned a  bit,  too 
 JOSHUA  

Consumer  camera  will  yield 
credit-card-size  shots;  set  to 
debut  next  year  to  uncertain 
response 

ONEHLM  

Film  for  amateur  35mm  pho- 
tographers made  it  to  store 
shelves  but  hasn't  caught  on 
with  consumers 


house  of  new  products,  and 
double-digit  revenue  growth. 

It  proved  too  good  to  be 
true.  A  year  after  eluding 
Shamrock  Holdings  Inc.  with 
a  flurry  of  innovative  finan- 
cial ploys,  Booth  and  Polaroid 


Corp.  still  are  marking  time. 
Cutting  expenses,  mainly  by 
eliminating  1,900  jobs,  was 
the  easy  part.  But  some  of 
the  new  products  are  late,  and 
sales  are  flat.  And  in  the 
quarter  ended  Mar.  31,  Polar- 
oid's operating  profit  dropped 
11%,  to  $65  million. 

Polaroid  executives  wax  el- 
oquent about  the  "new  entre- 
preneurialism"  and  "realigned 
values"  that  the  restructuring 
forced  by  Shamrock  spawned. 
"We  tended  to  manage  by  in- 
ertia before,"  says  Carl  J. 
Yankowski,  who  heads  Polar- 
oid's Business  Imaging 
Group.  But  the  reality  is  this: 
Polaroid  still  makes  most  of 
its  money  in  the  stagnant  in- 
stant-photography business. 
In  each  of  the  last  three  quar- 
ters, it  has  sold  fewer  cam- 
eras than  in  the  same  period  a 
year  before.  Unit  film  sales 
haven't  budged. 
'EXTENDED  USE.'  That's  why 
Polaroid  will  spend  $60  million 
this  year — a  509?  jump  over 
its  1989  advertising  budget — 
to  trumpet  what  it  calls  "ex- 
tended use."  It  hopes  consum- 
ers will  teach  their  old  instant 
cameras  new  tricks — to  re- 
cord their  possessions  for  in- 
surance purposes,  for  in- 
stance, or  to  keep  a  running 
catalog  of  properties  while 
house-hunting.  It's  comple- 
menting the  campaign  with 
specialized  programs  aimed  at 
real  estate  brokers,  auto-body 
shops,  and  insurers. 

Retailers  think  extended 
use  is  a  good  idea.  "If  they 
spend  the  money  they're  talk- 
ing about  spending,  they  have 
a  chance  of  helping  everyone 
sell  more  film,"  says  one 
store  buyer.  But  it  won't  have 
much  impact  right  away. 
Meanwhile,  the  company  is 
bogged  down  with  $55  million 
in  annual  interest  payments 
and  $35  million  in  preferred 


dividends  it  took  on  in  ward- 
ing off  Shamrock. 

Starting  next  year,  Polar- 
oid's picture  gets  brighter. 
Within  nine  months,  it  will  de- 
liver Hybrid  IV,  a  new  instant 
film  it  promises  will  nearly 
match  35mm  in  quality  (table). 
And  in  1991,  it  will  ship  a  la- 
ser-based medical-imaging 
system  that  eliminates  the 
need  for  chemical  processing. 
Analysts  agree  it  could  be  a 
big  revenue  generator.  All 
that  pales,  though,  next  to  the 
damages  Polaroid  could  win 
soon  in  its  14-year-old  patent- 
infringement  suit  against 
Eastman  Kodak  Co.  Wall 
Street  sees  a  federal  judge  in 


Boston  awarding  Polaroi  «i 
$1.5  billion.  That's  likely  to  \  is 
the  best  news  Polaroid  inve|ot 
tors  will  get  this  year. 
By  Keith  H.  Hammonds  tJi  BostAt 


CSX:  RIDING  THE  RAILS 


b; 


For  most  of  the  year  that  \  >  i; 
has  run  CSX  Corp.,  Chief  E: 
ecutive  John  W.  Snow  h£  its 
been  like  an  engineer  wl 
can't  get  his  locomotive  up  1  lai 
speed.  Softness  in  autos  an  p 
industrial  goods,  plus  a  coa 
field  strike,  flattened  revenuMi 
growth.  The  slack  growtitk 
even  overshadowed  the  bem  ]fi 
fits  of  aggressive  asset  salei  Sv 
And  the  first  quarter's  66' m 


A  PREVIEW  OF 
FIRST-QUARTER 
PROFITS  

AT&T,  enjoying  the  effects  of 
a  wider  profit  margin,  saw  its 
earnings  jump  12%,  on  just 
3%  higher  revenues.  Paper 
companies.  Mead  and  IP 
among  them,  witnessed  the  op- 
posite effect:  Margins  shrank, 
and  profits  fell  from  the  year- 
ago  quarter.  Despite  a  smaller 
profit  margin,  IBM  was  able  to 
cheer  investors  with  a  9% 
gain  in  net  earnings,  on  an 
1 1  %  rise  in  revenues. 

Most  newspaper  publishers, 
including  Scripps,  the  New 
York  Times,  and  Dow  Jones, 
hod  narrower  margins  and 
slimmer  earnings.  Gannett, 
whose  profits  ran  flat,  even 
saw  its  revenues  slide  a  tad. 
Drugmaker  Merck  kept  up  its 
remarkable  performance  with  a 
19%  gain  in  net  income,  on  a 
margin  that  widened  to  23  % . 
Software  house  Microsoft,  an- 
other company  with  margins  to 
moke  a  saint  envious,  posted  a 
nifty  83%  spurt  in  net  profit. 
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in  earnings  from  ongo- 
operations — a  plunge  to 
Tiillion,  on  operating  reve- 

of  $1.9  billion — looks  like 
igh  to  send  a  railroader 

to  the  roundhouse.  CSX 
aged  to  eke  out  net  profit 
i77  million — but  only  by 
ig  still  more  assets. 
!t  the  bad  numbers  may 
k  signs  of  renewed 
th.  For  one,  sales  of  $1.5 
m  worth  of  operations  in 
nd  gas,  resort  hotels,  and 
r-optic  telecommunica- 
;  have  focused  the  $7.7 
m  company  more  clearly 
transportation.  By  using 
cash  to  buy  back  38%  of 
tanding  shares,  the  com- 
'  also  shored  up  its  stock, 
by  eliminating  more  than 
in  four  jobs  at  the  rail- 
,  CSX  has  kept  a  brake  on 
s.  Says  Anthony  B. 
;h,  a  PaineWebber  Inc. 
analyst:  "The  company  is 
oving  dramatically." 
le  reason?  A  change  at 
top.  Chairman  Hays  T. 
kins,  who  fashioned  a 
:lomerate  out  of  the  Ches- 
5ystem  Inc.  and  Seaboard 
5t  Line  Industries  Inc. 


'""It: 


CSX  IS  STICKING  TO  SHIPPING— AND  HOPING  THE  ECONOMY  HOIDS 


merger  in  1980,  stuck  by  his 
diversification  strategy  even 
as  it  wore  thin.  In  late  1988, 
CSX  reversed  course,  but  it 
wasn't  until  a  year  ago — 
when  Watkins  ceded  the  CEO 
post  to  50-year-old  Snow — 
that  the  renewed  focus  on 
transportation  came  clear: 
Rails  now  account  for  65%  of 
CSX's  revenue,  up  from  59%  in 
1988.  Snow's  control  should 
be  cemented  later  this  year, 
when  he's  expected  to  succeed 
Watkins  as  chairman. 
The  new  strategy  is  a 


mixed  blessing.  Greater  reli- 
ance on  rail  traffic  ties  CSX 
more  closely  to  the  economy's 
cycles.  Last  year,  rail  reve- 
nues slid  2%',  to  just  under  $5 
billion,  largely  because  De- 
troit turned  out  fewer  cars 
for  CSX  to  ship.  With  higher 
tabs  for  fuel,  operating  profit 
slipped  6%,  to  $589  million. 
Happily  for  Snow,  deregula- 
tion of  rail  rates  is  now  yield- 
ing more  favorable  contracts, 
and  the  outlook  for  coal  ship- 
ments is  the  best  in  years. 
"The  vision  is  there,  the  strat- 


egy is  pretty  well  in  place, 
and  the  pieces  are  coming  to- 
gether," Snow  says. 

Oceangoing  and  river-ship- 
ping units  now  account  for 
about  33%'  of  revenue  and  20% 
of  profits.  Margins  should 
widen.  Sea-Land  Service  Inc., 
the  biggest  U.  S.  container- 
shipping  company,  has  been 
slashing  costs.  "We've  de- 
layered  the  whole  organiza- 
tion, taking  out  four  or  five 
layers  of  management,"  says 
Sea-Land  chief  Alex  J.  Mandl. 
To  pay  for  the  restructuring, 
CSX  took  a  $53  million  write- 
off— the  main  reason  for  the 
first-quarter  plunge  in  profits 
from  continuing  operations. 

If  Snow  keeps  cutting  costs 
and  gets  some  help  from  the 
economy,  he'll  turn  CSX  into 
the  lucrative  full-service  ship- 
per its  founders  envisioned. 
Says  analyst  Jeffrey  S.  Med- 
ford  of  Wheat,  First  Securi- 
ties Inc.  in  Richmond,  Va.: 
"We're  looking  for  a  gradual 
improvement  and  some  earn- 
ings momentum."  Enough, 
maybe,  to  get  CSX  up  and  over 
the  grade. 

By  Joseph  Weber  in  Philadelphia 


Profits 

%  chg. 

Margins 

Sales 

%  chg. 

Profits 

%  chg. 

Marg 

ns 

$  mil. 

vs.  1989 

1990 

1989 

$  mil. 

vs.  1989 

$  mil. 

vs.  1989 

1990 

1989 

$225.0 

4-14% 

15.6% 

15.3% 

MCI  COMMUNICATIONS 

1,807.0 

+  20 

156.0 

+  13 

8.6 

9.2 

148.6 

-46 

5.6 

10.5 

MEAD 

1,141.4 

+  1 

39.5 

-25 

3.5 

4.7 

90.9 

+  7 

7.1 

6.9 

MERCK 

1,758.4 

+  12 

403.8 

+  19 

23.0 

21.7 

314.5 

+  12 

17.3 

16.0 

MERRILL  LYNCH 

2,664.4 

-5 

41.3 

+  16 

1.6 

1.3 

303.5 

+  1 

11.6 

12.0 

MICROSOFT 

310.9 

+  58 

75.2 

+  83 

24.2 

20.9 

668.0 

+  12 

7.5 

6.9 

MOTOROLA 

2,533.0 

+  16 

127.0 

+  3 

5.0 

5.7 

33.6 

-57 

3.2 

7.1 

NCR 

1,265.0 

+  1 

52.0 

-15 

4.1 

4.9 

106.3 

+  28 

8.4 

7.4 

NEW  YORK  TIMES 

431.2 

+  2 

16.6 

-47 

3.8 

7.5 

85.3 

+  52 

10.0 

7.7 

OWENS-CORNING  FiBERGLAS 

748.0 

+  12 

33.0 

-3 

4.4 

5.1 

283.5 

+  9 

13.2 

13.6 

PAINEWEBBER  GROUP 

772.0 

+  14 

10.8 

+  17 

1.4 

1.4 

46.7 

+  14 

7.7 

7.7 

PHILIP  MORRIS 

11,388.0 

+  7 

775.0 

+  31 

6.8 

5.6 

78.9 

+  17 

5.8 

5.4 

POLAROID 

436.2 

-1 

31.8 

+  23 

7.3 

5.9 

26.0 

-66 

1.4 

4.2 

RAYTHEON 

2,225.0 

+  7 

130.9 

+  8 

5.9 

5.8 

23.1 

-41 

1.8 

3.0 

REYNOLDS  METALS 

1,396.7 

-4 

77.7 

-38 

5.6 

8.6 

24.9 

-88 

5.8 

49.2 

ROADWAY  SERVICES 

640.2 

+  14 

16.5 

+  5 

2.6 

2.8 

21.9 

+  15 

4.8 

4.8 

ROCKWELL  INTERNATIONAL 

3,151.0 

0 

173.4 

-36 

5.5 

8.6 

37.1 

+  29 

3.1 

2.8 

RUBBERMAID 

359.5 

+  3 

33.1 

+  13 

9.2 

8.4 

75.0 

0 

9.2 

9.2 

SAFEWAY 

3,336.0 

+  3 

15.0 

+  70 

0.4 

0.1 

950.0 

+  12 

7.5 

7.1 

scon  PAPER 

1,296.0 

+  2 

60.1 

-31 

4.6 

6.8 

20.3 

+  2 

4.3 

4.1 

E.W.  SCRIPPS 

297.5 

+  1 

9.7 

-36 

3.3 

5.1 

101.0 

-34 

3.8 

6.3 

SERVICE  MERCHANDISE 

625.4 

+  11 

-15.5 

NM 

NM 

NM 

17.3 

+  71 

8.3 

20.3 

SHERWIN-WILLIAMS 

499.5 

+  7 

10.0 

+  13 

2.0 

1.9 

16.2 

-68 

2.7 

8.3 

SONOCO  PRODUCTS 

403.5 

-7 

24.8 

+  1 

6.1 

5.7 

355.2 

+  8 

7.9 

8.0 

TELEDYNE 

836.9 

-3 

32.7 

-7 

3.9 

4.1 

25.1 

+  92 

9.5 

5.8 

TEMPLE-INLAND 

591.2 

+  25 

62.2 

+  15 

10.5 

11.4 

83.4 

+  64 

5.5 

3.6 

TIMKEN 

408.5 

-6 

19.1 

-31 

4.7 

6.4 

143.8 

+  48 

16.1 

13.6 

TRW 

1,991.0 

+  12 

57.0 

-17 

2.9 

3.9 

1,037.0 

+  9 

7.3 

7.5 

UNITED  TECHNOLOGIES 

4,801.5 

+  8 

134.5 

+  9 

2.8 

2.8 

180.0 

-19 

5.7 

8.5 

UPJOHN 

776.7 

+  4 

114.3 

+  10 

14.7 

13.9 

117.2 

+  14 

7.5 

7.3 

VF 

567.2 

+  1 

23.2 

-39 

4.1 

6.8 

-10.3 

NM 

NM 

NM 

WARNER-LAMBERT 

1,100.0 

+  8 

120.3 

+  19 

10.9 

9.9 

340.8 

+  20 

27.5 

27.1 

WESTINGHOUSE  ELECTRK 

2,862.0 

-1 

210.0 

+  11 

7.3 

6.5 

10.9 

+  53 

6.4 

4.5 

WHEELING-PITTSBURGH  STEEL 

256.8 

-11 

28.7 

-9 

11.2 

10.9 

28.0 

-26 

1.7 

2.3 

WHITMAN 

927.4 

+  8 

25.7 

-35 

2.8 

4.6 

16.5 

-29 

3.9 

5.9 

WILLAMETTE  INDUSTRIES 

469.9 

+  7 

42.4 

+  7 

9.0 

9.1 

NM  =  not  meaningful 

DATA:  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC 

BUSINESS  WEEK/APRIL  30,  1990  27 


CALIFORNIA  REDWOODS  HEADED  FOR  THE  MILL:  SUNDECK5  AND  PICNIC  TABLES  MAY  GET  SLAPPED 


WILL  'ECO-TAX'  FERVOR 
SWEEP  CONGRESS  OFF  ITS  FEET? 


Support  is  rising  for  levies  that  attack  both  pollution  and  the  deficit 


It  used  to  be  that  when  Congress 
talked  about  "sin  taxes,"  it  was  try- 
ing to  discourage  smoking  and  drink- 
ing. But  the  new  wave  of  environmentiil 
politics  sweeping  Capitol  Hill  may  soon 
expand  the  list  of  taxable  no-nos  to  in- 
clude sitting  on  your  redwood  deck  read- 
ing the  morning  paper. 

To  discourage  perceived  environmen- 
tal evils — and  raise  hefty  revenues  along 
the  way — lawmakers  are  examining  a 
range  of  new  "eco-taxes."  Among  the 
possible  targets:  packaging  of  almost  all 
consumer  products,  paper  made  from 
virgin  pulp,  utility  smokestack  emis- 
sions, and  lumber  cut  from  ancient  red- 
woods. Environmental  taxes,  says  Urban 
Institute  economist  Eugene  Steuerle. 
"seem  to  be  the  wave  of  the  future." 
OZONE  ACTION.  Using  taxes  to  combat 
pollution  and  resource  depletion  isn't 
new.  Since  1980.  business  has  been  pay- 
ing a  levy  to  finance  the  Superfund  haz- 
ardous-waste cleanup.  Last  year.  Con- 
gress imposed  a  new  excise  tax  on 
chlorofluorocarbons,  the  family  of  chem- 
icals blamed  for  thinning  the  earth's  pro- 
tective ozone  layer. 

For  years,  Europe  and  Japan  have  im- 
posed an  array  of  pollution  taxes.  In  the 
U.S.,  state  governments  have  increased 
their  own  taxes  on  everything  from  beer 
bottles  to  bubble-wrap  packaging. 


Many  of  the  tax  ideas  being  consid- 
ered are  a  follow-up  to  the  bipartisan 
clean-air  bill  now  working  its  way 
through  Congress.  While  a  Senate- 
passed  measure  would  require  utilities 
and  manufacturers  to  spend  at  least  $21 
billion  a  year  to  cut  air  pollution,  sup- 
porters of  new  taxes  want  to  do  more. 

They  argue  that  hefty  new  levies  on 
emissions  that  cause  acid  rain  and  global 
warming  would  force  industry  to  change 
the  way  it  does  business.  Representative 
Fortney  H.  Stark  (D-Calif.)  would  tax 
utilities  that  spew  two  gases  blamed  for 
acid  rain,  a  levy  that  could  cost  industry 
$10  billion  over  five  years.  The  goal  is  to 
encourage  utilities  to  install  more  effi- 
cient pollution-control  equipment,  which 
would  cost  less  than  the  tax.  There  may 
be  even  bigger  bucks — as  much  as  $162 
billion  over  five  years — in  taxing  carbon- 
dioxide  emissions,  which  environmental- 
ists fear  mav  be  responsible  for  the 


All  emissions  tax  could  boost 
use  of  clean,  low-sulfur  coal 
but  cause  ecological  harni 
from  increased  strip-mining 


I 


warming  of  the  earth's  atmosphere 

Emissions  taxes  may  not  be  aroum 
the  corner,  but  they're  gaining  politica 
support.  House  Ways  &  Means  Commit 
tee  Chairman  Dan  Rostenkowski  (D-Ill 
proposes  increasing  environmental  taxei 
by  $20  billion  over  five  years,  and  aideilr, 
hint  that  he's  leaning  toward  emission; 
taxes.  House  Energy  &  Commerce  Com  i 
mittee  Chairman  John  D.  Dingell  (D 
Mich.)  may  also  back  some  eco-taxes. 

A  tax  to  encourage  recycling  of  pape:  j? 
by  raising  the  cost  of  virgin  pulp  is  be  f; 
ing  pushed  by  scores  of  House  mem  j; 
bers.  And  Bush  Administration  official!  | 
say  they  might  back  a  narrowly  drawi 
tax  on  paper,  especially  newsprint.  1 
ROUGH  ROAD.  Still,  the  taxes  aren'  e 
about  to  sail  though  Congress,  wher( 
the  Senate  doesn't  share  the  House's  en  fc; 
thusiasm.  The  Bush  Administration  jii 
which  believes  that  new  clean-air  legisla  >r 
tion  will  hit  business  with  all  the  costs  i  di, 
can  handle,  has  rejected  most  of  the  tax  g 
es  out  of  hand.  The  timber  industry,  fo:  ^ 
one,  insists  it  has  already  done  much  o:  pij 
what  the  taxes  would  require.  Say!  ij 
Weyerhaeuser  Co.  Vice-President  Fred 
erick  S.  Benson:  "We  don't  need  am  tfi 
encouragement  from  the  government  U  jt 
do  something  that  is  economically  viabli  » 
already."  And  the  National  Associatioi  ; 
of  Manufacturers  is  gearing  up  a  busi  (i 
ness  coalition  to  oppose  the  new  levies,  j,,, 

There  are  other  problems  as  well  jj. 
Economists  say  it's  tough  to  find  thi  ^ 
proper  level  for  an  emissions  tax.  A  rat  ^ 
set  too  low  will  raise  revenue  but  ma;  j,;, 
not  change  corporate  behavior.  Some  an 
alysts  also  worry  about  unintended  con  fj| 
sequences.  An  emissions  tax,  says  Prici 
Waterhouse  Senior  Manager  Peter  Mer  ^, 
rill,  "will  discourage  smokestack  emis  „. 
sions.  But  I  don't  know  if  you  can  sai 
whether  it  helps  the  environment."  Hi 
says  it  will  encourage  the  use  of  low  j, 
sulfur  coal,  which  reduces  acid  rain.  Bu  j . 
greater  use  of  clean  coal,  much  of  whicl  j. 
comes  from  the  West,  will  increase  envi 
ronmental  damage  from  strip  mining. 

Some  analysts  worry  that  supporter!  f 
of  eco-taxes  may  be  well-meaning  bu  j 
inconsistent.  American  Enterprise  Insti ,., 
tute  economist  Robert  W.  Hahn  says  thi  ^' 
taxes  can  "begin  to  force  consumers  am  /. 
producers  to  calculate  the  full  cost  o 
production."  But  he  wonders  why  thi 
government  subsidizes  timber-cutting  oi  ^ 
federal  land  at  the  same  time  it's  think  5," 
ing  about  taxing  users  of  pulpwood.  (~ 

The  taxes  raise  many  complicate<  ^[ 
questions.  But  Congress  is  caught  up  ii  ^ 
an  environmentalist  mood.  And  lawmak  j: 
ers  may  find  the  chance  to  punish  eco  ■ 
logical  bad  guys  while  doing  something , . 
about  the  deficit  too  tempting  to  resist  . 

By  Howard  Gleckman  and  Vicky  Cakai  ^. 
in  Washington 
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RCONDUCTIVITYI 


IE  MOUSE  THAT'S  ROARING 
I  SUPERCONDUCTORS 


I  has  the  jump  on  rivals  with  a  product  that's  ready  for  the  market 


1  the  race  to  commercialize 

ligh-temperature  supercon- 

luctors,   the  action  these 

5  isn't  taking  place  only  at 

s  sprawling  research  parks 

AT&T's  vast  Bell  Labs.  It's 
happening  in  a  cramped 

ren  of  offices  in  Evanston, 

There,  a  couple  of  moon- 
ting  scientists  from  nearby 

onne  National  Laboratory, 

arthwestern  University  pro- 

or,  and  a  26-year-old  engi- 

r  are  putting  the  final 

;hes  on  a  sensor  that  mea- 

;s  the  temperature  of  re- 

erants.  If  all  goes  according 

Ian,  this  crew  will  produce 
of  the  first  high-tempera- 
superconductor  devices  to 

;he  market. 

t  least,  that's  what  the 
e  of  Illinois  is  betting.  On 
.  18,  it  announced  it  would  invest 
1,000  in  the  new  venture,  Illinois  Su- 
:onductor  Corp.  A  Chicago  firm.  Bat- 
on, Johnson  &  Wang  Venture  Part- 
is  matching  that  amount,  as  is 
ti  Venture  Partners.  The  deal's  mas- 
lind:  Steven  Lazarus,  a  58-year-old 
•ed  Navy  captain  who  heads  Arch 
elopment  Corp.,  which  the  Universi- 
)f  Chicago  and  Argonne  set  up  in 
lonse  to  new  laws  designed  to  speed 
mercialization  of  technology  from 
srnment  labs. 

he  combined  $L5  million  is  isc's  total 
talization.  But  the  tiny  company's 

has  caught  the  eye  oif  some  long- 
!  technology  watchers.  "The  race  to 
mercialization  has  been  a  race  of  tor- 
ss,"  says  Cheryl  R.  Suchors,  director 
hoopers  &  Lybrand's  national  high- 
I  group.  "iSC's  sensor  is  definitely 
mg  the  first  high-temperature  super- 
iuctor  devices  to  reach  the  market. 
1  that  makes  it  incredibly  exciting." 
ideed,  there  have  been  few  hares 
ing  the  dozens  of  companies  trying 
Dut  superconductors  to  work.  That 
dismayed  some  early  investors,  who 

a  bonanza  in  materials  that  conduct 
tricity  with  no  resistance  at  tempera- 
!S  well  above  that  of  liquid  nitrogen, 
)F.  Scientists  and  researchers  have 
le  great  strides  in  processing  those 
erials  into  wires,  thin  films,  and  coat- 
).  But  aside  from  sales  of  science- 
Jy  kits  to  schools  and  basic  materials 
:he  Defense  Dept.,  experts  say  that 


LAZARUS'  SENSOR  IS  FOR  LAB  AND  HOSPITAL  FREEZERS 


no  one  has  achieved  a  significant  com- 
mercial application.  Says  Tim  J.  Runner, 
executive  director  of  the  Superconductor 
Applications  Assn.,  a  nonprofit  trade 
group:  "We're  right  on  the  verge  of  a  lot 
of  products  coming  to  market." 

ISC  could  grab  an  early  lead.  Tom 
Churchwell,  an  ISC  director,  expects  the 
company's  sensor  to  hit  the  market  in  4 
to  12  weeks.  A  relatively  simple  device 
made  of  superconductor  wire  encased  in 
a  fiberglass  tube,  it  will  be  part  of  a 
type  of  freezer  manufactured  by  Lake 
Shore  Cryotronics,  iSC's  first  customer. 
It's  not  the  ticket  to  riches:  The  market 
is  limited  to  laboratories  and  medical 


centers  that  buy  special  vessels  to  store 
human  and  animal  organs.  "But  we're 
betting  that  by  learning  how  to  deal 
with  these  markets  in  a  small  way  now, 
we'll  be  better  prepared  when  the  tech- 
nology matures,"  Churchwell  says. 

Other  companies  are  preparing  them- 
selves, too.  Conductus  Inc.,  a  Sunnyvale 
(Calif.)  startup,  is  selling  elementary 
electronic  components  to  Uncle  Sam. 
American  Superconductor  Corp.  in  Wa- 
tertown,  Mass.,  in  February  announced 
a  deal  with  Pirelli  Group  to  develop  and 
manufacture  superconductor  cables. 
Products  from  this  venture  are  three  to 
five-  years  away,  says  CEO  Gregory 
Yurek.  Superconductor  Technologies 
Inc.  in  Santa  Barbara,  Calif.,  will  present 
prototypes  of  simple  devices  next  month. 
FIRST  DIBS.  Whether  or  not  it's  first 
across  the  line,  ISC  has  an  advantage  in 
its  ties  to  Argonne,  the  nation's  largest 
publicly  funded  superconductor  research 
center,  isc  has  licensed  from  Argonne 
six  inventions  covering  basic  supercon- 
ducting processes.  If  it  wins  patents  for 
these,  it  could  earn  licensing  fees  from 
other  companies  that  use  the  technol- 
ogy. The  company  also  has,  for  practical 
purposes,  first  dibs  on  any  discoveries 
Argonne  makes  in  those  areas.  "The 
ability  to  have  a  first  look  at  these  tech- 
nologies is  invaluable,"  says  Leonard  A. 
Batterson,  an  ISC  investor.  Still,  "it's  dif- 
ficult to  say  who's  going  to  owe  what  to 
whom,"  says  Yurek. 

No  wonder  Yurek  is  skeptical:  He 
bowed  out  of  a  joint  venture  with  isc 
about  a  year  ago.  While  iSC's  technology 
seemed  promising,  he  says,  so  did  his 
own.  And  he  isn't  the  only  one  with 
doubts.  Conductus  CEO  Peter  Cannon 
cautions:  "You  can't  do  development  on 
a  couple  of  million  bucks."  isc's  princi- 
pals agree.  In  a  few  years,  they  hope  to 
attract  more  venture  money — or  even  go 
public.  But  for  now,  isc  is  a  dark  horse 
to  watch. 

Bi/  Julia  Fhpui  Siler  in  Chicago 


BIOTECHNOLOGY  I 


THIS  BIOTECH  STARTUP 
MAY  HAVE  TOO  MANY  STARS 


Icos'  top  guns  give  the  company  high  promise — and  a  possible  pitfall 


T! 


|hese  days,  many  biotechnology  ex- 
ecutives can't  get  venture  capital- 
ists to  return  their  calls.  But  then, 
most  biotech  deals  don't  boast  the  kind 
of  starting  lineup  that  Icos  Corp.  has. 

Icos  is  the  brainchild  of  a  trio  of  veter- 
an biotech  stars:  Amgen  Chairman 
George  B.  Rathmann;  Robert  C. 
Nowinski,  founder  of  Genetic  Systems; 
and  Christopher  S.  Henney,  a  founder  of 


Immunex.  They've  joined  with  New 
York  venture  capitalists  Isaac  and  David 
Blech  to  form  Icos.  It  could  be  a  power- 
ful team — if  they  can  work  together. 

Icos  is  in  the  midst  of  arranging  a  $25 
million  private  equity  placement,  and  the 
principals  won't  discuss  the  company  or 
the  deal.  But  BUSINESS  WEEK  has  learned 
that  the  Seattle-based  company  will 
study  the  underlying  causes  of  inflam- 
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mation,  a  molecular  process  that  plays  a 
key  role  in  numerous  diseases,  including 
multiple  sclerosis,  rheumatoid  arthritis, 
and  asthma.  Icos'  principals  are  hoping 
to  develop  both  gene-spliced  agents  and 
new  kinds  of  chemicals  to  treat  these 
conditions. 

Icos'  strategy  isn't  fine-tuned  yet.  But 
its  founders'  credentials  are  raising  eye- 
brows— and  cash.  Icos'  new  chairman, 
Amgen  founder  Rathmann,  62,  is  one  of 
the  biotech  industry's  visionary  entre- 
preneurs. An  Abbott  Laboratories  veter- 
an, he  took  Amgen  from  a  biotech  also- 
ran  in  the  early  1980s,  when  its  stock 
lolled  at  4,  to  an  industry  leader.  Stoked 
by  sales  of  EPO,  its  anti-anemia  drug, 
which  hit  $98  million  in  sales  in  the  first 
nine  months  of  1989,  Amgen  stock  cur- 
rently trades  north  of  60,  even  though 
the  company  is  tied  up  in  a  court  flap 
over  rights  to  the  drug.  Rathmann  has 
stepped  back  from  CFX)  duties  at  the 
company  in  Thousand  Oaks,  Calif.,  al- 
though he's  still  chairman.  The  company 
says  he'll  remain  in  that  post. 

Icos  President  Nowinski.  44,  mean- 
w'hile,  is  a  wily  dealmaker  in  addition  to 
being  a  top  scientist:  In  1986,  he  sold  his 
tiny,  six-year-old  biotech  company,  Ge- 
netic Systems  Corp.,  to  Bristol-Myers 
Co.  for  $300  million.  Nowinski  joined 
Bristol-Myers  for  several  years,  but  he 
yearned  to  return  to  his  scientific  roots 
in  Seattle.  Finally,  the  low-key  Henney, 
49,  co-founded  Seattle's  Imniunex  Corp. 
in  1981.  He  left  last  August.  Immunex  is 
widely  praised  for  its  science,  although 
it  has  been  slow  to  develop  products. 
'MAGIC  DUST.'  The  Blechs  weren't  avail- 
able for  comment,  but  sources  close  to 
the  deal  say  the  brothers  brought  Rath- 
mann and  Nowinski  together.  They  are 
also  expected  to  take  a  big  piece  of  the 
initial  private  placement  but  let  the  sci- 
entists run  the  company.  The  question 
now  is  whether  Icos  can  steer  straight 
with  three  powerful  egos  on  the  bridge. 
No  matter  how  lustrous  the  founders' 
reputations,  "nobody  can  sprinkle  magic 
dust"  to  get  new  drugs  on  the  market, 
warns  James  L.  Vincent,  chairman  of 
Biogen  Inc.,  which  along  with  Imniunex 
and  a  few  other  biotech  companies  is 
also  doing  basic  research  on  inflamma- 
tion. He  says  inflammatory  conditions 
are  tricky  to  assess,  and  drugs  to  fight 
them  face  complex  regulatory  hurdles. 
And  $25  million  is  just  a  start.  It  will 
take  hundreds  of  millions  more  for  Icos 
to  bring  new  drugs  to  market  itself. 

Nonetheless,  investors  have  been  told 
that  Icos  has  several  dozen  scientists 
signed  up  and  ready  to  go  as  soon  as  the 
placement  is  closed.  Then  Icos'  founders 
may  have  to  add  inflamed  expectations 
to  their  list  of  challenges. 

By  Joan  O'C.  Hamilton  in  San  Francisco 


REAL  ESTATE  I 


THIS  DEAL'S  SO  SWEET, 
IT  COULD  TURN  STICKY 


A  sick  S&L  is  lending  Barry  Hon  millions  to  pay  for  land  it's  selling  him 


In  local  circles,  Barry  G.  Hon  is  "the 
garbage  man  from  Orange  County." 
That's  because  the  51-year-old  Lagu- 
na  Hills  (Calif.)  land  developer  has  a  pen- 
chant for  trying  to  turn  problems  into 
profit.  For  months,  he  has  sought  zoning 
approval  from  local  officials  in  posh 
Rancho  Palos  Verdes  for  his  plan  to 
build  a  golf  course  and  luxury  houses  on 
400  acres  that  are  prone  to  landslides. 

So  it's  hardly  surprising  that  Hon  sees 
promise  in  the  thrift  quagmire.  Exploit- 
ing a  new  rule  to  help  troubled  savings 
and  loans  unload  assets,  he  agreed  on 
Apr.  16  to  buy  choice  property  in  Florida 


DEVELOPER  HON:  AN  OLD  HAND  AT  SIDESTEPPING  CRITICS 


and  California  from  Oak  Tree  Savings 
Co.  for  $967  million.  The  deal  satisfies 
federal  rules  requiring  thrifts  to  sell  real 
estate  holdings.  Or  does  it?  As  a  crucial 
part  of  the  deal.  New  Orleans-based  Oak 
Tree  has  agreed  to  lend  Hon  75^i  of  the 
purchase  price,  thereby  putting  the 
thrift  in  the  questionable  position  of  still 
having  an  interest  in  the  property. 

The  Office  of  Thrift  Supervision  lOTSi 
hasn't  yet  ruled  on  the  validity  of  the 
transaction.  But  so  far,  regulators 
haven't  objected.  "If  it  strengthens  their 
capital  position,  we  can  hardly  be  averse 
to  it,"  says  Allen  Dermody,  spokesman 
for  the  OTS'  Dallas  district.  But  Bert  Elv, 


an  Alexandria  (Va.)  thrift  consultant 
cautions  that  Oak  Tree  may  run  int< 
problems  with  rules  limiting  the  size  o; 
loans  an  institution  may  make  to  a  sin 
gle  borrower,  as  well  as  questions  abou 
the  security  of  its  collateral. 
TREASURE  TROVE.  No  one  doubts  tha 
it's  a  sweet  deal  for  both  sides.  If  i 
closes,  Oak  Tree,  owned  by  Landmarl 
Land  Company  Co.  in  Carmel,  Calif.,  wil 
gain  an  additional  $400  million  in  ne 
worth.  For  Hon,  it's  even  sweeter.  H( 
would  get  11,000  acres  of  raw  land,  plu? 
17  golf  courses  and  assorted  hotels  ana 
resorts.  The  property  could  provide  siteJl 
for  as  many  as  20,000  newP 
homes.  One  parcel  in  RiversidTH 
County,  outside  Los  Angeles,  isj 
zoned  for  13,000  sites  and  coulcj 
fetch  $1  billion  from  builders! 
says  Jack  Rodman,  managing  I 
partner  at  Los  Angeles'  Ken  ' 
neth  Leventhal  &  Co.  | 
That's  a  long  way  fron  _ 
Hon's  first  deal:  In  1964,  h< 
sold  a  three-unit  apartment  _ 
building  in  Orange  County  foi  ik 
a  $5,500  profit.  He  later  becam<  si 
known  for  his  take-no-prisoneri  pj 
approach  to  winning  zoning  ap  jj 
provals.   In   1988,   his  firn  [i 
threatened  to  sue  a  botanisi  |op 
who  publicly  disagreed  witi  it 
Hon's  plan  to  move  some  an  s^v 
cient  oak  trees.  Hon,  who  dis  js 
misses  the  botanist  as  "a  tree  |o 
hugger,"  says  that  he  spem  |( 
$2  million  to  save  640  of  th<  j,] 
old  trees. 

Hon's  critics  charge  that  his  ly 
political  connections  count  foi  j; 
more  than  his  persistence.  "H<  jii, 
gets  all  sorts  of  benefits  that  othen  (« 
can't,"  says  Tom  Rogers,  a  former  GOI  ij 
county  chairman.  Hon  says  he  merel}],., 
makes  good  use  of  the  public-hearing  |i, 
process,  just  as  his  "elitist"  critics  do  | 
And  negative  publicity  is  just  a  cost  oi 
doing  business,  he  figures.  "When  yoi  jir, 
do  as  many  deals  as  I  do,"  says  Hon  ]i 
"you  can't  help  making  some  enemies.''  j,,. 
In  the  past,  Hon  hasn't  had  mud  si 
trouble  running  rings  around  environ  j  • 
mentalists  and  angry  neighbors.  But  h(  jj 
may  find  the  company  is  a  little  fastei  j , 
on  the  savings  and  loan  track.  j  ^ 

By  Eric  Sckine  in  South  Laguna,  Calif,  jjt 
with  Catherine  Yang  in  Washington  | 
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EASY  PART:  A  CLEARED  SITE,  BUT  TENANTS  AND  CASH  ARE  STILL  NEEDED 


LL  THAT  DIGGING, 
ND  STILL  NO  PAY  DIRT 


n  years  in  the  works,  Indianapolis'  downtown  mall  may  be  a  sinkhole 


ndianapolis,  once  the  epitome  of  a 
sleepy  heartland  burg,  is  rightly 
proud  of  its  decade-long  transforma- 

into  a  city  on  the  go.  For  most  of 
1980s,  Indy  has  seen  downtown  de- 
ipers  renovate  a  major  theater,  refur- 
I  the  old  Union  Station,  and  throw  up 
eries  of  spanking  new  office  build- 

Then  there's  the  ultimate:  the  $77 
ion  Hoosier  Dome.  Heck,  Indianapo- 
lidn't  even  have  a  football  team  when 
dome  went  up  in  1984. 
ut  now,  Hoosier  pride 
J  go  before  a  fall.  Circle 
tre  Mall,  a  project  that 
dd  turn  SVa  blocks  in 
city's  center  into  a  $941 
ion  retail,  office,  and  ho- 
complex,  is  in  trouble, 
h  10  years  and  $12.2  mil- 

of  its  own  funds  al- 
ly spent  on  the  project, 
vin  Simon  &  Associates 

needs  anchor  tenants, 
on  is  straining  to  raise 
h  for  construction.  And 

firm  must  prove  that, 
n  with  a  downtown  of- 

vacancy  rate  climbing 
ve  20%  and  hearty  com- 
ition  from  outlying 
Is,  Indianapolis  can  pro- 


duce enough  shoppers  to  make  a  4.5  mil- 
lion-square-foot mall  thrive. 

That  unfinished  business  hasn't 
stopped  the  wrecking  ball,  though.  Hard 
by  Monument  Circle  yawns  a  two-block 
hole  two  stories  deep.  More  are  on  the 
way.  "This  is  one  project  that  really 
forced"  itself  on  the  market,  snipes  a 
rival  Indianapolis  developer.  "And  now 
we've  got  a  bunch  of  big  holes  in  our 
downtown  to  show  for  it."  To  appease 
jittery  city  fathers,  Simon  on  Apr.  12 


SIMON  SAYS:  BUILD  MALLS 
COAST  TO  COAST 


Noteworthy  projects  undertaken  by  Melvin  Simon  &  Associates 


CIRUE  CENTRE  MALI,  INDIANAPOLIS 


A  $941  million  project  has  been  in  the  works  for  10  years.  Sched- 
uled 1992  opening  of  retail  portion  of  project  is  in  doubt 


A&S  PLAZA,  NEW  YORK  CITY 


A  $400  million  reconstruction  of  the  old  Gimbels  store  in  Manhat- 
tan, with  space  for  150  specialty  stores  in  a  mall  that  features  a  sev 
en-story  atrium.  Since  its  1989  opening,  it's  90%  leased 


HOLLYWOOD  PROMENADE,  HOLLYWOOD,  CALIf. 


The  $400  million  project  will  include  a  hotel,  stores,  and  museums 
centered  on  Mann's  Chinese  Theater.  Redesign  is  now  under  way 


promised  to  pick  up  what  the  city  has 
spent  if  the  project  doesn't  proceed.  The 
firm's  potential  exposure:  $50  million. 

Moving  from  good  intentions  to  suc- 
cessful execution  will  be  a  big  step. 
When  the  mall  project  was  proposed  by 
Indianapolis  Mayor  William  Hudnut  III 
in  1979,  retailers  were  flush  with  cash 
and  aching  for  big  new  projects.  And 
boosters  still  point  to  the  success  of 
Taubman  Co.'s  City  Center  Mall  in  Co- 
lumbus, Ohio.  They  prefer  to  ignore 
Indy's  growing  stockpile  of  empty 
stores,  slow  business  at  the  Union  Sta- 
tion retail  mall,  and  the  lackluster  re- 
sults from  a  downtown  St.  Louis  mall 
that  Simon  developed  in  1985.  "Circle 
Centre  is  a  tremendous  location  with 
such  a  great  ability  to  draw  customers," 
says  Dan  Paris,  vice-president  of  India- 
napolis developer  Duke  Associates. 

But  now,  Simon  must  find  stores  to 
cater  to  those  consumers.  Of  four  pro- 
spective anchors,  only  L.  S.  Ayres  &  Co., 
a  May  Department  Stores  Co.  division,  is 
a  sure  thing.  Lazarus  has  committed  to 
the  mall,  but  its  parent.  Federated  De- 
partment Stores  Inc.,  is  mired  in  bank- 
ruptcy proceedings.  Saks  Fifth  Avenue, 
whose  current  management  wants  an 
Indianapolis  location,  can't  commit  to 
anything  while  parent  Batus  Inc.  has 
Saks  on  the  sale  block.  Meanwhile,  Seat- 
tle-based Nordstrom  Inc.  is  signed  as 
tenant  number  four — but  only  if  three 
Saks-caliber  tenants  commit  first. 
BANK  DETOUR.  Herbert  Simon,  one  of 
two  Brooklyn-born  brothers  who  found- 
ed what  has  become  the  nation's  second- 
largest  mall  developer,  after  Crown 
American  Corp.,  is  focusing  on  Nord- 
strom. He  wants  to  ensure  that  the  pres- 
tigious chain  will  be  there  when  Circle 
Centre  opens.  Meantime,  brother  Melvin 
must  quickly  raise  $300  million  for  the 
first  phase  of  the  project.  But  because 
banks  are  skittish  about  lending  to  real 
estate  developers  after  the  disasters  of 
the  past  decade,  Simon  is  calling  on  pen- 
sion-fund managers  and  other  big  inves- 
tors. The  preliminary  agree- 
ment with  the  city  should 
help:  It  keeps  alive  the  pos- 
sibility of  a  late  1992  open- 
ing. Besides,  points  out  Si- 
mon's project  manager, 
Herman  Renfro,  "this  gives 
us  a  little  more  time  to  com- 
plete our  deals." 

The  city  is  upbeat,  too. 
Development  Director  Mike 
Higbee  boasts:  "We're  go- 
ing to  be  throwing  dirt  like 
nobody's  business  this  sum- 
mer to  stay  on  schedule." 
Trouble  is,  that  dirt  might 
wind  up  burying  Indy's 
hard-earned  growth  record. 

By  David  Greising  in 
Indianapolis 
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ANNUAL  REPORTS  I 


AND  NOW,  FROM  FANTASYLAND . . . 
IT'S  ANNUAL  REPORT  TIME 


The  corporate  quest  to  prettify  leads  in  some  strange  directions 


This  year,  Harcourt  Brace  Jovano- 
vich  Inc.  had  good  news  for  share- 
holders. By  selling  off  its  six 
theme  parks  for  $1.1  billion,  the  publish- 
ing and  leisure  conglomerate  was  able  to 
retire  a  burdensome  $875  million  bank 
loan.  But  does  anyone  remember  HBJ's 
report  of  1988?  In  it.  Chairman  William 
Jovanovich  assured  shareholders  that 
HRJ  would  not  need  to  sell  any  of  its 
businesses.  "Can  HBJ  repay  its  obliga- 
tions without  now  selling 
off  major  assets?"  he 
asked.  "Yes."  And  no 
word  in  the  1989  report 
about  any  change  in  think- 
ing. Shareholders  may 
wonder  if  they  need  their 
memory  banks  examined. 

It  must  be  annual  report 
time  again,  when  corpo- 
rate managers  display 
their  talents  for  putting 
the  prettiest  face  on  the 
year  gone  by.  Consider 
Texaco  Inc.  Everyone 
knows  the  oil  industry 
didn't  distinguish  itself  in 
1989  as  a  friend  of  marine 
life.  Yet  the  cover  of  Texa- 
co's  report  is  a  dreamy  un- 
derwater photo,  with  lots 
of  colorful  fish  and 
splashy  coral.  Turns  out 
we're  staring  at  the  legs 
of  an  oil  rig  off  the  coast 
of  Santa  Barbara,  Calif. 
Environmentalists  are 
fighting  to  have  the  region 
closed  to  drilling,  but  Tex- 
aco looks  on  the  bright 
side.  Boasts  the  oil  giant: 
"The  legs  of  Texaco's 
Habitat  platform  serve  as  an  artificial 
reef  for  mussels  and  other  marine  life." 
HOT  THEME.  Such  spin  control  is  a  staple 
of  annual  report  artistry.  But  other  fea- 
tures reveal  changes  in  corporate  fash- 
ion. Globalization  is  a  hot  theme  this 
year,  and  understandably  so.  For  many 
American  companies,  overseas  business 
accounts  for  o&a  or  more  of  sales.  Coca- 
Cola  Co.,  with  o4?(  of  its  operating  reve- 
nues generated  outside  the  U.  S.,  depicts 
on  its  cover  two  Indonesian  teenagers 
quaffing  Cokes  in  Venice.  Pfizer  Inc. 
shows  a  Japanese  teacher  who  was 
cured  of  infection  bv — what  else? — a 


Pfizer  drug.  World  maps  abound,  as  do 
the  predictable  photos  of  American 
goods  sporting  foreign  labels  or  of  for- 
eigners lapping  up  American  products. 

But  for  everj'  100  reports  lacking  in 
imagination,  there's  one  that's  rich  in  it. 
Tampon  maker  Tambrands  Inc.,  under  a 
new  chairman  in  1989,  has  dumped  its 
tiresome  photos  of  women  of  many 
lands  purchasing  tampons  and  has  pro- 
duced instead  a  strikingly  handsome  re- 


PUTTING  THE  BEST 
FACE  ON  THE 
YEAR  GONE  BY 


ubrizol  dramatized  a  molecule 
from  one  of  its  products.  Con- 
tinental Bank  featured  four  cus- 
tomers on  four  covers,  while 
Coca-Cola — half  of  whose  busi- 
ness is  overseas — went  global 


port.  It  presents  images  of  women  in 
art,  including  works  by  Gustav  Klimt 
and  Utagawa  Toyokuni.  H.  J.  Heinz 
Co.'s  report  takes  a  new  tack  by  includ- 
ing intimate  interviews  with  eight  fam- 
ilies around  the  world. 

Curiously,  for  all  the  fuss  about  glob- 
alization, few  American  corporations  put 
out  reports  in  foreign  languages.  Com- 
panies trading  on  the  Tokyo  stock  ex- 
change must  publish  in  Japanese,  but 
European  exchanges  don't  require  their 
respective  languages.  Even  American 
Express  Co.,  whose  annual  resembles  a 
giant  passport  and  whose  stock  trades 


on  14  exchanges,  sticks  to  English  and 
Japanese.  Senior  Vice-President  Law- 
rence A.  Armour  says  Amex  toyed  with 
publishing  in  three  other  languages — un- 
til it  discovered  that  the  costs  were 
"enormous"  and  that  few  other  compa- 
nies were  bothering.  He  concludes:  "En- 
glish is  such  a  universal  language.  And 
if  it  isn't  that,  it's  becoming  that." 

A  few  companies  make  the  effort. 
H.  B.  Fuller  Co.  doesn't  trade  outside 
the  U.  S.,  but  as  a  service  to  foreign 
customers,  the  adhesive  maker  publishes 
nonfinancial  passages  in  four  languages 
in  its  annual  report.  And  MasterCard  In- 
ternational, privately  owned  by  its  bank 
members,  printed  its  report  in  five  lan- 
guages this  year. 

SQUIGGLY  PINK.  Computer  graphics  are 
also  gaining  in  popularity'.  Chemical  and 
drug  companies  in  particular  seek  to 
captivate  readers  with 
striking  images  from  the 
world  of  science.  A  squig- 
gly pink  strand  on  the  cov- 
er of  Bristol-Myers  Squibb 
Co.'s  report  represents  the 
"backbone"  of  an  AIDS  vi- 
rus enzyme.  Oil-additive 
maker  Lubrizol  Corp.  fea- 
tures a  computer-generat- 
ed model  of  a  zinc  dithio- 
phosphate  molecule  used 
in  its  products. 

Time  Warner  Inc.  puts 
its  flashy  stuff  on  the  in- 
side. Its  report  is  printed 
in  a  variety  of  meandering 
tv'pefaces  that  are  more 
fun  to  look  at  than  to  read. 

Of  course,  no  crop  of  re- 
ports would  be  complete 
without  a  few  firsts.  Pro- 
gressive Corp.  of  Mayfield 
Heights,  Ohio,  has  long 
commissioned  artwork,  but 
this  year,  the  auto  insurer 
tackled  a  new  subject:  It 
commissioned  art  on  the 
subject  of  drunken  driv- 
ing. Progressive's  financial 
highlights  share  a  page 
with  a  watercolor  showing 
arms  protruding  from  windshields. 

Continental  Bank  Corp.  chose  a  less 
disturbing  way  to  make  history.  This 
year,  the  bank's  annual  ran  with  four 
separate  covers — each  featuring  a  dif- 
ferent customer's  face.  The  bank  ex- 
plains that  the  "breadth  and  diversity" 
of  its  customer  base  make  it  impossible 
to  choose  just  one.  Besides,  the  gimmick 
gets  attention.  Says  bank  spokesman 
Kurt  P.  Stocker:  "The  gurus  who  look  at 
these  things  tell  us  it's  never  been  done 
before."  An\1;hing  for  the  spotlight. 

By  Andrea  Rothman  in  New  York,  with 
Antonio  Fins  in  Miami  and  bureau  reports 
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Maperfeaworlc 
applications  fiom  difeimt 
companies  would  work 
tpgpther  like  they  came 
from  the  same  company 


NAS.  The  p 

foranimpl 


Digital's  Network  Application 
Support  (NAS)  lets  you  integrate 
applications  and  share  information 
across  your  multivendor 
environment. 
Up  to  now,  the  dream  of  getting 
all  your  applications  to  work  together 
has  been  just  that -a  dream.  Digital's 
NAS  now  makes  it  a  realit>'. 

NAS  is  a  set  of  software 
products  for  using  and  developing 
integrated  applications  running  on 
different  vendors'  systems.  While 
other  computer  companies  are  stQl 
wrestling  with  how  to  get  their  own 


computers  to  work  together,  Digital - 
a  company  whose  computers  have 
always  worked  together -offers  a  way 
to  get  your  applications  to  work 
together.  Even  those  running  on  sys- 
tems that  aren't  ours.  In  fact,  NAS 
works  across  the  widest  range  of 
systems  in  the  industry'. 

NAS.  How  it  works. 

Using  a  typical  example,  we'd 
like  to  show  you  one  of  the  many 
ways  NAS  can  be  used  in  your  real- 
world  environment. 

You  can  take  graphics  from 
an  Apple  Macintosh, "  a  Lotus"" 


spreadsheet  from  an  MS-DOS'"  K 
drawing  from  a  UNIX™  workstatitf* 
data  from  an  IBM  "  mainframe,  a 
scanned  image  from  the  network  a 
integrate  them  all  into  a  single  rep(  * 
You  can  then  send  it  electronically  ^ 
to  others  anywhere  on  the  networl  '"i^ 
and  even  include  up  to  the  minute 
connections  to  source  data.  Sound 
easy?  With  NAS  it  is. 

NAS.  Why  it  works. 
Achieving  integration  like  thi 
requires  just  the  things  Digital  is  v(  nit 
very  good  at.  Like  networking.  Ani 


(^A-Supcrlmage'" 


Interleaf  TPS" 


Lotus'"  1-2-3''' 


Odesta  Document 
Management  Systems" 


mm 


•e  compatibility.  And  the 
)n  and  promotion  of  open 
ds.  Digital's  leadership  in 
nd  other  key  areas  is  what 
NAS  unique. 

\S.  What  it  means  to  you. 

mply  put,  NAS  gives  you 
lied  freedom  of  choice. 
)r  IS  managers,  NAS  means 
1  choose  to  grow  in  any  direc- 
u  want.  Also,  the  systems  you 
n  the  past  will  work  with  NAS 
r  investment  is  protected. 


For  developers,  NAS  means  you 
can  write  software  once  and  know  it 
will  work  on  other  systems.  Savings 
in  time  and  money  can  be  substantial, 
allowing  you  to  focus  on  improving 
your  applications  or  reducing  the 
backlog. 

For  users,  NAS  means  you  can 
continue  to  use  the  applications 
you're  most  comfortable  with,  but 
also  be  able  to  share  information  with 
others  much  more  easily. 

For  the  whole  company,  NAS 
means  that  with  more  computers 
working  together,  more  people  are 


working  together.  That,  of  course, 
means  more  productive  workers  and 
the  ability  to  compete  more  effectively. 
NAS.  Available  now. 
Getting  all  your  applications  to 
work  together  is  not  some  promise, 
somewhere  down  the  road.  NAS  is 
here.  Now.  For  more  information 
on  NAS,  call  1-800-842-5273  ext.  215. 
Or  call  your  local  Digital  sales  office. 

Digital 
has 

it 
now 


DECwrite" 


EDITED 


lARRiS  CCLLINGWOC[ 


A  MIDDLE  GROUND 
FOR  BOEING 


►  In  dealing  with  Japan,  some 
L .  S.  companies  opt  for  con- 
frontation, othei-s  for  quick 
cash.  Boeing  just  struck  a 
middle  course:  On  Apr.  13,  it 
unveiled  a  subcontractor-plus 
relationship  that  keeps  the 
Japanese  happy  without  giv- 
ing away  any  secrets. 

The  deal  promises  Mitsubi- 
shi Heavy  Industries.  Fuji 
Hea\">'  Industries,  and  Kawa- 
saki Hea\y  Industries  15'f  to 
20^'  of  the  ail-frame  subcon- 
tracts for  Boeing's  next-gen- 
eration jet.  to  be  dubbed  the 
777  when  the  fii-st  ordei*s  roll 
in.  In  return,  the  Japanese 
will  put  up  to  W  'r  of  the 
S3  billion  to  S4  billion  it  will 
cost  to  get  the  craft  off  the 
gi'ound.  If  the  777  is  a  suc- 
cess, the  Japanese  will  reap 
some  additional  profits.  But 
they  won't  get  access  to 
Boeing's  overall  aircraft  de 
sign  or  marketing  plans. 


CIRCLE  K  GOES  BACK 
TO  SQUARE  ONE  

►  Circle  K.  the  Xo.  2  Ameri- 
can convenience-store  chain, 
agreed  on  Apr.  16  to  a  finan- 
cial resn*ucmring.  The  compa- 
ny is  freezing  interest  pay- 
ments on  most  of  its  Sl.l 
billion  in  long-tenn  debt.  Cir- 
cle K  also  will  try  to  swap 
junk  bonds  with  a  face  value 
of  SolO  million  for  a  lesser 
amount  of  cash  or  new  debt 
that  could  be  converted  into 
stock.  Cincinnati  financier 
Carl  Lindtier's  American  Fi- 
nancial. Circle  K's  biggest 
shareholder,  has  offered  to 
purchase  up  to  SlOO  million  of 
the  new  debt.  But  even  ex- 
cluding interest  pajnients.  the 
company's  operations  aren't 
profitable. 


GOLDMAN'S  FREEMAN 
ISN'T  GEniNG  OFF  FREE 

►  One  of  Wall  Street  s  most 
troubling  criminal  cases  final- 
Iv  came  to  a  close  with  the 


Apr.  IS  sentencing  of  Robert 
Freeman,  formerly  a  top 
Goldman  Sachs  stock  specula- 
tor. Handcuffed  and  arrested 
with  two  other  Wall  Streetei-s 
in  1987.  Freeman  was  sen- 
tenced to  four  months  in  jail 
and  fined  Si  million.  He  must 
also  sen"e  300  hours  of  com- 
munity' senice  during  a  rwo- 
year  probation. 

The  sentence  follows  Free- 
man's deal  with  federal  prose- 
cutoi-s  last  August,  in  which 
he  agreed  to  plead  gtiilt\'  to  a 
single  count  of  mail  fraud  re- 
lated to  trades  he  made  dur- 
ing the  1986  leveraged  buyout 
of  Beatrice.  The  plea  came  as 
the  government  di-opped  its 
charges  against  the  other  two 
tradei-s.  Richard  Wigton  and 
Timothv  Tabor. 


THE  GODS  MUST  BE  ECOLOGISTS 


MASSACHUSETTS 
BLOCKS  BTR'S  BID 


►  The  Massachusetts  legisla- 
ture can't  balance  the  state 
budget,  but  it  works  fast  to 
ward  off  corporate  raiders. 
On  Apr.  17,  it  rushed  through 
a  bill  that  requires  staggered 
boards  of  directoi's — effective- 
ly  blocking   for   now  BTR's 
:  pro.xy   fight   for  control  of 
i  Norton,  based  in  Worcester. 
[  Norton  appealed  to  legislators 
i  after  a  federal  court  barred  it 
'  from  postponing  its  Apr.  26 
annual  meeting. 
BTR  won't  fight  the  new 
'  law.  Instead,  it  will  wage  a 
'  proxy  fight  for  a  thir-:   :'  X  :■- 
I  ton's  board.  It  sh^ 


There's  trouble  in  the  tropical 
paradise  of  Hawaii.  To  reduce 
its  dependence  on  fossil  fuels  to 
produce  electricit}-.  the  state  is 
turning  to  what  seems  an  eco- 
logically sound  alternative:  tap- 
ping underground  pockets  of 
steam  near  its  volcanos  to  pro- 
duce power. 

But  doing  right  envii-onmen- 
tally  isn't  always  a  snap.  Conser- 
vationists opposed  one  potential 
site,  near  the  Kilauea  volcano,  because  it  was  located  in  an  old  ^ 
growth  forest.  Now.  the  state  is  looking  into  another  nearb; 
site — m  one  of  the  countrj-'s  last  low  land  rain  forests.  No  - 
surprisingly,  many  en\ironmentalists  and  local  residents  ar 
furiously  protesting  the  plan.  One  more  problem  could  get 
the  way:  the  volcano  itself.  Kilauea  started  erupting  soon  afteC- 
the  original  site  was  abandoned,  and  so  far  it  has  buried  6,80  j 
acres  of  the  old-growth  forest  in  lava.  Maybe  island  official  ^ 
should  take  the  hint. 


those  seats:  It  says  it  has 
been  tendered  more  than  60'' 
of  Norton's  shares.  If  it  does 
win.  analysts  expect  Norton 
to  capitulate  to  btr's  S7.5-a- 
share  offer. 


ELECTRIC  CARS:  GM 
STEPS  ON  THE  GAS 


►  The  electiic  car  has  come  of 
age.  Or  so  beheves  General 
Motoi-s.  On  Apr.  18.  the  auto 
maker  said  it  plans  to  mass- 
produce  its  battery-powered 
Impact  prototjiie.  The  car'.- 
windswept  styling  turned 
heads  at  its  January  public 
debut  in  Los  Angeles.  So  did 
its  sporty  performance:  0  to 


60  mph  in  8  seconds  and  a  tO] ; 
speed  of  more  than  100  mph 
But  Impact,  which  can  gi 
only    120    miles    betweei  j, 
charges,  isn't  quite  ready  fo 
the  road.  GM  still  has  to  nego  - 
tiate  how  federal  safety-  rule  r- 
will  apply.  Also,  the  car  wJ  7. 
cost  about  S80  a  month  ti  ,  • 
run — rrtice  as  much  as  a  gas  . 
olinepowered  car.  GM  won' 
say  when  or  where  it  wfl ! 
build  the  car. 


NEW  HORIZONS  AT 
AMERICAN  AIRLINES 
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EM 
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►  American  Airlines  is  set  ti 
announce  a  S21.5  billion,  five 
year  overseas  expansion  oi  = 
Apr.  25.  The  canier  plans  ti  ^ 
shell  out  S14  billion  for  ne? 
planes  to  fly  its  routes  in 
rope   and   Latin  Ameri 
Sources  close  to  the  airlini 
>ay  American  will  also  usf 
several  new  widebodied  jelj 
to  expand  senice  to  Eas 
Asia  in  1992,  opening  a  ne?  ' 
hub  in  Seoul.  The  remaininj  '. 
87  billion  will  go  to  build  ne? , 
terminals,  purchase  routes  j 
and  upgi-ade  in-flight  service  , 

American  is  mo\ing  ahea( 
despite  a  bad  first  quarter  ^ 
The  airline  reported  a  loss  o 
S19  million,  vs.  a  profit  o 
SlOl  million  in  last  year's  firs 
quarter.  American  blamed  ris 
ing  fuel  and  labor  costs. 
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UN  GEORGE  MITCHELL  CLEAR 

HE  MUDDY  FIELD  OF  CAMPAIGN  FINANCE? 


^  t'liutor  George  J.  Mitchell  (D-Me.)  is  fast  emerging  as 
^(ine  of  the  few  Democrats  in  town  who  can  get  things 
Fdone.  The  Majority  Leader  silenced  doubters  when  he 
med  a  clean-air  bill  through  the  Senate  in  March.  And  now 

tiickling  an  even  tougher  nut — campaign-finance  reform, 
[though  he  hasn't  finished  drafting  a  bill,  Mitchell  has  told 
Senate  to  be  ready  on  Apr.  23  to  work  on  an  overhaul  of 
scandal-ridden  campaign  funding  system.  Because  Demo- 
3  and  Republicans  are  deeply  divided  over  goals,  reform  is 
"ficult  proposition  at  best.  But  even  skeptics  think  the  time 

be  ripe  for  action. 

;hind  Mitchell's  clean-air  success  was  public 
ern  about  the  environment.  Mitchell  hopes 
r  outrage  over  the  savings  and  loan  catas- 
he  will  play  a  similar  role  in  campaign  re- 
1.  Five  senators,  who  accepted  a  total  of  $1 
on  from  California  S&L  operator  Charles  H. 
ting  Jr.,  face  an  ethics  investigation  that 
attempt  to  determine  whether  the  money 
ed  a  role  in  efforts  to  delay  the  feds'  sei- 
of  Lincoln  Savings  &  Loan. 
lEANiNG.'  Also  aiding  the  reform  cause  is 
ving  disgust  among  senators  over  the  re- 
ess  search  for  money.  The  average  Senate 
paign  costs  $3  million.  "The  most  unpleas- 
part  of  my  job  is  raising  funds,"  says  Sen- 
Finance  Committee  Chairman  Lloyd  Bent- 
(D-Tex.).  "It's  demeaning." 

le  key  to  the  reform  approach  devised  by  Mitchell  and 
itor  David  L.  Boren  (D-Okla.)  is  an  overall  limit  on  cam- 
n  spending.  The  caps  would  be  based  on  each  state's 
ig  population  and  would  range  from  $L6  million  for  a 
11  state  such  as  Maine  to  $8.2  million  for  California.  To 
•  local  gift-giving  by  individuals,  donations  of  $25  or  less 
1  in-state  donors  would  be  exempt  from  the  ceiling, 
andatory  limits  on  campaign  outlays  have  been  ruled  un- 
titutional,  so  the  caps  would  have  to  be  voluntary.  To 
lurage  compliance,  campaigners  who  live  within  the  ceiling 


would  get  reduced  rates  for  postage  and  broadcast  time. 

Democrats  generally  like  spending  ceilings.  Republicans 
don't.  And  Mitchell  can't  pass  a  bill  with  Democrats  alone. 
Even  if  he  can  keep  all  55  Democratic  senators  in  line,  he 
needs  five  more  votes  to  cut  off  a  potential  filibuster.  So  he's 
ready  to  deal  to  win  GOP  support,  particularly  that  of  Minority 
Leacler  Bob  Dole  (R-Kan.),  who  has  signaled  that  he  might  be 
willing  to  play  ball. 

One  area  of  compromise  is  Senator  John  C.  Danforth's  (R- 
Mo.)  plan  to  create  an  income-tax  checkoff  similar  to  that  used 
to  fund  Presidential  campaigns.  The  money 
would  be  used  to  buy  five-minute  blocks  of  tele- 
vision time  for  political  ads.  Danforth  thinks  the 
longer  spots  would  reduce  the  attractiveness  of 
negative  commercials,  now  so  much  in  vogue. 
HIGH  STAKES.  Mitchell  might  also  have  to  cut  a 
deal  on  the  issue  of  "soft"  money,  the  gifts  of 
$100,000  or  more  that  individuals  can  give  state 
parties,  which  often  spend  the  money  in  ways 
that  benefit  Senate  and  House  candidates.  Re- 
publicans are  unhappy  that  Democratic  propos- 
als don't  address  soft-money  abuses.  Democrats 
will  accept  restrictions  on  political  action  com- 
mittee contributions  but  not  the  total  ban  that 
President  Bush  and  many  Republicans  want. 

The  Majority  Leader  is  staking  a  lot  on  cam- 
paign reform,  and  odds  are  good  that  Mitchell 
can  get  a  bill  through  the  Senate,  although  the  measure  will 
fall  short  of  sweeping  reform.  Getting  from  Senate  passage  to 
enactment  will  be  harder.  House  Speaker  Thomas  S.  Foley  (D- 
Wash.)  once  thought  he  might  cut  a  deal  with  GOP  leaders.  But 
hopes  for  a  bipartisan  measure  have  faded,  and  Foley  has 
delayed  consideration  of  campaign  reform  until  June. 

In  the  end,  a  bill  that  imposes  spending  limits  but  fails  to 
ban  PACs  could  well  be  vetoed  by  Bush.  But  simply  getting  it 
through  the  Senate,  the  sinkhole  of  reform  efforts,  would  be  a 
major  step  toward  cleaning  up  the  campaign  funding  mess. 

Bfi  Paula  Dn'ijvr 


ITAL  WRAPUPI 


MPETITIVENESS 


democratic  plans  for  legislation  de- 
F  signed  to  increase  America's  abili- 
to  compete  in  world  markets  are 
niing  into  a  familiar  bugaboo — the 
iget  deficit.  For  months,  a  group  of 
'Use  Democrats  led  by  Majority 
ader  Richard  A.  Gephardt  (D-Mo.) 
^  been  trying  to  craft  a  consensus 
npetitiveness  package.  The  kernel  of 
Iraft  now  circulating  on  Capitol  Hill 
a  new  pool  of  money  to  foster  com- 
rcial  high-tech  research  and  develop- 
nt  projects.  The  idea  is  to  create  a 
ilian  equivalent  of  the  Defense  Ad- 
iced  Research  Projects  Agency.  But 
iding  would  be  just  $200  million — 


compared  with  $L2  billion  for  its  mili- 
tary counterpart.  Other  elements  of 
the  package:  relaxed  antitrust  rules  to 
allow  joint  production  ventures,  more 
money  for  math  and  science  education, 
and  fewer  curbs  on  high-tech  exports. 

THE  FED 


Ti-easury  official  David  W.  Mullins 
Jr.'s  role  in  designing  the  1989  sav- 
ings and  loan  legislation  is  stalling  his 
move  to  the  Federal  Reserve  Board. 
The  Senate  Banking  Committee  is  hold- 
ing up  confirmation  until  Mullins  sup- 
plies written  answers  to  57  questions — 
mainly  about  the  troubled  thrift  bail- 
out— submitted  by  Senators  Alan  Dix- 
on (D-Ill.)  and  Phil  Gramm  (R-Tex.). 


THE  BUDGET 


Officially,  the  government  still  ex- 
pects the  deficit  for  the  current 
fiscal  year  to  come  in  at  $124  billion. 
But  Uncle  Sam's  borrowing  needs, 
which  reflect  the  true  measure  of  the 
deficit's  impact  on  credit  markets  and 
the  economy,  could  reach  $200  billion. 
The  official  estimate  ignores  $40  billion 
or  more  in  borrowing  to  raise  the  capi- 
tal to  liquidate  failed  S&Ls.  And  lower- 
than-expected  profits  are  depressing 
corporate  tax  receipts,  adding  $15  bil- 
lion or  so  to  the  shortfall.  The  worsen- 
ing situation  will  make  it  harder  to 
hold  the  1991  deficit  to  the  $65  billion 
target  mandated  by  Gramm-Rudman. 


NGTON  OUTLOOK 
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Kodak  copier  representatives  will  do  whatever  it  takes 
to  guarantee  your  total  satisfaction  with  Kodak  copiers, 
people  and  service.  Whatever  it  takes. 

Nobody's  ever  offered  a  copier  guarantee  like  this. 
But  then  nobody  else  has  copiers  like  the  award-winners 
from  Kodak.  Nobody  has  Kodaks  heritage  of  quality 
products  and  caring  people— plus  the  best  service  in  the 
business!  So  we  can  confidently  offer  to  do  whatever 
it  takes  to  make  you  a  totally  satisfied  Kodak  copier 
customer  Because,  chances  are,  we're  already  doing  it. 
'  »  Put  us  to  the  test.  We're  not 

all  as  limber  as  the  guy  above,  but 
every  one  of  us  is  an  expert  at 
satisfying  customers.  For  details, 
—  call  I  800  255-3434,  Ext.  154. 


Kodak  copiers.  Ask  any  customer. 
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PILE-UP  AT  THE  PORT  OF  PUSAN:  ROH  IS  TAKING  MEASURES  TO  REVERSE  THE  EXPORT  DECLINE— EVEN  IF  IT  MEANS  ANTAGONIZING  THE  U.S. 


THE  KOREAN  TIGER 

HAS  ALL  BUT  LOST  ITS  CLAWS 


Stiff  competition  from  Japan  and  trade  pressure  from  the  U.S.  have  halted  the  climb  in  exports 


I  yuiidai  autos  are  piling  up 
on  tlie  sprawling  loading 
I  dock  at  the  South  Korean 
port  of  Ulsan.  Both  Goldstar  Co. 
and  Samsung  Electronics  Co.  are 
cutting  production  of  microwave 
ovens  by  a  million  units  this  year. 
Pohang  Iron  &  Steel  Co.,  Korea's 
pride,  has  so  much  unsold  steel 
that  it  is  running  out  of  room  to 
store  it. 

The  Korean  export  powerhouse 
is  suddenly  out  of  steam.  A  combi- 
nation of  labor  problems  at  home 
and  unexi)ected!y  stiff  compe- 
tition from  Japan  have  ended 
the  go-go  days.  Korean  ex- 
ports rose  by  a  meager  2.8'- 
in  1989,  compared  with  aver- 
age annual  growth  of  26'' 
over  the  previous  three  years. 
Exports  actually  declined  by 
1%  in  the  first  quarter  of  1990, 
fueling  Korean  worries.  "We 
don't  have  an  exportable  prod- 


UP 

29% 


uct,"  screamed  the  Choong-Ang  Daily 
Xeivs  on  Apr.  17. 

Only  a  few  months  ago,  the  govern-^ 
ment  of  President  Roh  Tae  Woo  did  not" 
seem  concerned  about  boosting  exports. 
It  wanted  to  cool  trade  friction  with  the 
U.  S.,  which  was  complaining  about  a 
trade  gap  that  reached  $9  billion  in  1988. 
But  now  the  government  is  reversing 
course  to  get  exports  moving  again.  Roh 
shook  up  his  Cabinet  in  March  and  an- 
nounced a  package  of  measures  in  early 
April  giving  companies  $4  billion  in  new 
incentives  and  assistance. 


After  years  of  bowing  to  U.  S.  pres- 
sure and  allowing  the  Korean  currency  P 
to  gain  in  value,  the  government  also 
has  engineered  a  39f  depreciation  in  the  ' 
won  this  year  to  make  Korean  exports  sut 
cheaper.  On  the  labor  front,  it  has  prom-  * 
ised  to  take  stern  action  against  illegal  i»t 
disputes  while  keeping  wage  hikes  thisini 
year  to  a  single  digit,  compared  with**' 
increases  of  about  20'.(  in  1989. 

Korea's  attempt  to  stimulate  its  ex- S 
ports  could  spark  Washington's  wrath,  Jlie 
but  Seoul  considers  that  risk  as  one  iti( 
must  take.  The  reason  is  that  exports 


KORIA'S  EXPORT  DRIVE  STAILS  OUT 


1 

TOTAL  3 
EXPORTS 

2 

KEY  PRODUCTS    88  89 

UP  , 

|2.8%! 

•88  '89 

DATA:  BANK  Of  KOREA 


FOOTWEAR 

▲  BILLIONS  OF  DOLURS 


AUTOS 


TELEVISIONS 


VIDEOCASSEHE 
RECORDERS 


HOME 
APPIIANCES 


40  BUSINESS  WEEK/APRIL  30.  1990 


INTERNATIONAL  BUSINES 


)unt  for  34.27f  of  gross  national  prod- 
and  28%  of  all  jobs.  The  export 
ich  already  has  forced  a  dozen  for- 
i-owned  plants  in  the  once-thriving 
;an  Export  Zone  to  close,  leaving 
[•ly  10,000  workers  jobless.  "Without 
Drts,  the  Korean  economy  cannot 
nve,"  says  Trade  &  Industry  Minis- 
Park  Pil-Soo. 

echarging  the  export  machine  will  be 
icult.  In  1987,  Korean  autos,  led  by 
indai  Motor  Co.'s  Excel  subcompact, 
e  riding  high  in  the  U.  S.,  increasing 
s  by  105%  from  the  previous  year. 

no  more.  A  major  problem  is  that 
ean  cars  have  gotten  more  expen- 
,  while  Japanese  carmakers  have  in- 
,sed  prices  by  smaller  margins.  Ac- 
ling  to  Kia  Research  Institute,  the 
•age  selling  price  of  an  Excel  in  the 
.  increased  from  $5,999  to  $7,879  in 
year  ended  August,  1989,  up  31.37<  . 
ing  the  same  period,  the  price  for  a 
Ota  Tercel  Dlx  increased  only  14.17, 
58,398.  "When  prices  are  compara- 

the  consumer  prefers  the  Japa- 
>  products,"  says  Kia  director  Lee 
j-Dae. 

3  recoup,  Hyundai  last  year  launched 
?w  sedan,  the  Sonata.  But  that  has 
prevented  Hyundai's  U.  S.  sales 
n  dropping  to  34,000  units  in  the  first 
rter  of  1990,  317  below  what  they 
e  in  the  same  period  last  year, 
woo  Motors'  joint  venture  with  Gen- 
Motors  Corp.  to  distribute  its  Le- 
is  model  isn't  faring  well,  either, 
e  Koreans  are  not  the  miracle  we 
ight  they  were  two  or  three  years 
"  says  David  E.  Cole,  director  of  the 
/ersity  of  Michigan's  Office  for  the 
iy  of  Automotive  Transportation. 
3r  major  Korean  products  are  doing 
■  marginally  better  (table). 
DOWNSCALE.  The  depreciation  of  the 
and  relentless  Japanese  spending  on 
tal  goods  and  research  and  develop- 
t  have  allowed  the  Japanese  to  hold 
:o  market  niches  the  Koreans  once 
imed  they  would  win  hands  down, 
rea's  biggest  export  problem  is  the 
k  yen,"  says  Hong  Yun,  assistant 
lager  at  Samsung  Electronics.  It  has 
ived  the  Japanese  to  reduce  some 
es  for  consumer  electronics  in  the 
I.  and  Europe  to  beat  back  Korean 
lenges.  Today,  Samsung  says,  its  13- 
color  TV  on  average  costs  $20  more 
le  U.  S.  than  a  comparable  one  made 
iharp. 

ne  key  Korean  mistake  was  failing 
nove  rapidly  into  higher-value-added 
lucts.  Hyundai  remained  a  one-car 
3rter  until  it  rolled  out  the  Sonata, 
isung  and  Goldstar  relied  too  heavily 
)lder  products  such  as  low-end  vcRs 
microwave  ovens  while  the  Japanese 
mded  their  product  range  with  big- 
'en  TVs,  camcorders,  and  other  more 
listicated  items. 


The  Koreans  could  not  make  that  leap 
because  they  did  not  keep  pace  with  Ja- 
pan's R&D.  "The  R&D  environment  has 
been  somewhat  neglected,"  admits  Lee 
Kyung-Hoon,  president  of  Daewoo 
Heavy  Industries  Co.  Nor  have  the  Ko- 
reans caught  up  with  the  Japanese  in 
quality.  The  Trade  &  Industry  Ministry 
acknowledges  that  Korea's  defect  ratio 
is  four  times  that  of  Japan's:  4.97  of  all 
Korean  products  have  problems,  vs.  1.47- 
for  Japanese  products. 

Reviving  Korean  exports  will  hinge  in 
part  on  new  markets,  particularly  in 


Eastern  Europe  and  the  Soviet  Union. 
Roh's  government  will  also  try  to  keep 
domestic  demand  booming  while  giving 
exporters  new  inducements  to  launch 
products  and  spend  more  on  research.  If 
those  moves  do  not  improve  Korea's  cur- 
rent account,  the  government  may  roll 
back  on  some  promises  to  open  the  mar- 
ket to  U.  S.  products.  That  wouldn't 
make  any  friends  in  Washington.  But 
with  the  fate  of  Korea's  economic  mir- 
acle hanging  in  the  balance,  Seoul  is  cer- 
tain to  charge  ahead. 

By  Lax/Hi  Nakamii  in  Seoul 


FRANCE  I 


OOH-LA-LA:  FRANCE  IS  SUDDENLY 
IN  VOGUE  WITH  INVESTORS 


A  robust  economy  and  strong  franc  have  the  bourse  soaring 


France  has  suddenly  be- 
come a  hot  money  play. 
Foreign  currency  is 
pouring  into  the  Paris 
Bourse,  pushing  up  stock 
prices  9.37  in  the  first  half 
of  April  and  sending  the 
franc  to  a  two-year  high 
against  the  Deutschemark. 

In  part,  the  French  are 
benefiting  from  collapsed 
share  prices  in  Tokyo  and 
fears  of  rising  inflation  in 
West  Germany.  But  the 
rush  to  Paris  stems  also 
from  investors'  realization 
that  this  former  land  of  run- 
away prices  and  socialist  ex- 
periments has  changed  its 
stripes. 

Docile  labor  unions  and 
rising  productivity  are  re- 
flected in  forecasts  of  strong  3.67 
growth  in  1990.  Inflation,  running  at  37, 
is  among  the  lowest  in  Europe.  For  the 
first  time  since  1966,  French  price  in- 
creases will  be  below  those  of  rival  West 
Germany.  But  reflecting  the  new  pros- 
perity, consumers  are  spending,  and 
house  prices  are  soaring.  Apartment 
prices  have  risen  257  in  the  past  year. 
In  the  best  areas,  apartments  can  cost 
$33,000  a  square  meter. 

The  French  now  have  to  prove  that 
their  comeback  has  staying  power  and  is 
not  simply  riding  on  the  coattails  of  the 
strong  Continental  economy.  Much  cred- 
it goes  to  France's  neighbor  and  largest 
trading  partner.  West  Germany.  Yet 
most  French  business  leaders  think  that 
big  changes  at  home  are  bringing  on  the 
good  times,  too.  "There  are  enormous 
differences  compared  with  the  1970s," 
says  Jean-Rene  Fourtou,  chairman  of 
chemicals  giant  Rhone-Poulenc. 


BUYING  PERFUME  IN  PARIS:  CONSUMER  SPENDING  IS  UP 


The  two-year-old  government  of  Prime 
Minister  Michel  Rocard  has  offered  tax 
incentives  to  encourage  savings, 
preached  the  profit  motive  to  France's 
huge  nationalized  sector,  and  cut  corpo- 
rate taxes  from  427  to  377'.  Further 
cuts  are  planned  in  the  future.  Rocard  is 
also  chipping  away  at  President  Fran- 
cois Mitterrand's  pledge  not  to  privatize 
state-owned  companies,  and  he  is  soon 
expecting  approval  from  parliament  to 
sell  257  of  state-owned  Renault  to  Swe- 
den's Volvo. 

'VERY  TENSE.'  The  stronger  franc  is, 
however,  the  most  striking  hallmark  of 
the  new  France.  By  scrapping  wage  in- 
dexing and  sticking  to  a  tight  monetary 
policy,  the  Socialist  government  has  in- 
creased the  franc's  value  against  the  dol- 
lar. It  is  now  trading  at  5.7,  up  from  a 
low  of  nearly  11  in  1985.  An  appreciating 
currency,  in  turn,  has  resulted  in  lower 
interest  rates.  Recently,  the  Bank  of 
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When  it  comes  to  the  manufacture  of  electronics,  Daewoo  has  an 
eye  and  ear  for  quaUty  respected  all  over  the  world.  Daewoo 
Electronics  offers  a  complete  range  ofexactingly  manufactured 
products,  from  laptop  computers  and  compact  disc  players  to  high- 
resolution  color  televisions  with  flat-square  tubes  and  advanced 
circuitry  for  picture  enhancement .  And  Daewoo  microwave  ovens, 
video  cassette  recorders,  camcorders,  humidifiers,  vacuum 
cleaners  and  refrigerators  offer  the  same  rare  combination  of 
quality  and  value.  Call  for  more  infonnation  on  how  Daewoo 
Electronics  can  put  its  manufacturing  talent  to  work  for  you. 

Daeu'oo  Electronics  Corporation  of  America  (201)  935-8700 
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nternational  Business 


France  chopped  the  rate  at  which  it  is 
lending  to  banks  to  O.TS^;  from  W/c 

The  pragmatic  Socialists  have  also  en- 
couraged big  companies  to  lay  off  work- 
ers and  restructure.  State-owned  steel- 
maker Usinor  Sacilor  (page  90)  had 
160,000  workers  in  1980;  now,  it  has 
60,000,  Profits  from  restructuring  are 
rolling  in,  and  many  blue  chips,  includ- 
ing Peugeot,  glassmaker  Saint-Gobain, 
oil  giant  Elf-Aquitaine,  and  food  proces- 
sor BSN,  are  leading  the  bourse's  rise. 

But  these  gains  haven't  passed  unno- 
ticed by  labor  unions,  who  agreed  to 
take  cuts  in  the  past  to  make  French 
industry  more  competitive.  They  now 
want  to  share  in  the  bounty.  "If  they 
don't,  things  could  get  very  tense,"  pre- 
dicts Jacques  Bass,  an  economist  with 


France's  second-largest  union,  the  CFDT. 

Much  of  the  economy's  new  strength 
is  in  basic  industries,  such  as  steel  and 
chemicals,  that  are  vulnerable  to  both 
foreign  competitors  and  the  business  cy- 
cle. While  French  companies  have  boost- 
ed research  spending,  some  of  their  tech- 
nology is  still  second-rate  compared  with 
their  German,  Japanese,  and  American 
rivals.  And  so  far,  companies  are  financ- 
ing their  expansion  with  debt,  rather 
than  using  earnings. 

If  the  hot  money  starts  to  run  out,  the 
boom  may  indeed  be  short-lived.  But  for 
now,  the  French  are  enjoying  an  unex- 
pected vote  of  confidence  in  a  rapidly 
changing  Europe. 

By  Stewart  Toy  and  Blanca  Riemer  hi 
Pa  ris 


BRAZIL  I 


FILL  'ER  UP  WITH  FIREWATER:  PETROBRAS'  ALCOHOL  FUEL  PROGRAM  LOSES  $350  MILLION  A  YEAR 


COLIOR  KICKS  OFF  THE  GREAT 
BRAZILIAN  SELL-OFF 


And  first  on  the  block  is  Petrobras,  the  sprawling,  state-owned  oil  giant 


They're  everywhere  in  Brazil,  the 
green  and  yellow  BR  logos  of  the 
state  oil  monopoly,  Petrobras.  On 
filling  stations,  chemical  plants,  fertilizer 
factories,  and  even  mines  in  the  Ama- 
zon, the  colors  of  Petrobras  show  the 
long  reach  of  the  state  economy. 

Now,  the  oil  giant  is  squarely  in  the 
sights  of  Brazil's  new  President  Fernan- 
do Collor  de  Mello.  He  wants  to  cut  Pe- 
trobras down  from  a  sprawling  industri- 
al conglomerate  to  a  company  that 
concentrates  on  its  core  oil  businesses. 
The  downsizing  would  be  the  model  for 


a  multibillion-dollar  privatization  pro- 
gram. Thousands  of  jobs  will  be  lost. 

But  Collor,  who  only  took  office  on 
Mar.  16,  is  already  in  such  hot  water 
that  some  observers  doubt  he'll  be  able 
to  close  a  single  gas  station.  Middle-  and 
upper-class  Brazilians  have  been  hurt  by 
his  double  whammy  of  a  freeze  on  bank 
accounts  and  drastic  tax  hikes.  While 
silent  now,  they  could  become  a  formida- 
ble opposition  if  the  current  recession 
deepens  and  unemployment  surges. 

Collor  seems  to  be  hoping  quick 
moves  will  keep  him  ahead  of  the  mob. 


On  Apr.  11,  Brazil's  National  Congres 
cleared  his  monetary  and  fiscal  plam 
which  have  brought  raging  inflation  to 
screeching  halt.  Collor  now  wants 
raise  funds  and  slash  government  spea 
ing  further  to  reduce  a  federal  defid 
that  hit  almost  $25  billion  last  year.  0: 
way  to  raise  money  quickly  is  to  sell  oil 
state  industries.  Collor  might  be  able  tj 
get  $3.5  billion  for  Petrobras  assets.  Tl 
company's  nonoil  operations  accoun 
for  one-third  of  its  $13  billion  in  sale 
last  year  and  almost  half  of  its  $lf 
million  in  profits. 

Collor  has  already  begun  the  job  b 
dissolving  Petrobras'  $2  billion  intern!  | 
tional  trading  arm,   Interbras,  whicrP 
dealt  in  everything  from  chickens 
weapons.  Brazil's  Congress  is  suppor 
ing  this  plan,  but  it  wants  final  approv; 
of  all  future  privatizations. 

As  Collor  slashes  away  at  the  oil  coi 
glomerate,  his  chief  allies  will  be  th 
company's  new  president,  Luiz  Otavio  d  " 
Motta  Veiga,  39,  and  Veiga's  boss,  Infn 
structure  Minister  Ozira  Silva,  59,  wh 
headed  up  Petrobras  two  years  ag(  " 
They  may  lead  off  by  selling  the  tw  *' 
biggest  Petrobras  subsidiaries,  its  Petn  ^ 
quisa  petrochemical  and  Petrofertil  fei 
tilizer  operations.  Foreign  chemical  cor 
cerns  such  as  France's  Rhone-Poulen 
have  expressed  some  interest. 
SUGAR  SHOCK.  CoUor  wants  to  sell  off  a 
much  as  $7  billion  worth  of  the  goverr 
nient's  prime  assets  over  the  next 
months.  Besides  Petrobras,  auction  car 
didates  include  the  mining  operatioi 
Companhia  Vale  do  Rio  Doce  and  sevei  " 
al  of  the  big  steel  units  once  controUei  * 
by  Siderbras.  To  give  the  sales  a  push  " 
Collor's  economic  team  is  concocting 
novel  financing  scheme  that  would  re 
quire  banks  and  other  financial  institu 
tions  operating  in  Brazil  to  put  3%  to  4? 
of  their  assets  into  nontradable  "partic: 
pation  certificates,"  or  scrip,  that  couk 
only  be  used  for  privatizations. 

Even  a  stripped-down  Petrobras  wil 
not  be  a  manager's  dream.  Collor's  aus 
terity  measures  may  drive  gasoline  sale 
through  the  floor  this  year,  slashing  th( 
company's  revenues.  Collor  may  not  b( 
able  to  cut  the  $350  million  Petrobras  ii 
losing  each  year  blending  sugar  cane  al 
cohol  into  gasohol  because  the  progran 
benefits  the  impoverished  northeast,  hii 
stronghold. 

Still,  the  odds  are  that  big  chunks  o: 
Petrobras  will  be  sold.  That  would  be 
big  step  for  Brazil  and  Latin  America 
where  state  companies  are  usually  sac 
rosanct.  "There  is  no  turning  back, 
says  Collor,  borrowing  a  phrase  froir 
Britain's  privatization  leader,  Margarei 
Thatcher.  If  he's  right,  lots  of  green  anc 
yellow  signs  will  become  souvenirs. 

By  Jeffrey  Ryser  in  Sao  Pauk 
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IHY  PUSH  NEED  NOT  COME  TO  SHOVE 
I  LITHUANIA 


JHas  the  world  escaped  a  Vilnius  Spring?  In  1968,  Mos- 
[H  cow  sent  tanks  to  end  the  Prague  Spring,  Czechoslova- 

H  kia's  attempt  at  pursuing  its  own  brand  of  communism. 
Apr.  18,  President  Mikhail  Gorbachev  cut  off  the  flow  of 
iet  oil  to  a  Lithuanian  refinery,  the  first  step  in  carrying 

his  threat  to  deny  fuel  supplies  to  the  rebellious  republic. 

aim  is  to  force  the  Vilnius  government  to  halt  its  drive  for 
spendence  from  the  Soviet  Union.  But  the  Soviet  leader 
irly  prefers  a  gradually  tightening  economic  squeeze  to  the 

of  overt  military  force.  To  some  observers,  his  moves 
ced  like  tough  labor  negotiating  tac- 
,  designed  to  spur  compromise.  By 
ing  such  a  tack,  he  may  be  hoping  to 
?  himself,  and  the  Lithuanians,  bar- 
ning  room  to  ease  the  impasse  and 
id  jeopardizing  his  May  30  summit 
h  President  Bush  in  Washington. 
■  SO  FAST.  Gorbachev's  step-by-step  ap- 
ach  underscores  the  crucial  connection 
ween  Lithuania's  secession  bid  and  the 
are  of  his  own  reform  program.  Un- 
;  he  finds  an  orderly  way  to  forge  a 
/  set  of  treaties  between  Moscow  and 

non-Russian  republics,  several  of  which  are  just  as  restless 
liithuania,  Gorbachev  will  face  one  independence  crisis  after 
ther.  That  could  sidetrack  perestroika.  As  tensions  over 
luania  mounted,  Gorbachev  delayed  the  planned  announce- 
it  of  some  17  new  economic  steps  to  help  move  the  Soviet 
ion  toward  a  convertible  currency,  establish  stock 
lership  in  companies,  and  reform  banking.  The  pain  of 
h  changes,  Kremlin  strategists  concluded,  would  have 
ired  fuel  on  secessionist  fires.  "Between  the  worries 
r  the  republics  and  the  absolute  need  to  move  ahead 
h  these  reforms,  the  government  is  being  whipsawed," 
s  Murray  Feshbach,  a  Soviet  expert  at  Georgetown 
iversity. 

lO  Gorbachev  seems  interested  in  graduated  steps  to  push 
lius  toward  compromise.  Lithuania,  for  its  part,  "is  willing 


OUTSIDE  PARLIAMENT  IN  VILNIUS 


to  negotiate  anything  but  the  declaration  of  independence," 
says  Algimantas  Cekuolis,  a  newspaper  editor  and  adviser  to 
the  republic's  Parliament.  But  Moscow  says  it  won't  negotiate 
unless  the  Lithuanian  Parliament  first  rescinds  its  Mar.  11 
secession  act.  Nevertheless,  Gorbachev's  economic  squeeze  is 
already  extracting  concessions.  Cekuolis  says  Lithuania  is  will- 
ing to  repeal  a  law  creating  its  own  identity  cards,  for  exam- 
ple, and  would  be  willing  to  hold  a  popular  referendum  on 
independence,  as  Moscow  demands. 
Vilnius  has  little  bargaining  leverage.  Buying  oil  and  gas 
outside  the  Soviet  Union  would  cost  $1 
billion  in  hard  currency  a  year,  says  Paul 
Zieber,  director  of  the  Institute  for  East 
European  Market  Research  in  Hamburg. 
"Lithuania  simply  can't  afford  indepen- 
dence," he  says.  But  if  the  impasse  on  the 
independence  declaration  can  be  eased, 
some  observers  believe,  Gorbachev  would 
speed  up  steps  to  forge  a  kind  of  com- 
monwealth relationship  with  Lithuania  in 
far  less  than  the  five  years  specified  for 
such  a  transition  in  Soviet  legislation. 
For  President  Bush,  such  an  outcome 
would  validate  his  effort  to  use  restraint  in  responding  to  the 
crisis.  With  major  arms-control  treaties  and  relations  with 
allies  hanging  in  the  balance.  Bush  and  Secretary  of  State 
James  A.  Baker  III  had  resisted  calls  in  recent  weeks  to  lash 
back  quickly  at  Moscow.  So  far.  Bush  has  had  enough  Senate 
support  to  fend  off  increasingly  vociferous  House  calls  for 
sanctions.  Even  if  Gorbachev  tightens  the  economic  screws 
further  on  Lithuania,  Bush  is  likely  first  to  simply  scale  back 
talks  with  Moscow  on  economic  issues  and  slow  down  less 
important  commercial  links,  such  as  expanded  civil  aviation 
agreements.  By  doing  so,  he  hopes  to  avoid  serious  setbacks  to 
talks  on  arms  control  or  a  trade  agreement  that  would  really 
sour  the  summit  atmosphere. 

Bij  Bill  Javetski  in  Washington,  ivith  Rose  Brady  in  Moscow  and 
bureau  reports 


OBAL  WRAPUPI 


LBANIA 


■urope's  last  Stalinist  domino,  isolat- 
■ed  and  backward  Albania,  is  begin- 
ng  to  wobble.  Leaders  of  the  Albani- 
1  Workers  Party,  which  rules  the 
lUntry's  3  million  people,  were  "terri- 
id"  by  Romania's  upheaval,  diplo- 
ats  in  Tirana,  the  capital,  say,  be- 
,use  the  two  countries'  regimes  were 
I  similar.  Now,  this  rigid  Marxist 
ate  is  letting  farmers  sell  some  of 
eir  own  produce  and  permitting  citi- 
sns  to  build  their  own  homes.  In 
arch,  Albania  opened  direct-dial  tele- 
lone  links  with  .54  Western  countries 
a  a  switching  system  financed  by  the 
.  N.  Development  Program.  And  in 


April,  Albanian  tourists  were  allowed 
for  the  first  time  to  visit  Greece. 

The  main  motive  for  the  liberaliza- 
tion is  the  country's  economic  stagna- 
tion— partly  the  result  of  the  virtual 
cutoff  of  outside  links  by  former  Com- 
munist dictator  Enver  Hoxha,  who 
seized  power  in  1944.  Most  of  Albania's 
smoke-belching  industrial  plants  were 
installed  by  the  Chinese  under  a  $7 
billion  aid  program,  until  Albania  broke 
relations  in  1978  to  protest  China's  eco- 
nomic reforms.  Declining  oil  fields, 
with  derricks  installed  before  World 
V/ar  II,  now  barely  supply  domestic 
needs,  while  a  three-year  drought  is 
compelling  the  country  to  import  food. 

Albania  severed  relations  with  Mos- 


cow in  1960  because  it  considered  Sovi- 
et leader  Nikita  Khrushchev  too  liber- 
al. Now,  the  crumbling  of  Eastern 
Europe's  trading  bloc  is  forcing  the 
country,  under  relatively  moderate 
leader  Ramiz  Alia,  to  seek  economic 
ties  with  the  West.  To  expand  trade 
with  the  European  Community,  Alba- 
nia is  considering  setting  up  an  office 
in  Brussels.  In  January,  French  electri- 
cal equipment  maker  Cegelec  signed  a 
$28  million  contract  to  supply  turbines 
for  a  hydroelectric  plant,  while  Italian 
oil  company  Agip  is  drilling  for  gas 
offshore.  But  most  foreign  suppliers 
must  take  payment  in  products,  be- 
cause Albania's  constitution  forbids 
outside  borrowing  and  foreign  debt. 
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WITHOUT  US,  H 


February  1st  1953  is  a  date 
many  Dutchmen  will  always 
remember.  Throughout  the  night, 
a  fierce  storm  roared  onshore 
driven  by  gale  force  winds. 

Just  before  dawn,  horrified 


observers  in  Zeeland  saw  the 
gigantic  sea  dike  suddenly 
bulge  and  crumble.  By  noon,  vast 
tracts  of  the  country  were  under 
water.  Two  thousand  people 
and  250,000  farm  animals  died. 


In  the  aftermath,  it  was  obvious 
that  massive  new  sea  defen- 
ses were  needed.  The  question 
was  how  to  anchor  them  in 
the  treacherous  shifting  sands. 
We  at  Akzo  provided  the 


solution.  Years  of  developm< 
had  resulted  in  polyester  fibt 


that  were  as  strong  as  steel. 

We  now  wove  these  into  hu 
mats,  flexible  yet  tough,  vvhid|^^ 
were  ballasted  onto  the  bottii 


sea  and  meshed  into 
>.Once  in  place, mats  and 
3ved  immovable, 
is  but  one  of  our  con- 
is  to  the  well-being  of 
and  the  other  49  coun- 


tries where  we  operate. 

We  are  one  of  the  world's 
largest  chemical  companies, 
70,000  strong,  active  in  the  fields 
of  chemicals,  fibers,  polymers, 
coatings  and  health  care. 


Last  year  our  efforts  yielded 
sales  of  US  S  8  billion. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West 
40th  Street,  New  York,  N.Y.  10018. 


AKZO 
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POLITICS  I 


THE  DEMOCRATS'  SEARCH  FOR  A  ROAD 
OUT  OF  THE  WILDERHESS 


The  party's  factions  still  can't  agree  on  an  economic  agenda  to  regain  the  White  House 


After  two  decades  of  humiliation  in 
Presidential  elections,  the  Demo- 
cratic Party  has  finally  come  to 
a  realization:  The  tattered  remains  of 
New  Deal  economics  just  aren't  enough 
to  win  voters'  hearts  anymore.  From 
Georgetown  salons  to  state  party  con- 
ventions, Democrats  are  struggling  to 
build  a  new  economic  platform.  About 
all  they  agree  on  at  the  moment  is  that 
what  they  have  doesn't  work.  But  for  a 
political  party,  as  for  an  alcoholic,  to 
admit  something  is  seriously  wrong  is 
only  the  first  step  toward  recoveiy. 

Nowhere  is  the  process  more  awk- 
ward than  in  the  struggle  over  the  pro- 


CHAMPIONS  OF  THE  POOR 

Jesse  Jackson  favors  income  redistribution 
programs,  mainly  through  higher  taxes  and  ex- 
panded benefits.  He's  calling  for  "equal  results, 


posal  of  Senator  Daniel  P.  Moynihan  (D- 
N.  Y.)  to  cut  Social  Security  payroll 
taxes  by  $55  billion.  Some  Democrats 
argue  that  the  plan  is  just  the  ticket  to 
win  back  the  affection  of  middle-class 
voters,  who  would  benefit  most.  Others 
protest  that  cutting  taxes  while  the  defi- 
cit stands  at  $1K5  billion  would  show 
that  the  party  is  fiscally  irresponsilile. 
Still  others  argue  that  the  debate  is  irrel- 
evant to  whal  the  real  concern  of  Demo- 
crats should  lie — the  plight  of  the  poor. 

Right  now,  not  even  party  regulars 
know  what  the  party  stands  for.  "When 
you  ask  the  average  guy  what  Demo- 
crats are  really  about,  he  can't  tell  you," 
says  Gerald  Austin,  a  liberal  consultant 
in  Ohio.  "We've  got  to  have  something 


to  hang  our  hat  on,  and  right  now, 
we  don't.  We've  got  no  soul." 

What  the  party  does  have  is  an 
abundance  of  conflicting  ideas.  Each 
faction  believes  it  has  the  map  that 
will  take  the  Democrats  back  to  the 
White  House.  Here's  how  the  war- 
ring clans  line  up: 

Underclass  warriors.  Led  by  JeSSe 
Jackson,  they  believe  government's 
role  is  to  redistribute  income  by 
sharply  raising  taxes  on  the  rich  and 
increasing  benefits  for  the  poor.  The 
Jacksonians  would  use  taxes  to  en- 
courage business  to  invest  in  commu- 
nities and  discourage  moving  produc- 
tion overseas.  Jackson's  focus  is  on 
the  underclass,  which  remains 
staunchly  Democratic  even  though  its 
voter  turnout  is  low.  Strongly  protec- 
tionist, these  class  warriors  want  gov- 
ernment to  play  an  aggressive  role  in 
managing  the  economy.  "We  support 
equal  results,"  says  Jackson,  "not  just 
equal  opijortunities." 
Working-stiff  heroes.  Jackson  is  not  the 
party's  only  class  warrior.  Clean-cut, 
middle-American  Richard  A.  Gephardt 
(D-Mo.)  offers  his  own  populist  vision. 
He  has  a  new  focus,  pitting  middle-class 
workers  against  the  rich.  Gephardt  ar- 
gues that  the  Democratic  Party's  future 
lies  with  middle-class  families  who  once 
formed  the  party's  foundation  but  have 
since  drifted  to  the  GOP. 

While  Jackson's  tradi- 
tional class  warfare  pits 
workers  against  their 
bosses,  Gephardt's  fol- 
lowers pit  fax  machine 
salespeople  against 
Wall  Street  financiers. 
They  blast  President 
Bush's  proposed  cut  in 
the  capital-gains  tax  as 
a  giveaway  for  the  rich. 
And  they  hope  to  taj) 
into  middle-class  con- 
cerns by  providing  more 
aid  for  college  educa- 
tion and  child  care. 

These  neo-populists 
want  to  cut  Social  Secu- 
rity payroll  taxes  and 
increase  incentives  for 


BOAT-LIFTERS 

Senate  Finance  Chairman  Lloyd  Bentsen,  a 
Kennedy  Democrat  on  fiscal  matters,  believes 
that  a  rising  tide  lifts-all  boats.  He  sees  general  | 
economic  growth  helping  all  Americans 
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MIDDLE-CLASS 


House  Majority  Leader 
Dick  Gephardt  is  pitting  fax 
machine  salespeople  against 
Wall  Street  financiers  ^ 


savings  by  the  middle  class.  And  to  prol 
tect  American  jobs,  they  support  aggres 
sive  government  action  to  break  dowi 
foreign  trade  barriers.  Says  Alvin  From 
director  of  the  conservative  Democratic! 
Leadership  Council:  "We  need  to  reunite 
the  Democratic  Party  as  the  agent  foi 
upward  mobility.  I  want  the  Democratic 
Party  to  be  on  the  side  of  working  peo 
pie  in  this  country." 

But  class  warfare  has  its  risks.  The 
politics  of  envy  has  never  succeeded  ir 
this  country:  While  populism  has  en 
joyed  regional  support,  it  has  never 
elected  a  President.  "If  we 
lead  with  class  warfare,' 
says  Arkansas  Governoi 
Bill  Clinton,  "we  lose." 
Traditionalists.   While  mid 

die-class  populists  see  a  re- 
stricted role  for  the  federal 
government,  traditiona 
Democrats  remain  fans  of 
activism.  But  they  want  to 
shift  the  focus  from  the 
poor  to  the  middle  class. 
They  believe  in  maintain 
ing  a  strong  safety  net,  ar- 
gue for  increased  direct 
government  spending  on 
infrastructure  and  educa- 
tion, and  question  the  effi 
ciency  of  tax  incentives. 
They  favor  reversing  much 
of  the  economic  deregula 
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Pound  FbrPdundj^nFbr'fen, 
IJmR)rIjra,¥)u  Girit  Beat  Our 
International  DiscDunt 


Or  for  that  matter,  peso  for  peso,  or 
mark  for  mark. 

Because  only  AT&T  combines  big  inter- 
national savings  with  AT&T  quality. 

For  as  little  as  $5  per  month,  AT&T 
PRO™  WATS  lets  you  enjoy  a  10%  sav- 
ings on  direct- dialed  calls  to  47  countries* 
during  both  the  standard  and  discount 
time  periods.** 

*  Savings  also  apply  to  Inierstate  direct  dialed  calls. 


Your  savings  can  rise  to  as  high  as  18% 
as  your  volume  of  calls  increases. 

And  your  calls  will  be  connected  with 
the  speed  and  clarity  AT&T  is  renowned  for 

For  more  on  AT&T  PRO  WATS  and 
our  other  international  discount  plans,  call 
1  800  222-0400,  ext.  1276. 

Because  dollar  for  dollar,  you're  just  not 
going  to  find  a  better  deal. 

•*  Rate  siruciures  to  Canada  and  Mexico  vary 
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Tank  Tough 
your  business. 


In  today's  unforgiving  business  environ- 
ment, nobody  wants  to  hear  that  your 
printer  went  down.  Or  it  zigged  when  it 
should've  zagged.  Performance  is 
everything.  And  reliability  is  the  key.  They 
don't  come  any  tougher  than  the  new 
390  Plus  printers  by  Okidata. 

Tank  tough. 

The  new  390  Plus  Series  are  the  most  ver- 
satile printers  in  the  business.  Spreadsheets 
to  multi-part  forms,  letter  quality  to  super 
high-speed  drafts,  these  tough  guys  can 
handle  anything  you  throw  at  them.  You 
can  run  your  whole  business  or  department 
on  a  390/391  Plus,  or  393  Plus. 

Tank  tough. 

Superior  engineering  makes  paper  hand- 
ling a  breezeMore  type  faces  make  for  more 
exciting  presentations.  And  there  isn't  a 
printer  on  the  market  that  pumps  out  quali- 
ty work  faster,  on  a  day  in,  day  out  basis 
than  these  workhorses. 

Tank  tough. 

Rugged  reliability. 
Consistent  perfor- 
mance. Incredibly 
versatile.  After  more 
than  3,000,000  print- 
ers, the  folks  at 
Okidata  know  what 
you  want.  And  you  get  it  all  with  the  value 
packed  390  Plus  Series. 


Top. 
bottom.  & 
rear  feed 


Printers,  faxes,  PC  modems.  Okidata  builds 
the  toughest  around.  Call  1-800-OKlDATA 
for  the  tank  tough  dealer  nearest  you. 


The  390  Series  got  rave  reviews  from  PC  Magazine  and  PC  World.  We've  made  the  390  Plus  printers  even  better. 


The  best  printers  in  the  business  just  got  better.  Introducing  the  new  390  Plus  Series. 


Pimters  that  do  it  all. 

OKIDATA 

an  OKI  AMERICA  company 

We  put  business  on  paper. 


EACH  PAIR  AN  ORIGINAL. 
SIGNED  BY  A  MASTER. 

For  a  free  catalog,  call  I-800-MAGLI-22  Ext.  44 


BRUNO  MAGLI 

MASTERPIECES. 


Suite  Deal  Manila 
A  taste  of  the  best 


Suite  lu  ing  could  not  be  anv 
sweeter  than  our  Suite  Deal  Manila 
package.  You  stay  in  a  suite  at 
Manila's  most  elegant  and  historic 
hotel  at  the  attracti\'e  rate  of 
L'SS190+  +  , 

And  there  is  no  holding  hack 
on  amenities  and  excellent 
service:  One-bedroom  suite 
accommodations,  complimentary 
Continental  breakfast  tor  2 
persons,  airport  transfers 
(prov  ided  flight  details 
are  ad\'ised),  late  '  ' 

check-out  on  departure  ^ 
date  till  6  p.m.  at  no 
extra  charge, 

welcome  drink  and      ^  ,  X  » 


fruit  basket,  daily  international  and 
local  newspapers. 

When  planning  a  visit,  ask  for  our 
Suite  Deal  Manila.  It's  definitely 
good  value  you  should  not  miss. 

Valid  until  31  Dec.  90.  Bookings 
must  be  identified  and  some  restrictions 
npply.  Advance  reservations  required. 
*+  +  Subiect  tc  10%  sercice  charge  and 
13.7%  government  tax. 
''Maximum  2  adults  and 
2  children  12  years  old 
and  belozL'  sharing 
room. 


There  are  perhaps  a  dozen 
incredible  places  vou  must  see 
in  the  Onent 
One  of  them  is  a  hotel 


RiiAl  Park  (P,0  Box  307),  Manila,  Philippines  Telex;  40537  MHOTEL  PM. 
Telephone:  (632)  47-OOn.    Fax:  (632)  47-1124  or  48-2430. 
Or  contact:  R,F.  Warner  Inc.  Omaha,  NE;  John  Tetley  Co.  Los  Angeles,  Utell  International-Sahara, 
KL.M  Golden  Tulip  Intl  B.V.,  Philippine  Airlines  Sales  &  Reservations  Worldwide. 


overnment 


tion  of  the  Reagan  era,  arguing  that 
loosening  the  shacl<les  on  airlines,  for 
example,  raised  prices  and  cut  service, 

"If  Democrats  can't  make  the  case  for 
a  responsive,  concerned,  and  involved 
public  sector,  who  can?"  asks  Jeff  Faux, 
president  of  the  Economic  Policy  Insti- 
tute, a  think  tank  that  is  providing  mucli 
of  the  intellectual  grounding  for  th€ 
group.  This  faction  has  its  strongest 
support  in  the  party's  congressional 
wing  and  in  organized  labor. 
Apostles  of  growth.  This  Strain  of  Demo 
cratic  thinking  goes  back  to  John  F. 
Kennedy.  It  holds  that  "a  rising  tide  lifts 
all  boats" — that  across-the-board  eco- 
nomic growth  leads  to  political  success 
Personified  these  days  by  Senate  Fi- 
nance Committee  Chairman  Lloyd  Bent- 
sen  (D-Tex.),  this  faction  believes  in  tax 
incentives  for  savings  and  investment, 
fiscal  responsibility,  and  government 
support  for  cutting-edge  industries. 

Lawmakers  such  as  Bentsen  put 
high  priority  on  balancing  the  budget.  "] 
don't  think  you  can  neglect  the  deficit,' 
says  Bentsen.  "It's  a  responsibility.  We 
have  to  address  it."  But  there  is  a  trap. 


The  party  that  taps  the 
rising  sense  of  unease  ainong 
the  middle  class  will  have  a 
leg  up  in  coming  elections 


"If  you  are  tied  to  the  responsibility  fac- 
tion," says  Stuart  E.  Eizenstat,  a  tof 
White  House  aide  in  the  Carter  Adminis- 
tration, "you  are  the  party  of  austerity, 
And  you  don't  win  the  Presidency." 

That's  the  dilemma.  Pollsters  have  de 
tected  a  rising  sense  of  unease  among 
Americans,  especially  those  earning 
$20,000  to  $50,000  a  year.  Up  to  one-thirc 
of  these  voters  believe  the  economy  wil 
be  worse  in  coming  years  than  it  is  to 
day.  Politicians  know  that  whichever 
party  taps  that  unease  will  have  a  leg  up 
in  coming  elections. 

But  Democrats  have  to  decide  which 
road  is  most  likely  to  lead  them  to  the 
White  House.  Do  they  go  the  Bentser 
route  of  fiscal  responsibility?  Do  thej 
embrace  Jackson's  brand  of  class  war- 
fare? Or  Gephardt's?  Or  do  they  try  tc 
improve  on  the  GOP  themes  of  market 
efficiency  and  minimalist  government? 

Right  now,  a  buoyant  George  Bush 
looks  tough  to  beat.  But  if  the  economj 
turns  sour,  his  extraordinary  popularitj 
may  evaporate.  Then,  voters  will  look  tc 
the  Democrats  for  an  alternative  agen- 
da. The  question  is:  Will  they  find  one? 
By  Howard  Gleckman  in  Washington 
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"Credit  managers  dorit  lik 
to  break  hearts,but  sometimes  our 
sales  peopk  just  ask  for  it.  They 


pin  their  hopes  on  a  new  account, 
men  later  they  ask  me  for  a  D&B. 

"That's  toolate. 

"I  tell  them,  'Customers  are 
like  sweethearts.  Learn  all 
you  can  before  you  get  involved!" 

Blind  dating  is  one  thing,  but  new  business  requires  that  your 
eyes  be  wide  open,  and  right  horn  the  start.  Which  makes  that  the 
right  time  to  call  Dun  &  Bradstreet. 

We  have  up-to-date  credit  reports  on  millions  of  American  busi 
nesses,  and  we'll  send  them  to  you  by  phone,  by  fax,  by  modem  or 
by  mail.  You'll  learn  how  a  prospect  pays  its  bills,  based  on  actual 
payment  experiences.  You  can  also  get  insights  into  the  company's 
history  and,  in  many  cases,  check  recent  financial  statements. 

New  business  is  a  real  commitment,  so  before  you  start  wooinj 
make  sure  it's  worth  winning. 

To  put  D&B  to  work  for  you,  call  us  at  1-800-234-DUNS. 

Dun  &  Bradstreet  Business  Credit  Services 

M***  ThcDunSBr;K(slrtcl  Cotpof  Jlioo 


Dun  &  Bradstreet 

The  fine  art  of  managing  risk. 


SIEMENS 

1908.  That  was  then. 


One  of  the  favorites  in  the  The  Great  New  York  to  Pans  Race  was  a  motor  car  named 
Protos.  It  was  burt  by  a  company  named  Siemens. 


c  Sieme'-s  Corcoraiion  1990 


1990.  This  is  now. 


Today  Siemens  builds  almost  everything  for  an  automobile  except  the  automobile  itself. 
We  supply  22  of  the  world's  major  car  makers  with  over  700  systems  and  products, 
from  fuel  injectors  and  microprocessors  to  halogen  headlamps.  Those  products  are  only 
some  of  the  many  precision  technologies  made  by  the  10,000  Siemens  people  working  at 
50  U.S.  manufacturing  sites.  In  fact,  with  35,000  men  and  women  working  nationwide, 
Siemens  remains  determined  to  continue  as  a  leader  in  the  kind  of  thinking  that  produces 
innovative  technology  for  everyone.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90  Box  8003A,  Trenton,  New  Jersey  08650 


^atacomm 
imtary 


"When  it's  'data  to  go,' 
we  order  UDS  modems" 


Today's  fast  food  business  is 
also  a  fast  data  business.  Sales 
and  profit  figures,  inventory  con- 
trols, expense  reporting,  wage 
and  benefit  information,  tax 
computations  and  other  essential 
data  must  flow  quickly  and  re- 
liably between  individual  stores 
and  corporate  headquarters. 

That's  why  the  impleme-^tation  of 
Wendy's  new  corporate-wide 
datacomm  system  demanded  the 
utmost  in  modem  reliability.  And 


that's  why  Wendy's  chose  UDS 
as  their  modem  supplier, 

Wendy's  modems  of  choice  are 
the  UDS  Sync-Up"'  V,32  and 
Sync-Up  2/V.32.  They  connect 
Wendy's  remotely  sited  micro- 
computers with  the  corporate 
mainframe.  Collectively  they  give 
Wendy's  a  full-duplex.  9600  bps 
data  link  to  every  company  loca- 
tion, no  matter  how  remote.  UDS 
provides  maximum  reliability, 
ongoing  customer  support  and  a 
virtually  error  free  communica- 
tions environment. 


—  Information  Systems  Group, 
Wendy's  International 

If  your  modem  requirements  are 
too  critical  for  compromises,  do 
as  Wendy's  has  done:  contact 
UDS.  5000  Bradford  Drive. 
Huntsville,  AL  35805-1993. 
Phone  205/430-8000: 
FAX:  205/430-8926. 


MOTOROLA 


Commentary/by  John  Hoerr 


THE  STRANGE  BEDFELLOWS  BACKING  WORKPLACE  REFORM 


ren  years  ago,  worker  participa- 
tion was  largely  a  Utopian  ideal 
shared  by  a  relatively  few  believ- 
rs.  Today,  it  is  a  bona  fide  movement 
ith  a  large  grass-roots  following  and 
real  potential  for  improving  worker 
3mmitment,  quality,  and  productivity 
1  the  workplace.  Even  so,  the  move- 
lent  has  grown  more  slowly  over  the 
ast  decade  than  the  potential  justifies, 
artly  because  it  has  lacked  ideological 
acking  by  conservative 
usiness  and  militant  labor 
roups.  Now,  however,  that 
.  changing  in  both  camps. 
A  few  weeks  ago,  the 
fational  Association  of 
[anufacturers  (NAM),  whose 
lembers  account  for  85%'  of 
L  S.  manufacturing  output, 
;sued  an  extraordinarily 
trong  endorsement  of  par- 
cipation,  or  employee  in- 
olvement  (El).  "In  the 
390s,"  the  NAM  predicted  in 
report  on  work-force 
•ends,  "we  will  witness  a 
ipid  revolution  of  employee 
articipation — a  revolution 
lat  will  transform  the  way 
■ork  is  organized  and  man- 
ged."  Meanwhile,  Labor 
'esearch  Review  (LRR) — a 
)urnal  based  in  Chicago 
nd  noted  for  its  militant, 
ro-union  perspective — re- 
sntly  devoted  an  entire  is- 
ue  to  participation.  Break- 
ig  with  the  political  left's 
pposition  to  any  form  of  El, 
le  editors  proposed  what 
ley  called  "a  union-empow- 
ring  model  of  worker  par- 
cipation  in  management.' 


Once  opposed  to  any  plan  that  dimin- 
ihes  managerial  power,  the  nam  has 
uietly  supported  participation  in  re- 
ant  years.  But  its  new  president,  Jer- 
y  J.  Jasinowski,  decided  the  group 
hould  play  a  more  visible  role  in  pro- 
loting  the  concept,  though  many 
lembers  may  disagree.  On  Mar.  15, 
asinowski  issued  a  statement  declar- 
ig  that  global  competition  and  work- 
rs'  demand  for  "a  voice  that  matters" 
;  pushing  manufacturers  toward  EI. 
ays  Jasinowski:  "There  is  a  stronger 
seling  among  corporate  leaders,  which 

share,  that  we  haven't  come  close  to 


tapping  the  potential  of  our  workers." 

Changing  course  was  somewhat 
tougher  for  Labor  Research  Review.  It 
is  published  by  the  Midwest  Center  for 
Labor  Research,  a  nonprofit  consulting 
organization  that  fosters  "industrial  re- 
tention" in  the  Chicago  area  by  arrang- 
ing employee  buyouts  and  corporate 
acquisitions.  Edited  by  academics  and 
union  staff  activists,  LRR  is  regarded 
by  manv  unionists  as  authoritative  on 


labor  issues.  Although  it  has  published 
pro-El  articles  by  guest  writers,  its  edi- 
tors have  tended  to  reflect  a  hard-line 
union  view  that  management  adopts  El 
programs  only  to  manipulate  workers 
and  weaken  unions. 

In  lrr's  latest  issue,  however.  Edi- 
tor Jack  Metzgar  of  Roosevelt  Univer- 
sity and  an  associate,  Andrew  R. 
Banks  of  Florida  International  Univer- 
sity, strongly  advocate  that  unions  get 
involved  in — and,  in  fact,  take  control 
of — participation  programs.  While 
many  union  members  are  part  of  EI 
programs,  they  note,  only  a  few  unions 


actively  promote  the  concept,  and  most 
accept  management's  definition  of  par- 
ticipation. "We  need  to  differentiate 
between  a  process  that  strengthens  the 
union  as  an  institution  and  a  vague 
promise  of  cooperation  by  manage- 
ment," Metzgar  says.  Adds  Banks: 
"Participation  is  the  type  of  manage- 
ment style  that's  becoming  the  most 
successful  in  advanced  industrial  coun- 
tries. I  feel  history  will  pass  labor  by 
on  this  issue  if  the  unions 
don't  take  a  stand." 
SPECTRUM.  It's  not  as 
though  the  NAM  and  LRR 
reached  a  consensus  on  par- 
ticipation. The  term  itself 
can  refer  to  a  wide  range  of 
practices — from  simply  so- 
liciting employees'  work-im- 
provement ideas  in  quality- 
circle  meetings,  to  forming 
self-managing  teams  of 
workers  with  almost  total 
control  of  production.  The 
term  also  encompasses  the 
idea  of  unions  or  other 
workers'  representatives 
gaining  the  power  to  partici- 
pate in  plant-level  and  com- 
panywide  decision-making. 
This  last  goal  is  an  impera- 
tive for  Labor  Research  Re- 
riew.  The  NAM,  on  the  other 
hand,  is  not  likely  to  urge 
managers  to  give  up  such 
power,  and  it  diplomatically 
avoids  the  issue. 

These  and  other  differ- 
ences in  approach  and  phi- 
losophy are  to  be  expected. 
What  is  significant  is  that 
the  two  groups  are  respond- 
ing to  increasing  evidence 
that  more  and  more  managers  and 
workers  want  to  reform  the  workplace 
in  fundamental  ways.  But  many  man- 
agers still  resist  the  notion  that  work- 
ers and  unions  can  tell  them  something 
they  don't  already  know.  Many  work- 
ers still  balk  at  accepting  more  respon- 
sibility. And  some  unions  still  believe 
that  participation  inevitably  leads  to  co- 
optation  by  management.  By  giving 
ideological  approval  to  participation, 
the  NAM  and  LRR  are  telling  their  con- 
stituents that  they  won't  lose  their 
souls  by  embracing  the  concept.  That 
is  an  important  message  for  all  sides. 


)R 
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CHIEF  FINANCIAL  OFFICERS  I 


1  AM  INTENSE,  AGGRESSIVE, 
AND  HARD-CHARGING' 


Merck's  Judy  Lewent  sets  a  fierce  pace — and  it's  paying  off 


Judy  C.  Lewent  of  Merck  &  Co.  isn't 
the  type  to  lounge  by  the  swimming 
pool.  When  she  and  husband  Mark 
L.  Shapiro  take  a  vacation,  they  prefer 
to  hit  the  tennis  courts  for  hours  of 
heated  competition.  "We  play  tennis  un- 
til we've  exhausted  ourselves,"  explains 
Shapiro,  a  managing  director  at  New 
York's  Wertheim,  Schroder  &  Co.  invest- 
ment bank.  Then,  while  he  collapses  into 
semiconsciousness,  Lewent  usually  goes 
off  and  swims  some  laps.  "I 
am  an  intense,  aggressive,  and 
definitely  hard-charging  per- 
son," she  says. 

No  kidding.  In  her  10  years 
at  Merck,  Lewent  has  charged 
her  way  up  the  corporate  lad- 
der. And  in  late  March,  she 
was  named  the  drug  giant's 
vice-president  for  finance  and 
its  chief  financial  officer.  Now 
responsible  for  the  $6.6  billion- 
a-year  company's  treasury,  fi- 
nance, and  tax  issues,  she  has 
vaulted  onto  Merck's  powerful 
operating  review  committee — 
the  select  group  that  works  di- 
rectly with  Chairman  and 
Chief  Executive  Officer  P. 
Roy  Vagelos.  She  has  also  set 
a  milestone:  Lewent,  41,  is  the 
first  woman  CFO  at  a  company 
the  size  of  Merck.  Says  Bette 
Woody,  research  associate  at 
the  Wellesley  College  Center  for  Re- 
search on  Women:  "This  is  a  break- 
through appointment." 

These  days,  the  CFO's  job  is  an  espe- 
cially vital  one  at  Merck.  With  mergers 
and  acquisitions  reshaping  the  drug 
business,  and  with  Merck  determined  to 
stay  independent,  it  will  have  to  forge  a 
number  of  .strategic  alliances  with  other 
drugmakers.  Recent  examples  include  a 
marketing  venture  with  Johnson  &  John- 
son and  a  drug-development  pact  with 
Du  Pont  Co.  Lewent's  500-person  staff 
must  be,  in  effect,  a  group  of  in-house 
investment  bankei-s.  She  takes  over  as 
finance  vice-president  from  Alfred  P. 
Smith,  who  has  retired.  The  CFO  position 
was  held  by  Francis  H.  Spiegel  Jr.,  who 
is  now  a  senior  vice-president. 
Lewent  credits  Vagelos  for  her  suc- 


cess at  Merck,  describing  the  cool,  com- 
petitive CEO  as  her  mentor.  Both  are  vet- 
erans of  the  lab  division,  where  he  was 
director  and  she  held  various  financial 
jobs.  "I  would  not  be  here  without  him," 
she  says.  Vagelos  says  simply  that 
Lewent  was  the  best  candidate  ifor  the 
CFO  job.  "Her  gender  was  irrelevant." 

Colleagues  praise  her  work  ethic — and 
her  inventiveness.  While  scientists  were 
shepherding  breakthroughs  in  the  labs. 


N.  Y.  It  came  complete  with  a  list  of  the 
best  rest  stops  along  the  way  for  the 
colleague's  two  boys. 

Lewent  has  been  fascinated  by  busi- 
ness since  she  was  a  child.  Growing  up 
in  Manhattan,  where  her  mother  was  an 
accountant  and  her  father  an  import-ex- 
port executive,  she  used  to  read  stock 
quotes  in  the  newspaper  with  her  grand- 
father. She  graduated  from  Hunter  Col- 
lege High  School  and  went  on  to  women- 
only  Goucher  College  in  Towson,  Md. 
She  feels  strongly  that  all-female 
schools  give  women  a  better  shot  at 
learning  leadership,  since  no  men  are 
around  to  elbow  them  aside.  After 
Goucher,  she  got  a  business  degree  from 
the  Massachusetts  Institute  of  Technol- 
ogy's Sloan  School  of  Management.  Jobs 
at  E.  F.  Hutton,  Bankers  Trust,  and 
Pfizer  followed.  A  headhunter  lured  her 
to  Rahway  (N.J.)-based  Merck  in  1980. 

Awav  from  work,  Lewent  sticks  close 


LEWENT'S 
PROGRESS 


CURRENT  POSmON 


Vice-president,  chief  fi- 
nancial officer,  Merck  & 
Co.,  age  41 


CAREER  PATH 


Joined  Merck  in  1980. 
Previous  jobs  included 
posts  with  Pfizer  ( 1976- 
80),  Bankers  Trust 
(1974-75),  and  E.  F.  Hut- 
ton  (1972-74) 


EDUCATION 


MS,  MIT  Sloan  School  of 
Management,  1972;  BS, 
economics,  Goucher 
CoUege.  1970 


CFO  LEWENT:  HERS  WAS  A  "BREAKTHROUGH  APPOINTMENT" 


she  was  showing  how  advanced  finance 
practices  could  bolster  the  bottom  line. 
Among  Lewent's  innovations  is  a  com- 
puterized foreign-currency  options  pro- 
gram for  hedging,  important  in  Merck's 
increasingly  global  operations.  Another 
is  a  computer  program  called  the  Drug 
Research  Uncertainty  Game  (DRUG),  a 
simulation  designed  to  teach  new  Merck 
managers  about  the  riskiness  of  drug 
development.  Invest  too  little,  and 
"Drugs  R  Us"  goes  out  of  business. 
TOUGH  BOSS.  Known  for  putting  in  70- 
hour  workweeks,  Lewent  demands  the 
same  or  greater  from  her  staffers.  If 
workers  want  to  take  a  break,  she  sug- 
gests they  jog  at  lunchtime  or  work  out 
in  company  exercise  facilities.  Excruciat- 
ingly well-organized,  she  recently  gave  a 
colleague  directions  to  Cooperstown, 


to  the  institutions  that  paved  her  way. 
She's  an  adviser  to  Sloan,  and  she  re- 
cently put  aside  a  philosophical  dispute 
with  Goucher — it  began  admitting  men 
in  1987 — to  join  its  board  of  trustees. 
But  she  won't  be  sending  any  daughters 
of  her  own:  She  and  Shapiro  have  opted 
not  to  have  children  because  of  their 
busy  careers.  "Regret"  is  too  strong  a 
word  to  describe  her  feelings,  she  says. 
But:  "I  must  admit  I'm  torn  by  this." 

Lewent  maintains  that  she  hasn't  en- 
countered overt  sexism  at  Merck.  So, 
would  she  like  to  break  through  the 
glass  ceiling  and  wind  up  as  CEO  some 
day?  Not  right  away,  she  says.  But  peo- 
ple like  Lewent — those  who  describe 
themselves  as  intense,  aggressive,  and 
hard-charging — usually  aim  for  the  top. 

By  Joseph  Weber  in  Philadelphia 
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"The  NP6650.  Award  for  Excellent  Overall  Copy  Quality" 
"The  NP  8580.  Best  Overall  Performance  based  on 
Hands-On  Evaluation" 

-Datapro  1/89 

"Most  Outstanding  Copier-Overall.  NP8580" 
"The  Canon  NP6650  is  the  mid-volume  copier  of  choice" 
"The  lab's  ever-skeptical  technicians  were  impressed 
with  its  (the  NP1215)  performance" 

-Buyer^s  Lab  5/89 

"The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

—American  Office  Dealer  7/89 

When  you're  America's  most  popular  copier, 
you  have  to  face  the  critics. 

The  reviews  are  in.  When  it  comes  to  business  copiers,  the  choice  Is  Canon. 
Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 
our  over  5  million  copiers  produced  worldwide  prove  it. 


Ever  notice  how  a  solution  will 
often  fall  into  place  as  soon  as 
the  problem  is  clearly  defined? 

Andersen  Consulting  believes 
that  tb\s  simple  insight  is  the  key 


to  successful  application  of  infor- 
mation technology. 

Of  course,  we  realize  that  iden- 
tifying the  problem  is  usually  more 
easily  said  than  done.  Related 


symptoms  may  appear  totally 
disconnected.  Even  senior  man- 
agement may  have  trouble  seeing 
the  entire  situation  objectively. 
That's  how  we  can  help.  Our 


O  1989  AnJi  TM  n  Cuniulling,  AA  Si  Co  ,  S  C 


SOLUTION 


experience  cuts  across  all  indus- 
try lines.  So  our  business  skills 
are  as  fully  developed  as  our 
technological  skills. 
And  that  combination  is  essen- 


tial to  make  information  systems 
work,  and  pay  off. 

After  all,  if  this  is  how  you  see 
the  porebim,  you'll  probably  end 
up  with  this  kind  of  souliton. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  here; 


Entertainment 


CABLE  TV  I 


WILL  A  LITTLE  LESS  ROCK 
GET  MTV  ROLLING  FASTER? 


To  boost  ratings,  it's  cutting  back  on  videos  and  adding  shows 


John  D.  Reardon,  president  of  MTV: 
Music  Television,  is  holding  forth  on 
why  advertisers  flock  to  cable's  24- 
hour  rock  video  channel.  It's  certainly 
not  the  numbers.  .MTV's  household  rat- 
ings— the  average  percentage  of  sub- 
scribers who  tune  in — have  been  flat  for 
the  past  five  years.  "Why  does  Levi 
Strauss  advertise?"  he  asks.  "Why  does 
Coca-Cola  sponsor  a  tour  of  the  Club 
MTV  dancers?"  The  answer:  MTV's  view- 
ers are  young,  affluent,  and  loyal.  They 
write,  they  call,  they  want  their  MTV. 
"Ratings,  schmatings,"  Reardon  scoffs. 
"We've  persuaded  advertisers  that  our 
brand  loyalty  will  rub  off  on  them." 

Indeed,  the  halo  effect — and  an  audi- 
ence that's  hard  to  reach  elsewhere — 
has  lured  a  blue-chip  roster  of  advertis- 
ers to  .MTV  (table).  But  apparently  that's 
not  enough  anymore.  Late  last  year, 
Reardon  announced  a  change  for  the 
'90s.  MTV  will  go  to  an  almost  all-show 
format — quite  a  switch  from  much  of 
the  '80s,  when  rock  'n'  roll  television 
meant  nonstop  music  videos,  broken  up 
only  liy  the  chatter  (jf  video  jockeys. 


AROUND  THE  WORLD 
WITH  MTV 

SUBSCRIBERS 

50.4  MILLION  IN  U.S. 
60  MILLION  IN  EUROPE, 
JAPAN,  AUSTRALIA, 
ISRAEL,  AND 
LATIN  AMERICA 

TOP  ADVERTISERS 

PEPSI,  COCA-COLA, 

LEVI  STRAUSS, 
VOLKSWAGEN,  NIKE 

TARGETED  AGE  GROUP 

12-34 

90  ESTIMATED  REVENUE 

$178  MILLION 


MTV's  lineup  already  includes,  among 
others,  a  game  show,  a  dance  show,  and 
a  pop-culture  news  program.  And  in  the 
first  few  months  of  this  year,  .MTV  intro- 
duced a  flurrj^  of  new  programs,  includ- 
ing a  morning  talk  show,  Awake  on  the 
Wild  Side,  and  the  channel's  own  vari- 


ety of  sitcoms — which  it  calls  vidcoms. 

What's  going  on?  .MTV  is  trying  to  act 
a  bit  more  like  traditional  TV  and  ulti- 
mately, boost  ratings.  The  strategy-  is  to 
create  shows  around  quirky  but  appeal- 
ing personalities  and  get  viewers  to  stay 
tuned  longer.  .MTV  viewers,  inveterate 
channel-flippers,  often  seek  out  the 
channel  as  a  second  choice.  "When 
they're  bored,"  says  top  programmer 
Doug  Herzog,  "they  zap  over  to  check 
out  .MTV."  The  problem  is,  they  zap  away 
just  as  readily.  As  a  result,  the  channel 
draws  an  average  0.6%,  or  300,000,  of  its 
50.4  million  U.  S.  subscribers  at  any  giv- 
en time — a  so-so  showing  even  by  cable 
standards.  "The  new  programs  aren't 
designed  to  be  instant  hits,"  says  Larry 
Gerbrandt,  a  cable  analyst  with  Paul  Ka- 


CCENTON 
QUIRKY:  MTV'S  NEW 
LINEUP  INCLUDES  KEVIN 
SEAL'S  OUTLANDISH 
DERRING-DO, 
JOVANOTTI'S 
ITALIAN  RAP- 
PING, AND 
BEN  STILLER' 
GOOFY  TV 
PARODIES 


DATA:  COMPANY  RtPORTS.  PAUL  KAGAN  ASSOCIATES  INC 


MUSIC  TELEV^ 
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Only  one  network 
carries  all  2^128  games. 


From  the  season's  first  pitch  all  the  way  to  the  final  out 
of  the  World  Series '  the  MCI  Digital  Data  Network 
will  carry  every  major  league  hit,  run,  and  change  in 
the  standings. 

MCI's  exclusive,  all-digital  data  network  sends  stats 
from  ball  parks  in  the  United  States  and  Canada  to  the 
Major  League  Baseball "  offices.  They're  compiled  into 
box  scores  and  official  reports  and  then  distributed  back 
to  each  ball  club,  as  well  as  to  media  all  over  the  world. 

And  since  MCI "  is  the  Official  Telecommunications 


Company  of  Major  League  Baseball,  we'll  be  providing 
them  with  a  wicie  range  of  additional  long  distance 
services.  Like  MCI's  Vnet,"  a  state-of-the-art  service  that 
gives  Major  League  Baseball  customized  capabilities 
virtually  equivalent  to  a  private  network. 

MCI  covered  all  the  bases  for  Major  League  Base- 
ball. To  find  out  what  we  can  do 
for  your  business,  contact  your  MCI 
Account  Representative  or  call 

1-800-888-0800.  m«jo»  league  b«seb7ll 


- — o —  —  


Trademarks  used  with  permission 

from  Ma(or  League  Baseball. 

©  MCI  Communications  Corporain 


The  Official  Telecommunications  Company  of  Major  League  Baseball. 


SENDING       DATA       YOUR       W.    A  Y'^ 


Marc  Rankin 

Marketing  Representative 

The  six  people  on  this  page 
aren't  professional  models  or 
actors.  They're  part  of  the  new 
Texaco.  Their  charge  is  this:  if 
there's  a  better  way  to  discover  it, 
recover  it,  produce  it,  ship  it  or  sell 
it . . .  "go  for  it:'  For  our  part,  we're 
eliminating  the  procedures  and 
obstacles  that  can  get  in  their 
way  The  results  have  been 


Callie  Mitchell 

Senior  Supply  Representative 

rather  incredible. 

"There's  a  tremendous  team 
dynamic  in  the  company  now  that 
we  hadn't  had  before.  You  can 
actually  feel  the  energy  around 
here:'  Ron 

"Exactly.  We  don't  have  two  or 
three  years  to  get  a  project  rolling 
anymore.  These  days,  we  attack 
projects.  We  get  the  necessary 


Ron  Richards  ' 
Manoger,  Environment  Affairs  ■ 

people  together  in  one  room,  and 
we  don't  come  out  until  the 
problem  is  solved.  Now  we're  off 
the  drawing  board  in  three  to  four 
days:'  Kelly 

"Our  customers  are  being 
involved  in  the  process,  too.  It's 
almost  like  we  flip-flopped  the 
corporate  ladder.  Instead  of  the  CEO: 
sitting  on  the  top,  the  customer  has  |j 


Bill  Studzinski 
Chemist 

)ecome  the  most  important 
}erson.  1  think  they're  still  a  little 
imazed  that  we  even  ask  for  their 
nput!'  Marc 

"It's  really  paid  off  in  our 
latural  gas  liquids  business.  We've 
quadrupled  our  customer  base,  and 
low  we're  a  worldwide  leader." 
:allie 

"We're  heading  that  way  in 


Carol  Triebel 

Superintendent,  Plonning  and  Shipping 

fuels,  too.  Our  new  System^ 
gasoline  has  a  lot  of  our 
competitors  taking  a  second 
look:'  Bill 

As  you  can  see,  there's  a  new 
energy  at  Texaco.  We're  aggres- 
sively searching  for  new  oil. 
Getting  more  from  our  existing 
fields.  Developing  products  for 
today  that  are  designed  to  serve 


Kelly  Mayo 
Systems  Analyst 

into  tomorrow.  And  pioneering  the 
clean  energy  sources  that  must 
guide  us  into  the  fumre. 

"I'm  glad  to  see  Texaco  taking 
a  leadership  role. 


I'm  really  proud  that 
I'm  a  part  of  it, 
tool'  Carol 

So  are  we,  Carol. 


are  we.  American  Road 


TEXACO-WE'VE  GOT  THE  ENERGY. 


airs 


gan  Associates  Inc.  "But  over  time,  they 
should  increase  the  ratings" — and  jack 
up  ad  rates. 

MTV  executives  are  quick  to  point  out 
that  the  four-minute  rock  video  is  still 
the  heart  of  their  programming.  The 
new  half-hour  vidcoms,  for  instance,  fea- 
ture three  rock  videos,  sandwiched  be- 
tween comedic  bits.  The  pitfall?  "MTV 
has  to  be  careful  not  to  become  too 
much  like  broadcast  television,"  says  a 
former  .MTV  executive.  "You  don't  see 
anybody  walking  around  with  an  XBC  T- 
shirt  on.  .MT\"'s  appeal  comes  from  being 
defined  as  'not  normal  television.'  " 

A  look  at  the  new  programs  should 
alleviate  any  such  worry.  The  young 
man  featured  in  Kevin  Seal:  Sporti)ig 
Fool  engages  in  such  stunts  as  jumping 
off  a  bridge  attached  to  a  bungee  cord 
and  flying  upside  down  in  a  fighter  jet. 
MT\'  found  Kevin  Seal  on  a  college  cam- 
pus talent  search.  He  clinched  the  job  by 
shaving  during  his  interview.  Earth  to 
MT\'\s  an  international  video  show  host- 
ed by  rocker  Jovanotti — most  likely  the 
earth's  only  Italian  rapper.  Pirate  tt's 
motley  crew  commandeers  the  airwaves 
for  an  hour  on  Friday  nights  with  such 
send-ups  as  "Rastapiece  Theatre,"  in 
which  the  classics  are  performed  in 
dreadlocks,  and  ESPN.  Extrasensory  Per- 
ception Network:  Get  tomorrow's  scores 
todayl  The  Beti  Stiller  Show  has  paro- 
died the  likes  of  Eddie  Munster. 
SLICK  AND  ZANY.  It  wasn't  long  ago  that 
the  rock  channel  had  lost  its  sizzle.  The 
MTV  Networks,  which  also  include  the 
adult  music  channel  VH-1  and  kid's 
channel  Nickelodeon,  changed  hands  in 
1986.  By  then,  the  novelty  of  rock  videos 
had  faded,  and  revenues  slid.  New  own- 
er Viacom  International  Inc.,  an  enter- 
tainment conglomerate,  put  MTV  market- 
er Thomas  E.  Freston  in  charge.  The 
channel  got  its  buzz  back  with  slick  ani- 
mated graphics  and  zany  promotions.  It 
has  given  away  such  prizes  as  24  hours 
with  the  Rolling  Stones  and  a  Caribbean 
island.  It  began  dabbling  in  full-length 
shows  in  1987. 

The  handiwork  spurred  growth.  Reve- 
nues jumped  22'"^,  to  S178  million,  last 
year,  figures  Kagan's  Gerbrandt,  and 
will  rise  a  like  amount  this  year.  Clever 
marketing  of  the  MTV  brand  played  a  big 
part.  Freston  forged  partnerships  with 
advertisers  to  promote  events.  Athletic 
shoemaker  Avia  Group  International 
Inc.,  for  instance,  recently  gave  away  a 
fitness  cruise  with  Seattle  Seahawks 
football  star  Brian  Bosworth  on  Spriyig 
Break.  MT\  s  annual  March  broadcast 
from  Florida.  "It's  the  audience  that  at- 
tracted us,"  says  A\-ia  marketer  Pat  Ki- 
pisz.  "And  MTV's  image  for  being  outra- 
geous, on  the  edge."  Now,  the  question 
is  w  hether  MT^■  can  mimic  traditional  TV 
and  presen-e  that  edge. 

By  Susan  Duffy  in  Xew  York 


BANKINGI 


DESPERATELY  SEEKING 
S&L  SCAPEGOATS— WITH  CASH 


La\v\^ers  are  being  socked  in  the  wallet  by  regulators  and  creditors 


Like  many  law- 
vers  in  the  mid- 
i960s.  John  A. 
Mmahat  could  see 
the  potential  profit 
in  mixing  law  with 
finance.  He  was  a 
founder  of  Gulf  Fed- 
eral Savings  &  Loan, 
and  his  law  firm  in 
Metairie,  La.,  han- 
dled the  thrift's  loan 
closings.  Mmahat 
served  as  Gulf's 
chairman  and  later 
was  chief  executive 
officer  when  the 
shaky  S&L  was  tee- 
tering toward  col- 
lapse because  of  an 
interest-rate  squeeze 
and  risky  commer- 
cial loans.  But  while 
the  thrift's  finances 
deteriorated,  Mma- 
hat's  firm  raked  in 
Si  million  a  year  in 
closing  fees. 

Today.  Gulf  Feder- 
al is  in  receivership, 
and  Mmahat  is  bank- 
rupt. He  faces  a  S35 
million  malpractice 
judgment  handed  down  in  December. 
1988.  by  a  federal  jury  that  found  he  had 
ad\"ised  the  thrift  to  approve  loans  ex- 
ceeding federal  lending  limits.  Mmahat 
"clearly  used  his  position  on  the  board  in 
furtherance  of  his  legal  business  to  an 
extent  beyond  any  legally  acceptable 
point."  wrote  Judge  Charles  E.  Schwartz 
Jr.  Mmahat  is  appealing  and  maintains 
that  his  actions  helped  the  thrift  stay 
afloat  and  were  disclosed  to  regulators. 
DEEP  POCKET.  Mmahat's  ties  to  Gulf 
were  a  bit  uncommon  for  a  lawyer.  But 
his  tale  is  not  unique.  Confronted  with 
an  S&L  industn"  in  chaos,  federal  regula- 
tors are  seeking  to  assess  blame  and  to 
recoup  the  cost  of  what  officials  now 
concede  could  be  a  S500  billion  bailout. 
Increasingly,  they  are  targeting  the 
thrifts'  lawyers,  claiming  the  attorneys 
helped  the  banks  make  shoddy  loans  and 
plot  expansion  into  high-risk  ventures. 


With  a  third  of  the  thrift  industry  on  the 
skids,  lawyers  are  facing  legal  assault.-; 
simply  as  the  remaining  deep  pocket. 

The  Federal  Deposit  Insurance  Corp. 
has  about  three  dozen  negligence  and 
fraud  suits  pending  against  lawyers, 
with  more  in  the  works.  Thrift  investors 
have  also  joined  the  litigation  bandwag- 
on (table).  "It  has  just  been  a  scandal, 
and  the  lawyers  have  been  too  close  to 
it,"  steams  Robert  O'Malley,  general 
counsel  to  the  Attorneys'  Liability-  As- 
surance Society,  which  budgeted  SlOO 
million  this  year  to  cover  claims,  twice 
what  it  set  aside  five  years  ago. 

The  suits,  aided  by  a  new  law  that 
increases  attorneys'  liability,  are  recast- 
ing the  relationships  between  lawyers 
and  banks.  "Things  that  were  once  ap- 
propriate now  are  not,"  savs  Atlanta 
banking  lawyer  Jeff  Smith.'  The  1989  j 
thrift  bailout  law  names  lawyers  as  po- 
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LEGAL  affair:  -j. 


tial  targets  of  civil 
orcement  actions  by 
iking  regulators  and 
'fens  penalties. 
5esides  the  Mmahat 
diet,  a  federal  court 
expected  on  Apr.  25 
ipprove  a  $50  million 
tlement  between  the 
C  and  Blank,  Rome, 
nisky  &  McCauley,  a 
ladelphia  law  firm. 
Tulators  allege  that 
firm  misled  inves- 
3  by  allowing  Sun- 
>  Savings  &  Loan  in 
st  Palm  Beach,  Fla., 
file  financial  statements  that  glossed 
•r  loan  problems  and  inflated  the 
ift's  stock.  Despite  the  settlement, 
firm  says  it  did  nothing  wrong. 
1ST  BLOOD.'  In  a  suit  involving  Charles 
iting  Jr.'s  failed  Lincoln  Savings  & 
in,  the  Los  Angeles  law  firm  of 
•ker,  Milliken,  Clark  &  O'Hara  agreed 
:  month  to  pay  $14.3  million  to  bond- 
ders  who  allege  that  the  firm  over- 
ted  Lincoln's  financial  health  to  state 
ulators.  Parker  Milliken  lawyers  say 
charges  against  the  firm  and  a  part- 
are  "totally  groundless."  But  bond- 
ders'  attorney  William  Lerach  (box) 
ms  the  settlement  "first  blood"  in  his 
ault  on  Lincoln's  lawyers.  Lerach  is 
3  suing  Lincoln's  general  counsel, 
w  York's  Kaye,  Scholer,  Fierman, 
ys  &  Handler,  and  other  attorneys, 
'he  suits  show  how  risky  it  is  for 
yers  who  get  too  close  to  clients. 
0  Blank  Rome  partners  served  as 


SUING  THE  THRIFT  LAWYERS 


LINCOLN  SAVINGS  &  LOAN  In  1989,  bondholders  sued  three  law  firms  repre- 
senting Charles  Keating's  California-based  thrift,  claiming  they  lied  to  regula- 
tors about  Lincoln's  health.  Parker,  Milliken,  Clark  &  O'Hara  settled  in  March 
for  $14.3  million.  Kaye,  vScholer,  Fierman,  Hays  &  Handler  and  Sidley  &  Aus- 
tin are  fighting 

GULF  FEDERAL  SAVINGS  &  LOAN  In  December,  1988.  a  jury  awarded  federal 
banking  regulators  $35  million  after  finding  Mmahat  &  Duffy  guilty  of  giving 
bad  advice  about  loans.  The  New  Orleans  law  firm  is  appealing 

SUNRISE  SAVINGS  &  LOAN  Regulators  and  shareholders  of  the  West  Palm 
Beach,  Fla.,  thrift  sued  Blank,  Rome,  Comisky  &  McCauley  for  misstating  the 
thrift's  finances.  The  firm  agreed  to  pay  $50  million 


Sunrise  directors,  and  Mmahat  was 
Gulf's  CEO.  Other  cases  attack  the  lobby- 
ing efforts  that  the  once  powerful 
thrifts  relied  on  so  heavily. 

Consider  Margery  Waxman,  partner 
in  the  Washington  office  of  Chicago's 
Sidley  &  Austin.  On  Mar.  15,  the  House 
Banking  Committee  released  a  1988 
memo  to  Keating,  in  which  Waxman 
boasted  that  she  had  persuaded  the  Fed- 
eral Home  Loan  Bank  Board  to  reject 
staff  proposals  for  curbs  on  Lincoln's 
operations.  In  their  suit,  bondholders 
contend  that  Waxman  misled  and  pres- 
sured regulators  to  keep  the  thrift  open, 
thus  allowing  Lincoln's  parent,  Ameri- 
can Continental  Corp.,  to  sell  $200  mil- 
lion in  now  worthless  junk  bonds.  Wax- 
man  declines  comment,  but  Sidley  & 
Austin  denies  any  impropriety. 

The  law  firm  taking  the  most  heat  in 
the  $2  billion  Lincoln  failure  is  Kaye 
Scholer.  Bondholders'  lawyer  Lerach  al- 


leges that  the  firm 
helped  orchestrate  a 
pattern  of  financial 
fraud.  That  included 
sham  real  estate  deals 
and  the  marketing  to  el- 
derly customers  of 
high-risk  bonds  as  if 
they  were  federally  in- 
sured investments.  He 
told  a  federal  judge  last 
year  that  evidence 
would  show  that  "Kaye 
Scholer  was  in  cahoots 
with  the  people  who 
were  perpetrating  the 
fraud." 

The  bondholders'  suit  also  alleges  that 
partners  and  associates  engaged  in  "file- 
stuffing,"  adding  documents  to  Lincoln's 
files  after  the  fact  to  make  it  appear 
that  the  thrift  had  properly  scrutinized 
the  transaction.  But  Kaye  Scholer  part- 
ner Stanley  D.  Robinson  disputes  Ler- 
ach's  depiction.  "The  allegations  are 
something  made  up  out  of  whole  cloth," 
Robinson  told  the  judge. 

So  far,  s&L  lawyers  have  suffered 
damage  to  their  wallets  and  their  al- 
ready smudged  reputations.  But  with 
more  than  500  failed  thrifts  under  FBI 
investigation,  lawyers  could  soon  find 
themselves  fighting  criminal  charges. 
Armed  with  an  additional  $50  million 
from  the  1989  bailout  law,  prosecutors 
are  actively  pursuing  S&L  fraud.  And 
lawyers  who  are  found  guilty  in  criminal 
courts  are  going  to  lose  something  far 
more  valuable  than  mere  money. 

By  Tim  Sjnart  in  Washington 


THE  'BOUNTY  HUNTER'  DOGGING  CHARLES  KEATING 


emember,  the  weak,  meek,  and 
ignorant  are  always  good  tar- 
gets. "  Lawyer  William  S.  Ler- 
:h  thinks  this  quote,  from  an  Ameri- 
in  Continental  Corp.  memo,  is  key 
'idence  in  his  pursuit  of  Charles  H. 
eating  Jr.  The  quote  appears  in  the 
•mpany's  marching  orders  to  bond 
ilesmen  in  the  fall  of  1987.  Lerach 
ans  to  use  the  memo  to  bolster  a  suit 
?  has  filed  against  Keating  on  behalf 
'  American  Continental  bondholders. 
Keating  denies  charges  that  he 
leated  the  vulnerable  and  the  elderly 
■  $200  million  by  tricking  them  into 
vesting  in  worthless  bonds  issued  by 
s  company.  Even  so,  Lerach  is  relent- 
ss.  He  just  won  a  $14.3  million  settle- 
ent  in  the  suit  from  one  of  Keating's 
w  firms.  And  if  this  smoking  gun 
emo  doesn't  work,  his  task  force  of 
wyers,  auditors,  and  private  gum- 
loes  is  still  digging  to  find  others.  For 
lOnths,  they've  been  probing  Keat- 


ing's businesses,  includ- 
ing American  Continen- 
tal's subsidiary,  the 
failed  Lincoln  Savings 
&  Loan  Assn. 

TRADEMARKS.  Brash 

self-confidence  and 
thorough  research  are 
Lerach  trademarks.  He 
and  his  firm,  New  York- 
based  Milberg  Weiss 
Bershad  Specthrie  & 
Lerach,  have  won  near- 
ly $1.3  billion  for  cli- 
ents, he  says.  The  44- 
year-old  son  of  a 
Pittsburgh  metals  salesman  is  proud- 
est of  the  $40  million  he  won  in  1980 
for  2,100  residents  bilked  by  a  retire- 
ment home.  Says  Lerach  of  ihis  efforts: 
"I  view  us  as  private  enforcers — some 
would  say  bounty  hunters." 

Some  might  even  say  publicity  hunt- 
ers. Early  this  year,  Lerach  brought  to 


WILLIAM  LERACH:  "I  VIEW  US 
AS  PRIVATE  ENFORCERS" 


Washington  a  wheel- 
chair-bound, 92-year-old 
blind  woman  who  had 
sunk  her  life's  savings 
into  American  Continen- 
tal bonds.  His  mission 
then  was  to  lobby 
against  a  Senate  bill  to 
soften  the  federal  rack- 
eteering law. 

But  it  will  take  more 
than  theatrics  for  Ler- 
ach to  win  a  hefty 
award  from  Keating. 
The  financier  claims 
he's  broke,  and  his  com- 
pany is  in  bankruptcy.  So  Lerach  is 
also  suing  Keating's  army  of  auditors 
and  lawyers.  Meanwhile,  as  the  Lincoln 
case  drags  on,  Lerach  is  already  scour- 
ing the  financial  pages  in  search  of 
more  troubled  companies — and  poten- 
tial new  clients. 

By  Kathleen  Kerwin  in  Los  Angeles 
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brmance  analog  instrument  cluster,  air 
ditioning  and  power  windows.  There's 
1  an  available  compact  disc  player  and  a 
i  speaker  JBL  sound  system. 
Ford  Thunderbird  SC.  Parking  is  such 
et  sorrow. 

it-built  American  cars. 

rhe  best-built  American  cars  are  built  by 


Ford.  This  is  based  on  an  average  of  consumer- 
reported  problems  in  a  series  of  surveys  of  all 
Ford  and  competitive  '81-'89  models  designed 
and  built  in  North  America.  At  Ford,  "Quality 
isjobl." 

Ford  Thunderbird  SC 


Have  you  driven  a  Ford... lately? 


ADVERTISING! 


CONSUMERS  ARE  GETTING 

MAD,  MAD,  MAD,  MAD  AT  MAD  AVE 


Wan^  and  resentful  of  too  manv  commercials,  their  rebellion  is  becoming  more  organized 


On  the  day  before  Easter  in  Har- 
lem. 150  supporters  and  school- 
children gathered  around  the 
Reverend  Calvin  0.  Butts  as  he  hoisted 
a  long-handled  roller  dripping  with  black 
paint.  Then,  to  cheers  from  the  crowd. 
Butts  methodically  painted  over  the  slo- 
gan "Jazzin"  with  the  Brothei-s"  on  a 
billboard  for  Chi-istian  Brothers  bi-andy. 
Soon,  the  pastor  of  New  York's  Abyssin- 
ian Baptist  Church  had  painted  over  nine 
more  liquor  and  tobacco  billboards. 

Butts  vows  to  lead  similar  forays  until 
he  rids  Harlem  of  all  such  ads.  He  says: 
"We  are  sa\ing  to  Corporate  America 
that  you  do  not  have  a  right  to  sell  prod- 
ucts that  destroy  human  life."  In  Chica- 
go. Detroit,  and  Dallas,  black  clergA'men 
and  activists  are  following  his  lead. 

Advertising  executives  condemn 
Butts's  crusade  with  harsh  words.  ""He 
may  call  it  ci\il  disobedience  in  the  spirit 


of  Martin  Luther  King,  but  I  call  it  book- 
burning  in  the  spirit  of  Adolf  Hitler." 
says  John  O'Toole.  president  of  the 
American  Association  of  Advertising 

Agencies  tXAXAK 

CLAMPDOWN.  ^Vhat  really  worries  the  in- 
dustry- is  that  a  consumer  revolt  against 
advertising  seems  to  be  taking  shape. 
Their  immediate  fear  is  that  Butts  and 
others  will  prompt  a  legislative  clamp- 
dowTi.  banning  all  tobacco  and  liquor  ad- 
vertising and  resnicting  other  types  of 
ads.  Woi-se.  they  are  afraid  that  consum- 
ers— fed  up  with  being  bombarded  by  up 
to  3.000  marketing  messages  a  day — are 
becoming  less  receptive  to  the  blandish- 
ments of  Madison  Avenue. 

Of  course,  distrust  of  advertising  is 
nothing  new.  In  the  1920s,  consumer 
gi-oups  protested  the  lack  of  regulation 
of  health  claims  in  advertising.  And  in 
the  1950s.  Vance  Packard's  The  Hidden 


Peisuaders  aroused  concern  about  m 
nipulation  of  consumers. 

But  ad  executives  say  the  hostility 
greater  now  than  ever  before.  "I  ha\ 
never  seen  such  a  \olume  and  intensil 
of  troubles  with  advertising,"  saj  J 
O'Toole,  a  retired  chaii-man  of  Footfc 
Cone  &  Belding  Communications  Inc. 

There  are  plenr\"  of  episodes  besidA^- 
the  Butts  crusade  to  worn,"  ad  mogul 
California  has  launched  a  S29  millic 
antismoking  ad  blitz  that  shows  calloi 
tobacco  marketers  laughing  off  tt 
deadly  threat  of  cigarettes.  The  intr  k: 
duction  of  commercials  in  mo\ie  theatei  t : 
has  provoked  hissing  from  audiena 
and  decisions  by  Walt  Disney  Co.  ai  e 
Wamer  Bros.  Inc.  to  prohibit  theatei 
from  showing  commercials  before  the 
films.  And  under  pressure  from  sta'  i: 
governments.    Mobil   Chemical  hf 
dropped  a  claim  that  its  Heftj"  garba^ 


 CONFRONTING  THE  HIDDEN  PERSUADERS 

A heightened  concern  for  personal  health  and  the  en\Tronment  has  combined  with  a  re- 
sentment of  advertising's  growing  intrusiveness  to  produce  the  new  skepticism  and 
resistance  to  Madison  Avenue's  tactics.  .\s  one  academic  puts  it,  "they're  throwing  into 
question  a  basic  assumption  of  our  culture:  that  public  space  belongs  to  advertisers." 


h.  £urrs  (LEFT)  PAiprrs  our  ads  for  -products  that  destroy  human  ufe' 


■  whittle  cable  TV  INSERTS  COMMERCIALS 


70  BUSINESS  WEE'iC  APRIL  30,  199C 


Sponsors 


s  are  biodegradable, 
[any  academics  who 
ly  advertising  say  the 
e  of  protest  reflects  re- 
tment  of  advertising's 
tving  intrusiveness  since 
L.  That's  when  deregula- 

dropped  limits  on  the 
iber  of  minutes  per  hour 
,  TV  networks  could  de- 
!  to  commercials. 
SH  CHANNELS.  Since 
1,  the  industry  has  found 
ity  of  new  media  for  its 
;sages.  Chris  Whittle, 
d  of  Whittle  Communications  in 
ixville,  Tenn.,  is  putting  ads  in  books 

on  cable  broadcasts  to  classrooms. 

other  entrepreneurs  are  squirreling 
mercials  onto  rented  videocassettes 

on  TV  monitors  in  supermarket 
;s.  Says  Stuart  Ewen,  professor  of 
,ia  studies  at  Hunter  College:  "Ad- 
ising  has  filled  in  all  the  cracks  of 
jle's  lives  to  the  extent  that  it  is  seen 
in  encroachment." 

ven  some  ad  executives  acknowledge 
overload.  Don  Peppers,  executive 
-president  of  Chiat/Day/Mojo,  says 
during  a  recent  speech  to  300  indus- 
leaders,  he  asked  for  a  show  of 
is  of  those  who  thought  there  was 
much  advertising.  Almost  everybody 
le  room  raised  a  hand, 
et  no  one  on  Madison  Avenue  is  seri- 
y  considering  reducing  the  number 
,ds.  True,  advertisers  such  as  Mobil 


ADVERTISING:  LAWMAKERS  TAKE  AIM 


Bills 


SEN.  EDWARD  M.  KENNEDY  (D-Mass. 


Allows  state  regulation  of  to- 
bacco advertising 


SEN.  BILL  BRADLEY  (D-N.J.) 
REP.  FORTNEY  STARK  (D-Calif.) 


Revokes  tax  deductibility  for 
spending  on  tobacco  ads 


SEN.  ALBERT  GORE  (D-Tenn.) 
REP.  JOSEPH  KENNEDY  II  (D-Mass. 


Requires  health  warnings  on 
all  alcohol  ads 


SEN.  ERNEST  F.  HOLLINGS  (D-S.C.) 
SEN.  DANIEL  K.  INOUYE  (D-Hawaii) 


Reduces  commercial  time  per 
hour  in  children's  programs 


DATA:  ASSOCIATION  OF  NATIONAL  ADVERTISERS 


have  retreated  from  specific  campaigns 
under  pressure.  RJR  Nabisco  Inc. 
dropped  the  Uptown  cigarette  it  had 
planned  to  market  to  blacks.  And  in  Har- 
lem, Metropolitan  Outdoor  Advertising 
has  removed  tobacco  and  liquor  ads  in 
the  vicinity  of  schools  and  churches. 

But  for  the  most  part,  the  industry 
and  its  clients  are  defending  themselves 
vigorously.  RJR  is  holding  the  line  on 
plans  to  introduce  Dakota  cigarettes,  a 
brand  for  blue-collar  women  that  con- 
sumer activists  are  protesting  bitterly. 
In  another  controversy,  Netv  York  Post 
columnist  Phil  Mushnick  accused  Nike 
Inc.  of  cynicism  in  marketing  costly  ath- 
letic shoes  to  inner-city  youths.  Nike  has 
not  modified  its  ads,  and  a  spokeswoman 
bristles  at  the  suggestion  that  Nike  ads 
are  exploitative.  In  fact,  she  points  out 
that  critics  once  faulted  Nike's  ads  for 
not  featuring  enough  blacks. 


While  individual  compa- 
nies defend  their  ads, 
O'Toole  is  leading  the  indus- 
try's efforts  to  fend  off  re- 
strictive legislation.  The 
AAAA  is  lobbying  against  at- 
tempts to  impose  a  tax  on 
advertising  in  such  states  as 
Rhode  Island  and  New 
York — a  move  that  Florida 
initiated  but  dropped  under 
industry  pressure  in  1987. 
Now,  ad  executives  say  bud- 
get deficits  are  prompting 
lawmakers  to  look  again  at 
this  tax — especially  since  advertising  is 
seen  as  an  opponent  with  few  champi- 
ons. "Their  greatest  motivation  is  the 
need  for  money,"  says  Alexander  Kroll, 
chairman  of  Young  &  Rubicam. 

In  the  tobacco  industry,  giant  Philip 
Morris  Cos.  and  its  ally,  the  Tobacco 
Institute,  claim  that  restriction  of  tobac- 
co advertising  would  pave  the  way  for 
curbs  on  other  ads — a  position  constitu- 
tional lawyer  Floyd  Abrams  has  support- 
ed in  testimony  before  the  Senate. 

Lawmakers  are  giving  the  ad  industry 
plenty  of  headaches.  Daniel  R.  Jaffe,  ex- 
ecutive vice-president  of  the  Association 
of  National  Advertisers,  picks  a  bill 
sponsored  by  Senator  Edward  M.  Kenne- 
dy (D-Mass.)  as  the  likeliest  to  pass,  be- 
cause Kennedy  dominates  the  Labor  & 
Human  Resources  Committee,  where 
the  bill  was  drafted.  It  would  allow 
states  to  set  their  own  rules  for  tobacco 
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advertising.  That  means  states  with  reg- 
ulation-minded governments  could  ban 
tobacco  ads  completely.  Kennedy's  bill 
could  also  set  a  precedent  for  restricting 
all  kinds  of  advertising. 

Another  bill  arousing  industry  ire  is 
sponsored  by  Senator  Albert  Gore  (D- 
Tenn.)  and  Representative  Joseph  Ken- 
nedy (D-Mass.).  It  would  require  alcohol- 
ic beverage  ads  to  carry  a  health 
warning  like  the  Surgeon  General's 
warning  on  tobacco  ads.  The  caveat 
would  be  required  on  TV  spots  as  well,  in 
the  form  of  a  20-word  voice-over.  Many 
ad  executives  say  such  a  requirement 
would  eliminate  beer  commercials. 

The  industry  will  try  mightily  to  de- 
feat these  bills.  But  activists  feel  that 
with  the  Bush  Administration  more  re- 
ceptive to  regulation,  the  momentum  is 
on  their  side.  Peggy  Charren,  president 
of  Action  for  Children's  Television,  says 
this  is  the  best  chance  she  has  had  in  10 
years  to  get  a  law  passed  reducing  the 
commercial  time  allowed  on  children's 
programming.  Madison  Avenue  fears 
more  and  more  that  the  optimism  of 
Charren  and  other  activists  will  turn  out 
to  be  justified. 

By  Mark  Landlcr  ui  New  York,  ivith  Wulv- 
cia  Konrad  in  Atlanta  and  biirvaii  reports 


WILL  THE  BACKLASH  HIT  BLACK  AGENCIES? 


Caroline  R.  Jones  is 
blunt  in  her  criticism 
of  the  Reverend  Cal- 
vin 0.  Butts.  "Butts's  ac- 
tion says  to  all  those  who 
don't  target  us,  'Don't 
bother,'  "  says  Jones,  pres- 
ident of  Caroline  Jones  Ad- 
vertising and  one  of  the 
best-known  black  ad  execu- 
tives. She  fears  Butts's 
protest  will  discourage  ad- 
vertisers from  marketing 
any  products  to  blacks. 

In  a  recent  meeting  with  Butts, 
Jones  argued  that  instead  of  painting 
over  billboards,  he  should  persuade 
companies  to  step  up  efforts  to  market 
to  blacks.  Butts,  however,  is  deter- 
mined to  continue  his  protest. 
SHAKY  SHARE.  The  dispute  between 
Jones  and  Butts  underscores  the  dilem- 
ma of  black  agencies:  While  they  sym- 
pathize with  the  grass-roots  politics  of 
Butts  and  others,  they're  just  as  con- 
cerned about  increasing  their  share  of 


JONES:  TARGET  BLACKS 
MORE,  NOT  LESS 


billings  in  black-oriented 
advertising.  Today,  the  na- 
tion's 22  black-owned  agen- 
cies claim  only  $235  million 
in  billings.  "We're  far  from 
being  prosperous,"  says 
Thomas  J.  Burrell,  chair- 
man of  the  largest  black 
agency,  Chicago-based 
Burrell  Advertising  Inc. 

Jones  and  others  say  ad- 
vertisers could  improve 
business  and  avoid  blun 
ders  by  using  the  expertise 
of  black  agencies  more.  "If  Reynolds 
had  a  black  agency,  they  wouldn't  have 
done  Uptown.  No  black  ad  agency 
worth  its  salt  would  have  done  some- 
thing that  dumb,"  says  Ken  Gilbert  of 
New  York-based  UniWorld  Group  Inc 
Butts  notwithstanding,  most  black 
agencies  would  be  glad  to  land  a  tobac 
CO  account.  Says  Jones:  "You  can't  be 
in  business  and  in  social  work  at  the 


same  tmie. 


By  Teresa  Y.  Wiltz  in  Chicago 


Three  Days  That  Will  Forever  Change 
'  The  Way  You  Anack  Prohlems. 

Al  the  Skip  Barber  Racing  School,  you  strap  yourself  behind  the  wheel 
of  a  Formula  ford  lor  three  days  of  intensive  training  in  the  art  and  science 
ol  race  car  driving. 

Alone  in  the  cockpit,  you'll  discover  a  new  level  of  concentration. 
At  speed  you'll  learn  to  instantaneously  analyze,  and  then  attack  new 
problems making  precise  adjustments  in  spfit  seconds. 

By  the  time  you  fake  your  final  checkered  ffag.  you  find  yourself 
challenging  limits  you  had  never  even  thought  possible. 

Over  the  years,  the  Skip  Barber  Racing  Program  has  trained 
thousands  of  successful  graduates  from  Indy  500  Drivers  to  executives 
of  fortune  500  Companies. 

for  a  free  brochure  call  (203)  824-0771 .  West  of  the  Rockies  caff 
1  (800)  722-7223 

Speciaf  corporate  and  group  programs  atso  available. 


SkipBarber 

RacingScho€}l 


The  Skip  Barber  Racing  School/Route  7 /Canaan.  CT  06018 
Skip  Barber  Racing  School  West/Box  629/Carmel  Valley.  CA  93924 
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Trom  high  tech  to  snack  foods  to  autos, 
a  wave  of  U.S.  investment  is  sweeping 
across  the  Atlantic'^ 

Business  Week 
March  26, 1990 


For  companies  eager  to  join  the  stampede  in  search  of 
global  opportunity.  Business  Week  presents  a  Special 
Advertising  Section,  "Managing  Global  Expansion". 

If  your  firm  plans  to: 

•  sell  products  or  services  internationally 
•establish  a  joint  venture  or  subsidiary  company 

•  acquire  internationally 

You  should  be  there! 

Business  Week's  INNOVATION  Issue 
North  America  Edition 

Issue  Date:  June  15, 1990 
Ad  Close  Date:  April  23,  1990 


For  more  information  call: 
Peter  J.  Callahan 
Market  Manager, 
Financial  Services 
(212)  512-3579 
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THERE  IS  NO  SECOND  PLACE. 


"'We  charge  our  clients 

by  the  hour.  The  AS/tOO  helps , 
make  every  minute  count? 


WherffiM  AS/400 
Midrange  Solution. 


Today,  a  la^\Ter  can  spend  more  1^ 
time  managing  a  caseload  than  work 
ing  it.  Time  spent  plowing  through 
paper\\ork  and  running  down 
research.  Coordinating  calendars 
and  cleaning  up  bills. 

No  wonder  overhead  costs 
are  eatins;  into  more  and  more  o 
vour  profit 
For  this  knotty  legal  problem, 
we  offer  a  simple  technologica  ae 
\  solution. 
^'  The  IBM 

Application  wi 
System/400 


Iw 

icl 


drange  computer.  And  an  AS/400 
Dlication  called  the  IBM  Informa- 
n  System  for  Attorneys  Series  2000. 

What  this  system  does  is  instantly 
t  just  about  any  kind  of  information 
J  need,  right  on  your  desk.  It  could 
the  status  of  a  clients  bill  or  a 
ents  disbursements.  An  update  on 
art  dates  or  time  charges  from  four 
ler  attorneys.  Research  documents 
conflict-of-interest  records.  Or  all 
the  above. 

So  instead  of 


>ormg  over  state- 
'nts,  youVe  zipping 
^m  out.  Instead  of 
eking  down  prece- 
nts,  you're  analyzing  them.  Instead 
pushing  paperwork,  you're 
icticing  law. 

This  instant  access  to  both  front 
d  back  office  information  makes 
ir  financial  and  support  people 
)re  effective,  too. 

The  IBM  AS/400  can  even  inte- 
ite  your  word  processing  and 
eadsheet  applications  and  auto- 
matically track  things  like 
phone,  copier  and  post- 
age costs  to  make  your 
whole  firm  into  a  more 
responsive — and  more 
profitable — te  a  m . 

But  the  IBM  Infor- 
mation System  for  Attor- 
neys Series  2000  isn't  the 


Organize  all  your  front 
and  back  off  ice 
information  into  one 
responsive  system. 


only  software  the  AS/400  offers  law 
firms.  There  are  many  additional 
applications  available  from  IBM  Busi- 
ness Partners  for  private  practices  of 
almost  any  size. 

With  all  of  them,  you  get  what 
the  AS/400  delivers  like  no  other 
midrange  computer.  Big  system  power 
with  PC  ease  of  use.  The  ability  to 
grow  without  changing  software  or 
retraining  your  people.  And  straight- 
forward connections 
to  your  PCs  or  larger 
IBM  systems. 

You  also  get  a 
computer  that's  easy  to 
afford  (AS/400  systems 

start  at  around  $25,000),  easy  to  install 
(you  don't  need  a  com- 
puter room)  and  easy  to 
maintain  (with  IBM  Elec- 
tronic Customer  Support, 
the  AS/400  can  often  diag- 
nose itself  and  even  tell 
your  Service  Representa- 
tive what  parts  to  bring). 

All  of  which  should 
explain  why  in  a  major 
survey  of  midrange 
computer  owners*  IBM 
AS/400  system  users 
showed  the  highest  level 
of  satisfaction. 

To  learn  more,  call 
1-800-365-4  IBM. 


Case  closed. 


Th,'  AS/mi  Mo,M  (.10  is  just  over  2  fret  lull. 


'i>  1990  IBM  Corporation  IBM  and  400  are  registered  trademarks,  and  Application  System/400  and  AS/400  are  trademarks  of  IBM  Corp      'Source  SiertaSOOO  DataBase 
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The  Intelligent  Choice 
For  Safety  And  Security. 

The  Guardian. 

Today,  you  can't  be  too  safe. 
Or  too  secure. 

For  over  one  hundred  and  thirty  years, 
clients  of  The  Guardian  have  felt  both  safe 
and  secure.  Because  we  avoid  unnecessary 
risks  and  take  a  sure-footed  approach  to 
the  management  of  our  finances. 

The  Guardian  is  one  of  only  a  handful 
of  life  companies  that  have  earned 
Moody's  highest  rating  of  Aaa.  We  were 
evaluated  on  our  "claims-paying  ability" 
— our  financial  strength  to  pay  future  life 
insurance  benefits  to  protect  your  family. 

The  Envy  of  the  Life  Industry 

The  Guardian's  capitalization  ratio  of 
13.1  %  ,*  the  prime  measure  of  financial 
strength  and  solvency,  is  twice  the 
industry  average. 

That  means  we  have  the  financial  muscle 
to  develop  better  policy  benefits  and  provide 
our  agents  with  the  necessary  support 
that  results  in  superior  service. 

iVlake  The  Intelligent  Choice 

Find  out  more  about  The  Guardian's  Life 
insurance.  Or  Group  Insurance,  Income 
Protection,  Equity  Products  or  Asset 
Management. 

Call  1-800-662-1006. 

We'll  provide  you  with  all  the  facts  for 
your  safety  and  security. 


^  The  Guardian' 


Tiie  lntelli<>;eiit  (  ^Ikhcp" 

Since  1860 


'1' 1990  The  Guardian  Life  Insurance  Company  of  America 
'Surplus  and  MSVR  divided  by  assets  in  1989 


evelopments  to  Watc 


ED  BY  ROBERT  BUDERI 


IE  BUNDLE  OF  NERVES 

lAT  TURNS  PAIN  INTO  AGONY 


Suggest  to  someone  in 
pain  that  it's  "all  in  your 
mind,"  and  prepare  to  duck. 
Yet  you  could  be  right.  New 
research  suggests  that  a  net- 
work of  nerves  in  the  brain 
may  determine  why  two  peo- 
ple respond  in  dramatically 
different  ways  to  what  ap- 
pears to  be  equivalent  pain. 

Researchers  at  the  Univer- 
sity of  California  at  San  Fran- 
cisco have  discovered  what 
they  call  a  pain-enhancing 
system.  Just  as  somewhat 
;terious  brain  chemicals  called  endorphins  appear  to  kill 
1,  this  network  of  nerves  seems  to  enhance  it.  UCSF  neurolo- 
Howard  L.  Fi(>lds  says  the  pathway  is  particularly  notice- 
'  in  patients  who  have  taken  opiates  such  as  morphine, 
ds  and  his  colleagues  believe  these  drugs  may  beef  up  the 
i-enhancing  network,  forcing  addicts  to  take  more  of  the 
g  to  keep  the  pain  down.  The  researchers'  next  goal:  to 
erstand  the  chemical  neurotransmitters  that  carry  pain 
iSages  along  the  pathway.  That  could  lead  to  a  new  genera- 
of  drugs  to  block  the  chemicals'  activity. 


B  SCIENTISTS  ARE  ASKING: 
HAT  ABOUT  OUR  RIGHTS? 


the  past  few  years,  animal-rights  activists  have  kidnapped 
ih  animals,  sabotaged  important  experiments,  and  terror- 
researchers.  Science's  traditional  response  has  been  to 
)re  the  protests  for  fear  of  inciting  further  attacks.  But  it 
n't  worked.  And  Frederick  K.  Goodwin,  administrator  of 
Alcohol,  Drug  Abuse  &  Mental  Health  Administration,  has 
ded  to  fight  back. 

oodwin  has  set  up  a  new  office  for  animal  research  at  his 
ncy  and  at  the  National  Institutes  of  Health — and  helped 
ft  a  Public  Health  Service  plan  to  combat  animal-rights 
aps.  The  initial  step  will  be  to  pay  scientists  to  preach  the 
ortance  of  animal  research  to  elementary  and  high  school 
lents  across  the  country.  Next  will  come  educational  ef- 
,s  targeted  at  everyone  from  teachers  to  members  of  Con- 
3S.  Goodwin  argues  that  many  activists  want  to  elevate 
nals  to  the  same  status  as  humans  and  don't  recognize  the 
cal  imperative  to  test  medical  techniques  on  living  crea- 
ks before  they  are  used  on  people.  Says  Goodwin:  "We  need 
nter  this  debate  on  a  moral  level,  and  prove  that  the  animal 
its  groups  are  on  shaky  ground." 


ITTING  BRAIN  POWER 
ITO  PROCESSORS 


is  a  great  frustration  of  the  Computer  Age  that  the  human 
rain  can't  build  a  machine  that  works  like  the  human  brain, 
v,  California  Institute  of  Technology  researchers  have  tak- 
a  step  toward  the  goal  by  borrowing  technology  from 
le-video  camcorders  to  develop  the  CCD-NP/256 — a  neural- 
ivork  computer  chip  with  256  processors,  or  "neurons,"  and 
i36  interconnections,  or  "synapses." 


In  traditional  processors,  electrons  travel  along  miniaturized 
metal  wires  engraved  in  silicon.  But  CalTech  researchers  skirt- 
ed the  immense  problem  of  engraving  thousands  of  intercon- 
nectible  wires  onto  one  chip  by  injecting  packets  of  electrons 
directly  into  the  silicon.  The  diligent  particles  are  guided  by 
charge-coupled  devices — commonly  used  in  camcorders  as  im- 
age-sensing devices — incorporated  into  the  chip.  These  devices 
send  the  packets  from  one  "neuron"  to  another,  enabling  each 
of  the  chip's  256  processors  to  exchange  data  with  every  other 
processor  in  a  continually  updated  circuit.  Initially,  program- 
mers will  use  the  chip  to  develop  neural  network  software. 
But  researchers  suspect  it  also  will  be  useful  in  speech  recog- 
nition, which  requires  high-speed  processing. 


GIVING  MICE  THIS  BAD  GENE 
COULD  YIELD  SOME  GOOD  NEWS 


Researchers  at  the  Whitehead  Institute  for  Biomedical  Re- 
search in  Cambridge,  Mass.,  have  developed  a  strain  of 
genetically  altered  mice  that  may  play  an  important  role  in 
understanding  why  the  body  sometimes  rejects  transplanted 
organs.  The  work,  done  in  conjunction  with  scientists  at  Mas- 
sachusetts Institute  of  Technology's  Center  for  Cancer  Re- 
search and  described  in  the  British  journal  Nature,  involved 
replacing  a  normal  gene  with  a  faulty  one  that  halts  the 
production  of  betaa-microglobulin.  This  protein  plays  a  crucial 
role  in  alerting  the  immune  system  to  foreign  substances  in 
the  body — including  tissue  transplants. 

In  a  separate  study,  researchers  at  the  University  of  North 
Carolina  at  Chapel  Hill  also  employed  the  gene-swapping  tech- 
nique, called  homologous  recombination,  to  replace  the  normal 
gene.  Both  groups  say  these  studies  marked  the  first  times 
the  technique  has  been  used  with  this  particular  gene  and 
could  lead  to  methods  for  rendering  transplants  invisible  to  the 
immune  system. 


THIS  BAND  ON  THE  HAND 
COULD  BE  A  LIFESAVER 


Awristwatch-sized  monitor 
developed  to  help  the 
U.  S.  Army  track  combat 
troops  may  save  civilian  lives, 
too.  The  project  began  in 
1982,  when  Purdue  University 
researchers  tackled  a  ticklish 
military  dilemma  that  might 
arise  in  the  event  of  chemical 
war:  Since  protective  clothing 
and  masks  can't  easily  be  re- 
moved, how  can  medics  tell  if 
fallen  soldiers  are  dead  or 
only  wounded?  The  research 
team  devised  a  wristband 
that  reads  the  wearer's  pulse,  then  transmits  the  results  by  FM 
radio  waves  to  a  digital  display  carried  by  a  medic. 

The  version  the  Army  wants  has  a  range  of  just  20  feet — to 
keep  enemies  from  eavesdropping.  But  the  Purdue  group's 
prototype  has  a  one-mile  range,  and  biomedical  engineering 
Professor  Willis  Tacker  wants  to  turn  it  into  a  commercial 
product.  With  some  tweaking,  the  monitor  should  detect  move- 
ment and  relay  the  wearer's  location.  Tacker  has  already 
talked  to  companies  about  using  the  device  with  heart  patients 
and  to  measure  the  body  temperatures  of  firefighters.  Unlike 
other  monitors  that  require  wearers  to  sound  an  alarm,  says 
Tacker,  "ours  requires  nothing  of  the  patient." 
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We've  been  Hying  nonstop  to  Scandinavia  from  four 
American  cities  for  quite  some  time. 

Thanks  to  Continental,  you  can  now  add  another 
50  cities  to  the  Hst.  Our  partner  takes  you  to  Newark, 
and  we'll  fly  you  the  rest  of  the  way. 

But  will  it  be  good  enough  in  the  90s? 


We  don't  think  so,  which  is  why  we  ve  decided 
give  you  all  of  Europe  as  well. 

From  Copenhagen  you  can  now  continue  with ) 
40  destinations  in  Europe.  And  through  our  partr 
ship  with  Swissair  and  Finnair,  you've  got  another 
within  reach. 


SAS.  CHICAGO  150  N.MICHIGAN  AVE.  SUITE  2110.  LOS  ANGELES:  222  N.  SUPULVEDA  BLVD.  SUITE  1900.  EL  SEGUNDO,  NEW  YORK:  1270  AVE.  OF  TH 
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Because  Man  Should  Not  Live  By 
Exp^^ssMailAlme. 


It's  time  your  business  joined  the  fax  revolu- 
tion. Some  reasons:  faxing  can  be  faster,  more 
efficient  and  less  costly  than  overnight  mail. 

But  the  best  reason  may  be  this:  Samsung 
has  designed  fax  machines  expressly  for  small 
businesses. 

The  new  Samsung  fax  machines  have  features 
you  need  to  save  time,  money  and  trouble. 


Compatibility  with  virtually  all  other  fax 
machines.  Transmission  in  as  little  as  fifteen 
seconds.  Automatic  dialing,  automatic  paper 
feeding  and  one  button  operation. 

And  because  Samsung's  quality  testing  is 
so  exliaustive,  your  Samsung  fax  machine  will 
be  right  there,  doing  its  job— time  after  time 
after  time. 


sB  SAMSUNG 
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FRANCE  IS  QUIETLY 
FORGING  A  STEEL  EMPIRE 


Now,  state-owned  Usinor  is  making  a  major  thrust  into  the  U.S. 


The  French  may  be  noted  for  fi- 
nesse, but  these  days  brute  size  is 
in  vogue  in  France's  executive 
suites.  Prodded  by  a  government  wary 
of  foreign  competitors,  companies  in 
electronics,  chemicals,  food,  and  metals 
have  gone  on  an  international  acquisition 
binge.  One  surprising  result:  A  little- 
known  French  company,  Usinor  Saciior, 
could  unseat  Japan's  Nippon  Steel  Corp. 
as  the  world's  largest  steel  producer. 

Whether  that's  a  title  anyone  should 
covet  is  debatable.  The  world  has 
changed  since  steel  was  king.  Many  pro- 
ducers have  slimmed  down  to  concen- 
trate on  making  fewer  but  more  profit- 
able steel  products.  Yet  maverick  Usinor 
makes  steel  of  every  imaginable  kind 
and  shape.  And  it's  buying  up  steel  com- 
panies as  if  the  Industrial  Revolution 
were  just  beginning. 

After  expanding  across  Europe,  the 
French  steelmaker  is  turning  to  the 


U.  S.,  where  Chairman  Francis  Mer  be- 
lieves Usinor's  respected  technology  can 
improve  lagging  producers.  In  March, 
Usinor  became  the  first  foreign  business 
to  buy  a  major  U.  S.  steel  company,  lock, 
stock,  and  blast  furnace.  Including  as- 
sumption of  debt,  it's  paying  $570  million 
for  J&L  Specialty  Products  Corp.,  the 
No.  2  U.  S.  stainless  producer.  It  also 
agreed  to  buy  half  of  a  big  wiremaker, 
Georgetown  Steel  Corp.  In  January, 
Usinor  bought  Techalloy  Co.,  a  stainless- 
steel  product  maker.  And  last  fall,  it  set 
up  a  joint  venture  with  Bethlehem  Steel 
Corp.  and  bought  a  Chicago  service  cen- 
ter that  distributes  steel  products. 
'SPREAD  TOO  THIN.'  Usinor's  omnivorous 
strategy  may  be  a  dubious  approach  in 
an  increasingly  competitive  world  steel 
market.  While  many  rivals  are  focusing 
on  higher-margin  products,  Usinor's 
drive  for  size  has  kept  it  in  many  com- 
modity steel  lines  that  are  scarcely  prof- 


CEO  MER:  RUNNING  A 
ONE-MAN  SHOW 


itable.  "They're  spread  too  thin,"  warnlli 
Christopher  Plummer,  steel  specialis  » 
with  research  firm  wefa  Group.  "Tha 
strategy  can't  last."  Mer  disagrees,  say  r 
ing  that  Usinor's  global  scope  and  effi  ill; 
ciency  will  make  it  the  most  profitabli  ire 
producer  in  good  times  and  the  leas  fc 
vulnerable  in  bad. 

Usinor's  American  thrust  may  fore 
shadow  transatlantic  moves  by  other  Eu 
ropean  steel  companies.  Like  Usinor  k 
most  have  restructured  and  are  earninj  tri 
good  money.  And  they  may  need  a  U.  S 
production  arm  to  get  into  this  market 


HOW  LTV  SHOOK 
THE  STEELYARD  BLUES 


A foreign  steelmaker  wants  to 
buy  bankrupt  LTV  Steel  Co.?  A 
few  years  ago,  rival  U.  S.  produc- 
ers would  have  laughed  at  the  idea.  Not 
any  more:  On  Mar.  26,  the  French  steel- 
maker Usinor  Saciior  said  it  wants  to 
begin  talks  on  buying  a  stake  in  LTV 
Steel,  the  No.  3  U.  S.  steelmaker. 

Usinor's  interest  in  LTV  illustrates  the 
company's  dramatic  revival.  Product  of  a 
1984  merger  of  two  ailing  U.  S.  steel- 
makers, LTV  was  once  the  industry's 
most  inefficient  big  manufacturer.  When 
it  filed  for  Chapter  11  protection  in  July, 
1986,  it  was  bloated  with  excess  steel- 
making  capacity.  It  sold  a  wide  range  of 
steel,  including  many  low-margin  com- 
modity products.  It  couldn't  afford  to 
modernize  all  of  its  mills.  Nor  could  LTV 
afford  the  staggering  cost  of  closing  the 
inefficient  ones — including  both  write- 
down charges  and  termination  benefits 
of  as  much  as  $100,000  per  employee. 


A  SLIMMER,  TRIMMER  LTV  IS  LURING  BUYERS 


Bankruptcy  changed  all  that  (it 
Corp.,  the  steel  unit's  parent,  cL  ib 
house  and  forged  LTV  Steel  into  o 
the  most  profitable  major  U.  S.  pi 
ers,  with  profits  of  $40  per  ton  sh  ^ 
last  year,  1S%  higher  than  the  aver?  j 
$34  per  ton  posted  by  its  big  rivals, 
has  become  a  formidable  compel 
says  the  chief  executive  of  a  large 
steel  company. 

Freed  from  restrictive  bank  covei|tiN 
LTV  Steel  has  taken  more  than  $4 
in  write-offs  since  1986.  A  combinat 
plant  closings  and  sales  has  enable 
unit  to  slash  its  size  in  half,  to  9.8  n 
tons  of  annual  capacity,  and  to  c  ^T, 
work  force  by  32%,  to  17,800.  1 
Chapter  11,  LTV  Steel  has  also  susp 
debt  and  interest  payments  to  crec 
renegotiated  raw  materials  cont 
and — at  least  for  now — unloaded  iffcrj 
derfunded  pensions  onto  the  U.  S, 
ernment.  Total  estimated  annual  sa 
to  LTV  Steel:  at  least  $425  million 
agement  has  done  an  excellent  job,' 
Peter  F.  Marcus,  an  analyst  at  1 
Webber  Inc.  Today,  LTV  Steel  "has  bj; 
costs  and  a  great  product  mix,"  he 

LTV  is  using  its  enriched  cash  fl  [J. 
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THE  STEEL  GIANTS 

Output  of  crude  steel  in  millions  of  U.S.  tons 
1989  1984 


31.3  32.4 


M  STEEL 


I SACILOR 

IG  IRON  &  STEEL 

:OREA 


25.4 
17.1 


18.8" 
10.1 


H  STEEL 


15.6  14.0 


14.2  15.8 


13.6  13.8" 


r  companies 

TA:  INTERNATIONAL  IRON  8,  STEEL  INSTITUTE 


hough  the  U.S.  has  promised  to  end 
ade-old  "voluntary"  restraints  on  Eu- 
ean  imports  in  1992,  European  steel 
cutives  have  their  doubts.  "Nobody 
lly  has  confidence  in  free  trade  any- 
'e,"  says  one.  Privatized  and  healthy 
tish  Steel  Corp.,  for  example,  is 
)king  around,  interested  in  talking" 
:he  U.  S.,  says  a  company  official. 
Isinor  itself  already  wants  more.  It  is 
:ing  v/ith  Wheeling-Pittsburgh  Steel 
■p.  about  a  partial  or  full  buyout,  says 
company  insider.  And  it  has  asked 
Corp.  for  a  confidentiality  agree- 


ment as  a  prelude  to  talks  about  buying 
all  or  part  of  its  LTV  Steel  unit  (box), 
i/rv's  tonnage  would  push  Usinor  ahead 
of  Nippon  Steel. 

As  a  French  company,  Usinor  may  be 
able  to  accomplish  in  the  U.  S.  what  the 
backlash-conscious  Japanese  probably 
can't — buy  100'/<  of  a  U.  S.  steel  produc- 
er. So  far,  cautious  Japanese  companies 
have  merely  bought  pieces  of  American 
steelmakers  or  set  up  joint  ventures. 
Politics  aside,  Japanese  steel  executives 
have  learned  that  feeding  money  and 
technology  into  U.  S.  ventures  doesn't 
always  guarantee  success.  Japan's  No.  2 
steelmaker,  nkk  Corp.,  for  example,  had 
big  hopes  for  National  Steel  Corp.  when 
it  bought  a  50%  stake  in  the  company  in 
1984.  But  National,  once  the  most  profit- 
able of  major  U.  S.  steelmakers,  is  now 
(lead  last. 

PAMPERED.  American  steel  companies 
aren't  exactly  welcoming  the  French. 
Usinor  is  a  pampered  ward  of  the  state, 
which  in  1978  took  over  France's  two  big 
steel  companies — Usinor  and  Sacilor — to 
stave  off  their  collapse.  They  merged  in 
1988,  forming  a  monolith  that  makes 
977'  of  France's  steel.  French  taxpayers 
have  doled  out  a  staggering  $16  billion 
in  subsidies  to  Usinor.  Although  aid  end- 
ed in  1985,  competitors  say  Usinor's 
growing  empire  is  rooted  in  unfair  ad- 
vantage. "The  French  government  is 
driving  this,"  complains  the  chairman  of 
a  big  American  steelmaker. 

Usinor  put  its  state  handouts  to  good 
use.  It  shut  inefficient  facilities  and  cut 
its  work  force  by  100,000  employees — 


)ital  spending,  which  is  now  fo- 
n  its  two  biggest  plants,  one  in 
id  and  the  other  in  East  Chicago, 
fore  bankruptcy,  LTV  was  under- 
>•  its  rivals,  but  its  annual  capital 
3;  has  tripled,  to  $350  million,  since 
)w,  LTV  is  spending  $52  a  year  per 
•ped,  18%  more  than  its  competi- 
ys  Christopher  Plummer,  a  steel 
at  WEFA  Group. 

riNG.'  Today's  LTV  Steel  primarily 
high-quality  sheet  steel  to  U.  S. 
appliance  makers — the  industry's 
;rative  market.  Customers  such  as 
Motor  Manufacturing  Corp.  in 
,  Tenn.,  notice  a  sharp  rise  in  qual- 
Steel  "has  the  lowest  reject  rate 
3f  our  U.  S.  steel  suppliers,"  says 
E.  Drake,  the  plant's  vice-presi- 
r  purchasing.  That  improved  re- 
long  with  LTV's  16%'  share  of  the 
set  steel  market — is  clearly  what's 
ig  Usinor  Sacilor.  And  an  offer 
e  French  giant  would  have  LTV's 
s  "salivating,"  says  one. 
f  cloud  still  hangs  over  LTV  and 
nor  deal,  however.  Claiming  finan- 
ress,  LTV  halted  its  pension  fund- 
987,  forcing  the  U.  S.  agency  that 


insures  pensions  to  take  them  over.  But 
the  agency  claims  subsequent  LTV  moves 
were  an  "abuse"  of  the  pension  system 
and  is  fighting  to  return  the  pensions  to 
the  company.  The  U.  S.  Supreme  Court 
will  decide  this  summer  who  gets  stuck 
with  them.  If  it's  LTV,  the  company's 
emergence  from  reorganization  will  be  de- 
layed. Worse,  operating  costs  could  soar 
by  some  $225  million  annually,  or  by  $20 
to  $25  per  ton. 

The  uncertainty  may  be  scaring  away 
one  potential  suitor,  Japan's  Sumitomo 
Metal  Industries  Ltd.,  which  already  has 
two  small  joint  ventures  with  LTV  Steel. 
While  Sumitomo  denies  it  and  LTV 
wouldn't  comment  for  this  story,  four  in- 
dustry sources,  including  a  former  LTV 
Steel  executive,  say  that  LTV  management 
has  unsuccessfully  lobbied  Sumitomo  in 
the  past  18  months  to  purchase  a  stake  in 
the  unit. 

That  may  give  Usinor  an  ideal  opening 
to  pick  up  a  piece  of  the  U.  S.  company  or 
one  of  its  big  mills.  With  French  flair — 
and  cash — LTV  Steel  could  become  an 
even  more  formidable  force  on  the  Ameri- 
can steel  scene. 

By  Gregory  L.  Miles  in  Pittsburgh 


CAN  FRENCH  KNOWHOW 
BOOST  U.S.  PROFITS? 


637  of  the  1980  total.  It  invested  heavily 
in  equipment  and  research.  Now,  "it's  a 
very  strong,  first-class  company,"  says 
Peter  F.  Marcus,  a  steel  analyst  with 
PaineWebber  Inc.  Its  pretax  costs  per 
metric  ton,  formerly  among  the  highest, 
are  now  among  the  lowest,  at  $453  last 
year  compared  with  an  average  of  $503 
for  U.  S.  producers.  Profits  started  flow- 
ing in  1988  after  14  years  of  losses.  Last 
year,  net  jumped  63%',  to  an  estimated 
$1.3  billion,  on  sales  of  $16.2  billion. 
Usinor  could  be  privatized  again  in  a  few 
years  if  the  turnaround  continues. 

Mer,  a  50-year-old  mining  engineer 
who  formerly  ran  an  iron-pipe  unit  of 
glassmaker  Saint-Gobain,  is  responsible 
for  much  of  that 
turnaround.  A 
blustery  execu- 
tive who  has  been 
running  Usinor 
and  its  predeces- 
sors since  1986, 
Mer  has  made  the 
steelmaker  such 
a  one-man  show 
that  government 
officials  are  wor- 
ried about  its  fu- 
ture if  he  should 
leave.  There  ap- 
pears to  be  little 
chance  of  that:  Mer  is  too  eager  to 
spread  Usinor  across  the  world  steel 
map.  He  has  made  more  than  a  dozen 
acquisitions  in  Europe  and  the  U.  S.  in 
the  past  two  years,  including  last  year's 
purchase  of  707  of  West  Germany's 
Saarstahl  Voelklingen — making  Usinor 
the  No.  2  steel  producer  in  Germany. 

Now,  Mer  has  to  make  his  acquisitions 
pay  off.  Some  industry  insiders  think 
he'll  have  his  hands  full  at  J&L,  which 
they  say  was  neglected  by  the  Citicorp- 
led  investor  group  from  which  he  is  buy- 
ing it  (BW — Apr.  2).  "Usinor  will  have  to 
put  in  a  ton  of  money,"  says  a  former 
LTV  executive.  Mer  argues  that  Usinor's 
knowhow  will  boost  quality  without  big 
bucks.  J&L  and  Usinor  will  form  the 
world's  largest  stainless  producer. 

LTV  would  be  the  big  prize.  It  would 
put  Usinor  in  the  American  mainstream, 
making  sheet  steel  for  cars  and  appli- 
ances. But  Mer  won't  make  an  offer  un- 
til the  U.  S.  Supreme  Court  settles  a  dis- 
pute over  underfunded  LTV  pension 
liabilities.  He  also  wants  to  study  the 
impact  of  the  Clean  Air  Act,  which  he 
fears  "may  not  let  big  steel  survive." 

Still,  Mer  would  clearly  love  to  get  his 
hands  on  at  least  a  minority  stake  in 
LTV,  which  he  calls  "uyie  belle  af- 
faire"— a  beautiful  business.  Usinor  Sa- 
cilor doesn't  look  too  bad,  either,  as  it 
shoots  to  the  top  of  the  world  steel  heap. 

By  Stewart  Toy  in  Paris,  with  Gregory  L. 
Miles  in  Pittsburgh  and  Roger  Sehreffler  in 
Tokyo 
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WILL  ANOTHER  ROUND 
OF  SURGERY  HELP  BAXTER? 


The  hospital  supplier  aims  to  shed  plants,  workers,  and  businesses 


Last  year,  Vernon  R.  Loucks  Jr. 
joined  about  <S0  alumni  of  Baxter 
International  Inc.  in  a  celebration 
of  happier  days.  As  they  paid  tribute  to 
William  B.  Graham,  the  chairman  who 
guided  the  company  through  25  straight 
years  of  record  earnings,  guests  at  the 
Chicago  Club  basked  in  memories  of 
Baxter's  past.  "We  all  wish  we  could  go 
back  to  the  good  old  days,"  sighs 
Loucks,  who  assumed  the  chairmanship 
in  1980.  "But  they're  not  coming  back." 

Apparently  not.  On  Apr.  19,  Baxter  is 
expected  to  report  a  15'/  drop  in  first- 
quarter  earnings  following  its  decision 
to  launch  the  biggest  restructuring  in  its 
59-year  history.  The  company  took  a 
$566  million  charge  to  cover  the  costs  of 
getting  rid  of  21  plants,  dumping  mar- 
ginal businesses,  and  laying  off  about 
6,400  workers,  or  107'  of  its  work  force. 
Baxter,  which  supplies  hospitals  with  ev- 
erything from  surgical  gloves  to  intrave- 
nous solutions,  may 
also  spin  off  part  of 
its  $1.4  billion  diag- 
nostics business. 

BAD  TIMING.  Loucks 

expects  the  moves  to 
fatten  margins  that 
have  been  shrunk  by 
the  push  for  cost 
control  in  health 
care.  He  hopes  the 
restructuring,  which 
should  produce  pre- 
tax savings  of  $275 
million  by  1993,  will 
improve  Baxter's  re- 
turns, which  are 
about  half  of  what 
they  were  in  1983. 
Baxter  had  sales  of 
$7.4  billion  and  net 
income  of  $446  mil- 
lion last  year. 

Problem  is,  Baxter 
has  been  restructur- 
ing almost  continu- 
ously for  the  last 
four  years  as  it 
struggles  to  absorb 
its  1985  hostile  take- 
over of  American 
Hospital  Supply 
Corp.  Eleven  months 


after  the  $3.7  billion  deal,  Loucks  an- 
nounced plans  to  combine  the  two  com- 
panies' operating  units  and  cut  6,000 
jobs.  The  actual  cutbacks  proved  far 
smaller.  "We  didn't  go  far  enough,"  ad- 
mits Michael  S.  Heschel,  a  former  Bax- 
ter vice-president.  "We  kept  hoping  the 
market  would  get  better." 

Instead,  the  market  got  steadily 
worse.  A  vicious  price  war  with  Abbott 
Laboratories  in  1985  and  1986  in  the  mar- 
ket for  intravenous  solutions  devastated 
Baxter's  margins.  At  the  same  time,  hos- 
pitals were  banding  together  to  negoti- 
ate lower  prices  with 
suppliers.  Then,  Bax- 
ter lost  a  big  con- 
tract with  Voluntary 
Hospitals  of  America 
to  Abbott.  "We  took 
our  eye  off  the  ball," 
admits  a  former  divi- 
sion head.  A  second 


BAXTER'S  WOBBLY 
PERFORMANCE 


DATA:  COMPANY  REPORTS 


LOUCKS  HAS  RESTRUCTURED  BAXTER  THREE  TIMES  SINCE  1986 


reorganization  followed  in  1988,  whe 
Loucks  merged  Baxter's  U.  S.-base 
medical  specialties  group  with  its  sluo 
gish  global  trade  group. 

The  latest  restructuring  began  with 
shuffling  of  top  management  in  Jam 
.ary.  Now,  Loucks  may  spin  off  the  diag 
nostics  unit,  which  could  help  eas 
Baxter's  $2  billion  debt  and  give  it  mucl 
needed  cash  for  research  and  develoj 
ment.  He  also  plans  to  chuck  low-growt 
or  low-margin  businesses,  including  : 
urologicals  unit,  with  total  sales  of  abou 
$140  million. 

ON  THE  ROAD?  Loucks's  overall  goal  is  t 
position  Baxter  so  that  it  can  profit  fror 
the  opportunities  in  health  care — espe^ 
cially  by  offering  hospitals  new  service, 
to  help  them  cut  costs.  Baxter  has  n 
cently  forged  alliances  with  IBM,  Krafi 
and  Waste  Managem.ent  to  computeriz 
hospitals'  management  systems,  manag 
their  food  services,  and  dispose  of  thei 
medical  wastes.  The  company  also  is  o: 
fering  its  version  of  a  just-in-time  inver 
tory  control  and  computerized  orderini 
system  to  som 
large  hospitals.  Onl 
eight  have  signed  o 
so  far,  but  analyst 
believe  Baxter  ha 
an  advantage  ove 
competitors  offerin 
similar  deals  becaus 
of  its  broad  produc 
line. 

Nevertheless,  wit 
gross  operating  mai 
gins  expected 
drop  to  35%  thi 
year,  from  35.97 
1989,  there's  littl, 
hope  of  immediat 
improvement  in  th 
company's  returns.  And  analysts  quei 
tion  Loucks's  contention  that  the  compi 
ny  will  be  able  to  hike  hospital  suppl 
prices  27  to  37  in  the  coming  year.  S 
even  after  the  restructuring,  Baxter  wi 
remain  essentially  a  high-volume  distril 
utor  of  low-margin  products.  "I  have 
lot  of  patience,"  says  Rita  M.  Nauer 
equity  research  manager  for  the  TeacI 
er  Retirement  System  of  Texas,  a  majc 
Baxter  shareholder.  "But  even  I'm  star 
ing  to  say,  'Let's  get  this  show  on  th 
road.'  " 

Loucks  argues  that  he's  doing  jus 
that.  The  restructurings,  he  says,  wer 
decisive  responses  to  Baxter's  problem 
before  they  became  severe.  "Too  man 
companies  wait  until  they're  in  dee 
trouble  to  restructure,"  he  says.  "I'd  lik 
to  think  we've  stayed  ahead  of  th 
curve."  Loucks  may  not  be  reluctant 
tinker  with  Baxter — but  investors  wou 
probably  be  happier  if  he  didn't  have  tc 
By  Julio  Flynn  Siler  in  Chicag 
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ugh  Acer's  distribution  network.  Witti 
ich  offices  located  in  major  cities 
ugfiout  the  world,  including  Tokyo, 
seldorf,  and  San  Jose,  Acer  provides 
liized  support  and  service  for  complete 
[omer  satisfaction. 

1 14  years  experience  in  R&D,  manufac- 
ig,  and  marketing,  and  with  over 
illion  computers  sold,  Acer  is  the  right 
ice  for  you. 


Super  386  PCs 


Product  Lines 

Laptop 

Personal  Computers 

Multiuser  Systems 

Computers 

Laptop  Computers 

Periptierals 

Network  Systems 

IBM  IS  a  registered  trademark  of  Inlernalional  Business  Machines  Corp 
Acer  and  Ihe  Acer  logo  are  registered  trademarks  ol  Acer  Inc  and  Acer 
America  Corp  Other  products,  companies,  or  brand  names  mentioned 
are  trademarks  or  registered  trademarks  ol  their  respective  companies. 


ACQR  i4 


The  Word  for  Value 


)iial  Offices:  •  U  S.A  .  San  Jose,  Tet  (408)922-033.^  •  U  K.,  London,  Tel  (01)569-2978  •  W  G  .  Dusseldorf.  Tel  (0211)6508-0  •  France.  Nimes.  Tel  (01)64805239  •  Japan,  Tokyo,  Tel  (03)463-3222  •  Ausiralia,  Svdncv 
02)899-6644  •  Malaysia.  Kuala  Lumpur.  Tet,  (03)261-8866  •  R.O.C.  Taipei,  Tel;  (02)713-2252 


■nance 


FK 


NO  MONEY  MACHINE 

CAN  RUN  THIS  FAST  FOREVER 


GE  Financial  Senices  is  used  to  spectacular  profit  growth.  Here's  why  it'll  drop  to  merely  great 


major  appliances,  the  GEFS  of  tod  ' 
bares  little  resemblance  to  its  foreru  "^^ 
ner,  GE  Credit.  Sure,  the  subsidiary  w 
still  finance  your  side-by-side  refrigei 
tor-freezer,  but  it's  now  involved  in 
most  every  kind  of  financial  activity, 
eluding  leveraged  buyouts,  real  estai 
lending,  leasing,  and  credit  cards.  Aj 
GEFS's  breadth  of  services  allows  it 
tailor  deals  for  corporate  customei 
"If  you're  louking  for  somethii 
unique,  come  to  us,"  says  Wendt. 

But  stellar  returns  may  prove  dif 
cult  to  duplicate  in  the  decade  ahea 
Some  of  the  booming  business  acti 
ties  that  spun  off  mountains  of  ca 
and  accounted  for  most  of  GEFS's 
tounding  growth  since  1985  are  slo 
ing.  Earnings  at  its  unit,  Employe 
Reinsurance  Corp.,  which  account  'C 
for  a  third  of  the  group's  profits 
1989,  are  expected  to  be  flat  this  yei 
The  softening  property  market  natic 
wide  means  that  growth  in  real  esta 
lending  will  drop.  And  corporate 
nance  activities  have  slowed  marked 
because  fewer  LBOs  are  getting  dor 


Complete  with  rich,  wood  paneling 
and  oriental  screens,  the  Stamford 
(Conn.)  headquarters  of  General 
Electric  Financial  Services  Inc.  at  first 
glance  looks  much  like  those  of  the 
banking  behemoths  that  line  New 
York's  Park  Avenue.  Indeed,  with  S91 
billion  in  assets,  General  Electric's  fi- 
nance subsidiary-  would  qualify  as  the 
fourth-largest  U.  S.  bank.  But  compar- 
isons can  be  deceiving.  Pouring  into 
the  tranquil  lobby  from  a  corner  tele- 
vision set  is  a  fier>'  lovers'  quarrel 
from  the  soap  opera  Santa  Barbara 
on  GE's  network,  XBC.  It's  a  stark  re- 
minder that  GEFS  is  a  critical  part  of 
the  sprawling  GE  conglomerate. 

Something  else  makes  this  financial 
institution  different  from  the  big 
banks:  It  makes  a  lot  of  money.  With 
many  of  the  nation's  largest  banks 
now  taking  huge  hits  to  earnings, 
GEFS  had  ;a  23^<:  jump  in  first-quarter 
profits,  to  $272  million.  This  comes  on 
top  of  an  187f  profit  gain  for  all  of 
1989  (chart).  Operating  earnings  have 
grown  on  average  by  a  staggering 
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26%  a  year  throughout  the  1980s.  "You 
don't  see  that  in  many  places,"  says 
Chief  Operating  Officer  Gary  C.  Wendt, 
48,  who  joined  GE's  financial  subsidiary 
in  1976  as  head  of  its  real  estate  unit. 

Founded  in  1932  to  finance  consumers' 
purchases  of  GE  refrigerators  and  other 


GE  FINANCIAL  SERVICES' 
WIDE  RANGE  OF  BUSINESSES 

GENERAL  ELECTRIC  CAPITAL 

►  Lending  for  commercial  real  estate,  trans- 
portation and  industrial  equipment 

►  Leasing 

►  Debt  and  equity  financing  for  corporations 

►  Accounts  receivables  and  credit  cards 

►  Mortgage  insurance 

EMPLOYERS  REINSURANCE 

►  Second-largest  U.  S.  reinsurance  company 

KIDDER  PEABODY 

►  Major  Wall  Street  investment  banking  and 
securities  brokerage  firm 

DATA:  COMPANY  REPORTS 


oreover,  GEFS's  investment  banking 
,  Kidder  Peabody  &  Co.,  rather  than 
ing  profits  to  the  parent,  has  had  to 
for  support.  And,  given  Wall 
et's  malaise,  it's  not  likely  to  be  a 
moneymaker  soon.  On  top  of  this, 
ler  and  GEFS  only  recently  have  be- 
to  send  each  other  business,  as  was 
;d  when  GE  acquired  the  investment 
i  in  1986. 

3r  Wendt,  keeping  earnings  growing 
daunting  task.  Real  estate,  reinsur- 
!,  and  corporate  lending  together  ac- 
ited  for  about  70%-  of  GEFS's  earn- 
in  1989.  With  those  sectors  facing 
?rtain  prospects,  Wendt  will  have  to 
it  out  new  business  elsewhere, 
espite  the  big  first-quarter  gain, 
5  executives  believe  profit  growth 
slow  to  14%  a  year  by  1991.  That's 
exactly  a  shabby  number.  But  GE 
irman  John  F.  Welch  Jr.  has  grown 
istomed  to  earnings  growth  close  to 
from  his  prized  subsidiary.  GEFS  is 
one  of  13  GE  businesses,  which 
re  from  jet  engines  to  kitchen  appli- 
!S.  Only  the  materials  and  aircraft- 
ne  divisions  contribute  more  to  the 
int's  bottom  line.  And  GEFS's  share 
;e's  profits  grew  to  24%  last  year 
1  18%  in  1985. 

ncULT  POSITION.'  More  than  any- 
g,  the  downturn  in  real  estate  is  cut- 
into  growth.  Rather  than  drumming 
lew  loans,  the  real  estate  honchos' 
lediate  task  is  to  ensure  that  the  ex- 
g  loan  portfolio  doesn't  deteriorate. 
!e  its  real  estate  loans  are  spread 
onwide,  29%  of  its  portfolio  is  tied  to 

markets  in  the  Southeast,  New 
k,  and  New  England.  Nonperform- 
assets  have  increased  nearly  seven- 
fold since  1986,  to  $104  million  in 
I,  but  that's  still  only  1.29:  of  its  $9.7 
jn  real  estate  portfolio, 
's  doubtful  that  GEFS  will  run  up 
inst  the  Texas-size  problems  that 
3  undermined  banks.  The  subsid- 
's  real  estate  arm  has  steered  clear 
ending  on  undeveloped  land  or  for 
;truction,  focusing  on  mortgaging 
pleted  commercial  properties.  And 
3  has  picked  up  what  it  thinks  are 
jains  created  by  a  soft  market,  in- 
ing  some  $450  million  in  office  build- 
;  and  apartment  complexes  in  the 
thwest.  Still,  John  C.  Deterding,  se- 

vice-president  for  commercial  real 
,te  financing,  looks  for  only  8%- 
ivth  in  the  1990  real  estate  portfo- 
-well  below  1989's  rate.  "We'll  just 
jack  and  wait,"  he  says, 
mployers  Reinsurance,  the  second- 
:est  U.  S.  reinsurance  company,  is 
iggling  to  grow,  too.  With  $5.4  billion 
ssets,  the  company  that  provides  in- 
mce  for  insurance  companies  took  a 
million  hit  last  year  from  Hurricane 
10  and  from  earthquakes  in  San 
ncisco  and  Australia,  says  Michael  G. 


GE  HAS  BUILT  A 
FINANCIAL  EMPIRE... 
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Fitt,  chairman  of  the  unit.  Payments  on 
claims  exceeded  premiums  by  4.3%  in 
1989,  and  earnings  stagnated  at  $313 
million  for  the  year.  To  boot,  there's 
overcapacity  in  the  reinsurance  industry, 
and  that  promises  to  prolong  the  earn- 
ings slump  at  least  into  1991.  Says  Fitt: 
"We're  in  a  very  difficult  position." 

Perhaps  the  biggest  challenge  will  be 
expanding  corporate  finance  work  as  the 
number  and  size  of  leveraged-buyout 
deals  decline.  Corporate  lending  rose 
60%  in  1988;  it  increased  only  12%  in 
1989.  Like  the  real  estate  financiers.  Cor- 
porate Finance  Chief  Dennis  J.  Carey 
and  his  team  are  closely 
monitoring  the  deals 
they've  already  cut.  GEFS 
holds  about  $1.8  billion  in 
LBO-related  loans  and  eq- 
uity in  the  troubled  retail 
industry. 

Retailing  problems  be- 
gan to  crop  up  last  year. 
One  notable  example  was 
Shoe-Town  Inc.  GEFS  lent 
the  Totowa  (N.J.)-based 
discount  shoe  retailer 
$168  million  to  recapital- 
ize in  1988.  But  shortly 
after  the  transaction,  the 
industry  began  to  slide; 
store  sales  dropped  6%, 
and  inventories  piled  up. 

Carey  and  his  auditors 
then  took  charge.  With 
new  managers,  they 
drew  up  a  plan  to  in- 


CARPENTER:  CUTTING  COSTS 
AND  CHASING  RICH  INVESTORS 


crease  sales  and  double  cash  flow.  GEFS 
took  a  $15  million  write-off  on  the  trans- 
action in  1989.  Vows  Carey:  "We'll  end 
up  clawing  back  the  amount." 

Other  potential  time  bombs  include 
GEFS's  20%'  equity  stake  in  struggling 
R.  H.  Macy  &  Co.  and  GEFS's  hefty  expo- 
sure in  the  cable  television  market.  GEFS 
has  made  $1.3  billion  in  loans  largely  to 
finance  cable  buyouts,  where  some  ob- 
servers suspect  prices  paid  for  proper- 
ties have  outpaced  prospects  for  profits. 
Notes  one  former  executive:  "Cable  is 
going  to  be  a  problem  for  everybody." 
CAUTIOUS  MOVES.  Nonetheless,  GEFS 
looks  well-prepared  to  deal  with  whatev- 
er LBO  problems  fall  its  way.  GEFS  deal- 
makers  have  always  emphasized  corpo- 
rate strategy  over  financial  wizardry. 
"We  have  to  do  something  different  to 
get  better  returns,"  says  Wendt,  who 
believes  banks  often  underestimate  loan 
risk.  Indeed,  on  the  corporate  finance 
staff,  lending  officers,  known  as  "risk 
managers,"  outnumber  dealmakers  by  2 
to  1.  And  lending  officers  sometimes  call 
in  outside  consultants  to  evaluate  a  com- 
pany's management.  Concedes  Paul  A. 
Street,  vice-president  for  strategic  plan- 
ning at  GEFS:  "We'll  slow  down  if  a  deal 
means  increasing  our  level  of  risk." 

And  then  there's  Kidder  Peabody, 
which  lost  $22  million  last  year  and 
should  break  even  this  year.  After  the 
1986  acquisition,  the  grand  strategy  was 
for  the  investment  bankers  on  Wall 
Street  and  those  in  Stamford  to  send 
business  each  other's  way  and  cooperate 
in  dealmaking.  Instead,  with  Kidder's 
well-publicized  insider-trading  troubles, 
which  came  to  light  only  a  year  after  the 
acquisition,  and  a  slew  of  staff  changes, 
little  happened.  As  Kidder's  results 
worsened,  GE  Capital,  GEFS's  corporate 
finance  arm,  infused  the  firm  with  $550 
million  in  March,  in  part  to  buy  out  mi- 
nority shareholders,  and  took  over  its 
$740  million  junk-bond 
portfolio. 

Kidder  continues  to 
face  hard  times.  With  in- 
vestment banking  and 
trading  volume  slowing, 
Kidder  Chairman  Michael 
A.  Carpenter,  a  GEFS 
alumnus  installed  in  Jan- 
uary, 1989,  has  slashed 
costs.  He  dropped  28,000 
customer  accounts  and 
cut  staff  by  24%,  to  5,600. 
"We've  given  the  Kidder 
organization  stability," 
says  Carpenter.  The  firm 
is  in  hot  pursuit  of  a  new 
niche  market,  the  rich  in- 
vestor, though  Kidder  is 
certainly  not  the  only 
firm — nor  the  first — to 
chase  that  quarry.  And 
the  long-elusive  coopera- 
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Lesson  1:  Drive  safely  and  avoid  collisions  at  all 
costs.  Lesson  2:  If  one  occurs,  a  driver-side  air  bag 
can  save  lives.  Which  is  why  Chrysler  Motors  puts  them  in 
every  car  we  build  in  the  U.S.*  They're  standard  at  no 


extra  cost  on  16  different  models.  From  our  most  exper 
to  our  least  expensive.  As  you  can  see,  they're  only  on 
three  of  their  cars  under  $21, 000.  And  at  that  price, 
Honda  doesn't  offer  them  at  all.  Today's  air  bags  open  i  * 


All  the  Hondas,  Nissans  &  Toyotas  under  $21,000  that  come  with  air  bags. 


Toyota  Celica 


Toyota  Supra 


Nissan  Pulsar 


ACIUSH 
^WHONDJLNr 


le  time  it  takes  you  to  blink.  Then  deflate  immedi-         CHRYSLER  •  PLYMOUIH  •  DODOt  •  DODbt  IRULKb  •  JbtP"-  hAOLt 
fter  an  impact.  We  think  that  the  extra  safety  factor 
bag  offers  is  a  real-life  advantage.  Especially  when 
insider  what  the  cost  could  be  without  one. 


Advantage:  Chrysler. 


All  the  Chrysler-built  cars  under  $21,000  that  come  with  air  bags. 


I  m 

ymouth  Sundance  Coupe 


Dodge  Diiytona 


Chrysler  Lc Baron  Convert.  Chrysler  New  Yorker  Salon 


Dodge  Dynasty 


Dodge  Omni 


Plymouth  Acclaim 


Dodge  Spirit 
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Chrysler  Fifth  Avenue 
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Dodge  Shadow  Sedan  Plymouth  Sundance  Sedan  Chrysler  LeBaron  Sedan 


Chrysler  LeBaron  Coupe  Dodge  Shadow  Coupe 


Plymouth  Horizon 


Chrysler  New  Yorker 


SE  IN  SAFETY 
INANDIOYOn. 


•Excludes  tars  built  for  Chrysler:  imports,  Plymouth  Laser,  Dodge  Monaco,  Eagle  Talon  and  Premier.  Buckle  up  for  safety 
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tion  between  Wall  Street  and  Stamford 
may  finally  make  a  difference.  Carey 
says  Kidder  has  begun  referring  work 
to  GE  Capital  in  the  past  five  months. 

Flat  markets  notwithstanding,  Wendt 
is  optimistic  that  GEFS  will  find  opportu- 
nities to  compensate  for  the  weaker 
businesses.  "It  becomes  a  balancing 
act,"  he  says.  GEFS's  $17.8  billion  leasing 
portfolio  continues  to  grow.  And  Wendt 
is  taking  a  close  look  at  the  booming 
business  of  LBO  workouts,  the  reorgani- 
zation of  LBOs  gone  awry. 

Wendt  is  also  seeking  to  expand  his 
credit  card  business.  GE  Capital  made  a 
big  push  into  cards  in  1988  when  it  par- 
ticipated in  the  Montgomery  Ward  LBO. 
As  part  of  the  $3.8  billion  deal,  GE  Capi- 
tal paid  $718  million  for  Ward's  credit 
card  business,  which  had  $3  billion  in 
receivables.  Since  then,  GE  has  bought 


other  card  operations.  It  now  owns  and 
operates  the  card  businesses  for  almost 
300  retailers,  including  Levitz  Furniture, 
Payless  Cashways,  and  Filene's. 

With  49%  of  existing  accounts  nation- 
wide, GEFS  is  now  the  biggest  issuer  of 
private-label  credit  cards  in  the  country. 
Receivables  totaled  $9  billion  at  yearend, 
and  assets  are  forecast  to  grow  by  207f 
a  year  through  1992,  as  troubled  retail- 
ers sell  card  operations  to  raise  cash.  GE 
is  also  looking  to  acquire  MasterCard 
and  Visa  card  operations  from  capital- 
hungry  banks  and  thrifts. 

These  new  business  ventures  won't  be 
enough  to  maintain  GEFS's  earnings  mo- 
mentum, however.  The  operating  mar- 
gins from  the  credit  card  business  are 
only  one-third  of  the  24'  <  gleaned  in  the 
lost  corporate  finance  business.  And 
workouts  will  hardly  produce  a  bonanza 


in  the  short  run.  Nearly  every  other  ii 
vestment  banking  firm  is  vying  for  th 
same  market.  Moreover,  some  Wa 
Street  firms  are  hesitant  to  work  wit 
GEFS  because  of  its  stringent  standard 
for  underwriting  and  fees. 

Despite  the  parent  corporation 
yearning  for  ever-higher  profits,  GEF  ^ 
may  have  to  pull  in  its  reins.  Manager 
will  have  to  steer  clear  of  marginal  dea 
even  if  it  means  their  earnings  targel  [ 
go  wanting. 

And  increased  competition  may  tei 
GEFS's  time-honored  posture  of  hand.s-c 
lending.  Even  so,  with  profits  expectf 
to  rise  by  a  hefty  14%  next  year,  GE 
money  machine  and  Gary  Wendt  will 
main  the  en\'y  of  Park  Avenue  bankeif  ■ 
for  some  time  to  come. 

By  Todd  Vogel  in  Stamford,  uith  Jo  ^ 
Friedman  in  Xeiv  York  *^ 
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CHIQUITA  MAY 

BE  A  LITTLE  TOO  RIPE 


Carl  Lindner  plans  a  public  offering — but  is  the  price  steep? 


It's  rare  that  anything  forces  the 
hand  of  veteran  investor  Carl  H. 
Lindner.  But  pressure  to  raise  cash 
to  shore  up  his  $12  billion  empire  may  be 
doing  just  that.  Lindner  plans  to  unload 
5.2  million  shares  of  Chiquita  Brands  In- 
ternational Inc.  owned  by  his  Great 
American  Communications  Co.  (GACC)  in 
a  mid-May  public  offering.  Chiquita  has 
shown  remarkable  improvement  since 
Lindner  took  control  in  1984.  But  earn- 
ings from  its  core  food  operations  have 
been  disappointing.  Chiquita's  stock 
price,  at  19%,  is  off  a  bit  from  the  all- 
time  high  of  21%  it  hit  in  April,  and, 
indeed,  may  have  peaked. 

If  Lindner  fetches  his  expected  $1.50 
million,  he  can  breathe  a  little  easier.  He 
must  retire  $90  million  of  bank  debt  tak- 
en on  for  his  1987  purchase  of  GACC 
then  called  Taft  Broadcasting  Co.  The 
offering  also  fits  nicely  into  the 
plans  of  Keith  E.  Lindner,  Chiqui-  . 
ta's  president  and  Lindner's  youn- 
gest  son.  The  30-year-old  Lindner  is  anx- 
ious to  capitalize  on  Chiquita's  stellar 
stock  performance  to  date  (chart)  by  is- 
suing an  additional  1  million  shares  to 
the  public.  Even  after  the  sales,  the 
family  will  control  65.5%  of  Chiquita, 
down  from  81.2%. 

Much  of  the  improvement  in  Chiqui- 
ta's earnings  came  from  slimming 
down.  The  company  sold  some  unre- 


lated operations,  such  as  a  telecommuni- 
cations company,  to  pull  in  a  total  of 
$150  million.  It  began  to  hedge  its  expo- 
sure to  currency  fluctuations.  Chiquita, 
until  recently  known  as  United  Brands 
Co.,  pleased  Wall  Street  by  boosting  divi- 
dends and  spending  $173  million  to  buy 
back  11.8  million  shares,  including  a  2 
million-share  repurchase  in  April.  The 
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moves  increased  earnings  per  share  1 
$1.67  last  year,  from  27$  a  share  in  198 
Return  on  equity  in  1989  was  a  respec 
able  15.7%,  as  against  4.2%  in  1984. 
HEALTH  KICK.  But  Chiquita's  food  operf'' 
tions  have  not  been  nearly  as  swee  ^ 
While  sales  of  bananas  and  other  pri 
duce  have  increased,  net  operating  i: 
come  has  declined  21%  since  1987.  Thj 
year,  the  company  benefited  from  tl 
Chernobyl  nuclear  disaster,  which  mac 
suspect  European-grown  fruits.  Thei 
was  no  such  boost  in  1988.  And  in  198ff^ 
Chiquita  cut  prices  to  defend  marb 
share  in  Italy.  Pei'haps  most  frustrating- 
Chiquita  can't  seem  to  cash  in  on 
well-known  brand  name.  The  compar  "^i 
has  been  unable  to  make  headway  im  ^ 
high-margin  packaged  foods.  An  ill-fate 
1987  attempt  to  introduce  frozen  jui( 
bars  cost  the  company  over  $30  millio 
"Chiquita  is  known  as  a  banana  comp 
ny,"  says  competitor  Brian  E.  Hayco 
chief  executive  of  PPI  Del  Monte  Troj 
cal  Fruit  Co. 

On  paper,  Chiquita  doesn't  see: 
overpriced.  It  trades  at  about 
times  1989  earnings — a  fair  valu 
tion,  according  to  most  analyst 
Keith  Lindner  says  that  there  ai 
plans  to  boost  tropical  fruit  sal 
by  focusing  more  heavily  on  Eas 
ern  Europe  and  capitalizing  ( 
Americans'  growing  taste  f 
fresh  foods.  Already,  the  comp 
ny  has  a  small  yet  successf  "i 
juice  line  and  plans  to  launch  anotb 
brand-awareness  campaign.  But  tl 
Lindners  admit  that  such  growth  wor 
happen  overnight.  They  have  to  pro' 
that  operations  can  sustain  its  sto< 
price.  Investors  who  peel  away  Chiqi 
ta's  fancy  finances  from  its  lacklust  ^ 
core  business  might  think  twice  b 
fore  taking  a  bite. 
By  Stephen  Phillips  in  Cincinnc  ^' 
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HIS  SLAP  FROM  THE  SEC 
DULD  BE  PRETTY  PAINFUL 


il  the  agency's  sanction  of  Donaldson  Lufkin  lead  to  lawsuits? 


lor  Donaldson,  Lufkin  &  Jenrette 
iSecurities  Corp.,  one  of  Wall 

Street's  premier  brokerage  houses, 
iiillion  a  year  in  trading  profits  is 
luts — ^just  0.1%  of  annual  revenues 

are  believed  to  approach  $1  billion, 
such  picayune  sums,  would  a  large 

prestigious  firm  improperly  trade 
securities  of  5,000  customers — there- 
/iolating  federal  securities  laws  300 
!s  in  six  years?  According  to  the  Se- 
ties  &  Exchange  Commission, 
answer  to  this  question  is  yes. 
ich  is  the  stunning  denouement 
in  SEC  probe  of  DU's  Pershing 
,  which  carries  out  trades  and 
dies  customer  securities  for 
e  500  small  brokerages  around 
country — the  largest  such  firm 
A'^all  Street.  In  a  settlement  an- 
aced  on  Apr.  17,  the  SEC  cen- 
!d  DU  and  disclosed  that  the 
I  is  refunding  $5.6  million,  plus 

million  in  interest,  to  customers 
se  shares  allegedly  were  traded 
Pershing  without  permission. 

SEC  also  imposed  a  45-day  sus- 
don  on  Michael  A.  Dreitlein, 
laging  director  of  the  firm's  eq- 
!s  division. 

J  and  Dreitlein  accepted  the 
;tions  without  admitting  or  de- 
ig  wrongdoing.  In  a  statement, 
itlein's  lawyer,  Lee  S.  Richards 
maintains  that  Dreitlein  did  not 
lonally  benefit  from  the  trades 
"did  not  institute  the  practices 
[uestion."  He  would  not  elabo- 
.  Dreitlein  is  accused  of  "willful- 
iding  and  abetting"  the  improp- 
trades  and  signing  inaccurate 
ncial  statements  that  were  filed 
1  the  SEC.  The  SEC  maintains 
,  $1.9  million  of  the  trade  proceeds 
ited  the  bottom  line  of  the  firm, 
led  by  the  Equitable  Life  Assurance 
ety  of  the  U.  S. 

M  RESOLVE.  The  SEC  Settlement  sub- 
itiates  allegations  of  misuse  of  cus- 
er  securities  which  first  appeared  m 
INESS  WEEK  in  October,  1988,  and 
e  made  by  current  and  former  back- 
ze  personnel  at  DU.  Similar  allega- 
s  were  made  to  BUSINESS  week 
inst  Charles  Schwab  &  Co.  After  the 
;les  appeared,  Schwab  announced 
;  it  would  make  refunds  to  customers 
ling  $3  million.  DLJ  has  staunchly  de- 


nied wrongdoing,  and  a  spokeswoman 
reiterated  after  the  SEC  action  that  the 
firm  never  intended  to  use  the  trades  to 
accrue  profits. 

However,  the  former  Pershing  manag- 
er who  made  public  the  trading  prac- 
tices, Thomas  Cusati,  maintains  Per- 
shing encouraged  the  trades  to  "make 
as  much  money  as  possible."  Cusati's 
allegations  prompted  an  investigation  by 
the  sec.  Martin  Kuperberg,  the  associate 


New  York  regional  administrator  who 
headed  the  probe,  says  that  DLJ  cooper- 
ated "once  they  saw  our  resolve  in  see- 
ing the  matter  through." 

The  SEC  asserts  that  DU  garnered  $5.9 
million  between  1982  and  1988,  mainly 
by  a  practice  called  "overtendering." 
That  would  occur  during  tender  offers 
for  a  portion  of  a  company's  shares. 
Share  prices  usually  decline  after  partial 
tender  offers.  According  to  the  SEC,  in 
104  partial  tender  offers,  Pershing  ten- 
dered the  shares  of  customers  who  had 
not  indicated  that  they  wanted  to  partici- 
pate. Pershing  would  then  replace  the 


customers'  shares  by  buying  them  back 
at  a  lower  price,  and  keep  the  differ- 
ence— without  the  customers'  knowl- 
edge. The  SEC  also  maintains  that  DU 
profited  in  a  similar  fashion  by  exercis- 
ing 104  stock  warrants  and  by  redeem- 
ing 126  convertible  securities  belonging 
to  customers. 

One  question  that  the  SEC  settlement 
does  not  address  is  how  pervasive  such 
practices  are  in  the  securities  industry. 
Cusati  and  sources  at  DU,  Schwab,  and 
other  firms  contend  that  misuse  of  cus- 
tomer shares  has  been  rampant  for 
many  years.  "I  think  it's  a  lot  more 
widespread  than  people  realize,"  says 
Perrin  Long,  an  analyst  at  Lipper  Ana- 
lytical Services  Corp.  One  high-ranking 
industry  executive,  who  requested  ano- 
nymity, conceded  that  his  firm  regularly 
exercised  warrants  and  redeemed  con- 
vertible securities  without  customer  per- 
mission until  the  October,  1988,  articles 
appeared  in  BUSINESS  WEEK.  Never- 
theless, SEC  officials  maintain 
that  such  practices  are  not  wide- 
spread. "There  might  be  other  firms 
doing  it,  but  not  to  the  extent  at 
DU,"  says  Kathryn  Ashbaugh,  the 
lead  SEC  lawyer  in  the  investigation 
of  DU. 

LAWYER'S  DREAM.  Also  unclear  are 
the  further  legal  ramifications  for 
DU — or  for  Schwab,  which  complet- 
ed its  refunds  to  about  13,000  cus- 
tomers about  a  year  ago.  Shortly 
after  the  allegations  surfaced, 
Schwab  quietly  reorganized  its 
back-office  operations  and  reduced 
the  responsibilities  of  Barry  G. 
Snowbarger,  a  senior  vice-president. 
"Unfortunately,  it  happened  on  his 
watch,"  notes  spokesman  Hugo  W. 
Quackenbush.  Snowbarger  refused 
comment.  Despite  its  actions, 
Schwab  is  the  subject  of  investiga- 
tions by  the  SEC  and  New  York 
Stock  Exchange,  and  Quackenbush 
concedes  that  sanctions  may  be  im- 
posed against  the  brokerage.  "It's 
always  possible  in  a  regulated  in- 
dustry," he  says. 

For  DU,  one  source  of  future 
trouble  may  well  be  the  untold  thou- 
sands of  participants  in  those  104 
partial  tender  offers.  DU's  general  coun- 
sel, Joseph  D.  Donnelly,  maintains  that 
Pershing  has  no  further  civil  liability. 
Kuperberg,  however,  observes  that  the 
more  shares  that  are  tendered  in  partial 
tender  offers,  the  fewer  are  bought 
from  each  investor.  By  overtendering, 
Kuperberg  says,  DU  reduced  the  num- 
ber of  shares  that  each  shareholder 
could  sell — and  has  left  itself  open  to 
lawsuits  by  investors.  It's  a  class-action 
lawyer's  dream — and,  for  DU,  a  poten- 
tial nightmare. 

By  Gary  Weiss  in  New  York,  with  Maria 
Shao  in  San  Francisco 
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"Some  restrictions  may  apply 


This  office  is  normally  flood(t 
Fortunately  they  use  ATST  8(r 


Imagine  your  phones  are  ringing  off  the  hook  with  800 
calls  when— crack!— a  burst  pipe  puts  you  out  of  business. 

Or  perhaps  the  construction  crew  next  door  hits  a  cable. 
Or  something  like  a  sudden  snowstorm  keeps  your  people 
away  from  the  office.  Imagine  all  the  unexpected  events  that 
could  cause  you  to  lose  800  calls,  and  possibly  sales. 

That's  why  when  you  choose  AT&T  for  800  service,  you 
automatically  get  our  exclusive  AT&T  800  Assurance  Policy* 
It  protects  you  from  everyday  problems  by  guaranteeing  to  get 
you  back  in  touch  with  your  customers  fast. 

For  instance,  we  can  reroute  calls  to  any  other  working 
phone,  in  any  other  location,  across  town  or  across  the 
country  Or  we  can  keep  your  customers  informed  with  a 
customized  recorded  announcement— all  within  one  hour 
after  you  choose  the  alternative  that's  right  for  you. 

The  AT&T  800 Assurance  Policy  is  free,  and  only  AT&T 
offers  anything  like  it.  So  when  you  choose  AT&T,  you  not  only 
get  the  most  reliable  800  service,  you  also  get  the  only  com- 
prehensive guarantee  available. 

g        The  ATiST 800 Assurance  Policy. 
Another  AliST advantage. 

Through  June  29, 1990,  AT&T  will  waive  the  installation 
charges  on  domestic  ATa 800  READYLINE®  Service,  AT&T 
MEGACOM®  800  Service  and  Basic  800  Service.  For  full 
details  on  how  this  offer**  applies  to  your  business,  call  your 
AT&T  Account  Executive  or  1 800  222-0400. 
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SMALL  TOWNS  ADD  UP  TO 
BIG  BANKING  FOR  KEYCORP 


CEO  Riley  taps  the  Snowbelt  while  avoiding  urban  snares 


Victor  J.  Riley  Jr.  spent  years  buy- 
ing up  small-town  banks  in  up- 
state New  York  and  dreamed  of 
making  Albany's  KeyCorp  a  major  re- 
gional bank  by  expanding  into  New  En- 
gland. He  even  established  a  beachhead 
in  Maine.  But  Chairman  and  CEO  Riley's 
ambitious  plans  were  derailed  when 
Massachusetts  and  Connecticut, 
fearing  that  behemoth  New  York 
City  banks  would  trample  them, 
closed  their  borders  to  all  New 
York  banks.  Barred  from  New  En- 
gland's two  richest  states,  Riley, 
58,  remembers  asking  himself: 
"Where  should  we  go?" 

The  answer,  it  turned  out,  had  a 
proverbial  ring  to  it:  Go  West.  And 
Riley  has  had  few  regrets  since. 
By  buying  a  string  of  banks  from 
Idaho  to  Alaska,  Riley  has  built  an 
unusual  franchise,  a  bicoastal 
bank  in  the  northern  reaches. 
RURAL  RICHES.  So  far,  Riley's  in- 
stincts have  been  correct.  Thanks 
to  his  Snowbelt  strategy,  Key- 
Corp's  size  has  tripled  in  the  past 
four  years,  to  $15  billion  in  assets. 
And  the  bank's  bottom  line  has 
blossomed  as  well.  While  other 
banks  in  the  Northeast  were 
struggling  with  a  passel  of  bad 
real  estate  loans,  KeyCorp's  net 
earnings  rose  14'/'  last  year,  to 
$137  million;  first-quarter  earnings 
showed  a  17'a  gain,  to  $36  million. 

KeyCorp's  success  has  a  lot  to 
do  with  its  unique  style  of  expan- 
sion. Eschewing  the  big  cities  that  drew 
regional  banks  like  magnets  in  the 
1980s,  Riley  focused  on  low-population 
areas  that  were  short  on  bank  services. 
True,  KeyCorp  has  profited  handsomely 
from  the  economic  boom  in  the  Pacific 
Northwest,  thanks  to  its  banks  in  Seat- 
tle and  Portland,  Ore.  But  most  of  its 
branches  can  be  found  in  towns  such  as 
Troy,  Idaho  (population  820),  and  Gig 
Harbor,  Wash,  (population  2,429).  In- 
deed, KeyCorp  is  often  referred  to  on 
Wall  Street  as  the  "Wal-Mart  of  bank- 
ing" because  of  its  small-town  approach. 

iviley,  who  worked  his  way  up 
tircough  the  bank's  trust  department, 
welcomes  the  comparison — and  with 
good  reason.  By  serving  small  towns 


with  few  competitors,  KeyCorp  has 
avoided  the  pricing  contests  that  often 
squeeze  profit  margins  in  larger  mar- 
kets. KeyCorp's  net  interest  margin 
stood  at  almost  5%  last  year,  compared 
with  4.4''  at  banking  companies  of  a 
similar  size.  "This  is  not  high-tech  bank- 
ing," says  analyst  R.  Jay  Tejera  of  Dain 


It 


SB 


t 


Bosworth  Inc.  "This  is  relationship  bank- 
ing." Small- town  customers  are  loyal 
and  don't  change  banks  just  because  a 
competitor  is  advertising  a  higher  rate 
on  a  certificate  of  deposit. 

KeyCorp  works  hard  at  nurturing  a 
folksy  image.  For  the 
grand  opening  of  its 
branch  in  Tigard,  Ore., 
last  fall,  KeyCorp  recruit- 
ed the  local  senior  citi- 
zens' all-kazoo  band.  And 
aside  from  installing  a 
KeyCorp  executive  at  the 
helm,  Riley  has  made  few 
personnel  changes  in  the 
17  banks  he  has  acquired 
in  the  past  five  years. 
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"You  cannot  go  into  a  new  state  anlGi 
start  shuffling  people  around  and  mail 
tain  yourself  as  a  retail  bank,"  says  Ri 
ey,  an  aspiring  chef  in  his  off  hours. 

This  small-town  approach  has  also  ei 
abled  the  bank  to  avoid  the  messy  loa 
problems  that  plague  other  regional; 
KeyCorp  limits  its  lending  to  individual 
and  small  businesses  in  the  regions 
serves.  In  fact,  the  bank  has  only 
loans  larger  than  $12.5  million — its  bi 
gest  loan  is  just  $21  million.  And  whi 
its  New  England  neighbors  shovel  oi  fn 
from  under  billions  in  bad  real  estat  Af 
construction  loans,  such  loans  accour  m. 
for  a  meager  47'  of  KeyCorp's  $9.9  bi|6i.i 
lion  loan  portfolio.  As  a  result,  nonpe 
forming  loans  stood  at  only  1.45%  of  th 
bank's  portfolio  at  yearend.  Most  of  it  itt 
bad  assets  are  concentrated  in  Kej 
Corp's  Alaskan  bank,  which  ha 
been  hit  hard  by  the  drop-off  in  o 
exploration. 

LOW  RETURN.  KeyCorp  has  don 
well  in  producing  profits,  but 
could  do  a  lot  better.  Riley  has  yA? 
to  wring  many  efficiencies  froi  fo; 
the  far-flung  branch  network,  an 
the  chairman  acknowledges  th: 
he  has  been  slow  to  pull  baclld 
room  operations  together.  Indeec 
the  bank  is  still  in  the  midst 
implementing  a  standardized 
porting  system  that  makes  it  eas  ( 
er  to  track  expenses.  About 
every  dollar  in  revenue  is  eaten 
by  overhead  vs.  63$  at  other 
gionals,  says  Dain  Bosworth's  T 
jera.  As  a  result,  KeyCorp's  retur  (jj 
on  assets  has  yet  to  top  1%. 

For  now,  cost-cutting  takes  prldj 
ority  over  acquisitions.  In  the  pas  u, 
18  months,  KeyCorp  has  sold  o:  jt,,; 
several  unprofitable  businesse; 
including  a  car-leasing  unit  and 
finance  company.  It  also  conso 
dated  its  15  data  processing  cei 
ters  into  two.  Last  year,  Rik  t^^i 
hired  William  H.  Dougherty,  wh 
earned  a  reputation  as  a  belt-tigh 
ener  when  he  was  chief  financial  offic(  j, 
of  NCNB  Corp.  in  Charlotte,  N.  C.  Doi 
gherty's  first  mission  is  to  set  up  a  ur 
form  accounting  system.  By  August,  h 
hopes  to  link  each  of  KeyCorp's  51 
branches  by  computer. 

Riley  hopes  cost-savin 
steps  will  slash  Ke 
Corp's  overhead  67"  th 
year.  And  that  could  he 
the  bank  earn  more  tha 
1%  on  assets  in  1990, 
so,  Riley  may  prove  th; 
the  Snowbelt  is  a  mo) 
hospitable  climate  tha 
anyone  imagined. 

By  Laura  Jereski 
Albany,  N.  Y. 
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riLL  APPLE 

0  INTO  SOMEONE 

.SFS  PIE? 


Homputer  stocks  got  a  lift  from 
IBM  on  Apr.  9,  when  Big  Blue 
^announced  better-than-anticipat- 

first-quarter  earnings.  But  shares 
Apple  Computer,  a  major  maker  of 
sonal  computers,  had  been  sprinting 
;ad  way  before  the  IBM  surprise, 
'he  betting  among  smart-money 
yers  who  have  been  buying  Apple  is 
t  there's  more  at  work  than  just  a 
<up  in  profits.  They  suspect  that  a 
^e  U.  S.  multinational  is  interested 
I  strategic  acquisition  and  will  soon 
ke  a  friendly  offer  for  Apple, 
iince  early  Maroh,  Apple's  stock  has 
n  buoyant,  climbing  from  33  to  43. 
i  shares  had  been  sorry  performers 
ore  then,  having  tumbled  after  last 
;.  13's  minicrash  from  a  high  of 
re  than  50.  Mike  Murphy,  editor  of 
Ufornia  Technology  Stock  Letter, 
imong  those  who  believe  that  Apple 
low  on  the  "strategic  shopping  list" 
several  deep-pocketed  U.  S.  buyers, 
t  he  also  thinks  Apple  has  whetted 

appetites  of  a  few  Japanese  giants. 
E  BIG  BOX.'  The  newly  whispered 
keover  angle"  on  Apple  has  become 
mpelling,"  says  Murphy.  One  ru- 
red  suitor,  he  says,  is  General  Elec- 
:.  Murphy  believes  GE  knows  "it 
■ds  to  establish  a  stake  in  the  whole 
sonal  computer-electronics  commu- 
itions  business  in  order  to  bolster 
own  complex  of  industrial  and  elec- 
nics  operations."  Apple  has  a  large 
e  of  customers  that  would  be  useful 
a  bigger  company  that  could  "put 
ether  in  one  big  box  computer  com- 
nications  and  interactive  video,  pos- 
ly  with  high-definition  television 
hnology."  Apple  also  has  a  Europe- 
network  that  would  mesh  well,  he 
s,  with  GE's  worldwide  operations. 
}E  spokesman  declined  comment. 
Uthough  the  stock  has  been  on  the 
i,  it's  still  cheap  considering  Apple's 
h  flow  and  earnings  before  interest 
1  taxes.  The  company  thinks  so:  It 
;  been  buying  back  its  own  shares, 
pie  has  no  long-term  debt  and  an 
imated  cash  flow  of  $7  a  share.  Jim 
'ad,  president  of  BMI  Capital,  figures 
akeover  value  of  $62  a  share,  based 

projected  fiscal  1990  earnings, 
sed  on  estimated  1991  profits,  Apple 
ivorth  $76  a  share,  says  Awad.  Sec- 
i-quarter  earnings  jumped  to  $1.04  a 


APPLE  IS 
ON  THE  RISE 
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share  from  44$.  He  expects  Apple  to 
post  record  earnings  of  $4.25  a  share  in 
the  year  ending  Sept.  80  and  $4.75  to 
$5  in  fiscal  1991.  In  fiscal  1989,  Apple 
earned  $3.16. 

Awad  believes  that  while  Apple 
Chairman  and  CEO  John  Sculley  isn't 
shopping  the  company,  "he  will  likely 
respond  quite  positively  to  a  genuine 
and  rightfully  structured  offer."  Both 
Awad  and  Murphy  expect  that  any  of- 
fer will  include  a  condition  that  Sculley 
remain  as  CEO.  Sculley  and  other  man- 
agers own  97f  of  the  company.  Several 
institutions  also  have  large  stakes,  in- 
cluding Lazard  Freres,  with  some  3 
million  of  Apple's  125  million  shares 
outstanding.  Apple  declined  comment. 


THIS  CHIP  BABY 
IS  GROWING  FAST 


With  corporate  earnings  gen- 
erally soft,  investors  have 
been  hungry  for  some  solid 
bottom-line  winners.  That's  why  the 
stock  of  an  obscure  semiconductor 
company,  Novellus  Systems,  has 
caught  fire.  Since  January,  Novellus' 
stock  has  zoomed  to  18  from  11.  One 
reason:  Earnings  jumped  50%  in  the 
first  quarter,  to  47$  a  share,  and  reve- 
nues leaped  45%,  to  $15.2  million,  com- 
pared with  the  first  quarter  of  1989. 

Novellus,  which  went  public  in 
March,  1988,  at  $8  a  share,  has  been 
producing  profits  ever  since.  It  earned 
50$  a  share  in  1988  and  $1.74  last  year. 
Some  analysts  think  the  little  outfit 
can't  sustain  that  torrid  pace.  The  con- 
sensus earnings  forecast  for  1990  is 
less  than  $2  a  share — only  a  12%  gain. 
But  investment  manager  Graham 


Tanaka,  who  scouts  for  fast-rising  but 
cheap  stocks,  thinks  profits  will  accel- 
erate in  1991,  to  $2.60  a  share.  That's 
when  Novellus,  which  makes  automat- 
ed wafer-fabrication  systems  for  pro- 
ducing semiconductors,  will  reap  the 
benefits  of  two  new  products  and  in- 
creased sales  to  Japanese  chip  makers. 

Tanaka  also  thinks  that  repeat  or- 
dei'S  from  big  U.  S.  customers  such  as 
National  Semiconductor  and  Motorola 
should  bolster  sales  from  $65  million 
this  year  to  $100  million  in  1991.  He's 
betting  that  Novellus,  which  he  says  is 
a  growth  stock  in  a  cyclical  industry, 
will  climb  at  least  50%  more  in  the  next 
6  to  18  months. 


LINING  UP  FOR 
A  LANDFILL  PLAY 


Investors  have  been  cool  to  initial 
public  offerings  this  year,  but  one 
recent  new  issue  stands  out.  Sani- 
fill  sold  2  million  shares  to  the  public 
on  Apr.  12  at  $9.50  a  share,  and  by 
day's  end,  the  stock  was  up  to  12%.  It 
has  since  inched  up  to  121/2,  and  some 
pros  think  there  are  riches  ahead  for 
shareholders.  Sanifill,  which  is  less 
than  a  year  old,  operates  landfills  for 
nonhazardous  materials. 

Some  big  investors  believe  Sanifill 
will  follow  the  upward  path  that  other 
waste-disposal  stocks,  such  as  Cham- 
bers Development  and  Allwaste,  have 
taken.  In  just  four  years.  Chambers 
rose  tenfold,  from  4  to  40,  adjusted  for 
stock  splits.  Allwaste,  on  the  other 
hand,  started  at  2V2  in  late  1986  and 
traded  as  high  as  12  before  slipping  to 
9  in  recent  days.  Allwaste,  incidentally, 
has  taken  a  2%-  stake  in  Sanifill. 

Glenn  Cutler,  portfolio  manager  at 
the  newly  formed  Progressive  Environ- 
mental Fund,  notes  that  Sanifill,  with 
five  landfills  in  Houston  and  one  in 
Atlanta,  is  the  only  pure  play  in  the 
landfill  business.  Cutler  says  that  with 
the  amount  of  usable  landfill  space  de- 
clining and  the  supply  of  garbage  on 
the  rise,  growth  for  Sanifill  is  assured. 

The  company  posted  net  income  of 
20$  a  share  on  sales  of  $12  million  in 
1989  and  is  expected  to  earn  50$  a 
share  this  year  on  projected  revenues 
of  $25  million,  says  Cutler.  Based  on  its 
earnings  and  the  high  price-earnings 
multiples  the  market  has  assigned  to 
other  waste-disposal  companies,  Cutler 
figures  Sanifill's  stock  will  climb  into 
the  18-to-20  area.  Over  the  next  two 
years,  given  Sanifill's  scheduled  land 
acquisitions.  Cutler  thinks  the  stock 
should  trade  in  the  30-to-32  range. 


;e 


BUSINESS  WEEK/APRIL  30,  1990 105 


"Custom  Publishing,"  from  McGraw-Hill.  What  an  extraordinary 
ideai:  Give  our  teachers  the  ability  to  personally  customize  a  textbook 
to  match  their  curriculum  and  their  students'  needs.  Then  print 
and  ship  it  within  days.  The  textbook  will  never  be  the  Scime. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


►ports  Business 


CommentanVby  Brenton  Welling 


GETTiMG  THE  AMERICA'S  CUP  BACK  ON  AN  EVEN  KEEL 


Skipper  Bus  Mosbacher,  who  suc- 
cessfully defended  the  America's 
Cup  twice  in  the  1960s,  once  de- 
scribed the  "olde  mugg"  to  this  report- 
er as  "the  last  \irgin  in  sports.'"  But 
that  was  in  the  summer  of  1983,  before 
the  garish  sUver  trophy  that  had  been 
bolted  to  a  table  in  the  New  York 
Yacht  Club  for  132  years  was  tempo- 
rarily marooned  in  Australia. 

By  the  time  Dennis  Conner,  who  was 
bested  in  September  of  that  year,  won 
the  cup  back  in  1987 — representing  the 
San  Diego  Yacht  Club  against  the  Roy- 
al Perth  Yacht  Club — it  was  no  vessel 
\"irgin. 

It  wasn't  the  cup  that  had  changed; 
it  was  the  yachting  world.  For  the  first 
130  yeai-s  of  its  existence,  not  too  many 
people  cared  about  the  America's  Cup. 
Few  underetood  the  tactics  of  sailboat 
racing,  and  if  they  did.  they  couldn't 
see  the  races,  held  far  from  shore. 
Then.  too.  the  niles  required  that  the 
challenging  yacht  had  to  sail  to  the  site 
picked  by  the  defender.  Since  the  chal- 
lenger in  even,"  case  but  two  came 
from  Britain,  the  requirement  that  it 
sail  across  the  Xoith  Atlantic  meant  it 
had  to  be  hea\ier  than  the  defender. 
One  could  ai-gue  that  the  race  was  nev- 
er fair. 

ZOOMING  IN.  All  that  changed  in  1958, 
when  a  gentleman's  agreement  sharply 
reduced  the  size  of  the  yachts  for  rea- 
sons of  economy.  At  the  same  time,  the 
requirement  that  the  challenger  sail  to 
the  race  was  eliminated.  Even  so,  New 
York  Yacht  Club  defenders  won  the 
next  eight  races. 

But  there  were  other  changes.  By 
1983,  the  cup  races  had  become  a  via- 
ble spectator  sport.  The  fleet  of  plea- 
sure boats  that  followed  the  races  had 
become  huge.  Most  important,  the  ca- 
ble network  ESPN,  besieged  by  callers, 
tele\'ised  the  finish  of  the  last  race  live. 
Nothing  has  been  the  same  since.  Now, 
on-board  minicameras  and  zoom  lenses 
have  made  viev\ing  the  races  exciting 
even  for  couch  barnacles. 

Following  the  \ictor\-  in  1987,  San 
Diego  commissioned  an  economic  im- 
pact study  on  how  much  money  the 
next  cup  series— after  the  traditional 
four-year  hiatus — would  bring  to  the 
area.  In  1987,  there  had  been  a  total  of 
12  s\Tidicates  sailing  in  trial  heats  for 
tb.e  right  to  be  the  final  challenger. 


Assuming  that  the  next  series  of  races 
would  have  at  least  the  same  number 
of  contestants  with  all  their  attendant 
shoreside  facilities  and  factoiing  in 
toiuist  dollars,  the  study  concluded 
that  San  Diego  would  benefit  bv  some 
$1.2  billion. 

But  Michael  Fay,  a  wealthy  New 
Zealand  merchant  banker,  representing 
the  Mercury  Bay  Boating  Club  near 
Auckland,  challenged  San  Diego  right 


THE  STARS  &  STRIPES  AND  THE  NEW  ZEALAND 
SAILED  INTO  A  DOCKET  AFTER  THE  1988  RACE 


away.  He  insisted  on  sailing  a  vessel 
whose  dimensions  returned  to  the  max- 
imum allowable  size  before  1958,  but 
with  1988  materials  and  technolog}'. 
His  design  included  a  feature  never  be- 
fore seen  on  a  sailboat  that  size:  When 
sailing  before  the  wind  it  would 
"plane,"  or  ride  a  wave.  With  the  wind 
behind  it,  it  would  have  been  unbeat- 
able unless  San  Diego  matched  the  de- 
sign. But  the  Southern  California  club 
countered  with  a  yacht  incorporating 
even  fuither  advances,  one  with  tvnn 
hulls  that  could  outsail  an\i;hing  in 
exery  direction  except  running  before 


the  wind.  So  much  for  sportsmanship. 

And  so  a  race  was  held  in  Septem- 
ber, 1988,  off  San  Diego  pitting  that 
cit\''s  catamaran  against  New  Zea- 
land's monohulled  sloop.  To  almost  no 
one's  surprise,  the  catamaran,  sailed 
by  Conner,  won  handily. 
BAD  SPORTS.  Both  Fay  and  Mercury- 
Bay  took  the  race  results  to  court, 
claiming  there  was  a  mismatch.  Mercu- 
ry" Bay  insisted  the  race  had  \iolated 
the  agi'eement  wherein  George 
L.  Schuyler  had  gi\"en  the  cup 
to  be  held  in  trust  by  the  New- 
York  Yacht  Club  in  the  fii-st 
place.  Schuyler  was  the  last 
sur\-i\ing  member  of  the  syndi- 
cate that  owTied  the  schooner 
America,  winner  of  the  fii-st 
race  in  1851.  He  had  presented 
the  trophy  to  the  New  York 
Club  "upon  condition  that  it 
be  preserved  as  a  perpetual 
Challenge  Cup  for  friendly 
competition  between  foreign 
countries." 

The  trial  court  in  New  York 
agreed  with  Fay  that  sailing  a 
multihull  against  a  monohuU 
was  not  "friendly  competition" 
and  awarded  the  cup  to  Mercu- 
ry Bay.  But  an  appellate  court 
overturned  the  decision  and 
gave  the  \icton,-  back  to  San 
Diego.  (In  a  concurring  opin 
ion,  one  justice  allowed  that 
both  sides  were  bad  sports.) 
Mercury"  Bay  then  took  that 
decision  to  New  York's  highest 
tribunal,  the  Court  of  Appeals.' 

Both  sides  are  now  awaiting 
a  decision  as  to  who  really  w  on, 
in  1988— but  that's  not  the  is- 
sue. What's  really  at  stake  is 
money.  It  will  be  far  more  than  S1.2 
billion  by  now\  Already,  14  challengers 
from  11  nations  have  signed  up,  and  10 
other  potential  challengers  have  ex- 
pressed interest.  And  those  numbers 
don't  even  include  would-be  American 
defendei-s. 

Fortunately,  yacht  clubs  from  Mer 
cury-  Bay,  New  York,  Perth,  and  Sanj 
Diego  have  agreed  on  legal  machinery 
that  ensures  that  the  competition 
henceforth  w"ill  be  between  evenly 
matched  sailboats.  WTierever  the  next 
race  is  held,  the  finish  line  will  be  on 
the  water  and  not  in  the  courtroom. 
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SPORTS  3USIN( 


Some  people  find  it  impossible  to 
retire  on  a  nine-figure  income. 


"here  was  a  time  when  Social 
iecurity  and  retirement  security 
vevQ  one  and  the  same.  But 
10  longer.  Inflation  and  the 
)udget  squeeze  have  made  such 
ssurance  a  thing  of  the 
listant  past. 

The  good  news  is  there's 
lelp,  and  plenty  of  it,  in  the 
brm  of  the  nation's  thousands 


of  Chartered  Life  Underwriters 
and  Chartered  Financial  Con- 
sultants. 

A  CLU  or  ChFC  is  a  highly 
trained  financial  expert  who  has 
completed  years  of  rigorous 
study  at  the  nation's  oldest 
accredited  college  in  the  finan- 
cial services  field.  The  American 
College.  The  letters  "CLU"  or 


"ChFC"  beside  your  insurance 
agent  or  financial  advisor's 
name  mean  you  have  found  a 
thoroughly  qualified  professional 
to  help  plan  your  financial 
future. 

So  while  it  may  be  possible  to 
get  by  on  Social  Security  alone, 
you  won't  have  to. 


American  Society  of  cm  &  chfc 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 
270  Bryn  Mawr  Avenue,  Bryn  Mawr,  PA  19010  (215)  526-2500 


For  a  free  copy  of  "The  Consumers'  Guide  to  Insurance  and  Financial  Services,"  simply  write  to  us. 
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MANUFACTURING! 


A  SMARTER  WAY 
TO  MANUFACTURE 


How  'concurrent  engineering'  can  reinvigorate  American  industry- 


At  its  new  plant  in  Atlanta,  XCR 
Cor]),  is  trying  an  ajijjroach  to 
]Droduct  development  that  could 
put  U.  S.  manufacturing  back  on  a  par 
with  the  Japanese — by  churning  out  bet- 
ter-quality things  faster  and  at  lower 
cost.  Like  most  manufacturers,  xcR  used 
to  develop  products  in  a  series 
of  steps,  starting  with  design 
and  engineering,  then  let- 
ting contracts  for  various 
materials,  parts,  and  ser- 
vices, then  finally  going  to 
production.  Each  step 
was  largely  independent 
of  the  others,  and 
changes  made  at  any  post-  * 
design  stage,  especially  after 
production  started,  caused  major  trau- 
mas. The  late  fixes  would  ripple  back 
through  a  project,  causing  everything 
that  had  gone  before  to  be  reworked 
That  would  delay  the  pi'oduct  and  pu: 
its  costs  through  the  ceiling.  So  XCR 
decided  to  test  a  new  method:  do 
everything  concurrently. 
CLOSE  QUARTERS.  In  Atlanta, 
where  XCR  makes  terminals  for 
checkout  counters,  the  company 
tried  concurrent  engineering  for 
its  latest  machine.  The  work  start- 
ed in  January,  1987,  and  the  prod- 
uct rolled  out  22  months  later — 
half  the  normal  time.  The  ter- 
minal has  85''  fewer  parts 
than  its  predecessor  and  can  be 
assembled  in  two  minutes,  or 
one-fourth  the  time.  That  con- 
vinced XCR.  It  tore  down  the  wall 
that  separates  most  design  and 
manufacturing  departments. 
Now,  all  the  plant's  100-odd  engi- 
neers are  located  in  a  i^ool  of 
identical  cubicles.  When  a  project 
starts  up,  the  engineers  play  mu- 
sical cubicles,  so  the  specialists 
involved  in  design,  software, 
hardware,  purchasing,  manufac- 
turing, and  field  support  all  work 
side  by  side  and  compare  notes 
constantly.  This  makes  for  more 
synergy,  curbs  late  fixes,  and 
achieves    what    William  R. 


Sprague,  XCR's  senior  manufacturing  en- 
gineer in  Atlanta,  calls  "the  overriding 
factor" — getting  products  out  on  time. 

XCR  isn't  alone  in  switching  to  CE. 
American  Telephone  &  Telegraph  Co. 


latched  onto  the  concept  when  it  redd 
signed  its  main  phone-switching  compuj 
ers.  The  total  "cycle  time"  from  conceji 
tion  to  production  was  trimmed  by  mor  . 
than  half  from  the  normal  three  year;  etii 


DESIGN 


MARKETING 


E  N  G  I  N  E  E 


WITH  DESIGN  DECISIONS 
 SO  CRITICAL..  

Design  is  a  tiny  piece  of  the  development  pie,  but  it 
locks  in  the  bulk  of  later  spending 

Percent  of  total  costs* 
Incurred  Committed 


...AND  TRADITIONAL 
ENGINEERING  SO  EXPENSIVE 


The  typical  cost  for  each  change  made  durini  ti 
development  of  o  major  electronics  product 

When  design 
changes  are  made 


CONCEPTION 

3%- 

5% 

40%- 

-60% 

DESIGN  ENGINEERING 

5- 

8 

60- 

-80 

TESTING 

8- 

10 

80- 

-90 

PROCESS  PLANNING 

10- 

15 

90- 

-95 

PRODUCTION 

15- 

100 

95- 

-100 

DURING  DESIGN 


$1 


DURING  DESIGN  TESTING 


10 


DURING  PROCESS  PLANNING 


100 


DURING  TEST  PRODUCTION 


1,000 


DURING  FINAL  PRODUCTION 


10,000  » 


110  BUSINESS  WEEK/APRIL  30,  1990 


'Cumulative 

DATA:  COMPUTER-AIDED  MANUfAQURING-INTERNATIONAL  INC. 


DATA:  DATAQUEST  INC- 


manufacturing  defects  plunged  as 
h  as  877(>.  Deere  &  Co.  began  using 
urrent  engineering  in  the  late  1980s 
has  slashed  the  previous  seven-year 
i  time  for  construction  and  forestry 
pment  by  60%,  saving  30%  of  the 
il  development  costs, 
lese  are  just  2  of  the  11  case  studies 
ivered  in  a  survey  for  the  Pentagon 
he  Institute  for  Defense  Analyses, 
.rlington  (Va.)  researcher  on  defense 
stry  issues.  "The  whole  world  is 
ng  to  the  conclusion  that  something 
this  must  be  done,"  says  Ramana 
iy,  director  of  West  Virginia  Univer- 
s  two-year-old  Concurrent  Engineer- 
Research  Center,  which  is  funded  by 
3efense  Dept.  By  the  year  2000,  pro- 
mts believe,  few  companies  will  re- 


PRODUCTION 


CONCURRENT  ENGINEERING 
PAYS  BIG  DIVIDENDS 


are 


s  from  designing  manufocturability,  quality. 

jse  of  maintenance 

into  the  product  at  the  start 

Percent 

)PMENT  TIME 

30% -70%  less 

EERING  CHANGES 

65-90  fewer 

0  MARKET 

20-90  less 

LL  QUALITY 

200-600  higher 

-COLLAR  PRODUCTIVITY          20-110  higher 

R  SALES 

5-50  higher 

N  ON  ASSETS 

20-120  higher 

main  untouched.  And  that  will  unleash 
the  most  wrenching  cultural  upheaval  in 
manufacturing  in  50  years. 

The  potential  advantages  of  concur- 
rent engineering  have  been  recognized 
for  decades.  But  earlier  calls  for  it  were 
thwarted  by  middle-management  fief- 
doms  and  by  the  lack  of  computerized 
tools  to  spur  cooperation  between  de- 
partments. Now  that  such  tools 
emerging,  top  manage- 
ment is  cracking  down 
and  forcing  design  and 
manufacturing,  in  partic- 
ular, to  collaborate.  More 
and  more  senior  execu- 
tives realize  that  U.  S.  in- 
dustry's problem  isn't 
coming  up  with  novel  de- 
signs, it's  getting  prod- 
ucts out  the  door.  In  the 
1980s,  the  hoped-for  anti- 
dote was  billions  spent  on 
automating  factories, 
where  857'  of  a  product's 
costs  are  incurred.  "But 
we  got  it  just  backward,"  says  Aris  Me- 
lissaratos,  general  manager  of  engineer- 
ing and  manufacturing  operations  for 
Westinghouse  Electric  Corp.'s  Electronic 
Systems  Group. 

It  turns  out  that  no  amount  of  factory 
automation  can  compensate  for  a  poor 
design.  That's  because  up  to  907'  of  pro- 
duction costs  are  preordained  by  design 
decisions  made  long  before  the  blueprint 
reaches  the  shop  floor.  Left  uncorrect- 
ed, overly  complicated  designs  can 
cause  devastating  delays.  In  the  fast- 
track  electronics  sector,  the  accepted 
rule  of  thumb  is  that  the  first  two 
manufacturers  that  get  a  new-gener- 
ation product  to  market  lock  up  as 
much  as  80%  of  the  business.  And 
it's  crazy  to  risk  losing  that 
edge.  McKinsey  &  Co.  calcu- 
lates that  going  50%  over 
budget  during  develop- 
ment to  get  a  product  out 
on  time  reduces  its  total  prof- 
its by  only  47'.  But  staying 
on  budget  and  getting  to 
market  six  months  late  re- 
duces profits  by  a  third. 
"You  can't  afford  to  miss 
the  window,"  says  NCR's 
Sprague.  With  so  much  at 
stake,  nothing  is  likely  to 
head  off  CE.  Not  even  middle 
managers  with  empires  to 
protect. 

FORGOTTEN  IDEA.  The  rOOtS 

of  all  this  trace  back  a  de- 
cade, to  when  Japanese  com- 
panies stunned  their  U.  S.  ri- 
vals by  spewing  out  products 
of  ever-higher  quality  at  low- 


Concurrent 
engineering 
promises  to 
create  the  most 
wrenching  cultural 
upheaval  in 
manufacturing  in 
a  half-century 


er  and  lower  prices.  Even  more  shocking 
were  the  reports  of  study  groups  just 
back  from  Japan:  Production  lines  often 
operated  at  quality  levels  1,0007  better 
than  the  best  comparable  factories  in  the 
U.  S.  This  stemmed  largely  from  the  fact 
that  the  Japanese — emulating  the  way 
American  companies  operated  prior  to 
World  War  II — don't  have  separate  de- 
sign and  manufacturing  functions.  Their 
product  engineers  are 
equally  adept  at  both. 
And  they  tend  to  engi- 
neer quality  into  the 
manufacturing  process, 
while  the  U.  S.  relies  on 
assembly-line  inspections 
to  weed  out  defects. 

Alarmed,  the  leading 
U.  S.  electronics  compa- 
nies decided  they  had  to 
make  quantum  jumps  in 
quality  and  cycle  times. 
What  they  discovered  is 
that  "all  roads  lead  to  a 
few  keys  to  competitive- 
ness," says  Terrance  R.  Ozan,  director 
of  manufacturing  consulting  services  at 
Ernst  &  Young.  "If  you  cut  through  the 
buzzwords,  the  strategic  issues  are  time 
to  market  and  quality,  plus  flexibility  in 
responding  to  changing  customer  needs 
and  market  forces — and  then  cost." 

But  it's  a  lot  easier  to  recognize  this 
than  to  get  companies  to  change  a  style 
that  has  become  ingrained  over  the  past 
50  years.  The  present  method  of  product 
development  is  like  a  relay  race.  The 
research  or  marketing  department 
comes  up  with  a  product  idea  and  hands 
it  off  to  design.  Design  engineers  craft  a 
blueprint  and  a  hand-built  prototype. 
Then,  they  throw  the  design  "over  the 
wall"  to  manufacturing,  where  produc- 
tion engineers  struggle  to  devise  a  way 
to  bring  the  blueprint  to  life.  Often  this 
proves  so  daunting  that  the  blueprint 
has  to  be  kicked  back  for  revision,  and 
the  relay  must  be  run  again — and  this 
can  happen  over  and  over.  Once  every- 
thing seems  set,  the  purchasing  depart- 
ment calls  for  bids  on  the  necessary  ma- 
terials, parts,  and  factory  equipment — 
stuff  that  can  take  months  or  even  years 
to  get.  Worst  of  all,  a  design  glitch  may 
turn  up  after  all  these  wheels  are  in 
motion.  Then,  everything  grinds  to  a 
halt  until  yet  another  so-called  engineer- 
ing change  order  is  made. 

Apart  from  wasting  time,  this  ap- 
proach fosters  bureaucracy.  Layers  of 
jobs  sprout  up  around  each  departmen- 
tal function,  and  the  turf  gets  carefully 
marked  out.  William  D.  Christ,  a  senior 
consultant  at  United  Research  Co.  in 
Morristown,  N.J.,  recalls  seeing  this  in 
1985  at  RCA  Corp.'s  Consumer  Electron- 
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and  make  decisions  themselves 
says  Elmer  R.  Noxon,  director  ^\ 


SPRAGUE  (CENTER  FRONT)  SAYS  NCR'S  NEW  CHECKOUT  TERMINAL  HIT  THE  MARKET  IN  HALF  THE  USUAL  TIME 


ics  Div.,  which  has  since  been  acquired 
by  Thomson-CSF  of  France.  United  Re- 
search consultants  were  there  to  help 
speed  up  development  of  a  new  TV  set. 
But  Christ  recalls  how  an  RCA  design- 
manager  professed  to  hate  dealing  with 
manufacturing  engineers  because  they 
invariably  complained  that  if  the  design- 
ers would  just  get  it  right  the  first  time, 
there  would  not  be  so  many  costly 
changes.  Besides,  added  the  designer, 
his  group  was  hardly  to  blame  if 
manufacturing  could  not  make  what 
the  designers  proposed. 

At  companies  that  are  converting 
to  CE,  there's  no  room  anymore  for 
such  talk.  At  Westinghouse's  Elec- 
tronic Systems  Group,  for  instance, 
both  design  and  manufacturing  have 
been  put  under  one  manager,  Melis- 
saratos.  "I'm  the  embodiment  of  con- 
current engineering,"  he  says.  To 
help  foster  teamwork  among  both 
groups  of  engineers,  he  has  set  up 
shop-floor  laboratories.  Outfitted 
with  the  same  equipment  that  will  be 
used  for  production,  the  labs  are  a 
meeting  ground  where  CE  teams 
prove  out  their  designs. 

That's  just  a  preview  of  the 
changes  in  store  throughout  U.  S. 
manufacturing.  At  Genera!  Electric 
Co.'s  appliance  division,  for  example, 
up  to  21  managers  nnce  had  to  sign 
off  on  designs  and  -hanges.  Now, 
only  a  few  do.  At  Molorola  Inc.'s  ra- 
dio-telephone plant  in  Schaumburg, 
111.,  the  management  'hierarchy  has 
been  trimmed  from  sevi  n  tiers  to  no 


more  than  four.  At  Eastman  Kodak  Co., 
which  is  restructuring  for  CE,  too,  cross- 
functional  teams  are  working  together 
more  smoothly  and  mediating  their  own 
disputes  in  a  fraction  of  the  time  that  it 
once  took. 

"Instead  of  passing  information  from 
one  level  to  the  other,  with  management 
approval  at  each  step,  we  now  have 
teams  that  communicate  electronically 


BORDAGES  AND  ENOCH:  AZON  GOT  RICOH  TRAINING 


Kodak's  engineering  systems 
vision.  "It  eliminates  the  orga^f' 
zational  approval  process."  Ad 
David  G.  Hewitt,  senior  vie 
president  of  manufacturing  tec 
nology  at  United  Research:  "Tl 
really  significant  change  com 
from  unleashing  a  company 
creative  forces,  which  had  bei 
frustrated  by  'me  think,  you  c 
hierarchies 

BRAINSTORMING.  The  transform 
lion  isn't  stopping  at  the  do( 
Since  every  major  product  ma 
in  the  U.  S.  contains  purchase 
parts,  concurrent  engineerii 
must  also  encompass  suppliei 
notes  H.  Barry  Bebb,  a  vice-pn  * 
ident  at  Xerox  Corp.  He  ad 
that  outside  parts  account 
over  half  the  value  added  of  X«|*' 
ox's  copy  machines.  In  su 
cases,  suppliers  must  be  brougl;  - 
in  on  day  one,  to  get  the  san 
head  start  as  the  rest  of  tlf''*' 
product  development  team 

"Having  the  right  relationshP"'! 
with  your  vendors  is  absolutely  fund 
mental,"  says  Edward  J.  Kfoury,  pre  i^' 
dent  of  IBM's  industrial  Sector  Div. 
you  hold  your  vendor  to  the  same  sta 
dards  [of  quality,  timeliness,  and  man 
facturability],  and  provide  him  with  t 
same  tools,  then  it  doesn't  matter  whet 
er  you  do  it  or  the  vendor  does  it. 
becomes  an  economic  decision" — wiff'* 
can  do  it  best. 

Using  concurrent  engineering 
harness  the  ingenuity  of  Americ^E 
small  manufacturers  could  spark 
industrial  renaissance.  Small  and  rrfpst 
dium-size  companies  are  the  bac  'f- 
bone  of  U.  S.  industry.  Every 
manufacturer  depends  on  them.  Y 
most  smaller  companies  lag  a  deca 
l)ehind  in  adopting  new  manufacti 
ing  technology.  To  help  bring  the 
up  to  speed,  the  National  Institute 
Standards  &  Technology  has  moui  W 
ed  a  campaign  patterned  after  t  P 
Agriculture  Dept.'s  extension  servi  to 
(page  113).  Combined  with  the  m 
sionary  work  of  bigger  companif 
the  result  could  be  a  massive  techn^ 
ogy-transfer  program.   And  th 
would  provide  American  indust 
with  new  sources  of  rich  expertis 
improving  its  ability  to  respond  quic  » 
ly  to  market  shifts. 

The  Japanese  already  know  th' 
Customarily,  they  go  to  great  lengt 
to  help  suppliers  strengthen  theftipi 
businesses — even  though  the  suppli 
may  then  sell  to  a  rival  producer.  I 
coh  Co.,  a  leading  builder  of  facsim: 
machines,  actually  put  Azon  Cor] 
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lerica's  top  producer  of  blueprint  pa- 
into  the  fax-paper  business.  First, 
;oh  licensed  its  technology  to  the  pri- 
:ely  held  Johnson  City  (N.  Y.)  compa- 
,  Then,  it  trained  Azon's  engineers  in 
3an.  Azon  cranked  up  production  last 
tumn,  not  as  Ricoh's  captive  supplier 
t  as  an  independent  producer.  Normal- 
even  Japanese  companies  don't  go 
it  far.  But  Ricoh  could  not  find  an 
lerican  papermaker  that  measured  up 
its  standards  for  quality  and  produc- 
ity,  and  Keiji  Endoh,  chairman  of  its 
w  Jersey-based  U.  S.  operation,  felt  it 
oortant  to  domestically  source  more 
the  products  Ricoh  sells  in  the  U.  S. 
rhat  doesn't  mean  Ricoh  will  tolerate 
)ddy  v/ork,  as  Azon  President  William 
Bordages  found  out.  Though  Azon 
5  sold  blueprint  paper  in  Japan  for  40 
irs,  Bordages  was  stunned  by  Ricoh's 
iiands.  It  sent  teams  to  audit  Azon's 
)duction  methods  and  quality  assur- 
;e  procedures — plus  its  management 
ictices  and  finances.  "We  had  to  tell 
;m  things  we  don't  even  tell  our  moth- 
1,"  says  Bordages. 

3ut  in  the  end,  he  adds,  the  exercise 
)ved  worthwhile.  "We  learned  as 
ich  from  the  paces  they  put  us 
•ough — about  how  to  make  this  a  bet- 
company — as  they  did  about  us." 
•st  U.  S.  companies  that  supply  Japa- 
56  outposts  in  the  U.  S.  tell  the  same 
iry.  At  first,  the  Japanese  seem  "un- 
Lsonable,  inflexible,  and  relentless," 
^s  one  American  executive.  Then,  it 
idually  becomes  clear  that  they  are 
ing  the  foundation  for  a  long-term 
ationship  that  will  benefit  both  par- 
3.  Ultimately,  the  U.  S.  suppliers  won- 
'  why  their  U.  S.  customers  are  so  lax. 
APE  UP.  Now,  some  are  wising  up.  Mo- 
ola  believes  that  suppliers  should  par- 
ipate  in  concurrent  engineering  proj- 
:s — but  only  if  they  can  match 
)torola's  internal  standards  for  quali- 
So  the  word  went  out  from  former 
airman  Robert  W.  Galvin:  shape  up 
1995,  or  kiss  off  future  business  with 
)torola.  To  help  suppliers  meet  its 
ais.  Motorola  sends  its  engineers  on 
pection  visits  to  audit  their  progress 
quality  and  help  them  over  humps. 
)torola  doesn't  overlook  anyone,  not 
?n  tiny  Custom  Rubber  Co.,  a  $2  mil- 
n  producer  of  rubber  parts  in  Cleve- 
id.  Owner  William  H.  Braun  says  Mo- 
•ola  engineers  helped  him  set  up  a 
ality  assurance  system,  and  they  con- 
ue  to  monitor  it.  They  don't  just  want 
"0  defects,  says  Braun,  "they  want  to 
ow  why  there  are  no  defects." 
rhe  latest  computerized  tools  are  mak- 
l  concurrent  engineering  much  easier, 
mputer-aided  design  (CAD)  systems 
w  capture,  in  three-dimensional  mod- 
;,  all  the  information  needed  by  such 
ownstream"  functions  as  purchasing 
d  manufacturing.  Ongoing  efforts  to 


FOR  MANUFACTURERS,  A  TASTE 
OF  HIGH-TECH  MEDICINE 


For  Dominick  Martorana  and  his 
Highland  (N.  Y.)  machine  shop, 
perestroika  is  bad  news.  High- 
land Manufacturing  Inc.,  which  makes 
specialty  metal  parts  for  computers, 
cars,  and  printing  presses,  already 
faced  cutthroat  competition  from  Japa- 
nese and  other  U.  S.  companies.  Now, 
it's  having  to  deal  with  Poland,  too. 

But  Martorana  has  found  help — 
from  the  Commerce  Dept.'s  National 
Institute  of  Standards  &  Technology. 
NIST  agents  are  teaching  the  shop's  15 
employees  computer-aided  manufactur- 
ing. That  lets  workers  program  their 
machines  electronically  instead  of  do- 
ing it  by  hand  from  blueprints.  Martor- 
ana figures  such  changes  could  slash 
production  times  for 
many  jobs  in  half — if 
more  small  compa- 
nies knew  what  to  do. 
"The  government  has 
to  help,"  he  says. 

It  is.  NIST,  formerly 
the  National  Bureau 
of  Standards,  has  set 
up  three  regional  cen- 
ters— in  Ohio,  South 
Carolina,  and  upstate 
New  York — to  be  the 
technological  equiva- 
lents of  agricultur- 
al extension  agents. 
Having  worked  on 
300  projects  in  the 
year  they  have  been 
open,  they  are  discovering  how  back- 
ward many  U.  S.  manufacturers  are. 
"Most  companies  are  still  doing  man- 
ual drafting,"  says  Steven  E.  Eisele, 
assistant  director  of  the  South  Carolina 
center.  "We  explain  that  today's  global 
markets  demand  that  they  automate." 
TOKEN  EFFORT?  Some  early  reviews  of 
the  centers  have  been  glowing.  Take 
Unico  Inc.,  a  Beacon  (N.  Y.)  maker  of 
custom  countertops  and  shower  doors. 
It  bought  a  $250,000  computer-con- 
trolled router  to  help  cut  countertops. 
But  it  took  30  minutes  to  program  the 
machine — nearly  as  long  as  to  do  the 
work  by  hand.  So  Vice-President  Joe 
Guarneri  called  in  NiST's  experts. 
"They  said,  'You  don't  need  all  the 
software  you  bought,'  "  he  recalls,  and 
wrote  software  that  cut  programming 
time  to  10  minutes. 

Thanks  to  NIST,  TCM  Manufacturing 
USA  Inc.,  a  Columbia  (S.  C.)  forklift 
builder,  is  acquiring  robotic  welding 
equipment.  It  would  have  taken  TCM 
two  years  to  fund  a  feasibility  study  on 


using  robots  for  painting  and  welding, 
but  a  NIST  center  did  it  in  three 
months.  TCM  General  Manager  George 
E.  Windish  plans  by  summer  to  buy 
the  robots  needed  to  weld  forklift  ax- 
les— and  boost  productivity.  "I  don't 
know  if  this  is  the  answer  to  global 
competition,"  he  says.  "But  it  is  a  piece 
of  the  puzzle." 

How  big  a  piece  remains  to  be  seen. 
For  one  thing,  the  NIST  program  is  de- 
signed to  benefit  strong  companies 
that  can  use  state-of-the-art  technol- 
ogy. That  leaves  out  more  than  90%  of 
small  manufacturers,  who  don't  need 
that  level  of  advanced  equipment. 

Beyond  that.  Uncle  Sam's  help  may 
not  last.  Wary  of  the  least  move  to- 


NIST  CONSULTANTS  DOUGLAS  BALDREY  AND  FRANK  RAYMOND 
HELPED  UNICO'S  GUARNERI  (CENTER)  CUT  COUNTERTOPS  OUICKER 


ward  industrial  policy.  President  Bush 
earmarked  only  $5  million  for  the  cen- 
ters in  fiscal  1991,  down  from  the  $7.5 
million  authorized  by  Congress  for 
1990.  As  a  result,  the  nine  centers  on 
the  drawing  boards  have  been  delayed. 
"The  government  hasn't  shown  that  it 
has  the  will  to  make  this  work,"  says  a 
frustrated  official  in  the  Commerce 
Dept.,  where  initial  senior-level  opposi- 
tion has  shifted  to  lukewarm  support. 

For  the  program  to  enhance  Ameri- 
ca's competitive  standing  would  re- 
quire vast  sums.  The  Congressional  Of- 
fice of  Technology  Assessment  esti- 
mates that  Japan's  government  spends 
$31  billion  on  technology  extension  and 
loans  to  small  business  each  year.  The 
U.  S.  total,  including  state  and  local 
spending,  is  more  like  $50  million.  And 
it  reaches  only  about  2%  of  the  nation's 
360,000  small  manufacturers.  That 
makes  technology  extension  just  one 
more  area  in  which  America  is  behind. 

By  John  Carey  in  Washington,  with  Za- 
chary  Schiller  in  Cleveland 
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Microsoft  makes  over  50  software 
products  for  three  types  of  personal  com- 
puter platforms:  IBM'  PCs  and  compat- 
ibles, Macintosh' and  PCs  running  OS/2. 

A  wide  variety,  indeed. 

Yet,  there  is  unparalleled  consisten- 
cy among  Microsoft  software. 

It  started  15  years  ago,  when  we 
set  out  to  create  powerful  products  that 
are  easy  to  use. 

No  ifs,  ands  or  buts. 

This  credo  isn't  above  the  door  as 
you  walk  in,  or  on  our  Softball  jerse}^.  But 
it  is  apparent  in  every  product  we  research, 
develop  and  manufacture. 

No  other  software  company  has 
proven  to  be  this  consistent. 

Which  makes  us  different.  By  not 
being  that  different  at  all. 

MlCROSOFT^  PRODUCTS  HAVE 
SOME  VERY  COMMON  TRAITS. 

By  design,  Microsoft  applications 
will  work  the  same  on  all  of  today's  per- 
sonal computers. 

For  example,  Microsoft  Excel,  our 
spreadsheet,  for  Macintosh,  Windows" 
and  OS/2  Presentation  Manager  systems, 
will  share  a  majority  of  their  respective 
programs.  A  policy  that  creates  uncanny 
similarities  across  all  three  platforms. 

Secondly,  throughout  our  word  pro- 
cessing, spreadsheet,  graphics  and  inte- 
grated software,  you'll  find  consistency  in 
our  pull-dowTi  menus,  graphical  symbols 
(called  icons),  even  basic  commands. 
Everything  that  can  be  standardized,  is. 

So  working  with  multiple  applica- 


feepingit 

tions,  exchanging  data,  or  sharing  files 
with  co-workers,  becomes  quite  simple. 
Overall,  the  benefit  is  clear 
Once  you  learn  one  Microsoft  prod 
uct,  >T)u're  well  on  your  way  to  knowing 
how  to  use  all  Microsoft  products. 
A  trait  you'll  find  endearing. 


let 
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flie  same. 

WITH  Our  software, 
Pictures  do  The  talking. 

A  picture  is  much  more  interesting 
)  look  at  than  words. 

You  can  gain  more  knowledge  in 
^ss  time  from  pictures.  Universally,  more 
eople  can  understand  pictures. 


Microsoft,  suffice  it  to  say,  is  big  on 
pictures.  Which  is  why  our  products  have 
a  liberal  dose  of  them. 

In  technical  terms,  it's  called  graph- 
ical user  interface,  or  GUI. 

What  it  all  means  is  that  complex 
command  sequences  are  replaced  with  a 
simple  point  and  click. 

In  turn,  you  get  more  access  to  the 
power  of  toda/s  PCs.  Making  you  more 
productive.  Building  your  confidence  to 
try  new  things.  Creating  new  opportuni- 
ties and  a  new  outlook  for  you. 

You  get  the  picture. 

THE  MORE  THINGS  CHANGE, 
THE  MORE  THEY  STAY  THE  SAME. 

The  personal  computer  industry 
will  continue  to  grow  at  a  tremendous  rate. 

And  we'll  be  a  big  part  of  it.  But  it 
won't  change  us.  We'll  continue  to  make 
software  that's  more  powerful,  while  si- 
multaneously making  it  easier  to  use. 

For  more  information  on  any  of  our 
products  from  systems,  languages  and 
local  area  networks  to  applications,  call 
(800)  541-1261,  Department  L17. 

You'll  see  how  everything  fits  to- 
gether And  how  Microsoft  products  for 
different  types  of  personal  computers  look 
and  work  the  same. 

Which  means  that  by  design,  entire 
corporations  can  use  Microsoft  software. 

One  person  at  a  time. 

Mkmsoft 

Making  it  all  make  sense" 


">le  Computer.  Incorporated.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.© 1990 Microsoft  Corporation.  All  rights  reserved. 


standardize  c:ad  data  mean  that  it's  pos- 
sible to  work  on  the  same  model  with 
the  various  brands  of  CAD  and  computer- 
aided  engineering  systems  owned  by  a 
company  and  its  suppliers.  And  new 
electronic  data-management  systems  as- 
sure that  all  team  players  use  the  latest 
version  of  the  design,  not  one  that  was 
updated  hours  or  days  earlier  by  another 
department.  So,  unlike  a  few  years  ago, 
it  is  now  feasible  to  do  concurrent 
engineering  on  a  global  scale,  link- 
ing hundreds  of  engineers  around  the 
world. 

One  such  extended  family  was  hon- 
ored last  October  with  the  Society  of 
Manufacturing  Engineers'  annual  award 
for  excellence  in  computer-integrated 
manufacturing.  Digital  Equipment 
Corp.'s  Storage  &  Information  Manage- 
ment Group  collected  the  prize  for  the 
network  that  produces  its  new  hard-disk 
drive.  Design  is  coordinated  from  the 
group's  Colorado  Springs  headquarters 
for  final  assembly  that  takes  place  in 
two  clean  rooms,  one  in  Colorado 


M<GRATH:  HE  WANTS  A  PAPERLESS  PENTAGON 


Springs,  the  other  in  Kaufbeuren,  West 
Germany.  Components  arrive  at  the  two 
sites  from  DEC  plants  in  Arizona,  Massa- 
chusetts, and  Puerto  Rico.  And  the  parts 
for  those  come  from  suppliers  as  far  off 
as  China.  "Concurrent  engineering  had 
to  be  part  of  the  program,"  says  Char- 


lotte Frederick,  product  technology  mar 
ager  at  the  storage  unit.  Given  the  coj 
of  the  two  clean  rooms — $50  millio 
each — "we  couldn't  afford  to  develo 
products  that  weren't  manufacturable. 
TOOL  KIT.  Improved  computer  system 
may  even  bring  CE  to  the  biggest  cu; 
tomer  of  all,  the  Pentagon.  It  has  bee 
working  since  the  mid-1980s  to  convei 
its  mountains  of  paper  into  compact  dig 
tal  information.  Michael  F.  McGrath,  d''j 
rector  of  the  Pentagon's  billion-dolls 
Computer-aided  Acquisitions  Logist: 
Support  (CALS)  program,  notes  that  thf 
cruiser  Vincennes  would  ride  3V2  inch^" 
higher  if  it  could  jettison  the  23  tons 
paper  documents  relating  to  the  care  c 
its  various  systems.  But  CE  is  what  he 
really  after.  Already,  new  proposals  an 
engineering  designs  must  be  submitte 
to  the  Defense  Dept.  on  computer  tap'' 
or  disks.  "What  CALS  is  bringing  to  th  " 
table,"  says  McGrath,  "is  the  set  of  toofl^' 
that  lets  you  achieve  the  potential 
concurrent  engineering." 

Indeed,  once  the  Pentagon  gave  CAI 
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FORD  HAS  A  BETTER  IDEA: 
LET  SOMEONE  ELSE  HAVE  THE  IDEA 


When  workers  at  Ford's  Lorain 
(Ohio)  factory  ran  into  brake 
assembly  trouble  on  Cougar 
and  Thunderbird  cars  last  August,  Ben- 
dix  Vice-President  William  C.  King  field- 
ed the  complaint.  The  offender,  plant  of- 
ficials said,  was  ill-formed  tubing.  "We 
don't  make  that  part,"  King  replied,  and 
he  was  right.  Still,  it  was  his  problem, 
and  he  fixed  it. 

Under  a  broad  agreement  with 
Ford  Motor  Co.,  the  Bendix  Automo- 
tive Systems  Group  Div.  of  Allied-Sig- 
nal Inc.  is  responsible  for  the  entire 
brake  system — from  the  drawing 
board  to  the  factory  floor.  More  and 
more  with  suppliers,  Ford  just  speci- 
fies a  part's  function  and  lets  the 
parts  maker  handle  the  design  as  well 
as  the  manufacturing.  It's  a  logical 
extension  of  concurrent  engineering, 
designed  to  snip  time  from  develop- 
ment cycles,  tap  into  outside  exper- 
tise— and  give  U.  S.  carmakers  a  leg 
up  against  the  Japanese. 

Involving  suppliers  more  closely  has 
paid  off  handsomely  for  the  No.  2  auto 
maker.  Since  1980,  the  average  quality  of 
Ford  products  has  jumped  697<  (chart), 
and  the  company  currently  leads  the  Big 
Three  with  fewest  defects.  Partly  as  a 
result.  Ford  has  gained  two  points  of 
market  share,  to  247o,  grabbed  mostly 
from  General  Motors  Corp.  Now  comes 


the  acid  test:  Over  the  next  decade.  Ford 
wants  to  catch  up  with  the  Japanese  on 
quality  and  learn  to  develop  new  cars 
just  as  fast  as  they  do,  instead  of  taking 
one-third  longer.  That  will  only  happen  if 
it  keeps  improving  relations  with  the  peo- 
ple who  make  its  parts. 

The  company  started  in  this  direction 
with  its  Ql  program,  announced  in  1981, 
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FORD  NARROWS  THE  QUALITY  GAP 
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whicii  set  strict  quality  guidelines  for 
suppliers.  It  has  since  buttressed  that 
with  a  new  program  called  Total  Quality 
Excellence  that  helps  suppliers  manage 
all  aspects  of  their  businesses,  from 
product  engineering  to  inventory  control. 
With  the  help  of  quality  guru  W.  Ed- 
wards Deming,  Ford  also  set  up  the 
American  Supplier  Institute,  which  fills 


parts  makers  in  on  new  approacl 
improve  their  quality  and  product! 

The  changes  this  has  led  to  are  d 
Today,  about  70%  of  Ford's  procur 
dollars  go  to  suppliers  that  concur 
engineer  components.  For  instance 
Inc.  both  manufactures  and  d( 
Ford's  air  bags  and  seat  belts.  ' 
right  there  from  the  concept  stage 
new  car,  says  Charles  L.  Miller,  g 
manager  of  TRW  Occupant  Restrai: 
terns.  TRW  even  picks  up  the  wa: 
coverage  on  its  products:  If  retur 
ceed  Ford's  histoi'ical  levels,  TRW  al 
the  difference.  If  they  are  less,  TRV\ 
ets  the  savings.  And  TRW  helps 
reduce  costs.  Ford  demands  tl 
suppliers  reduce  their  prices  an 
age  of  5%  a  year,  after  inf 
TRW's  targets  are  even  more 
tious:  Since  1987,  it  has  trimmi 
tab  for  its  air  bags  by  $200,  tc " 
for  a  9.1%  annual  savings — an 
shooting  for  a  price  of  $300  by 

SQUEEZE  PLAYS.  Now,  Ford's 

lenge  is  to  keep  the  momentum 
When  the  U.  S.  auto  industry 
skidding  in  the  early  1980s,  Fo 
ecutives  decided  that  only  a  i 
transformation  in  corporate  c  ^ 
could  restore  competitiveness, 
then,  playing  contractors  off  again 
another  in  hopes  of  squeezing  out 
workmanship  and  lower  prices  was 
thing  of  a  game.  "Each  Monday  ""^ 
meet  and  decide  which  suppliers  w< 
going  to  beat  up  on,"  recalls  Lawre 
Sullivan,  a  former  manager  of  si 
quality  assurance.  The  pressure  1 '! 
lid  on  prices,  but  quality  suffered 
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green  light,  Lieutenant  General  John 
'Mike"  Loh,  commander  of  the  Aero- 
tical  Systems  Div.  (ASD)  at  Wright- 
person  Air  Force  Base,  figured  it  was 
!  for  the  next  step.  "We're  not  going 
throw  designs  over  the  wall  any 
e,"  declares  Loh.  "We've  got  to  raise 

stature  of  the  manufacturing  and 
1-support  communities  to  the  level  of 
gn  engineers,  who  until  now  have 
1  calling  the  shots."  To  get  that  mes- 
i  across,  asd  plans  to  "disestablish 
jxisting  organization,"  says  John  C. 
pin,  Loh's  deputy  on  engineering  and 
lity  matters.  The  division's  1,700  de- 
i  and  systems  engineers  will  be 
ged  with  several  hundred  manufac- 
ng  and  maintenance  engineers  now 
ther  Air  Force  units.  "ASD  will  lead 
jxample,  not  just  go  out  and  try  to 
3one  the  contractors  into  adopting 

Halpin  says. 

alpin  thinks  that  could  take  7  to  10 
's.  That  dovetails  with  the  experience 
he  CE  pioneers.  Even  in  small  compa- 
,  recasting  the  corporate  culture 
;s  five  years  or  more.  But  it  has  to 
done,  says  Loh,  because  American 


MEUSSARATOS:  HE  HEADS  BOTH  DESIGN  AND 
MANUFACTURING  AT  WESTINGHOUSE 


industry  is  "going  to  be  in  even  deeper 
trouble  in  the  1990s"  if  it  doesn't  act 
soon — and  keep  acting.  "This  is  a  never- 
ending  journey,"  says  IBM's  Kfoury. 
"You  must  never  get  to  the  point  where 
you're  satisfied."  Since  1985,  IBM  has  cut 
its  cycle  time  for  large  systems  in  half. 


to  less  than  three  years.  Yet  Big  Blue  is 
far  from  content.  The  new  five-year 
goal,  set  by  Chairman  John  F.  Akers,  is 
to  be  far  better  still. 

Certainly,  the  overriding  lesson 
learned  from  the  push  to  concurrent  en- 
gineering is  that  America's  shortcom- 
ings in  producing  high-quality  products 
inexpensively  and  getting  them  to  mar- 
ket on  time  are  largely  the  result  of  self- 
fulfilling  prophecies.  Until  now,  compa- 
nies have  assumed  that  since  it  seemed 
unlikely  that  functions  as  different  as 
design  and  manufacturing  could  work 
together,  they  should  do  their  jobs  sepa- 
rately. And  expecting  things  to  get  done 
right  the  first  time,  whether  in  design  or 
manufacturing,  seemed  too  absurd  to  be 
realistic.  As  trivial  as  it  may  sound,  the 
remedy  turns  out  to  be  really  simple: 
aim  higher. 

By  Otis  Port  in  New  York,  with  Zachary 
Schiller  in  Cleveland,  Resa  W.  King  in 
Stamford,  Conn.,  and  bureau  reports 
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.  Leon  Piecuch,  Ford's  current 
of  supply  policy  and  planning: 
sre  we  wrong."  Since  then.  Ford 
e  lots  of  progress.  It  now  buys 
0%  of  the  parts  for  each  of  its 
under  five-year  contracts  with 
lurces,  though  the  lineup  of  sup- 
n  vary  from  model  to  model, 
ome  old  habits 
I.  Although  the 
ee's  top  manag- 

of  cooperation, 
3vel  purchasing 
s,  who  tradition- 
i  held  sway  over 
decisions,  have 
w  to  cede  power, 
ole  has  changed, 
sy  are  having 
accommodating," 

executive  at  a 
supplier.  Some 
ompanies  com- 
lat  after  they 
/ested  time  and 
0  become  Ford's 
the  job  has  been 

to  someone  else, 
ts  say  Ford  is 
ly  to  do  this  than 
u-ysler  Corp.,  but 
oblem  lingers 
)etroit.  "There  is 
ual  trust,"  says  John  W.  Day, 
t  of  Allied-Signal's  automotive 

Most  of  the  Big  Three's  design 
are  with  companies  with  know- 
y  lack.  By  contrast,  Detroit  has 
ignored  smaller  suppliers  that- 
L  such  everyday  components  as 


plastic  trim  or  air  vents.  The  auto  compa- 
nies "are  arrogant  as  hell,"  complains 
the  head  of  one  Midwestern  parts  maker, 
who  sees  as  much  "lip  service"  as 
partnership. 

That  still  leaves  the  Japanese  with  an 
edge  when  it  comes  to  help  from  suppli- 
ers. Honda  Motor  Co.,  for  instance,  will 


Honda.  Only  1 


FORD  AND  OUTSIDE  ENGINEERS:  INVOLVING  SUPPLIERS  MORE  CLOSELY  HAS  PAID  OFF 


work  with  suppliers  for  decades,  vs. 
Ford's  five-year  agreements.  Honda 
helped  many  companies  that  began  by 
making  motorcycle  parts  for  it  in  the 
1970s  to  graduate  to  auto  parts  in  the 
1980s,  when  Honda  launched  production 
of  the  Accord  at  its  Marysville  (Ohio) 


plant.  Moreover,  Honda  goes  further 
than  Ford  does  to  teach  its  suppliers  new 
processes  and  techniques  that  can  boost 
quality  or  lower  costs. 

Two  years  ago,  for  example,  an  Ohio- 
based  supplier  struggled  to  paint  the  mo- 
torcycle parts  it  had  begun  selling  to 
in  20  was  deemed  fit  to 
ship  without  reworking. 
Tom  Griffith,  senior  engi- 
neer for  Honda's  pur- 
chasing staff,  recruited 
15  Honda  volunteers, 
who  spent  their  week- 
long  Fourth  of  July  vaca- 
tion coaching  the  suppli- 
er's workers.  By  the  end 
of  the  week,  four  out  of 
five  parts  were  accept- 
able after  the  first  pass. 

That  kind  of  commit- 
ment to  suppliers  has 
been  a  big  advantage  for 
Honda,  whose  cars  con- 
sistently rank  high  in 
evaluations  by  Consum- 
er Reports  magazine. 
And  its  best-selling  Ac- 
cord has  made  Road  & 
Track  magazine's  10-best 
list  for  11  years  running. 

Up  against  the  likes  of 
that,  U.  S.  carmakers  still 
have  ground  to  make  up.  "They  have 
some  damn  tough  competition,  and  so 
far,  they're  losing,"  says  Bendix'  King. 
To  win  the  blue  ribbon,  Detroit  still  must 
turn  more  parts  makers  into  allies. 

By  David  Woodruff  in  Detroit,  ivith  Ste- 
phen Phillips  in  Cleveland 
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Dt  SWEAT  AND  TEARSl 


These  days  it  takes  a  lot  more  than  promises 
to  keep  your  inf  ormatkm  ^stem  up-to-date 
and  profitable. 

Years  ago  you  hoi^httechnok^  because 
you  dkkit  have  anylbda^  you  might  think 
you've  got  too  much. 

Vyie  think  you're  righLThafs  why  we  %vant  to 
sit  down  with  you  and  find  out  where  your 
systems  arentworkir^  and.  more  importantty; 
where  they  are. 

Then  wel  do  what  it  takes  to  make  it  al  work 
more  efficiently  and  profitatily 

We  dkl  that  recently  at  lOopman  Fabrkrs.  a 
dMsion  of  Burlii^on  Industries.  In  just  half  the 
time  others  saki  it  wouM  take,  our  team 
des^Kd  a  total  manulactorii^  ^stem  f  or 
them. 

Wei  work  with  you  until  your  goals  are  met— 
notjustoursL 

We  wil  only  sel  you  powerful  products,  rich  in 
functNin.that  wil  easily  fit  into  your  operatkm. 

So,  if  you've  got  a  fight  on  your  hands  and 
you  need  hardware,  software,  networkii^  and 
int^pratkm  sohjtk)ns,cal  us. 

Unisys.  We  say  what  we  mean.  And  we  back  it 
up  with  more  ttian  just  wordSu 


€) 1990  Unisys  CorpofatMn. 
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Driving 


YOU  DON'T  HAVE  TO  PAY 
THE  MAXIMUM  FOR  A 


In  the  1980s,  the  minivan 
become  the  vehicle  of  the 
American  Dream,  offering 
families  a  capacious  package 
of  versatility  and  functional 
styling.  Savvy  car  buyers  re- 
alized that  a  minivan  provides 
the  benefits  of  a  small  pickup 
truck  in  a  vehicle  more  remi- 
niscent of  a  family  sedan. 

Chrysler's  minivans  led  the 
parade.  Derived  from  a  car 
design,  they  offered  a  car-like 
ride  and  handling.  In  contrast, 
minivans  from  Ford,  General 
Motors,  Toyota,  Nissan,  and 
Mitsubishi  were  derived  from 
trucks  and  drove  like  trucks. 
The  venerable  Volkswagen 
Vanagon,  the  premier  1960s 
minivan,  lost  its  lead  because 
of  an  underpowered  engine. 

But  Chrysler  will  face  more 
formidable  challengers  in  the 
1990s.  Mazda,  GM,  and  Toyota 
have  been  busy  unveiling 
models  that  ride  and  drive  like 
cars.  The  latest,  the  Toyota 
Previa,  went  on  sale  in  April. 
The  added  choices  give  shop- 
pers more  leverage  over  price. 

Here's  a  roundup  of  serious 
competitors.  Prices  exclude 
taxes  and  destination  charges. 
■  Chrysler  Town  &  Country. 
At  a  lofty  $25,000,  it  boasts  all 
the  strong  points  of  Chrys- 
ler's other  minis:  a  comfort- 
able and  commanding  driver's 
seat,  plenty  of  vim  in  the  3.3- 
liter  V-6,  lots  of  space  in  the 
front  storage  compartments 
and  the  cargo-carrying  rear, 
and  a  separate  heating  con- 
trol for  the  back  seats.  For 
nearly  $7,000  extra,  what  else 
do  you  get?  Mark  Cross  leath- 
er seats,  fake  wood-grain  out- 
side panels,  and  a  fancy  grill. 

Alternative:  The  Plymouth 
Grand  Voyager  and  Dodge 
Grand  Caravan,  at  $18,325,  of- 
fer everjthing  that's  right 
about  the  Town  &  Country, 
but  you  can  choose  the  frills 
you  want.  What  makes  them 


▼  WANT  BUCKET  SEATS? 
THEY  CUT  CARGO  SPACE 


A  THE  TOYOTA  PRIVIA: 
RADICALLY  REDESIGNED 


"Grand,"  compared  with  the 
standard  Voyager  and  Cara- 
van, is  that  they're  17 '/a  inch- 
es longer,  and  $2,200  to  $2,700 
more.  The  extra  space  is 
worth  it.  Come  fall,  Chrysler 
will  soften  the  edges  of  the 
dated,  boxy  styling  and  add 
as  options  four-wheel  drive 
and  perhaps  antilock  brakes. 
■  Mazda  MPV  4WD.  "Mulitpur- 
pose  vehicle  with  four-wheel 
drive"  is  what  the  numbers 
and  letters  mean.  It  has  pa- 
nache and  contemporary  styl- 
ing without  compromising 
functional  appeal.  Controls 


DASHBOARD  CONTROLS 
ARE  CLOSE  AT  HAND 

►  THE  EHGINE  RESTS 
UNDER  THE  FLOOR 


are  within  easy  reach,  and  the 
four-speed  automatic  trans- 
mission is  quite  smooth.  The 
rear  seat  folds  forward  but 
doesn't  come  out,  sharply  re- 
stricting cargo  space. 

For  $18,894,  you  get  nearly 
all  the  Chrysler  benefits,  plus 
better  styling  and  on-demand 
four-wheel  drive.  However, 
4WD  costs  you  a  20-inch  climb 
up  to  the  driver's  seat.  That's 
only  two  inches  steeper  than 
Chrysler's  van,  but  it  feels 
like  much  more.  While  any 
other  minivan's  side  doors 
slide  open,  Mazda's  swing 
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open,  which  can  be  awkwa 
in  parking  lots.  The  glovebrtr; 
is  barely  big  enough  for  t'er 
owner's  manual,  a  map,  and  ttt 
Kleenex. 

Alternative:  Mazda  offefe] 
an  MPV  without  four-whtj^- 
drive  for  $14,944.  That  brin, 
the  step-in  height  within  rd)ir 
son,  but  the  rear-drive  mocj; 
is  susceptible  to  crosswinds 
■  Oldsmobile  Silhouette.  T 
George  Jetson  spaceship 
sign  makes  this  minivan,  a; 
its  two  GM  clones,  the  mCK^; 
distinctive  on  the  road.  T  n 
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PERSONAL  BUSIN  o 


ply  sloping  windshield  has 
vn  fire  because  it's  almost 
3ssible  for  a  driver  unfa- 
ir with  it  to  know  exactly 
re  the  front  end  is.  Three 
s  behind  the  wheel, 
igh,  and  you'll  adjust. 

bigger  problem:  The  V-6 
ine  sends  its  power 
ugh  a  barely  adequate 
e-speed  transmission.  And 

instrument  panel  seems 
tered,  while  the  doors  re- 
e  a  good  yank  to  open  and 
ilid  slam  to  close.  Yet  its 
195  sticker  is  the  lowest 
he  four  top  models, 
n  the  plus  side,  the  driv- 

seat  offers  superb  sup- 


port and  comfort,  while  the 
34-pound  rear  seats  pop  out  in 
seconds.  If  you've  ever  strug- 
gled for  a  half-hour  to  remove 
another  mini  van's  rear  seats 
to  make  space  for  camping 
gear,  you'll  appreciate  that. 

Alternative:  The  Chevrolet 
Lumina  apv  offers  almost  ev- 
erything the  Silhouette  does 
for  as  low  as  $18,995. 
■  Toyota  Previa.  The  newest 
minivan  is  a  radical  departure 
from  its  bo.xy  predecessor:  It 
has  the  bulbous  profile  of  a 
crouching  frog.  The  dash- 
board swoops  outward  at  the 
center,  Star  Trek-style,  to 
place  heating  and  audio  con- 


trols close  at  hand.  And  half 
of  the  rear  seat  folds  up  to 
allow  easier  storage  of  cargo. 
Although  there's  no  V-6,  the 
four-cylinder  engine  seems  up 
to  most  demands.  You  can 
also  get  a  four-wheel  drive 
system  that  operates  all  the 
time,  but  that  option  pushes 
the  base  price  to  $21,308. 

That's  heading  into  luxury 
territory,  but  this  is  no  Lexus. 
The  Previa's  engine  rests  un- 
der the  floor  between  the 
front  seats.  Even  though 
Toyota  tilted  it  75  degrees, 
there's  still  a  hump.  Between 
that  and  a  ceiling-mounted 
passenger  fan,  you  have  to 


bend  over  double 
to  get  from  the  front  to  rear 
seats.  If  you  choose  two  sepa- 
rate seats  for  the  second  row 
instead  of  a  bench,  note  that 
they're  bolted  down.  Plus,  the 
shortened  front  end  leaves 
too  little  room  for  the  driver's 
left  foot  and  places  little  more 
than  the  battery  between  you 
and  a  head-on  collision. 

Alternative:  Without  the 
four-wheel  drive,  a  stripped 
Previa  goes  for  $13,988.  But 
with  Previas  just  arriving  at 
dealerships,  don't  expect  to 
find  too  many  base-price  mod- 
els soon.  Jim  Tnrce 


Potables 


SHT-ALCOHOL 
■ER'S  NEW 
UWYWEIGHTS 


po  dedicated  beer  drink- 
ers, a  brew  without  alco- 
hol is  about  as  exciting 
L  tofu  hot  dog.  But  brew- 
believe  a  growing  number 
onsumers  want  the  taste 
leer  and  a  clear  head,  too, 
ticularly  at  business 
hes  or  affairs  they  drive 
le  from. 

hat's  why  the  nonalcohol- 
r  market  has  suddenly 
:en  very  crowded.  In  De- 
iber,  Anheuser-Busch 
ped  in  with  O'Doul's,  and 
er  brought  out  Sharp's, 
ir  brands  join  Kingsbury 
n  Heileman's,  Kaliber 
n  Guinness,  and  at  least 
dozen  other  domestic  and 
orted  labels. 

onalcohol  beers  usually 
;hrough  the  same  brewing 
;ess  as  regular  beer,  ex- 
;  that  most — not  all — of 


GUINNESS'  KALIBER  AND  ANHEUSER-BUSCH'S  O'DOUL'S 


the  alcohol  is  removed  at  the 
end.  They  contain  less  than 
0.5%  alcohol,  compared  with 
4.77f  for  a  typical  beer  and 
4.2%  for  some  light  beers. 
BITTERSWEET.  The  absence  of 
significant  amounts  of  alcohol 
is  good  news  for  calorie 
counters.  A  12-ounce  bottle  of 
Sharp's  contains  only  74  calo- 


ries, while  Heilman's  King.s- 
bury  has  60 — less  than  the  90 
to  110  calories  of  light  beer. 

Of  the  12  nonalcohol  brands 
BU.SINESS  WEEK  sampled  in  an 
informal  taste  test,  the  Euro- 
pean brews  tended  to  have 
the  most  body  and  flavor.  Ka- 
liber, brewed  by  Ireland's 
Guinness,  has  a  nice  aroma 


and  a  robust,  bittersweet 
taste.  Clausthaler,  a  German 
product,  has  the  most  body  of 
the  nonalcoholics  sampled, 
with  a  malty,  bitter  flavor. 
Moussy,  brewed  by  Cardinal 
Brewery  of  Switzerland,  is 
reminiscent  of  a  very  light, 
dry  ale.  But  Bass  Brewing's 
Barbican  from  England  has 
an  unpleasant  soapy  taste. 

Of  the  non-European 
brands.  Sharp's  comes  closest 
to  real  beer  taste.  It  has  the 
right  combination  of  aroma 
and  body  and  a  crispness  that 
lingers.  O'Doul's  doesn't  have 
nearly  as  much  flavor.  But  it 
is  still  head  and  shoulders 
above  most  of  its  U.  S.  peers, 
which  are  generally  watery 
and  lacking  in  beer  flavor. 
Even  market  leader  Kings- 
bury, which  pioneered  the  cat- 
egory 28  years  ago,  has  a  dry, 
empty  taste. 

The  ads  say  you  can  hardly 
tell  the  difference.  But  non- 
alcohol  beer — at  $3  to  $5  a 
six-pack — is  an  acquired  taste. 
Still,  with  the  big  brewers  in 
the  game,  no-kick  beers  are 
getting  closer  to  the  real 
thing.  Mike  Schroeder 
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Smart  Money 

SPIFFIER  YIELDS  FROM 
A  SPUTTERING  NORTHEAST 


lost  rate-chasers  in  the 
1  municipal  bond  market 
have  been  frustrated  lately. 
Compared  with  the  taxable 
8.6%  yield  that  Treasury 
bonds  pay  right  now,  blue- 
chip  muni  issues  offering 
tax-free  yields  of  7%  or  low- 
er aren't  very  enticing.  But 
don't  call  off  the  chase  yet. 
In  some  major  Northeastern 
states,  economic  slowdowns 
have  punctured  rosy  revenue 
forecasts  and  created  huge 
budget  deficits.  There,  Wall 
Street  has  held  out  for — and 
gotten — higher  yields  on  mu- 
nicipal bonds. 

New  York  and  Massachu- 
setts, for  example,  are  offer- 
ing tax-free  bonds  of  various 
shapes  and  sizes  with  yields 
higher  than  7.8%  (table). 
These  issues  carry  ratings  as 
low  as  BBB,  another  sign  of 
doubt  about  their  quality. 
But  the  interest  they  provide 
is  generous  compared  with 
the  issues  of  such  robust 
states  as  California,  where 


sticking  to  paper  with  an  in- 
state label. 

Massachusetts  issues  are 
also  paying  healthy  returns 
to  compensate  for  an  ailing 
economy.  In  February,  the 
Massachusetts  Water  Re- 
sources Authority  sold  $859 
million  worth  of  bonds  with 
an  attractive  yield  of  7.7%. 
The  proceeds  will  go  toward 
cleaning  up  Boston  Harbor, 
and  the  bonds  are  backed  by 
payments  of  several  of  the 
local  municipalities. 
TAX  BOON.  The  fiscal  prob- 
lems in  New  York  and  Mas- 
sachusetts will  likely  mean 
higher  taxes.  Taxpayers  may 
not  be  happy  about  that 
prospect,  but  it's  actually  a 
plus  for  them  as  bondhold- 
ers. When  state  or  city  tax 
rates  go  up,  so  does  the  af- 
tertax value  of  bond  interest 
to  residents.  Similarly,  if  the 
federal  government  raises 
taxes,  it  makes  all  tax-free 
munis  more  valuable. 

Faltenng  economies  in  oth- 


MUNIFICENT  MUNIS 


Issue 

Maturity 

Yield 

Percent 

MASSACHUSETTS  PORT  AUTHORITY 

2018 

7.85% 

MASSACHUSEnS  WATER  RESOURCES  AUTHORITY 

2016 

7.70 

MASSACHUSETTS  GENERAL  OBLIGATION 

2003 

7.60 

NEW  YORK  ENERGY  &  RESEARCH  AGENCY 

2024 

7.49 

TREASURY  BOND 

2020 

5.76* 

*  After  lax,  33%  brocket 

DATA:  BW 

AAA  general-obligation  bonds 
pay  7.05%. 

New  revelations  about  the 
seriousness  of  the  fiscal  cri- 
ses in  the  state  and  city  of 
New  York  are  making  some 
investors  jittery.  But  "you're 
getting  paid  for  that  risk 
right  now,"  says  Susan  Pea- 
body,  a  portfolio  manager  at 
Alliance  Capital  Manage- 
ment. Investors  who  live  in 
New  York  City  can  fetch  tri- 
i)le  tax-exempt  yields  equal 
to  a  taxable  12%  or  more  by 


er  municipalities  could  soon 
widen  the  opportunities  for 
bond  inve.stors.  "You're  just 
seeing  the  beginning  of  a 
trend"  that  could  boost  bond 
yields  of  cities  such  as  Phila- 
delphia, Detroit,  and  Cleve- 
land, says  Michael  Delaney, 
head  of  municipal  trading  at 
Goldman  Sachs.  Historically, 
municipalities  have  been  ex- 
cellent credit  risks.  Even  in 
the  toughest  times,  he  says, 
"their  bonds  will  still  be 
money  good."      David  Zigas 


Music 


A  NIGHT  AT 

THE  NEW  PARIS  OPERA 


Well  before  it  opened 
in  mid-March,  the 
modernistic  new  op- 
era house  at  the  Place  de  la 
Bastille  in  Paris  was  provok- 
ing heated  controversy.  A  re- 
placement for  the  city's  or- 
nate, landmark  19th  century 
opera  house,  I'Opera  de  la 
Bastille  hardly  conjures  up 
the  rich  tradition  of  opera.  Its 
bright  white  squares  of  glass, 
stainless  steel,  and  limestone 
make  it  look  like  an  ultramod- 
ern corporate  headquarters. 

But  once  you  get  inside,  the 
new  house  is  remarkably 
functional  and  inviting.  Be- 
hind all  that  glass,  a  series  of 
semicircular  internal  balconies 
provide  spectacular  views  of 
the  Parisian  skyline.  The  con- 
cert hall  itself  looks  sleek  and 
high  tech,  with  orange-and- 
black  seats  and  curved  balco- 
nies. With  only  2,700  seats, 
compared  with  3,800  at  New 
York's  Metropolitan  Opera, 
the  feeling  is  surprisingly  inti- 
mate. Except  for  a  handful  of 
partial-view  balcony  seats, 
there's  not  a  bad  spot  in  the 
house. 

So  don't  worry  if  you  can 
get  only  cheap  tickets:  You 
can  hear  and  see  just  fine 
even  from  the  very  back  row. 
Prices  for  a  regular  perfor- 
mance span  a  wide  range: 


from  40  francs  (slightly  mo: 
than  $7)  to  370  francs  (abo 
$67).  For  particularly  elab 
rate  operas,  such  as  the  ope 
ing-night  production  of  Ber 
oz'  Les  Troyens,  tickets  ri 
from  75  francs  (about  $13) 
540  (.$98). 

FINE  START.  Best  of  all,  y( 
can  expect  to  hear  high-qua 
ty  performances.  This  isn't  ; 
automatic  as  it  might  seer 
Last  year,  many  world-clai 
artists,  including  soprano  Je 
sye  Norman,  turned  down  i 
vitations  to  perform  after  tl 
president  of  the  Paris  opei 
houses  dismissed  artistic  ( 
rector  Daniel  Barenboim  in 
highly  public  battle  over  quj 
ity  and  control. 

Barenboim's  replacement, 
37-year-old  South  Korean  ( 
rector  named  Myung-Whi 
Chung,  has  gotten  off  to 
fine  start,  though.  The  firs 
night  performance  of  L 
Troyens,  which  featured  ( 
vas  Grace  Bumbry  and  Sh 
ley  Verrett,  won  much  critic 
acclaim. 

You  can  buy  seats  by  ca 
ing  the  reservations  desk 
Paris  at  40-01-16-16.  Or  g 
your  travel  agent  to  do  it. 
you  like  opera,  you're  boui 
to  enjoy  yourself,  no  matt 
what  you  think  of  the  arcl 
lecture.  Aaron  Bernste 
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Saving  for  retirement 
is  too  important 
to  leave  to  chance 


Will  you  be  able  to  afford  the  things  you  love 
to  do  once  you  retire?  It's  a  question  a  lot  of 
people  are  asking  today. 

That's  why  we  offer  an  entire  family  of 
mutual  funds  that  make  it  easy  to  stick  with  a 
regular  investment  program.  The  initial  deposit 
can  be  as  low  as  $500,  with  additional  deposits 
as  small  as  $25.  You  also  have  the  option  of 
automatic  deposit  to  really  help  your  money 
accumulate. 

To  help  you  plan  for  your  needs,  we're 
offering  an  87-page  retirement  planning  book. 
Written  by  independent  financial  experts,  this 
easy-to-follow  guide  retails  for  $4.95.  But  it's 
free  just  for  calling  or  mailing  in  our  coupon. 
So  spend  a  little  time  planning  now,  and  you 
can  look  forward  to  spending  your  retirement 
any  way  you  want. 

Real  life,  real  answers." 

77 


Financial  Services 

John  Hancock  Distributors,  Inc.  Boston.  MA  021 17. 


Plaxming  fer  a 

fLnandally 

:»=tirement 

L. 


FREE  RETIREMENT  BOOK 

FROM  THE  JOHN  HANCOCK  FAMILY 
OF  MUTUAL  FUNDS.  WRITTEN  BY 
JIM  JENKS  &  BRIAN  ZEVNIK. 

1-800-845-3636  ext.113 

Yes,  I'd  like  a  free  Retirement  Planning  Book 
and  Family  of  Mutual  Funds  Brochure. 


City 


State 


Zip 


Mail  to: 

John  Hancock  Distributors,  Inc.,  P.O.  Box  308 
Mt.  Olive,  NJ  07828. 

For  more  complete  information  about  John  Hancock  Mutual 
Funds,  including  charges  and  expenses,  send  for  a  free 
prospectus  from  John  Hancock  Distributors,  Inc.  at  the 
above  address.  Read  it  carefully  before  you  invest  or 
send  money. 


.J 


Stockbrokers  please  call  1-800-225-6020  for  nnore  infornnation. 
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Shopping 

HELPING  THE 
EARTH  ON 
SHOPPING  DAY 


Joining  in  Earth  Day  ob- 
servances on  Apr.  22 
should  be  only  a  begin- 
ning, environmentalists  say. 
What  matters  is  what  we  do 
every  day  after  that.  And 
when  it  comes  to  products  we 
buy,  we  do  seem  to  be  in  the 
mood  to  change. 

More  than  dO'/'<  of  Ameri- 
cans polled  by  the  Michael  Pe- 
ters Group  say  they  have  de- 
clined to  buy  products  that 
might  have  a  negative  impact 
on  the  environment.  Roper 
Organization  pollsters  found 
that  "influential  Americans," 
who  represent  107'  to  12','  of 
the  population,  view  both  a 
company's  environmental  and 
social  record  as  an  important 
influence  in  buying  decisions. 

Shifting  attitudes  are  influ- 
encing corporate  practices. 
Reacting  to  citizen  pressure, 
companies  that  market  the 
Star-Kist,  Bumble  Bee,  and 
Van  Camp's  brands  of  canned 
tuna  announced  on  Apr.  12 
that  they  would  stop  buying 
tuna  caught  in  nets  that  also 
trap  and  kill  dolphins. 
THINK  AHEAD.  But  shopping 
with  a  moral  agenda  takes 
more  than  good  intentions.  A 
fast-food  hamburger  seems 
harmless,  except  when  you 
consider  that  the  beef  some- 
times comes  from  cows 
grazed  on  land  that  was  once 
rain  forest.  Buying  ketchup  in 
a  plastic  squeeze  bottle  is  con- 
venient, but  the  material  in 
some  containers  resists  break- 
ing down  and  can  languish 
for  years  in  landfills.  How  do 
you  know  what  to  do? 

One  source  to  turn  to  is  The 
Green  Consumer  ($8.95,  Pen- 
guin Books).  This  comprehen- 
sive guide  for  a  socially  con- 
scious lifestyle  gives  all  sorts 
of  useful  advice.  It  urges 
shoppers  tf'  cart  home  grocer- 
ies in  reusable  net  bags  in- 
stead of  throw-away  paper  or 
plastic  bags,  and  it  lists  flea 
collars  for  pets  made  with  en- 


vironmentally  safe  chemicals. 

A  chapter  on  gardening  ex- 
plains how  to  landscape  to 
save  water  using  drought-tol- 
erant grass  and  flowers.  One 
on  "green  travel"  gives  a  run- 
down of  organizations  geared 
around  "ecotourism."  Instead 
of  going  to  a  resort  that 
cleared  land  to  build  its  facili- 
ties, you  can  take  a  Sierra 
Club  trekking  vacation  and 
"leave  nothing  but  footprints 
and  take  nothing  but  photo- 
graphs and  memories." 

The  guide  includes  warn- 
ings about  products  labeled 
"environmental,"  a  touchy 
concept.  Pressure  by  a  group 


Worth  Noting 

■  TAKE  IT  OFF?  What  the  Tax 
Court  giveth,  the  IR.S  taketh 
away.  Disagreeing  strongly 
with  a  January  court  deci- 
sion that  loosens  restrictions 
on  home-office  deductions 
(BW— Mar.  12),  the  IRS  is 
warning  taxpayers  not  to 
rely  on  it  and  has  asked  the 
court  to  reconsider.  If  the 
court  does  not  reverse  itself, 
the  IRS  plans  to  appeal. 

■  Rx  FOR  BOOKS.  Most  books 
deteriorate  after  30  years — 
the  result  of  the  acid  in  their 


of  state  attorneys  general  led 
Mobil  to  remove  the  "degrad- 
able"  label  from  its  Hefty 
garbage  bags.  While  the  bags 
break  down  in  light  and  air, 
buried  deep  in  landfills  they 
remain  intact  for  decades. 

Packaging  and  recycling 
are  addressed  by  the  New 
York  Public  Interest  Re- 
search Group  (212  349-6460) 
and  the  Pennsylvania  Re- 
sources Council  (215  565-9131). 
Their  brochures  advocate  buy- 
ing in  bulk — a  large  box  of 
cereal  instead  of  a  12-pack  of 
individual  servings — and  stay- 
ing away  from  disposables 
such  as  razors.  The  goal:  get- 


paper.  But  conservation  spe- 
cialists can  deacidify  a  pre- 
cious tome  (about  $100)  to 
help  preserve  it.  For  local  re- 
ferrals, contact  the  American 
Institute  for  Conservation  at 
202  232-6636. 

■  BIG  APPLE  TAPES.  Beverly 
Sills  singing  Manon.  Barysh- 
nikov  dancing  in  Giselle. 
These  and  seven  other  Live 
From  Lincoln  Center  per- 
formances, all  unseen  since 
their  original  PBS  broadcasts 
in  the  1970s  and  1980s,  are 
now  on  tape  ($29.95,  Bel  Can- 
to). Check  local  video  stores 
or  call  212  580-4356. 


ting  people  to  cut  back  tl 
almost  four  pounds  of  tra; 
they  generate  each  day. 

For  a  look  at  the  wider 
sue  of  corporate  responsib 
ity,  try  Shopping  For  a  Bi 
ter  World  ($4.95,  Ballanti: 
Books  or  the  Council  on  Ec 
nomic  Priorities,  800  822-643; 
It  rates  168  makers  of  l,8i 
household  products  on  11 
cial  issues,  such  as  testing 
laboratory  animals,  nucle 
power,  and  even  child  care 
TOP  MARKS.  Buying  a  produ 
such  as  orange  juice?  She 
ping  gives  ratings  by  brai 
and  company.  It  recommen 
Fruit  Juicer  because  its  ma 
er.  General  Mills,  gives  mo 
than  2%  of  pretax  earnings 
charity  and  gets  top  marks 
all  other  areas. 

The  Council  on  Econon 
Priorities,  in  conjunction  wi 
other  groups,  is  also  develo 
ing  a  shorthand  labelir 
method.  Called  the  "Seal 
Social  Responsibility,"  it  w 
go  on  products  made  by  coi 
panies  the  groups  deem  en 
ronmentally  and  socially  i 
sponsible.  The  seal  shou 
help  shoppers  make  pu 
chases  consistent  with  th( 
beliefs  while  conservir 
another  precious  resource 
time.  Naomi  Freundli 
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With  our  new  Club  Rewards^^ 
program, well  grant  allyour  wishes* 

"lb  find  out  what  you  really  wanted  from  an  awards  program,  we  interviewed  frequent  business  travelers  at 
airport  lounges  across  the  country  I  was  one  of  those  interviewers.  Business  travelers  cold  me  the  best  program  would  be 
free,  loaded  with  intriguing  choices  and  would  provide  bonuses  for  higher  spending.  They  even  asked  for  hard-to-come- 
by  items  like  tickets  to  the  World  Series.  So,  thats  exactly  what  we  gave  them.  Club  Rewards  was  designed  by  business 
travelers,  so  it's  no  surprise  it  frilfills  their  wishes.  The  sooner  you  apply,  the  sooner  you'll  earn  your  rewards.  Give  us  a  call 
at  1-800-525-9135." 

The  business  traveler's  most  rewarding  card.  No  one  takes  care  of  the  frequent  business  traveler  like  Diners  Club. 

If  you  have  a  Diners  Club  Corporate  Card  ask  your  company  about  enrolling  in  the  Corporate  Club 
Rewards  Program. 


We  Take  Care  Of  Business' 


)199Q  Citicorp  Diners  Club  1 


Club  Rewards  if  available  free  to  enrolled  Personal  Cardmembers  of  Diners  Club 

in  the  U.S.  Certain  terms  and  conditions  apply.  See  Club  Rewards  brochure  for  details. 

Program  referenced  above  begins  7/1/90. 


Lots  of  people  are  worldng  to  get  l<ids  off  the  street. 

Every  year,  over  5.000  American  children  are  buried 
in  unmarked  graves.  And  a  lot  of  people  work  very 
hard  to  put  them  there.  Drug  dealers  v^ith  dirty  needles. 
Pimps  who  rule  with  a  fist.  Child  molesters  in  expen- 
sive cars.  Fortunately.  Larkin  Street  is  working  to  get 
kids  off  the  street,  too.  With  food,  clothing,  medical 
care,  professional  counseling— and  lots  of  hope. 
Please  support  Larkin  Street  s  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 


Korean  Air  Announced  A  Biuler  Schedule  Than  YourA 
Korean  Air  now  offerj  you  many  convenient  fiiyhLi  to  Seoul.  8  a  week  from  New  York.  And  N a  week 

roni  Loj  Angele^i,  including  one  nonstop  every  day.  We  aLw  have  7  nondtopd  weekly  from  Honolulu. 

ill  in  all,  29  flights  a  week  PUui  the  mo^it  flight^i  from  Seoul  to  other  citien  in  the  Orient.  Our 

dedication  to  convenient  dcheduling  han  helped  uj  become  a  leading  world  airline.  We've  been  biuiy. 

The  Spirit  of  Korea  id  in  the  AirT 
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INDEPENOEN- 
SECTOR 


Just  a  fraction  of  what  we  spend  dining  out 
could  help  pick  up  the  tab  fer  a  good  cause. 


If  we  all  shared  just  a  small  amount  of 
our  money  and  time  with  the  causes  we 
really  care  about,  it  would  be  a  sure  recipe 
for  success. 

Against  hunger.  For  better  health. 


and  five  hours  of  volunteer  time  per  week  as 
America's  standard  of  giving. 

If  we  all  reached  this  standard,  we 
could  generate  more  than  S 1 75  billion 
every  year.  With  a  force  equivalent  to  20 


Or  to  improve  our  arts  and  culture.      ^^wmirk  ^tWM.J£k  rniUioi^  f'^-tirns  ^"^'orkers 

Millions  of  people  have  helped    VKl       J; A Tw*  make  it  your  goal  to  give  five 

establish  five  percent  of  their  incomes   H  'har.  oheet  back  is  immeasurable.  And  help  keep  society  well-nourished. 
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dex  to  Companies 

dex  gives  the  starting  page  for  o  story  or  fea- 
ith  a  significant  reference  to  a  company.  Most 
iaries  are  indexed  under  their  own  names, 
□nies  listed  only  in  tables  are  not  included. 
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General  Electric  96,  105, 
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Manufacturing  113 

Hondo  116 

Hyundoi  40 


IBM  92,  105,  110 

Icos  29 

Illinois  Superconductor  29 
Immunex  29 


J&L  Specialty  Products  90 
Johnson  &  Johnson  58 


Kawasaki  36 

Kidder  Peabody  96,  128 

Kraft  92 


Lake  Shore  Cryotronics  29 

Landmark  Land 
Company  30 

Lozard  Freres  105 

Lincoln  Savings  &  Loon  66 

LTV  90 

Lubrizol  32 

M 


Mocy  (R.H.)  96 

MasterCard 
International  32 

May  Department  Stores  31 

Melvin  Simon  & 
Associates  31 

Merck  58 

Metropolitan  Outdoor 
Advertising  70 

Miller  121 

Mitsubishi  24,  36,  120 
Mobil  Chemical  70 
Morris  (Philip)  70 
Motorola  105,  110 
MTV  62 

Myrias  Research  80 
N 


Polaroid  26 

PPI  Del  Monte  Tropical 
Fruit  100 

Progressive  32 
R 


Renault  41 
Ricoh  110 
RJR  Nabisco  70 


Saorstohl  Voelklingen  90 

Soint-Goboin  41,  90 

Samsung  40 

Sanifill  105 

Seo-Lond  26 

Shamrock  Holdmgs  26 

Sharp  40 

Shoe-Town  96 

Sunrise  Savings  &  Loon  66 

Superconductor 
Technologies  29 


Notional 
Semiconductor  105 

National  Steel  90 

NCNB  104 

NCR  110 

Nike  70 

Nippon  Steel  90 

Nissan  120 

NKK  90 

Nordstrom  31 

Norton  36 

Novellus  Systems  105 
P 


Paine  V^ebber  108H 
Peugeot  41 
Pfizer  32 
Pirelli  Group  29 
Pohong  Iron  &  Steel  40 


Tambrands  32 

Taubmon  31 

TCM  Manufacturing  113 

Techolloy  90 

Texaco  32 

Time  Warner  32 

Toyota  40,  120 

TRW  116 


Unico  113 

Usinor  Socilor  41,  90 


Viacom  62 

Volkswagen  120 

Voluntary  Hospitals  of 
America  92 

Volvo  41 
W 


Warner  Bros.  70 

Waste  Management  92 

Weyerhaeuser  28 

Wheeling-Pittsburgh 
Steel  90 

Whittle 
Communications  70 


Xerox  110 

Y 


Young  &  Rubicam  70 


THE 
PENINSULA 

NEW  YORK 


NEW  YORK 


IS  NOW  HOME 


TO  ANOTHER 


GREAT 


CLASSIC. 


THE  PENINSULA 


A  truly  great  hotel 
in  the  city's  greatest  location 
Fifth  Avenue  and  55th  Street 

The  Peninsula,  New  York 

Tel:  (212)  247  2200 
ToUfree:(800)262  9467 

Ihtf^adm^HMds  ofltxFmrid 

The  Leading  Hotels  of  The  World 
Tolllree:  (800)  223  6800 

Preferred  Hotels  Worldwide 
Tollfiee:  (800)  323  7500 


Steigenberger  Reservation  Ser\'ice 
Tollfi-ee:  (800)  223  5652 


THE  PENINSULA 
N  t  W  YORK 


The 
Peninsula 

CRCXJP 
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Asia  Series 


On  your  day  off,  you'll  find  Seoul 
has  many  interesting  features. 


Seoul  is  known  as  a  great  place  for 
bargains,  and  Itaewon  is  one  of  the 
best  places  to  find  them.  Seoul  also 
has  many  other  attractions.  Walking 
tours  and  trips  outside  the  city  pro- 
vide a  look  at  Korean  culture.  So,  if 
you're  there  on  business,  take  time 
to  see  Seoul  at  more  than  face  value. 

Zone  out. 

At  the  38th  Parallel  lies  the  Demili- 
tarized Zone  (DMZ).  Once  there,  you 
can  visit  Panmunjom,  site  of  the 
armistice  that  ended  the  Korean  War 
Don't  miss  the  240-foot-deep  tunnel, 
cut  into  bedrock,  that  heads  toward 
Seoul.  For  a  full-day  tour  phone  the 


Korea  H-avel  Bureau  (tel.  2-585-1191) 
two  days  before  you  want  to  go. 

Visit  the  folks. 

The  Korean  Folk  Village,  just  outside 
Seoul,  is  a  living  museum  in  which 
potters,  weavers,  millers,  blacksmiths 
and  other  craftsmen  recreate  the  life- 
styles of  times  p:ist.  Tlie  major  hotels 
have  information  about  day  trips. 

Standing  tall. 

Rising  high  above  Seoul's  skyline  is 
the  Daehan  Life  insurance  Building, 
or  "Golden  Tower,"  the  tallest  build- 
ing in  Asia.  From  its  observation  deck 
on  the  60th  floor  vou  can  see  as  far 


as  North  Korea.  There  are  a  variety 
of  restaurants  here  too.  For  more 
information,  call  789-5663/50. 

Northwest  notes. 

Northwest  has  more  flights  to  Seoul 
than  any  other  U.S.  airline— and  from 
there  we  can  take  you  to  other  busi- 
ness centers  throughout  Asia.  Plus, 
we  offer  something  no  other  U.S.  air- 
line can:  the  knowledge  that  comes 
from  over  40  years  of  helping  people 
do  business  in  Asia.  For  international 
reservations  call  your  travel  agent 
or  Northwest  at  1-800-447-4747.  To 
find  out  more  about  doing  business 
in  Asia  call  1-800-553-2215,  ext.  182. 


©  1990  Northwest  Airlines,  Inc 


RTH 


T  AIRLINES 


ivestment  Figures  of  the  Wee 


iMENTARY 

jher-than-expected  rise  in  the 
umer  Price  IncJex  for  March 
the  bond  market  into  a  tail- 
Even  good  news  on  the 
;  front,  the  lowest  monthly 
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STOCKS 

Apr.        Oct.  Apr. 


r  ' 


u 

52-week  change 


+  10.9% 


Apr.  12-18 


355  1500 


1  -week  change 
-0.4% 


BONDS 

Apr.       Oct.       Apr.     Apr.  12-li 


345  1200 


.  335  900 


 T±  


Shearson  Lehman 
Treasury  Index 


52-week  change 

)-  0.3% 


1  -week  change 
-2.4% 


THE  DOLLAR 

Apr.        Oct.  Apr. 


1270  90 


■  1240  80 


1210  70 


Apr.  12-18 


J.  p.  Morgan 
Index 


52-week  change 
+  0.4% 


1  -week  change 
0.0% 


ARKET  ANALYSIS 


% 

change 

.  STOCKS 

latest 

Week 

52-week 

JONES  INDUSTRIALS 

2732.8 

0.1 

14.5 

COMPANIES  (Russell  1000) 

177.6 

-0.3 

9.6 

LL  COMPANIES  (Russell  2000) 

161.4 

-0.5 

-0.7 

COMPANIES  (Russell  3000) 

189.3 

-0.3 

8.7 

7o  change  (local  currency) 

EIGN  STOCKS 

Latest 

Week 

52-week 

)0N  (FINANCIAL  TIMES  100) 

2205.9 

-0.4 

5.9 

rO  (NIKKEI  INDEX) 

29,249.1 

-0.6 

-12.3 

)NT0  (TSE  COMPOSITE) 

3476.4 

-2.5 

-3.4 

FUNDAMENTALS 

Utest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

8.1  % 

8.0% 

5.8% 

30-YEAR  TREASURY  BOND  YIELD 

8.8%. 

8.6% 

9.0% 

S&P  500  DIVIDEND  YIELD 

3.4% 

3.4% 

3.6% 

S&P  500  PRICE/EARNINGS  RATIO 

14.8 

14.9 

14.2 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  overoge 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

340.1 
35.4% 
0.31 
0.79 

340.1 
34.6% 
0.36 
0.84 

Positive 
Neutral 
Neutral 
Positive 

BRIDGE  INFORMATION  SYSTEMS  INC. 


R-WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

(NUFAaURED  HOUSING 

10.5 

-10.2 

FLEETWOOD  ENTERPRISES 

1  1.0 

-5.4 

26V2 

BACCO 

9.0 

34.5 

UST 

10.4 

22.6 

29V8 

FT  DRINKS 

7.8 

49.8 

PEPSICO 

9.7 

47.7 

673/4 

ETAL  AND  GLASS  CONTAINERS 

7.2 

11.2 

CROWN  CORK  &  SEAL 

8.7 

10.6 

57 

00  WHOLESALERS 

6.3 

19.6 

SYSCO 

1 1.4 

44.1 

31% 

R-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stcKk  in  group 

% 

4-week 

change 

52-week 

Price 

)LD  MINING 

-17.2 

18.2 

HOMESTAKE  MINING 

-21.6 

24.1 

16% 

MPUTER  SOFTWARE  AND  SERVICES 

-13.5 

12.8 

ORACLE  SYSTEMS 

-40.0 

25.0 

16% 

WSPAPER  PUBLISHING 

-9.4 

-9.4 

TIMES  MIRROR 

-17.6 

-14.8 

31 

L  AND  GAS  DRILLING 

-8.1 

40.5 

HELMERICH  &  PAYNE 

-9.7 

26.0 

323/4 

AL  ESTATE  INVESTMENT  TRUSTS 

-7.3 

-27.5 

MONY  REAL  ESTATE  INVESTORS 

-33.3 

-44.1 

43/4 

UTUAL  FUNDS 

DERS 

week  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

JLL  &  BEAR  SPECIAL  EQUITIES 
RUCE 

FT  ENVIRONMENTAL  AWARENESS 

8.8 
5.4 
5.1 

STRATEGIC  GOLD/MINERALS 
DFA  JAPANESE  SMALL  COMPANY 
STRATEGIC  INVESTMENTS 

-21.4 
-20.1 
-18.3 

feek  total  return 

% 

52-week  total  return 

% 

OELITY  SELECT  ENERGY  SERVICE 
FA  CONTINENTAL  SMALL  COMPANY 
LGER  SMALL  CAPITALIZATION 

41.7 
39.2 
38.8 

PRUDENT  SPECULATOR  LEVERAGED 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

NATIONAL  REAL  ESTATE  INCOME 

-19.5 
-16.4 
-1 1.6 

MORNINGSTAR  INC. 


S&P  500 

4-week  totot  return 


EIATIVE  PORTFOLIOS 


ar  amounts 
esent  the  present 
e  of  $10,000 
sted  one  year 
in  each  portfolio 

^ntages  indicate 
jay  total  returns 


U.  S.  stocks 
$11,414 

+  0.97% 


LU 


Treasury  bonds 
$11,140 

-2.04% 


nil 


Money  market  fund 
$10,728 

+  0.15% 


Gold 
$9,684 

-0.98% 


DATA  RESOURCES  INC. 


Foreign  stocks 
$9,171 

-1.43% 


ta  on  this  poge  are  os  of  morket  close  V^ednesday,  Apr,  18,  1990,  unless  otherwise  indicated 
■y  groups  include  S&P  500  componies  only,  performance  and  share  prices  are  as  of  morket  close 


Apr.  17.  Mutual  fund  returns  ore  as  of  Apr.  13.  Relative  portfolios  ore  valued 
detoiled  explanation  of  this  page  is  available  an  request. 
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A  SMALLER  NATO, 
AND  A  STRONGER  ONE 

The  demise  of  the  cold  war  means  that  there  is  going  to 
be  a  leaner  and  less  costly  NATO.  No  doubt  about  it, 
the  huge  military  organization  that  deterred  the  Soviet 
threat  against  Western  Europe  for  40  years  should  be  much 
smaller.  But  despite  the  swing  toward  democracy  in  Eastern 
Europe  and  the  near-collapse  of  the  Warsaw  Pact,  the  U.  S. 
and  its  European  partners  need  to  keep  their  16-nation  alli- 
ance intact  as  insurance  against  the  continuing  danger  of 
instability  in  Eastern  Europe  or  the  Soviet  Union.  Also, 
NATO's  collective  military  and  political  clout  could  be 
vital  to  the  Western  democracies  as  they  try  to  reshape 
the  new  Europe  emerging  with  the  breakup  of  the  Commu- 
nist bloc. 

To  achieve  this,  West  Germany's  nato  allies  must  strong- 
ly support  Helmut  Kohl  and  his  government  in  their  resolve 
to  continue  Germany's  membership  in  n.\to  after  the  divided 
country  is  reunited.  This  will  be  the  crucial  issue  in  the 
coming  "two  plus  four"  talks  on  unification  involving  both 
parts  of  Germany  and  the  former  occupying  powers — the 
U.  S.,  the  Soviet  Union,  Britain,  and  France.  The  Soviets, 
leery  of  resurgent  German  power,  are  casting  about  desper- 
ately for  ways  to  keep  a  rein  on  a  united  Germany — even 
suggesting  that  it  could  be  a  member  of  both  NATO  and  the 
Warsaw  Pact. 

Bonn's  allies  must  insist  that  the  best  way  to  guarantee  a 
constructive  and  stabilizing  role  for  Germany — benefiting  all 
Europeans,  including  the  Soviets — is  to  keep  Germany  close- 
ly linked  through  NATO  to  the  community  of  Western  indus- 
trial democracies.  This,  plus  German  membership  in  the 
European  Community,  will  mean  a  Germany  firmly  fixed  in 
a  European  context.  The  NATO  countries  also  will  participate, 
as  they  should,  in  Soviet-initiated  efforts  to  expand  such 
pan-European  forums  as  the  Conference  on  Security  &  Co- 
operation in  Europe. 

Strengthening  the  roles  of  such  institutions,  especially 
NATO,  will  make  it  easier  to  reduce  U.  S.  military  forces  in 
Europe.  But  Americans  must  remember  that  the  only  way  to 
win  lasting  peace  is  through  steady  negotiation  to  achieve 
arms  agreements  and  durable  political  frameworks.  Impa- 
tient demands  for  unilateral  pullbacks  of  U.  S.  troops  will 
hurt,  not  help. 


IDEAS  ARE  FLOWING— 
BUT  HOW  ABOUT  CAPITAL? 

Seymour  Cray  embodies  the  spirit  of  Silicon  Valley. 
Nt  ver  mind  that  he  was  1,500  miles  eastward  in  rural 
Wisconsin  when  he  dreamed  up  and  crafted  the  exotic 
machines  called  supercomputers.  He  still  possessed  that 
combination  of  genius,  pluck,  and  luck  that  propelled  Califor- 
nia's technological  pioneers  to  success  during  the  indus- 
try's heyday  in  the  1970s  and  1980s.  These  quintessentially 


American  entrepreneurs  also  enjoyed  an  advantage  that 
isn't  so  readily  available  anymore:  access  to  capital. 

It  took  only  $8.6  million  to  turn  out  the  first  Cray-1 
supercomputer,  compared  with  the  $300  million  Cray  will 
have  burned  through  before  he  turns  out  the  Cray-3,  his 
latest  project,  next  year.  And  most  of  that  money  was 
provided  by  his  former  company,  Cray  Research  Inc.,  which 
spun  off  his  project  to  shareholders  last  year.  If  Cray  had 
had  to  rely  on  the  capital  markets  to  finance  the  Cray-3,  it  is 
doubtful  the  project  ever  would  have  gotten  off  the  ground. 

The  situation  is  especially  distressing  given  the  incipient 
move  on  the  U.  S.  supercomputer  market  by  three  deep- 
pocketed  Japanese  companies — all  selling  machines  funda- 
mentally based  on  concepts  originated  by  Seymour  Cray. 
Last  year,  financially  weak  Control  Data  Corp.  gave  up  or 
supercomputers  when  it  killed  its  eta  Systems  subsidiary, 
blaming  lack  of  capital.  That  left  Cray  Research,  Seymour's 
original  startup,  as  the  only  U.  S.  company  selling  high-enc 
supercomputers. 

The  ability  of  independent-minded  creative  thinkers  t( 
turn  ideas  into  successful  products  has  been  a  majoi 
strength  of  the  U.S.  economy.  But  without  capital,  thos< 
ideas  will  die  on  the  vine.  We  need  creative  thinking  amonj 
policymakers  to  find  ways  to  boost  national  savings  am 
encourage  formation  of  venture  capital.  Otherwise,  for  wan 
of  capital,  the  nation  might  lose  its  next  Seymour  Cray. 


THE  FEDS  SHOULD  BE 
ASHAMED  OF  THIS  CASE 

The  sentencing  of  former  Goldman  Sachs  arbitrager 
Robert  M.  Freeman  to  a  four-month  prison  term  and 
$1  million  fine  brings  to  a  close  a  sorry  episode  c 
federal  securities  law  enforcement.  It  began  in  Januar 
1987,  with  the  arrests  of  Freeman  and  two  Kidder  Peabod 
arbs,  Richard  B.  Wigton  and  Timothy  L.  Tabor.  Four  montl 
later,  the  government  dropped  charges  because  it  was  n< 
ready  for  trial.  Manhattan  U.  S.  Attorney  Rudolph  W.  Gr 
liani  vowed  to  bring  a  new,  expanded  indictment  "in  recor 
breaking  time."  Although  the  evidence  against  Wigton  ai 
Tabor  seemed  shaky,  prosecutors  waited  over  two  yea: 
before  admitting  the  government  had  no  case  against  thei 
Prosecutors  were  on  firmer  ground  with  Freeman,  wl 
pleaded  guilty  to  one  felony  count  of  misusing  inside  infc 
mation  from  Kidder  Peabody  takeover  strategist  Martin  Si 
gel.  Yet  the  circumstances  behind  that  instance  didn't  bai 
up  prosecutors'  claims  that  a  long-standing  illicit  relationsh 
existed  between  Freeman  and  Siegel.  Prosecutors  sought 
give  U.  S.  District  Judge  Pierre  N,  Laval  a  sentencing  mei 
orandum  detailing  20  other  alleged  crimes  by  Freeman  ar 
shockingly,  pushed  for  the  memo  to  be  made  public.  Wise 
Laval  refused. 

Giuliani,  who  resigned  to  run  for  mayor  of  New  Yo 
City,  has  admitted  that  the  hasty  1987  arrests  were  one 
his  biggest  mistakes.  Yet  his  successors,  apparently  unw 
ing  to  face  up  to  the  government's  botching  of  the  ca; 
compounded  matters.  This  bungled  episode  has  eroded 
spect  for  the  law,  not  strengthened  it. 
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